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CHAIRPERSON'S FOREWORD

This report contoins the proceedings of the Deportmentol Committee on Finonce ond
Notionol Plonning on the considerotion of the Tox Lows (Amendment) Bill, 2024 (Notionol
Assembly Bills No. a7 o'f 20241, sponsored by the Leoder of the Mojority porty. Hon. Kimoni
lchung'woh, EGH, MP. The Bill wos published on I st November 2024. lt wos reod o First
Time on i4th November, 2024 ond wos then committed to the Commiltee for
considerotion ond tobling of report to the House pursuont to Stonding Order 127.

The Bill hos twenty-six (26) clouses ond seeks to omend the following lows: the lncome
Tox Act (Cop.47Ol; the Volue Added Tox Act (Cop.476): the Excise Duty Act (Cop.472),
ond the Miscelloneous ond Levies Act (Cop 469 C). The lox Lows (Amendmenll Bill, 2024
consolidotes tox proposols to omend the lncome Tox Act, Volue- the lncome Tox Act, the
Volue Added Tox Act, the Excise Duty Act, ond the Miscelloneous Fees ond Levies Act. Some
of the proposols involve o proposol lo lntroduce WHT of 5% for Residents ond 20% for Non-
Residents moking or focilitoting poyments over o Digitol Morketploce, o repeol of digitol
service tox, ond o replocement with o significont economic presence tox ot the rote of 30%
on l0%deemed profit. The proposols olso rotionolize tox expenditures thot erode revenue
thot would otherwise be used to implement projects thot improve the welfore of oll Kenyons.

ln complionce with Article llB(b) of the Constitution ond Stonding Order 127(3), the
Clerk of the Notionol Assembly ploced on odvertisement in the print medio on l4th
November 2024, inviting the public to submit memorondo by woy of both orol ond
written submissions on the Bill.

The Committee on diverse dotes between Mondoy l8th ond Wednesdoy 20th
November 2024, conducted public porticipotion forums in six(5) counties, nomely lsiolo,
Bungomo, Sioyo, Momboso, Kericho, ond Toito Toveto Counties, where the Committee
received views from the members of the public.

Additionolly. the Committee, in line with the requirements of Articte 118 of the
Constitution, vide letters REF: NA/DDC/F&NP/2024/(126) doted l5tn November,2O24.
invited stokeholders for stokeholder engogement sessions which were held on diverse
dotes between 25tn November,2024 ond to 29tt November, 2024 oIKICC.

On beholf of the Deportmentol Committee on Finonce ond Notionol Plonning ond
pursuont to the provisions of Stonding Order 199(6), it is my singulor honor to present to
this House the Report of the Committee on its considerotion of the Tox Lows
(Amendmentl Bll,2024 (Notionol Assembly Bills No. 47 ol 2024). The Committee is

groteful to the Offices of the Speoker ond Clerk of the Notionol Assembly for the
logisticol ond technicol support occorded to it during its considerotion of the Bill.

Finolly, I wish to express my opprecioiion to the Honouroble Members of the Committee
ond the Committee Secretoriot who mode involuoble contributions towords the
preporotion ond production of lhis report.

Reporl on the conslderotion of Tox Lows (Amendment) Blll,2024 (Notionol Assembly Bllls No.
47 o12024),



It is my pleosure to report thot ihe Committee hos considered the Tox Lows
(Amendment) Bill,2024 (Notionol Assembly Bills No. 47 ot 20241 ond wish to report to this
Augusl House with the recommendotion thot the House opproves lhe Bill with
omendments.

HON. CPA KURIA KIAAANI, M.P.
CHAIRPENSON, DEPARIMENTAI COMMIIIEE ON FINANCE AND NAIIONAT ?tANNING

Rcpod on lhe consldcrqllon ol Tox Lowr (Amendmcnl) Blll, Zn4 (Notlonol Ascmbly Blllr No.
47 o12024}
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CHAPTER ONE

I .O PREFACE

I.I ESTABTISHMENT OF THE COMMINEE

l. The Deportmentol Committee on Finonce ond Notionol Plonning is estoblished under
Stonding Order 216 (5) ond whose mondote is os follows:

i. Io investigote, inquire into, ond reporl on oll molters reloling to the mondote,
monogement, octivities, odministrotion, operotions ond eslimoles of lhe
ossigned minislries ond deportments:

ii. To study the progrom ond policy objeclives of Ministries ond deportments ond
the eff ectiveness of lheir im plementotion;

iii. To study ond rcview oll lhe legislolion referrcd to il;
iv. To study, occess, ond onolyze the relotive success of the Ministries ond

deporfments os rneosured by the resu/is obtoined os compored with lhet
sfofed oblec lives.'

v. Io investigole ond inquire into oll moliers relofing to the ossigned Minislries
ond deportmenfs os lhey may deem necessory, ond os moy be referred to
them by lhe House;

vi. To vet ond report on oll oppointmenls where lhe Consfiiuiion or ony low
requires the Noiiono/ Assemb/y to opprove, except those under Stonding
Order No. 204 (Committee on Appointments);

vii. Io exomine treoties, ogreemenis ond convenfions;
viii. Io moke reporls ond recommendotions to fhe House os often os possible,

including recommendotion of proposed legislofion,
ix. Io consider re ports of Commissions ond lndependent Offices submif led io the

House pursuont to the provisions of Article 254 of the Conslilution ond
x. Io exomine ony guesfions roised by Members on o molter within its mondote.

,I 
.2MANDATE OF THE COMMITTEE

e. ln occordonce with the Second Schedule of the Stonding Orders, the Committee is

mondoted to consider public finonce, monetory policies, public debt, finonciol
institutions (excluding those in securities exchonge), investment ond divestiture
policies. pricing policies, bonking, insuronce, populotion revenue policies including
toxotion ond notionol plonning ond development.

s. ln executing its mondote, the Committee oversees the following government
Ministries ond Deportments:

i. Stote Deportment of Notionol Treosury;
ii. Stote Deportment of Economic Plonning;
iii. Commission on Revenue Allocotion; ond
iv. Office of the Controller of Budget; ond



I.3 COMMITTEE MEMBERSHIP

4,. The Deportmentol Committee on Finonce ond Notionol Plonning comprises of the
following Members:

Choirperson
Hon. CPA Kurio Kimoni, MP

Molo Constituency
UDA Portv

Vice-Cholrperson
Hon. (Amb). Benjomin Longot, CBS, MP

Ainomoi Constituency
UDA Portv

Hon. (Dr). Adon Keynon, CBS, MP
Eldos Constituency
Jubilee Porly

Hon. Dovid Mwoliko Mboni, MP
Kitui Rurol Constituency
Wiper Porty

Hon. Joseph K. Mokilop, MP
Boringo North Constituency
UDA Portv

Hon. CPA Julius Rutto, MP
Kesses Constiiuency
UDA Portv

Hon. Poul K. Biego, MP
Chesumei Constituency
UDA Portv

Hon. Dr. John Ariko Nomoit, MP
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CHAPTER TWO

2.0ovERvrEw oF THE TAX rAWS (AMENDMENT) Btrr. 2024 (NAT|ONA| ASSEMBLY Bttrs
NO.47 Ot 2024)

2.I BACKGROUND

?.The Tox lows (Amendment) Bill, 2024 (Notionol Assembly Bills No. 47 of 2024), is

sponsored by the Leoder of the Mojority Porty, Hon. Kimoni lchung'woh, EGH, MP.
The Bill wos published on lst November, 2024. n wos reod o First Time on l4th
November, 2024 ond wos then committed to the Committee for considerotion ond
tobling of report to the House pursuont to Stonding Order 127. Some of the proposols
involve o proposol to lntroduce WHI of 5% for Residents ond 20% for Non-Residenls Moking or
Focilitoting Poyments Over o Digitol Morketploce, o repeol of digitol service tox, ond o
replocement with o significont economic presence tox ot the rote of 30% on I 0% deemed
profit. The proposols olso rotionolize tox expenditures thot erode revenue thot would
otherwise be used for the implementotion of projects thot improve the welfore of oll Kenyons

2.2SUMMARY OF I.EGAt PROVISIONS

AMENDMENTS TO INCOME TAX ACT
Clouse 2 Bill seeks to omend section 2 of the principol Act to

(o) to simplify the registrotion process f or retirement, pension, ond provident f unds
by eliminoting the need to be registered with both the Commissioner for
Domestic Toxes ond the Retirement Benefits Authodly (RBA). lnsteod, these
funds will only need to be registered with the RBA.

(b) to omend the definition of "royolly'' in the Income Tox Act to expond the types
of poyments considered under this cotegory.

(c) define 'donotion' os ony benefil given in the form of money, promissory notes. or
goods ond services withoul expecting onything in return.

Clouse 3 of the Bill seeks to omend section 5 of the principol Act to
(o) lncreose of meol benefit to employees
(b)increose the reliefs offered for on omount poid by on employer os o grotuity

or similor poyment for employment or services rendered, which is poid into o
registered pension scheme.

2.2.1
i.

.

t Clouse 4 of the Bill seeks to omend seciion l0 of the principol Act to to tox income
eorned through digitol plotforms owned or operoted by residents or non-residents. Ihis
income covers income from digitol contenl monetizotion, including creolive works. os well
os income from the sole of goods, property, or services vio digitol plotforms.

Clouse 5 of the Bill seeks to omend section 80( ) of the principol Act to reduce
the time for submission of finonciol stotements ond summories by the Notionol
Treosury to the Auditor-Generol ond o copy to the Controller of Budget ond the
Commission on Revenue Allocotion from four months ofter the end of o finonciol
yeor to two months ofter the end of o finonciol yeor.

v. Clouse 8 & 9 of the Bill seeks to increose in pension ollowoble deduction on
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2.2.2
i.

contributions by employees to retirement pension or provident funds; ond,
contributions by employer to defined contribution or defined benefit funds.

Clouse l4 of the Bill proposes to tox the interest income eorned by resident
individuols from certoin bonds, notes, ond similor securities used to fund infrostructure
ond sociol services, commonly known os lnfrostructure Bonds. A five percent (5%)

wilhholding tox will be opplied 1o lhis interest when poid lo resident individuols.

AMENDMENTS TO VATUE ADDED TAX ACT
Clouse 17 of the Bill seeks to omend Section 12 of the Volue Added Tox Act to
introduce o new subsection (5) to define the time of supply for exported goods by
indicoting thol the time of supply for exported goods sholl be the time when the
registered penon hos the required export confirmotion documents.

Clouse 18 seeks to remove the VAT lnput Tox Allocotion threshold. which hos led
to tox plonning ond revenue loss.

Clouse 20 seeks to omend the First Schedule of the VAT Act to chonge the supply
or importotion of some goods from exempt supplies to stondord-rote VAT ond to
move others from the zero-roied rote to Exempt.

AMENDMENTS TO THE EXCISE DUTY ACT
Clouse 22 ol the Bill proposes to omend Section 5 of the Excise Duty Act by
exponding the scope of excise duty to include excisoble services offered in Kenyo
by non-residents through digitol plotforms.
Clouse 24 of the Bill seeks to extend the deodline for poyment of excise duty by
monufocturers of olcoholic beveroges trom24 hours to the Sth doy of the following
month.

AMENDMENT TO MISCETLANEOUS, FEES AND TEVIES ACT
Clouse 26 seeks to omend Section 8 of the Miscelloneous, Fees ond Levies Act to
increose the Roilwoy Development Levy from 1.5% to 2.5%.

2.2.3
i.

lt

.

2.2.4
i.

Report on lhe considerollon of Tox Lows (Amendment) Blll, 2024 (Nolionol Assembly Bllls No.
47 o12024),



CHAPIER THREE

3.OPUBIIC PARTICIPATION AND STAKEHOTDER ENGAGEMENT ON THE BITt

3.I TEGAT FRAMEWORK ON PUBTIC PARTICIPATION

8. Article i l8 (l )(b) of the Constitution provides thot:
"Porlioment sholl f ocilitote public porlicipotion ond involvement in lhe legisiotive
ond other business of Porlioment ond its Commiffees."

s. The Notionol Assembly Stonding Order 127 (3) ond (3A) stipulotes thot:
"(3) The Deporlmento/ Commitlee to which o Bi/l is committed sholl focililote
public porticipolion on the Bill through on oppropriole rnechonism including-

(o) inviting submission of memorondo;
(b) holding public heorings;
(c) consulling relevonl slokeholders in o sector ond
(d) consulting experls on technicolsubiecfs.

(3A) The Deportmentol Committee sho/l toke into occount lhe views ond
recommendoiions of the public under porogroph (3) in its report to lhe House."

3.2 MEMORANDA RECEIVED ON THE BIIT

ro. Pursuont to the oforementioned provisions of low, the Clerk of the Notionol Assembly
ploced on odvertisement in the print medio on l4ih November 2024 inviting the
public to submit memorondo by woy of written stotements on the Bill. Further, the
Clerk of the Notionol Assembly vide letter Ref. No. NA/DDC/F&NP/2024/126 ond
NA/DDC/F&NP/2024/127 doted lSth November, 2024 ond l9th November.2024
respectively invited key stokeholders to submit views on the Bill ond ottend o public
porticipotion forum from 25tn November,2024 lo 28tt November 2024.

t t. During the stokeholder engogement process, the public ond vorious stokeholders
octively porticipoted by presenting memorondo ond moking submissions on
different clouses of the Bill. These engogements took ploce ot the county level ond
KICC, where stokeholders hod the opportunity to discuss ond present their views. The
feedbock received from these interoctions provided voluoble input, highlighting
specific concerns ond suggestions for omendments. The submissions on vorious
clouses of the Bill were os follows: -

3.2.I BUNGOMA COUNTY
re. The residents of Bungomo County expressed their strong support for the proposed

bill, highlighting the criticol role of toxotion in ensuring efficient service delivery. They
highlighted the necessity for every citizen to contribute their foir shore of toxes,
emphosizing thot these contributions should be monoged tronsporently ond
efficiently for the benefit of oll. Also, they stoted thot exponding the tox bose would
reduce the government's relionce on borrowing. ln porticulor, they supported toxing
multinotionol corporotions operoting within the country, pointing out thot these
entities rely heovily on locol lobor ond infrostructure. The residents olso urged ihe
government to exercise prudence in revenue monogement by curbing wosteful
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spending ond oggressively tockling corruption to moximize the impoct of collecied
toxes.

rs. Additionolly, residents colled for robust public sensitizotion ond meoningful civic
educotion to ensure citizens fully understond the bill's provisions. They stressed the
importonce of engoging the public through inclusive porticipotion processes. The
noted the importonce of the public hoving o cleor understonding of the bills
suggested before oiring their views on the proposols. Furthermore, they odvocoted
for equitoble revenue distribution to counties to strengthen devolution ond enhonce
service delivery of the grossroots level.

Clouse 6

r+. The public supported the proposol to tox multinotionol enterprises (MNEs) operoting
in Kenyo, porticulorly those in the digitol ond globolized economy. They stoted thot
the minimum top-up tox oims to copture revenue from corporotions benefiting from
locol morkets without contributing odequotely to the tox bose.

rs. Residents emphosized thot toxotion of MNEs would oddress economic imbolonces
where lorge corporotions often exploit low-tox jurisdictions, depriving the country of
criticol revenue. They stoted thot this olso oims to improve tox complionce ond
foirness, ensuring thot foreign businesses contribute their foir shore to Kenyo's
economy.

Clouse 7

ro. The public expressed support for the proposol of moking contributions to the Sociol
Heolth lnsuronce Fund (SHIF) deductible under the tox lows. Moking these
deductions ollowoble would incentivize individuols ond employers to contribute to
universol heolth coveroge, thereby enhoncing occess to essentiol heolthcore
services for oll Kenyons. They emphosized thot prioritizing heolth-reloted tox
incentives ensures thot Kenyons. porticulorly vulneroble groups, con occess
offordoble heolthcore while reducing the finonciol burden on households.

Clouse l4(o)

rz. The proposol to exempt pension benefits from toxotion wos met with widespreod
support, with residents emphosizing its potentiol to improve the quolity of life for
retirees. Mony retirees depend solely on their pensions for sustenonce, ond toxotion
on these benefits reduces their olreody limited disposoble income. They noted thot
exempting pensions from tox would ollow older individuols to better monoge
heolihcore costs, support their fomilies, ond mointoin o dignified stondord of living.
Stokeholders olso highlighted thot tox exemptions could encouroge more people to
sove for retirement.

Clouse I 5(ll)(B)(lll)(o)
ra. The residents supported the proposol to impose o 20% withholding tox on non-

residents operoting in digitol morketploces. They orgued thot this meosure would
significontly increose government revenue, which could then be used to bolster
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devolution efforts ond reduce relionce on externol borrowing. They highlighied the
potentiol of such toxotion to fund essentiol services ond infrostructure projects,
contributing to notionol development.

rs. The residents olso roised concerns obout the digitol morketploce tox rote for
residents. They recommends reducing the rote from the current 5% to 2.5% or even
l%, emphosizing the economic chollenges foced by unemployed youth. Mony
young people rely on digitol plotforms for their livelihoods, such os freeloncing ond
contenl creotion, where their eornings ore often low. A lower tox rote, they orgued,
would encouroge more porticipotion in the digitol economy ond provide them with
odditionol disposoble income to reinvest in their businesses. Moreover, youths
stressed the need for the government to creote employment opportunilies to ollow
for greoter economic contributions through toxes.

eo. Although some residents supported the clouse with minimol omendments, there wos
opposition to the proposol oltogether, with some members of the public coutioning
ogoinst double toxotion. They pointed out thot mony digitol plotform poyments
olreody incur toxes ot the source, ond odditionol withholding toxes could unfoirly
burden individuols in this sector. They proposed hoving more precise guidelines to
ensure foirness ond prevent double tox obligotions.

Clouse 20

er. The proposol to exempt row moteriols used in monufocturing sonitory towels ond
diopers from VAT wos supported by most residents. They noted thot this meosure
would moke these essentiol products more offordoble for women ond girls, directly
oddressing o criticol need for menstruol hygiene ond childcore. The public
highlighted the significont impoct on women's heolth ond educotion, with
offordoble sonitory products helping to reduce obsenteeism omong schoolgirls.
However, some members of the public recommends zero-roting these products
insteod of exempting them. Zero-roting would ollow monufocturers to cloim input
VAT, reducing overoll production costs further ond ensuring thot the tox relief is fully
possed on to consumers.

ee. Additionolly, some residents expressed concerns obout removing the row moteriols
for ogriculturol products from the zero-roted cotegory, orguing thot most formers rely
on offordoble inputs to mointoin their livelihoods. lncreosed costs could reduce
ogriculturol productivity ond profitobility, directly offecting the communities thot
depend heovily on forming. They proposed zero-roting ogriculturol inputs,
porticulorly seeds, which residents noted ore olreody too expensive, with the mojority
of the members being formers.

es. Further, they proposed o further increose in toxes for oircroft ond oirplones, noting
thot the people who own these plones con offord to poy more toxes.
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Rejecllon of the Bllls

e+. A section of the residents rejected the bill in its entirety. They roised concerns on the
proposed meosures, porticulorly those offecting the digitol economy,
monufocturing, ond ogriculture, soying they risk worsening the economic burden on
citizens. They noted the increosed withholding tox rotes for digitol morketploces ond
the removol of zero-roting on ogriculturol inputs os meosures likely to stifle innovotion,
inflote production costs, ond hinder growth in vitol sectors. Additionolly, they
emphosized thot the bill does not sufficiently oddress issues of tox equity ond the
toxes collected ore not occounted for. Furthermore, the stokeholders cited the
potentiol for reduced investor confidence, with new toxes on muliinqtionols seen os
possibly detening foreign investment.

3.2.2 KERICHO COUNTY
es. The residents supported the proposols in the bill. They noted thot every citizen ought

to poy their toxes diligently for the government to implement its projects. They noted
thot toxotion ond prudent use of resources, given the current fiscol chollenges, ore
key lo the development of the country.

Clouse 6

ee. The residents supported the clouse. noting thot it will ensure thoi multinotionol
corporotions contribute foirly to the tox system, especiolly when their effective tox
rote folls below l5%. They noted thot introducing o minimum top-up tox will help
oddress tox ovoidonce strotegies, where multinotionol groups shift profits to
jurisdictions with low or no tox rotes.

Clouse l4

ez. The residents supported the proposol to exempt pension befits from toxotion. This
provision will ensure thot retirees will no longer foce tox deductions on their monthly
pension incomes, providing finonciol relief to individuols who depend on their
pension os o primory source of income in retirement. They noted thot this chonge
oims to improve retirees' finonciol stobility ond reduce the tox burden on pension
poyments, which hove troditionolly been subject to income iox. They recommends
increosing the pension benefits some retirees received since most retired long ogo.
Additionolly, they emphosized the need to foctor in the current inflotion ond cost of
living ond recommends odjusting inflotion ond timely disbursement of the funds.

Clouse l5

ea. The residents supported the proposol to introduce o 5% ond 20% withholding tox on
residents ond non-residents, respectively. They noted thot digitol plotforms continue
to grow, porticulorly for freeloncing ond content creotion, ond this will ensure
everyone is within the tox brocket. Those in support emphosized on the foirness in
toxotion ond recommends increosing the rote for non-residents.

zs. Although the residents supported this proposol, some proposed lowering the rote to
1%.They submitted thot some of them ore unemployed, which will discouroge the
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youth from using this plotform to moke ony income. Further, some proposed hoving
bonds to distinguish the high-income eorners from those who moke minimol returns.

Clouse 20

so. The residents supported the exemptions on row moteriols for sonitory towels ond
diopers. They noted thot women hove hod chollenges occessing these
commodities. They recommends to zero-rote them to moke them cheoper.

Clouse 25

sr. The members of Kericho Couniy supported the proposols to increose excise duty on
olcohol, spirits, wines ond cigorettes. They noted these commodities hove hod o
negotive impoct on people's heolth, contributing highly to people controcting lung,
stomoch, ond throot concer. They recommends increosing the rote by 107" Io 50%
os o woy of discouroging people especiolly the youth from using them. Additionolly.
the recommends curbing illicit brews thot ore rompont in the country ond do not foll
under toxotion.

3.2.3 SIAYA COUNTY
se. The residents of Sioyo County mode submissions in support of the Bill, stoting thot the

proposols contoined in the Bill seek to widen the tox bose, enhonce revenue
collection, support economic development, ond improve foirness. They highlighted
os f ollows;

Clouse l4

ss. The residents of Sioyo County, while in support of the clouse. stoted thot the proposol
should further enhonce benefits os highlighted in the Bill. However, they believed thot
the Pensions Act should be omended to revise the minimum pension omount
gronted to on officer under the Act thot hos been in ploce for more thon o decode
to respond to the high inflotion rotes.

Clouse I 5(ii)(B)(iii)(n)

s+. The residents supported the proposol. They noted thot the proposed introduction of
withholding tox on the supply of goods to public entities is oimed ot ensuring tox
complionce by suppliers os it will provide visibility of the tox on the income eorned.

Clouse 20(oXiXiiXlil)

35. The residents supported the proposol noting thot the proposed omendment is oimed
ot ensuring foir toxotion stoting thot the oviotion sector only offects o select group of
people.

Clouse 20(o)(x)

so. The residents supported the proposql noting thot the proposed tox exemption will
boost the locol monufocturing industry for ogriculturol control products ond fertilizers,
directly reduce the finonciol burden on formers. They highlighted thot the
exemptions will promote incentivize investment in modern forming techniques. They
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further stoted thot this meosure will olso ensure food security ond equitoble
economic growth.

Clouse 25(o)(i)(c)(D)(E)(F)

sz. Wonoinchi from Sioyo County supported the increose of excise duty on these
products. They proposed qn increose of the proposed excise duty rote on cigorettes
with filters, without filters, products contoining nicotine or nicotine substitutes ond
liquid nicotine used in electronic cigorettes. They stoted thot higher prices for
cigorettes moy serve os on effective public heolth meosure to curb oddiction, to
improve heolth outcomes. This will olso be o source of revenue for the government.

Clouse 25(o)(i)(J)

sa. The residents were of the opinion thot the proposed excise duty rote on wines ond
olcoholic beveroges bosed on olcohol content should be increosed, stoting thot,
heightening toxes on olcoholic producis will discouroge excessive consumption ond
promote heolthy lifestyles.

Clouse I 5(ii)(B)(iii)(o)

ss. The residents of Sioyo County proposed the deletion of the clouse becouse, in their
view, the digitol morketploce offers vorious opportunities to the unemployed,
especiolly the youth. They stoted thot digitol morketploce ore often toxed ot the
source with the plotform responsible for collecting the remitting toxes.

Commiftee Observolions
The Commltlee wos of o different view lhol the provision's inlenl wqs lo roise revenue
for lhe Governmenl.

Clouse 22

+o. The residents proposed the deletion of this clouse ihe sought to introduce excise duty
on digitol services provided in Kenyo by non-resident businesses through digitol
plotforms will result to the businesses odjusting their pricing, therefore potentiolly
possing the odditionol costs onto Kenyon consumers.

Commltlee Observolions
The Committee wos of o differenl vlew lhol lhe provision's inlenl wos lo roise revenue
for lhe Governmenl.

Clouse 26

+t. They proposed thot the clouse be deleted since increosing the roilwoy development
levy from 1 .5% Io 2.5% will result in on increose in the cost of imports ond potentiolly
increose the cost of commodities such os cors, fuel ond food. The odditionol cost will
eventuolly be possed onto consumers.

Commltlee Observolions
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The Commltlee noled lhot the proposed omendmenl ln respecl of the RDI hos been
lncreosed morginolly. The oddlllonol money collecled on occounl of lhe proposed
increose sholl be commilled lo lhe developmenl of eleckic light roil syslem wilhin
lhe big mehopolis in Kenyo. The Committee however, proposed o new role of 27o.

3.2.4 MOMBASA COUNTY
Clouse 3

+e. Members of Momboso County proposed omending the proposol to increose the
tox-free threshold of retirement benefits from the KES. 360,000 to KES.500,000. Further,
some members proposed to hove the threshold copped oI 50%. This will help in on
increose in disposoble income. Similorly, the members proposed to omend the
proposol to increose tox free employment benefits threshold from KES.60,000 to KES.

r00,000.

Clouse 4

4s. Members of the public were not in support of the proposol to inkoduce withholding
tox for digitol morketploce becouse it will increose the cost of goods ond services
ocquired through digitol plotforms. The members olso noted thot the burden of the
toxes will be possed onto consumers. Additionolly, the proposol will discouroge
innovotion which will limit the opplicotion of the ropidly growing technology.

Commitlee Observolions
The Commitlee wos ol o diflerenl vlew ln thol the intenlion of lhe provlslon wos lo
roise revenue for lhe governmenl. Furlher, lhe Commitlee noled thot the lox is being
imposed on lhe owner of the digitol plotform ond nol on locol users.

Clouse 6

++. Members of Momboso County support the proposol for it will promote foirness in
poyment of toxes os well os heolthy competitive business environment. On the other
hond, some members of the public reject the proposol becouse the costs of
production for multinotionols is low compored the cost of production for locol firms.
lmposing the tox will discouroge investors, leoding to increosed cost of products by
locol firms ond the cost of imports. lt will olso promote unemployment.

Clouse 7

45. The public strongly supported the proposol to moke contributions to the Sociol Heolth
Insuronce Fund (SHIF) ond the Affordoble Housing Levy tox-deductible. They orgued
thot this will reduce their overoll tox burden ond increose disposoble income, which
will encouroge the culture of soving ond promote investment thereby promoting
economic growth. The public emphosized thot this would benefit businesses ond will
olso creote more job opporiunities.

Clouse l4

+o. Members of the public were in support of the proposol to exempt pensions from tox,
stoting retirees should not be subjecied to tox burdens ofter retirement. Pensions
being the primory source of income for retirees, imposing toxes reduces their
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disposoble income thus exposing them to poverty. Retirees should freely occess
bosic needs without ony burden of toxes.

Clouse 20

+2. The members of the public fully supported the proposol to exempt obsorbent
product moteriols from tox for it will reduce costs of the finished products moking
them offordoble to citizens.

Clouse 23

48. Members supported the proposol to exempi ogriculturol products used in
production of beer ond products from excise duty. This will encouroge locol
ogriculture in the country ond stimulote growth of domestic economy. Further. other
members of the public rejected the omendment orguing thot it will promote
uncontrolled drinking ond oddiction to illicit brew which is o mojor setbqck to fomily
institutions ond the educotion sector. Further. they noted the need to hove o
bolonce between controlling illicii brewing ond boosting locol growers. The
government should ensure strict meosures like licensing of olcohol producers to ovoid
mtsuse.

Clouse 25.

+s. The members of the public support the proposol to exempt locolly ossembled
electric vehicles from excise duty becouse it will promote locol industries.

3.2.5 TAITA TAVETA COUNTY
Clouses 8 &9

ro. Most members of Toito Toveto County supported the proposol to hove pensions
exempted from tox. They stoted thot it would increose retirees' disposoble income,
moking them live on offordoble, comfortoble life. They further proposed thot tox-free
retirement benefits should be omended to o threshold of KES.500.000.

Clouse 5

sr. The proposol to introduce the Significont Economic Presence Tox for multinotionols
wos rejected for it would discouroge investors ond olso offect Kenyons negotively.
Multinotionols contribute to the growth of the economy by creoting employment
ond promoting industriolizotion. The members noted the foct the government hos to
roise money through this proposol, but orgued thot some regulotions in the country
discouroge Kenyons from investing locolly. For instonce, the costs of business
registrotion ond getting business permits in Kenyo ore very expensive both in terms of
money ond time.

ss. ln oddition, imposing the new tqx would shift the burden to the consumers who ore
Kenyons. The products ond services from multi-notionols hove been proved over time
to be of good quolity ond stondords ore offordoble. The proposol would most likely
impose the tox burden to Kenyons who ore olreody toxpoyers, through increosed
costs of goods ond services.
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5s. Lostly, Kenyons working for multinotionol componies ocquire different knowledge
ond skills which loter help them in life. lntroducing this tox ond would prohibit
innovotion ond ind ustrio lizotion.

Commitlee Observolions
The Commltlee observed thot digltol service providers typicolly enjoy higher profil
morgins slnce they hove lower operolionol expenses compored lo businesses wllh o
physicol presence. Consequenlly, lhe purpose of lhe increose is lo odjust the
deemed profil lo reflecl whol it would hove been if lhese componies did nol benefil
from reduced producllon cosls.

Clouse 6 (l2G)

r+. The proposol to hove multinotionol Corporotions poy o minimum top tox wos
supported with on omendment to hove o specified rote or omount known os
minimum top up tox which multinotionols will be expected to remit if the rotio of tox
poid on their consolidoted eornings is less thon l5%. This will help ovoid colculotions
of tqx bosed on ossumptions ond will olso prevent the problem of non-disclosure.

Commillee Observolions

The Committee wos of o different view thot o minimum top-up tox is o globol
meosure implemented in over 60 countries where mojor multinotionol componies
operote. As such, excluding it in Kenyo could undermine the tox's opplicotion
mechonism, potentiolly resulting in o constituent compony bosed in Kenyo
underpoying its foir shore of revenue.

Clouse 13

55. Members of the public were ogoinst the proposol to inkoduce o withholding tox on
digitol plotform eornings. They orgued thot users of digitol plotforms ore cotegorized
os smoll-scole businesses thot provide goods ond services with smoll eornings; thus.
subjecting them to tox burdens will be unfoir to them. Additionolly, some members
were interested in the criterio for identifying the digitol plotforms to be subjected to
tox.

so. Additionolly, some members orgued thot the proposol would be deemed double
toxotion. They stoted thot troding on digiiol plotforms entoils severol chorges thot ore
incuned when purchosing goods ond offering services online. The chorges include
mobile tronsfer tronsoction costs ond the prices of purchosed products, of which VAT
is olwoys included.

Commltlee Observollons
The Commlflee noled lhe slokeholder's concerns, However, lt ls the Commltlee's
vlew lhol, lhe provlslon ls lnlended lo improve compllonce whose role ls cunenlly
qulle low.

Clouse 20 (V)
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52. The proposol to exempt obsorbenl product moteriols from VAT wos supported with
citizens of Toito Toveto County. This would lower the prices of products like diopers
ond sonitory towels moking them offordoble to fomilies ond women respectively.

Clouse 2l (o)

ra. The members of Toito Toveto County supported the proposol to hove ogriculturol
inputs exempted from VAT. This would encouroge forming in the country, which
would leod to on increose in production. Further, the members olso noted the need
to hove imported form equipment exempted from toxes to reduce the equipment
cost.

3.2.6 tStOLO COUNTY

Ee. Most members of the public expressed their support for the Bill, recognizing its
potentiol to improve revenue collection ond enhonce service delivery. They
ocknowledged thot the proposed meosures could help strengthen the economy by
increosing government resources to fund criticol sectors such os heolthcore,
educotion, ond infrostructure. However, they emphosized thot for the Bill to ochieve
its intended gools, it is cruciol to ensure thot the revenue collected is monoged
tronsporently ond used effectively to benefit oll citizens. The public stressed thot the
government must implement strong occountobility meosures to prevent misuse or
misollocotion of public funds.

60. Additionolly, they highlighted the importonce of equitoble resource distribution to
ensure no region or community is left behind. Mony pointed out thoi foir use of public
funds is essentiol in oddressing disporities ond promoting inclusive development. They
urged policymokers to prioritize projects thot would hove the most significont impoct
on improving livelihoods, porticulorly in morginolized oreos.

Clouse 4

or. Members of the public were not in support of the clouse on the withholding tox for
digitol morketploces, orguing thot it would increose the cost of doing business in the
country. They expressed concerns thot the odditionol tox burden could discouroge
investment ond innovotion within the digitol economy, which will offect the growth
of digitol plotforms in Kenyo. Critics further pointed out thot the increosed costs might
be possed on to consumers, leoding to higher prices for goods ond services.

Commitlee Observolions
The Commltlee wos of o dlfferenl view ln lhot the lnlenllon ol lhe provlsion wos lo
rolse revenue for lhe government. f urlher, lhe Commltlee noled thol the tox ls being
lmposed on lhe owner of the digllol plolform ond nol on locol users.

Clouse 6- Minlmum lop Up lox
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6e. Members of the public proposed o further omendment to the clouse to set o firm
threshold of either 30% or 40%, emphosizing the need for stricter limits on deductions.
They expressed concern thot mony multinotionol componies frequently report
excessive expenses, significontly reducing their toxoble income ond, consequently,
their tox liobility. According to the members, this proctice undermines the country's
revenue collection efforts, depriving the government of much-needed funds for
development ond public services.

os. They orgued thot the omendment would help ensure thot these corporotions
contribute their foir shore of toxes by copping the ollowoble deductions ot o
reosonoble level. Additionolly, they highlighted thot without such meosures,
multinotionol componies could continue to exploit loopholes in the tox system,
perpetuoting unfoir proctices ond plocing o disproportionote burden on locol
businesses ond individuol toxpoyers.

Commltlee Observolions
The Commltlee observed thot digitol service providers typicolly enjoy higher prolit
morglns since lhey hove lower operolionol expenses compored lo buslnesses wilh o
physicol presence. Consequenlly, lhe purpose of lhe increose is lo odJusl the
deemed profll lo reflecl whot il would hove been if lhese componies did not benefil
from reduced produclion cosls.

Clouse 7

e+. The public expressed strong support for the proposol to moke contributions to the
Sociol Heolth lnsuronce Fund (SHIF) ond the Affordoble Housing Levy tox-deductible.
They noted thot this meosure would effectively increose employees' disposoble
income, os it would reduce their overoll tox burden. According to the public, with
more money in their pockets, workers would hove greoter finonciol flexibility, which
could spur both investment ond consumption.

65. They orgued thot increosed disposoble income would encouroge employees to
sove or invest in personol ventures, thereby promoting economic growth.
Additionolly, higher consumption levels would boost demond for goods ond services,
benefiting businesses ond creoting more .job opportunities. The public emphosized
thot this policy would support individuol finonciol well-being ond stimulote brooder
economic octivity, helplng ochieve sustoinoble growth.

66. Moreover, they highlighted thot, moking these conkibutions deductible would
enhonce the oppeol of the SHIF ond Affordoble Housing progroms, encouroging
greoter porticipotion. This, in turn, would ensure the success of these initiotives,
improving occess to heolthcore ond offordoble housing for mony citizens. They
urged policymokers to prioritize this omendment, viewing it os o procticol step
toword improving both personol ond notionol economic outcomes.
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Clouse l4

oz. Members of the public supported the provision to exempt pensions from tox, orguing
thot reiirees should not foce odditionol finonciol burdens in their loter yeors. They
emphosized thot pensions ore often the primory source of income for mony retirees,
ond loxing them would reduce their disposoble income, potentiolly impocting their
obility to meet bosic needs such os heolthcore ond housing. Supporters further noted
thot exempting pensions from toxotion is o woy to honor retirees' conlributions during
their working yeors, providing them with finonciol security ond dignity in retirement.
They contended thot this exemption would olso help reduce poverty levels omong
the elderly populolion.

Clouse 20- VAT on Aircroft

oa. The public strongly supported the proposol to subject Volue Added Tox (VAT) to
oircroft ond spore ports, orguing thot this move would creote o more competitive
morket for locolly monufoctured products. They highlighted thot the exemption of
VAT on imported oircroft ond ports hos historicolly disodvontoged locol producers,
moking it difficult for them to compete.

Clouse 20- Exemplion of Ferlilizer lrom VAT

6e. Members of the public expressed support for the proposed VAT exemption,
recognizing its potentiol to benefit certoin sectors of the economy. However, they
olso roised concerns obout its impoct on the finol consumer. They noted thot while
businesses might benefit from the exemption, the cost sovings would likely not be fully
obsorbed by the producers. lnsteod, the VAT would be ironsfened down the supply
choin, ultimotely increosing the prices of goods ond services for the end consumers.
This, they orgued, could ploce on odditionol finonciol burden on ordinory citizens,
porticulorly those in lower-income brockets, ond might counteroct the intended
benefits of the exemption. Therefore, they urged policymokers to consider
mechonisms to mitigote these effects ond ensure thot the exemption provides
brood-bosed odvontoges.

Clouse 23

zo. Some members of the public in lsiolo Couniy expressed support for the proposol to
exempt excise duty on ogriculturol products used in producing beer ond spirits. They
orgued thot this exemption would boost the locolly produced ogriculturol goods
morket, providing formers with more stoble ond profitoble outlets for their crops.
According to these supporters, such o meosure would encouroge investment in locol
ogriculture, stimulote rurol economies, ond creote jobs olong the volue choin, from
forming to processing ond distribution. They olso noted thot the increosed demond
for locol row moteriols would reduce dependency on imported inputs, thereby
strengthening the domestic economy.
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71. However, other members of the ptOtic neta o different view, odvocoting for the
removol of oll toxes on ogriculturol products, not just those used in olcohol
produclion. They emphosized thol ogriculture is the bockbone of the economy ond
orgued thot eliminoting toxes ocross the boord would lower production costs,
moking locol products more competitive both domesticolly ond internotionolly. This,
they contended, would benefit o brooder ronge of formers ond ogribusinesses,
ultimotely leoding to greoter food security ond economic resilience. Both groups,
however, underscored the importonce of supportive policies to moximize the
ogriculturol sector's poteniiol, recognizing its criticol role in fostering economic
growth ond improving livelihoods.

Commlttee Observolions
The Commitlee noled thot this provision will reduce lox expendilure, oddress refund
problems

Clouse 24

7c. Mojority of lsiolo County residents expressed support for the extension of the timeline
for the submission of excise duty on olcoholic beveroges, trom 24 hours to the 5th
doy of the following month. They orgued thot the proposed extension would eose
the odministrotive burden on businesses, ollowing them more time to occurotely
colculote ond submit their toxes. Supporters highlighted thot the current 24-hour
deodline is improcticol, porticulorly for smoller businesses thot moy lock the resources
to comply within such o short timefrome. They olso noted thot the extended timeline
would improve tox complionce by reducing errors ond the likelihood of lote
submissions, ultimotely benefiting both businesses ond KRA.

Clouse 25

7s. Some members of lsiolo County proposed omending the clouse to specify thot
revenue collected from toxes on olcoholic beveroges should be eormorked for
rehobilitotion ond reloted support services. They orgued thot simply increosing toxes
on olcohol without o cleor ond torgeted plon to oddress oddiction ond its
ossocioted chollenges would not effectively tockle the underlying issues. According
to the members, mony individuols in the community ore olreody struggling with
olcohol dependency, ond without occess to proper rehobilitotion progroms, higher
toxes would only worsen their plight.

z+. The residents emphosized the foct thot, olcohol oddiction often leods to devostoting
sociol consequences, including the breokdown of fomilies, loss of livelihoods. ond
increosed heolth complicotions. They noted thot ollocoting these funds to
rehobilitotion centers, counseling services, ond public oworeness compoigns would
provide much-needed support to those bottling oddiction, helping them regoin
control of their lives.
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25. However, some individuols opposed the proposol oltogether, orguing thot increosing
toxes on olcohol could inodvertently drive more people toword consuming illicit ond
unreguloted olcohol. They worned thot this could leod to serious heolth risks,
including poisoning, ond exocerbote sociol problems such os crime ond fomily
breokdown. These opponents stressed the need for o bolonced opprooch to
support the ogriculturol sector without encouroging hormful olternotives in the
olcohol morket.

Clouse 26

zo. The residents of the County did not support the increose of RDL

Commitlee Observolions
The Commitlee noled thot lhe proposed omendment in respect of the RDt hos been
increosed morginolly. Ihe oddilionol money collecled on occounl of lhe proposed
increose sholl be commifted lo the developmenl of on eleclric light roil syslem wilhin
lhe big mehopolis in Kenyo. The Commitlee, however, proposed o new role of 2%.

Generol- Rejeclion ol the Blll in ils enlirety

zz. A few members of the public were ogoinst the Bill, orguing thot it would impose
unnecessory tox burdens on the people of Kenyo without providing cleor,
occountoble benefits. They expressed concerns thot the odditionol toxes would
exocerbote the finonciol stroin on both businesses ond consumers, porticulorly in on
olreody chollenging economic environment. These critics highlighted the lock of
tronsporency regording how the revenue generoted from the tox would be used,
questioning whether it would be properly monoged or simply contribute to further
government inefficiencies.

3.2.7 STEPHEN NJOROGE
za. The stokeholder rejected the bill in its entirety. He noted thot these meosures threoten

the well-being of individuols ond businesses olike. He emphosized thot the proposols
include horsh ond unjustifioble meosures thot ploce undue burdens on citizens ond
smoll businesses.

Clouse 26

zs. The stokeholder noted thot the proposed omendment roises the Roilwoy
Development Levy from 1.5% lo 2.5%, significontly increosing the costs of imported
goods. He soid thot this levy will inevitobly leod to higher consumer prices on o wide
ronge of products, impocting households notionwide ond moking everydoy goods
less offordoble for mony.

Commltlee Observollon
The Commltlee noled thot the proposed omendmenl ln respecl of the RDI hos been
lncreosed morglnolly. The oddlllonol money collecled on occounl of lhe proposed
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lncreose shqll be commllled to lhe developmenl of eleclric llght roll syslem withln
the blg mekopolls ln Kenyo. lhe Commltlee however, proposed o new role ol 2%.

Clouse 4

ao. The stokeholder highlighted thot Section l0 of the lncome Tox Act seeks to tox digitol
content creotors-mony of whom ore young people striving to moke o living in on
olreody chollenging job morket. He noted thot the proposol unfoirly torgets
individuols working in the digitol spoce, punishing their creotivity ond resilience in o
context of high unemployment.

Commitlee Observolion
The Committee wos of o differenl view in thot the inlenllon of lhe provision wos lo
rolse revenue for lhe governmenl. Furlher, lhe Commitlee noled thot the lox is being
imposed on lhe owner ol the digitol plolform ond not on locol users.

Clouse 7

a r. The stokeholder submitted thot Section 1 5 of the lncome Tox Act mondotes
contributions to the Sociol Heolth Insuronce Fund (SHIF), despite SHIF's demonstroted
foilures. He highlighted thot heolth focilities ocross the country foce criticol shortoges,
yet citizens ore expected to contribute to o system thot foils to deliver essentiol
heolthcore. He noted thot this policy is on unsustoinoble burden.

Clouse 20 (iv)

ae. The stokeholder highlighted thot the First Schedule of the VAT Act is being omended
in Section 20 to delete porogroph 69, which currently exempts diopers ond sonitory
pods from VAT. He noted thot this chonge, influenced by IMF conditions, directly
torgets women ond children in vulneroble ports of Kenyo. Once VAT on diopers ond
sonitory pods is imposed on monufocturers, the resulting price increose will hove o
ripple effect, moking these essentiol items less occessible to girls, women, ond
children from low-income households.

Commitlee Observolions
The Commltlee noled thot the proposol ls nol lo subjecl monufoclurers lo VAT but to
exempl lhem

3.2.8 RYAN MUREITHI
es. Mr. Mureithi rejected the bill in its entirety. He noted thot these meosures threoten

the well-being of individuols ond businesses olike. He emphosized thot the proposols
include horsh ond unjustifioble meosures thot ploce undue burdens on citizens ond
smoll businesses.

Clouse 26

a*. The stokeholder noted thot the proposed omendment roises the Roilwoy
Development Levy from 13% to 2.5%, significontly increosing costs on imported
goods. He noted thot this levy will inevitobly leod to higher consumer prices on o
wide ronge of products, impocting households ocross the country ond moking
everydoy goods less offordoble for mony.
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Commltlee Observotlons
The Commltlee noled thot lhe proposed omendmenl ln respecl of the RDL hos been
lncreosed morginolly. The oddllionol money collected on occounl of lhe proposed
increose sholl be commilled lo lhe developmenl of elechic light roil syslem wilhin
the big melropolis in Kenyo. The Commitlee however, proposed o new rqle of 2%.

Clouse 4

es. The stokeholder highlighted thot Section l0 of the lncome Tox Act seeks to tox digitol
content creotors-mony of whom ore young people striving to moke o living in on
olreody chollenging job morket. He noted thot the proposol unfoirly torgets
individuols working in the digitol spoce, punishing their creotivity ond resilience in o
context of high unemployment.

Committee Observolions
The Commitlee wos of o differenl view in thot the inlenlion of lhe provision wqs lo
roise revenue for lhe governmenl. Furlher, lhe Commltlee noled thot lhe lox is being
imposed on lhe owner of the digitol plotform ond nol on locol users.

Clouse 7
ao. The stokeholder submitted thot Section I 5 of the lncome Tox Act mondotes

contributions to the Sociol Heolth lnsuronce Fund (SHIF), despite SHIF's demonstroted
foilures. He highlighted thot heolth focilities notionwide foce criticol shortoges. yet
citizens ore expected to contribute to o system thot foils to deliver essentiol
heolthcore. He noted thot this policy is on unsustoinoble burden.

Clouse 20 (iv)

sz. The stokeholder highlighted thot the First Schedule of the VAT Act is being omended
in Section 20 to delete porogroph 69, which currently exempts diopers ond sonitory
pods from VAT. He noted thot this chonge, influenced by IMF conditions, directly
torgets women ond children in vulneroble ports of Kenyo. Once VAT on diopers ond
sonitory pods is imposed on monufocturers, the resulting price increose will hove o
ripple effect, moking these essentiol items less occessible to girls, women, ond
children from low-income households.

Commitlee Observolions
The Commitlee noted thot lhe proposol is nol lo subjecl monufoclurers lo VAT bul lo
exempt lhem

3.2.9 SANAABIT CONSULTANCY LTD
CLAUSE 13

as. THAI, clouse l3 of the Bill be omended-

(o)in porogroph (o), by odding the following new porogroph immediotely ofter the
proposed new porogroph (s)-
(t) the sole of scrop ;
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(b)in porogroph (b), by odding the following new porogroph immediotely qfter the
proposed new porogroph (n)-
(o) the sole of scrop.

CLAUSE I5

ss.THAT, clouse l5 of the Bill be omended in porogroph (b), by inserting the following
new item immediotely ofter item (i)-

(iio) in porogroph 2, by odding the following new sub-porogroph immediotely
ofter subporogroph (m)-

(n) in respect of the sole of scrop, one ond holf per cent of the gross omount,
which sholl be o finol tox.

Juslificolion
This is meont to protect the locol scrop industry ond incentive the sector ond
hormonize the sector.

Commitlee Observotions
The Commitlee noled the stokeholder's submission ond believed thol the proporol
would spur lhe seclor's growlh.

CLAUSE 25

so. Sonobil Consulting is proposing the deletion of the excise duty on "lmported posto
of toriff 1902 whether cooked or not cooked or stuffed (with meot or other
substonces) or otherwise prepored, such os spoghetti, mocoroni, noodles. losogno,
gnocchi, rovioli, connelloni, couscous, whether or not prepored" oppeoring in
porogroph I of Port I of the First Schedule of the Excise Duty Act os this hos hod o
negotive effect on the locol mwononchi, considering thot this is o stople food
omongst most Kenyons.

gt. Thot clouse 25 of the Bill be omended in porogroph (o)-

(i) by inseriing the word "phormoceuticol" immediotely ofter the words "by o
registered" oppeoring in the proposed new toriff description oppeoring in
item (i)(A);

(ii) ln G by deleting the excise duty rote of cool ond replocing with 2% of the
Volue.

(iii) by inserting the following new items ofter item (i) (L)-
(LA) by deleting the toriff description "lmported cortons, boxes ond coses of

corrugoted poper or poper boord ond imported folding cortons, boxes
ond cose of non-corrugoted poper or poper boord ond imported
skillets, free-hinge lid pockets of toriff heoding 48i 9.10.00, 4819.20.10 ond
4819.20.90" ond conesponding rote of excise duty ond substituting
therefor the following new toriff description ond coresponding rote of
excise duty.
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Description

lmported cortons, boxes ond
coses of conugoted poper or
poper boord ond imported
folding cortons, boxes ond cose
of non-corrugoted poper or
poper boord ond imported
skillets, free-hinge lid pockets of
ioriff heoding 4819.10.00,
4819.20.10 ond 4819.20.90, but
excluding those originoting from
Eosi Africon Community Portner
Stotes thot meet the Eost Africon
Community Rules of Origin

Rote of excise duty
25% or sh.200 per
kilogromme,
whichever is

higher.

(LB) by deleting the word "imported" oppeoring in the toriff description
"lmported Articles of plostic of toriff heoding 3923.30.00 ond 3923.90.90";

(LC) by deleting the toriff description "lmported posto of toriff 1902 whether
cooked or not cooked or stuffed (with meot or other substonces) or
otherwise prepored, such os spoghetti, mocoroni, noodles, losogne,
gnocchi, rovioli, connelloni, couscous, whether or not prepored" ond
the conesponding rote of excise duty.

Commitlee Observollons
The Commitlee ogreed wilh lhe Slokeholders, noting thol introducing excise duty hos
mode lhe locol Poslo, o slople food. expensive ond oul of reoch for ordinory
Kenyons. Kenyo's locol produclion copocily is slill inodequole, meoning lhe counlry
is sllll dependenl on imporls. Furlher, lhe imposilion ol excise duty on food llems lends
lo moke food llems expenslve.

Excise Duty on Gloss Botlles

se. The stokeholder proposed imposing 35% excise duty on lmported gloss boltles
(excluding imported gloss bottles for pockoging of phormoceuticol products), with
the exclusion of gloss bottles imported from ony of the countries within the Eost
Africon Community or on excise duty rote to be revised to o specific duty of
$160/Tonne whichever is higher. They noted thot this omendment wos introduced
through o previous Finonce Act ond hos hod o positive impoci on Kenyon gloss
bottle monufocturers who hove previously been exposed to unfoir trode proctices
from countries within the Common Morket for Eostern & Southern Africo (COMESA),
lndio, ond Chino, omong others thot offer subsidies. Additionolly, the row moteriols
utilized by gloss bottle monufocturers ore olmost one hundred percent locolly
procured.

Commltlee Observotlons
The Commltlee ogreed wilh the slokeholders, noling lhol lhe objecllve of imposlng
the exclse duty ls to promole locol copoclty ond lnduslry.
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NEW PROPOSATS

es. The siokeholder proposed omending the First Schedule to the Excise Duty Act to
exempt from the current excise duty rote of 25%, imported cortons, boxes, ond coses,
of conugoted poper or poperboord, folding cortons, skillets lobels of poper ond
poper boord, originoting from Eost Africon Community Portner Stotes thot meet the
Eost Africon Community Rules of Origin. They noted thot this would encouroge trode
omongst the portner stotes os envisoged by the Protocol thot would creote the Eost
Africon Community Customs Union.

s+. Additionolly, they submitted thot they support lhe Government's move to support
locol monufocturers but the envisoged benefits of the some hove not been fully
gornered due to molproctices by importers of the commodities. The oforementioned
commodities ore primorily utilized in the phormoceuticol industry ond reloted to
goods exempted from tox in the post.

e5. The stokeholder further noted thot to eliminote misclossifying the toriff codes by
importers which result tox evosion of excise duties, Sonobil Consulting proposes on
introduction of o specific duty rote of KES 200 per kilogrom for oll items under toriff
code 3920.10.10 ond thot imported items under toriff code 3920.10.,l0 be excisoble
ot o rote ol 20%.

Commitlee Observolions
The Commltlee noled thol the monufocluring componies in Kenyo hove lhe
copocily lo meel oll lhe requlremenls of this lnduslry. The exponslon of lhe locol
componies hos, in lhe posl, been hindered becouse of the unfoir compelilive
odvonloge given lo foreign monufoclurers who ore nol subjecl lo lhe exocl lox
requlremenls os locol monuloclurers.

3.2.I0 WAMAITHA GITHINJI
Clouse 4

e6. The stokeholder proposed deletion of the clouse becouse Kenyon citizens, especiolly
the youth, rely on the orgonizotions thot provide services in the digitol morketploce.
She stoted thot introducing odditionol toxes increoses business costs, resulting in even
more unemployed people. She stoted thot there is o need to enoct meosures to
reduce unemployment ond increose opportunities for orgonizotions to do business
in Kenyo insteod of enocting lows leoding to orgonizotions leoving ond moking
Kenyons redundont.

Commltlee Observollons
The Commltlee wos of o dlfferenl vlew ln thot lhe inlenlion of lhe provlslon wos lo
rolse revenue for lhe governmenl. Furlher, lhe Commltlee noled thot the lox ls belng
lmposed on lhe owner of the dlgltol plotlorm ond nol on locol users.

Clouse 22
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e7. The stokeholder proposed the deletion of the clouse becouse, in her view, Kenyons
hove olreody been overtoxed with 55% of their income going to the government
without the ciiizens receiving commensurote services from the notionol government.
Additionolly, she noted thot the cost of living hos increosed becouse of the increose
in toxes introduced in the lost 2 yeors ond componies ore relocoting from Kenyo
becouse of the over toxotion.

98.
Commitlee Observotion
The Committee wos of o differenl view in thot the lnlention of lhe provision wos lo
roise revenue for lhe governmenl. Furlher, lhe Commitlee noled thot the lox is being
imposed on lhe owner of lhe digitol plotform ond nol on locol users.

Clouse 26

ss. The stokeholder proposed the deletion of the clouse becouse in her view this will
result in on increose in the cost of fuel ond thot will further increose the cost of living
for Kenyons of oll wolks of life. She noted thot the Kenyo Notionol Bureou of Stotistics
published o report soying Kenyons hove been pushed into poverty becouse of the
high cost of living.

Commitlee Observolions
The Commitlee noled thol the proposed omendment in respect of lhe RDI hos been
increosed morginolly. Ihe oddilionol money collecled on occounl of lhe proposed
increose shqll be commitled lo lhe developmenl of elechic light roil syslem wilhin
the big melropolis in Kenyo. The Committee however, proposed o new rote of 2%.

3.2.I I CPA JAMES MWENDA
Clouse 5

roo. Delete the proposol ond mointoin the current DST regime. He further proposed
increosing the DST rote from the cunent 1.5%to 3%to improve the revenue collected.
Additionolly, he proposed exponding DST from the ombit of the lncome Tox Act to
the Miscelloneous Fees ond Levies Act. He noted thot this protects it ogoinst bose
erosion thot moy inodvertently be coused by entering into double toxotion
ogreements (DTAS).

ror. The stokeholder stoted thot there ore no relioble revenue stotistics globolly
regording the performonce of SEPT ond the world's developed economies seem to
fovor DST over SEPT. He further highlighted thot the Africon Tox Administrotion Forum
(ATAF) recently conducted o study thot indicoted thot Africon countries will benefit
more from o DST rote ol 3% ol the minimum, ond Digitol Toxes, if ploced under
lncome Tox, suffer from erosion due to Double Toxotion Agreements.

Commitlee Observollon
The Commltlee observed thot dlgltol servlce provlders typlcolly enJoy hlgher proflt
morglns slnce lhey hove lower operollonol expenses compored lo buslnesses wllh o
physlcol presence. Consequenlly, lhe purpose of lhe lncreose ls lo odjust the
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deemed proflt to reflect whql ll would hove been lf lhese componies dld not benefll
from reduced producllon cosls, Furlher, lhe Commltlee recommends lo deflne SEPT

bosed on the VAT lhreshold.

3.2.I2 THE STRAIHMORE TAX RESEARCH CENTRE
Clouse 2

roe. The stokeholder supported the proposol os it stonds to simplify regulotory
fromeworks for retirement funds. They noted thot by ollowing registrotion solely with
the Retiremeni Benefits Authority, it reduces bureoucrotic hurdles ond encouroges
complionce omong fund monogers. Additionolly, they stoted thot the improved
definition of the term royolty is essentiol for odopting to the digitol economy with o
brooder definition ensuring thot oll forms of income from intellectuol property ore
toxed oppropriotely reducing the levels of revenue losses.

Clouse 3

ros. The stokeholder supported the proposol noting thot the increose is o timely
response to economic pressures since roising the threshold ollows employees to
retoin more disposoble income, which con stimulote consumer spending ond
support economic growth. lt ocknowledges inflotionory pressures foced by workers
ond promotes finonciol stobiliiy.

Clouse 4 & 5

ro+. The stokeholder proposed the deletion of SEPT ond replocing it with Digitol Doto
Tox. They noted thot o Digitol Doto Tox, os proposed by the World Bonk report by
Cristion Oliver Lucos-Mos ond Ro0l F6lix Junquero-Vorelo, is o much better opprooch
to toxing the digitol economy. lt could involve o form of licensing tox, o much eosier
method where online businesses will be required to register with the KRA ond be
issued wiih o digitol license thot worronts the conduct of online businesses where oll
porties stond to goin. The proposol is well-bocked due lo its progressive noture ond
obility to increose tox morole, notwithstonding its olignment with internotionol
proposols ond proctices.

ros. Additionolly, they proposed in the cose where the Significont Economic Presence
Tox is prefened, we believe thot the proposed rotes moy be excessively high. High
tox rotes could deter foreign investment ond increose costs for locol businesses using
digitol plotforms.

Commltlee Observollon
The Commltlee observed thot dlgltol servlce provlders typlcolly enjoy hlgher proflt
morglns slnce they hove lower operolionol expenses compored lo buslnesses wllh o
physlcol presence. Consequenlly, lhe purpose of lhe increose ls lo odjusl lhe
deemed profll to reflecl whol ll would hove been ll these componles dld nol benefll
from reduced producllon cosls,
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Clouse 6

roo.The stokeholder noted thot o l5% minimum top-up tox moy deter foreign direct
investment (FDl) os it positions Kenyo os o higher-tox jurisdiction compored to other
countries in the region. Without odequote provisions for foreign tox credits or
exemptions, MNEs could foce double toxotion on their profits once in Kenyo ond
ogoin in their home countries.

Commitlee Observolion
The Commitlee wos of o differenl view lhol o mlnimum lop-up lox is o globol meosure
implemenled in over 60 counlries where mojor mullinolionol componies operole. As
such, excluding it in Kenyo could undermine lhe lox's opplicotion mechonism,
potentiolly resulting in o consliluenl compony bosed in Kenyo underpoying its foir
shore of tevenue.

Clouse 7

roz. The stokeholder supported the clouse noting thot increosing deductible omounts
oligns with globol best proctices in promoting retirement sovings, leoding to greoter
finonciol security for citizens. They noted thot this incentivizes employers to contribute
more towords employee retirement plons providing o much-needed relief for the
people of Kenyo.

Clouse l4 (b) & (c)

roe. The stokeholder proposed the deletion of the clouses os the smooth tronsfer of
immovoble property through the creotion of fomily trusts will become much more
expensive. They noted thot this chonnel creotes o form of tox relief during properiy
tronsfer. but it olso incentivizes the formotion of fomily trusts for proper monogement
of properties. Without this incentivizotion, fomily properties moy be squondered ond
others left destitute. This provision moy exocerbote conflict within the fomily.

Commitlee Observolion
The Commitlee ogreed with the slokeholder noling thol lhe princlpol lncome of o
fomlly trusls comprises of ossels lhol include cosh tronsfened inlo lhe husl by lhe
setllor, os such should nol be consldered os on income of lhe lrusl ond lherefore nol
subjecl lo lox.

Clouse I 5

ros. The stokeholder proposed to omend the proposol to consider o more minor
increose in tox ond consider clorifying if the some rotes opply to non-residents os well
os residents. They noted thot the enormous jump from 5% of the gross turnover of o
business to 30% of the profit of o business moy discouroge the growth of the digitol
spoce in the end. Additionolly, Residents should be chorged lower thon non-
residents to encouroge the growth of the locol digitol spoce.

Commltlee Observollon
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Ihe Commltlee noled lhol clouse l5 sels oul lhe roles for resldenls ond non-residenls
on the vorlous lox obllgolions. Fudher, lhe stokeholder hos nol speclfled whlch llem
is being referred lo. ln ony cose lhe roles for residenls ore much lower lhon lor non-
resldenls.

Clouse 20 (o) (vii)

I ro. The stokeholder proposed deletion of this clouse ond retoining the current stotus
noting thot this moy negotively offect the motor vehicle industry ond other reloted
industries such os tronsportotion, worehousing, morketing ond ossembling.

Commitlee Observolion
The Commitlee ogreed wilh the slokeholder lo incenllvize the tourism seclor hence
lhe exemplions should remoin.

Clouse 20 (b) (iv)

r r r. The stokeholder proposed deletion of the clouse ond retoining the entry fees os
exempt. They noted thot Notionol porks ond reseryes ore o key source of tourism
revenue, both locol ond internotionol. An increose in the price of entry moy
discouroge tourism, especiolly locol tourism.

Committee Observolions
The Commitlee ogreed with the slokeholder lo incenlivize lhe lourism seclor hence
lhe exemplions should remoln

Clouse 25 (o) (i) (A)

r re. The stokeholder noted increosing excise duty of imported sugor excluding sugor'
to Shs. 7.50 per kg moy discouroge the importotion of sugor, thereby offecting the
importotion sector.

Commltlee Observotlons
The Commltlee observed thot it is vilol lo prolecl lhe locol sugor induslry ond give
lhem compelilive odvonloge. However, lhe Commitlee noled lhe need lo exempl
imporled sugor for indushiol use os ll is o row moleriol.

Clouse 25 (o) (i) (B)

r r3. The stokeholder supported the proposol noting thot this moy creote o fovoroble
otmosphere for the growth of electric cor ossembly plonts in the country.

Clouse 2s (o) (l) (C; D; E; & F)

r r+. The stokeholder noted thot increosing the excise duty rote of these products moy
leod to on increose in their prices, thereby leoding to o decline in cigorette trode in
the country, ond for nicotine products, it moy leod to o decline in nicotine trode ond
use in the country.
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Commltlee Observollons
Ihe Commltlee observed thot the lnlenl of lhe proposol ls lo dlscouroge consumpllon
of lhese producls due lo lheir negolive externolilies such os effecl on heollh coused
by cigoretle smoking. Addilionolly, hormonizolion of lhe role ol both lhe filler ond
non-fillered cigoretles is meonl to protect revenue leokoge os o resull of mis-
declorolion ond misreporling. The uniform rqle of loxolion will eose lhe odmlnislrollon
of loxolion of lhese producls.

Clouse 2s (o) (i) (c)

rrs.Delete the proposol. The siokeholder noted thot imposing 25% excise duty on
imported Electric fronsformers would leod to increosed costs of these items in the
country, thereby leoding to expensive ond deloyed mointenonce of tronsformers.

Commitlee Observolions
The Commitlee ogreed with the slokeholder.

r ro. Additionolly, imposing excise duty rote of 35% of the totol customs volue, or shs. 100
per kg on lmported ceromic sinks, wosh bosins, wosh bosin pedestols, boths, bidets,
woter closet pons, flushing cisterns, urinols ond similorsonitory structures would offect
the construction industry, due to the increose of prices.

Commitlee Observolions
The Commltlee ogreed wilh the slokeholder lo delele lhe proposol.

r rz. Further they noted thot imposing 5% ol lhe totol customs volue or 27,000 per metric
ton of excise duty on Cool moy leod to on increose in its price to the morket. Since
cool is o highly used source of energy, on both smoll scole, such os households, ond
lorge scole, such os industries, this rise sholl offect not only the economy by cousing
o downword decline but olso lower the stondord of living for fomilies thot moy not
be oble to offord cool.

Commitlee Observollons
The Commltlee noled lhol lhe proposed excise duty of Ksh27000 per MI ls woy obove
lhe cosl of cool in lhe lnlernolionol morkel. lherefore, lhere is o need lo revlew lhe
proposed excise duty.

Clouse 2s (o) (l) (x)

r ra. The stokeholder noted thot roising the excise rote chorged on imported sugor
confectionery by shs. 42.91 per kilogrom of the totol customs volue, bringing the
proposed rote to shs 85.82 per kilogrom, moy increose their prices.

Commltlee Observollons
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The Commltlee noled lhe slokeholders' views; however, lhe proposol lo lncreose lhe
exclse duty role ls meonl lo prolecl the locol lndustry ond glve il o compellllve
odvonloge.

Clouse 25 (o) (i) (l)

r rs. The stokeholder proposed deletion of the clouse noting thot imposing o 207" excise
duty on the products listed will greotly offect the textile industry in the country, ond
moy leod to economic stroin ond higher prices.

Commltlee Observolion
The Commltlee noled lhe slokeholders concerns however; lhe Commitlee wos of the
vlew lhol lhis will prolecl lhe locol monufocluring industry.

Clouse 25 (o) (l) (M)

reo. The stokeholder submitted thot this proposol be deleted becouse inclusion of self-
odhesive plotes, sheets, film, foil, tope ond strips of plostics in the tox brockei, ond
thereby chorging them on excise tox of 25% ol the totol customs volue or Kshs 75 per
kilogrom- whichever is higher is set to offect the hospitolity ond cotering industry,
putting o stroin on them.

Commitlee Observolion
The Commltlee noled lhe slokeholders concerns however; lhe Commitlee wos of lhe
view lhot lhis will prolect lhe locol monufocluring industry.

Clouse 25 (b) (D

ret. The stokeholder noted thot roising the excise rote chorged on telephone or internet
ond doto services by 5% of the totol customs volue, bringing the proposed roting to
2O%.Ihis moy leod to the increose of their prices.

Commltlee Observolion
The Commitlee ogreed wlth the stokeholder's proposol lo delele the clouse ond
moinloin lhe currenl role of l5%. Ihis will help curb the increose in consumer prices
ond supporl lhe Botlom-Up Economlc Tronsformolion Agendo (BEIA) plllor on
promotlng the digitol superhlghwoy ogendo.

Clouse 25 (b) (ll; ili; lv; & v)

vc.Ihe stokeholder noted thot roising the excise rote chorged on betting, goming,
prize competition, & lottery by 25% of the totol customs volue, bringing the proposed
roting to l5% moy leod to increosed prices.

Commltlee Observollon
The Commlttee noled lhol lmposlng o higher exclse duly role on bettlng. gomlng,
prlze competitlon & lottery wlll likely yleld more revenue. Addillonolly, lt wlll
dlscouroge bettlng, whlch ls commendoble.
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Clouse 26

res. The stokeholder proposed deleting the clouse os roising this levy by l% of lhe totol
customs volue sholl leod to increosed prices for customs, thereby reducing the
purchosing power of fhe customers ond skoin the olreody preexisting trode relotions.

Commitlee Observolion
The Commitlee noted thot the proposed omendmenl in respecl of the RDI hos been
increosed morginolly. The oddilionol money collecled for lhe proposed increose
sholl be commitled lo developing on eleclric light roil syslem within lhe big
mehopolis in Kenyo. Ihe Commitlee, however, proposed o new role ol 2%.

3.2.I3 ASSOCIATION OF PENSION TRUSTEES AND ADMINISTRATORS OF KENYA
Clouse 14

re+. APTAK proposed omending the clouse by deleting the words "provident funds". The
stokeholder noted thot the Notionol Treosury circulor no. 9 of 2024 issued policy
guidelines to close provident funds ond move to pension funds. The provident funds
ore no longer opplicoble.

3.2.14 KENYA ASSOCTATTON OF MANUFACTURERS (KAM)
Clouse 2 (d)

le5. KAM proposed the deletion of the clouse becouse the proposed chonge includes
poyments for softwore thot does not gront intellectuol property (lP) rights to o
person. Additionolly, including softwore under the definition of royolty goes ogoinst
internotionol best proctices such os the Orgonisotion for Economic Co-operotion
ond Development (OECD). Article l2 of its Model Tox Convention on lncome ond
Copitol, provides thot softwore distributors only poy for the ocquisition of the softwore
copies ond not exploit ony rights in the softwore copyrights. Therefore, poyments in
these tronsoctions should be deolt with os business profits ond not os royolties.

reo. Further, Kenyon Courts hove issued o judgment upholding the OECD interpretotion.
This wos in the infomous cose of Seven Seos Iechnologies Limited v Commissioner of
Domestic loxes, lncome Tox Appeo/ No. 8 of 2017) where fhe courl held thot
poyment of o license fee for soffwore did not meon ocquiring ony portiol rights in
copyrighl ond thus noi subjecl to royolty.

Commitlee observollons
The Commltlee wos of o dlfferenl vlew lhol lhe provlsion does nol deol wilh lhe
dlslrlbullon of softwore.

New proposed Amendmenls lo lhe VAI Act:
rez. Section I / of the Volue Added Tox Act, is to be omended in subsection (5) by

inserting the following new porogrophs (f) ond (g) immediotely ofter porogroph (e):
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(f ) such excess orising from moking zero-roted supplies but wos not recovered by
lhe regisiered person within two yeors os o result of the Commissioner's re/ionce
on the opporlionment formulo under Porogroph 8(2) of the Volue Added Tox
Regulotions,20lT.

(g) input tox orising from the purchose or tmporlotion of copitol goods for use in
the production of zero-roted supplies.

re8. Section l7(5) of the Volue Added Tox Act, be omended by odding the following
proviso immediotely ofter the provisos to Subsection (5):

"Provided f urlher thot, notwithstonding ony other provision of this Acf, o regislered
person moy opply for o refund under Section l7(5)(f) within two yeors from the
cornrnencement of lhis provision."

res. The proposed omendment is premised on the onology thot monufocturers who
trode in both zero-roted ond stondord-roted supplies hove incurred o substontiol
omount of excess input volue-odded tox ("VAT") credits. To improve its cqsh flow,
the monufocturing componies periodicolly opply for refunds of the excess input VAT
orising from production of zero-roted supplies. Monufocturers continue to encounter
chollenges in their VAT refund opplicotion upon the enoctment of the VAT
Regulotions, 2017 which introduced o formulo ("the 2017 formulo") under Regulotion
8 (2) to determine the portion of input VAT refundoble to on entity thot produces
both zero+oted ond stondord+oted supplies. As o result, some of the monufociurers
hove occumuloted o substontiol omount of VAT credits (Credit odjustment Vouchers
(CAV) ii is unoble to recover or offset ogoinst our output. This situotion hos left us in o
perpetuol VAT credit position leoding to severe cosh constroints.

Commitlee observollon
Ihe Commitlee noled lhe slokeholders views ond recommends lhol lhe Nolionol
freosury ond KRA flnds o woy lo resolve lhe motler.

Clouse 2l (o). (b), (c) ond (d)

rco. The stokeholder proposed the deletion of clouse 2l (o) ond (b) becouse the
tronsfer of ihese products from zero roted stotus to exempt implies thot the input VAT
poid on overheods such electricity, tronsport, woter ond logistics will not be
refundoble. These inputs constitute opproximotely 30% ol the totol production cost
of these products. As such the tronsfer will increose the price of essentiol ogriculturol
commodities significontly.

Commitlee Observollon
The Commlttee noled lhe proposol however, lhey recommends exempllon of lhese
goods wlll porlly reduce lhe cosls of lhe lnpuls ond lurlher reduce lhe burden of lox
refunds.

rsr. The stokeholder proposed the deletion of the proposed clouse 2l (c) ond (d) on
removol of fertilizers from the second schedule (zero rote) of the VAT Act becouse
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fertilizers support high crop yields by providing crops with the nutrients required which
in return enhonces food quolity ond security. In oddition, over the yeors, Kenyo hos
otkocted investments in fertilizer monufocturers. Removing the some from the zero-
rote schedule will subject fertilizers to more toxes, moking them unoffordoble to
formers.

Commitlee Observolions
The Commitlee noled the proposol. However, lhey recommend lhol the exemplion
of lhese goods will porlly reduce lhe cosls of the inpuls ond furlher reduce lhe burden
of lox refunds.

New Proposol
rse. The stokeholder proposes the introduction of ltem 27 on Plonts ond Mochinery of

Chopters 84 ond 85 under the First Schedule of the Volue Added Tox Act to Exempt
plont ond mochinery trom 16% VAT. The bosis for ihe proposed new omendment is

thot the Tox Low Amendment Act 2020 wos deleted from the VAT-exempt Schedule
plonts ond mochinery, thereby subjeciing them to l6%VAT under ltem 27 of the First

Schedule of the Volue Added Tox Act. However, plont ond mochinery ore q criticol
osset to the business operotions oround which the whole business revolves to ensure
productivity. Globolly, business plont ond mochinery costs ore incentivized to
encouroge investments ond subsidize costs for monufocturers thus the introduction
of VAT on plonts ond mochinery hos olso led to increosed VAT refunds owed to
monufocturers. Therefore. VAT is needed to be exempted from mochinery to ensure
it is not coptured under the lTox system os copitol expenditure input items.

Commitlee Observolion
The Commitlee wos of o differenl view lhol lhis is o revenue-roising meosure.

rss. The stokeholder proposes omendment of the Second Schedule to the Volue Added
Tox Act in Port A os follows;

(o)By inserting the following new porogroph immediotely ofter porogroph 35

"36. Moteriols, woste, resldues ond byproducts, whelher or not in the form of
pellefs. ond preporotions of o kind used in onimol feeding of toriff numbers
I 2 I 3.00.00. I 2 I 4. I 0.00.

2308.00.00, 2309.90.10, 2302.t0.00, 2303.20.00, 2304.00.00, 2306.20.00,
2306.4t.00. 2306.50.00. 2306.90.00, 2835.26.00. 2309.t0.00. 2309.90.90,
2302.30.00, 2303.30.00, 2306.t0.00, 2306.30.00. 2306.49.00, 2306,60.00,
2835.25.00 ond "

(b) delete Port I of the First Schedule in the VAT Act

rs+. The bosis for the proposed new omendment is thot onimol feeds remoin to be o
significont cost for formers. Consequenily, the high cost of feed constroins the
competiiiveness of Kenyo's livestock sector os it results in higher prices for finol
products os there is o need to recover the ossocioted production costs, hence
ensuring the sustoinobility of businesses. Therefore, to support the livestock sector,
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there is o need to reduce further the costs reloted to onimol feeds os this will enhonce
the sector's competitiveness. Zero-roting onimol feeds will indeed be one of the
policy directives to support the livestock sector. The current stotus of VAT exemption
meons thot onimol feed monufocturers connot cloim input VAT reloted to electricity
ond reloted costs.
Commitlee Observolion
Ihe Commitlee ogreed with the slokeholders.

Clouse 23

ls5. KAM supported the proposol, noting thot there is o need to develop strict
regulotions on spirits to ovoid high illicit olcohol incidence becouse it will increose the
level of locol row moteriol sourcing, which will benefit ogriculturol volue oddition, not
to mention positively impocting the socioeconomic stotus of formers ond volue
choin ployers in Kenyo. Moreover, spirits products ore eosily counterfeited ond
involve occessible blending processes, hence the need for strict regulotions to
support the odministrotion of excise remission on spirits.

Clouse 25 (o) (i) (A)

tso. Amend to define who o registered monufocturer is since the definition of registered
monufocturers will clorify who should benefit from exclusion from tox poyment. Similor
incentives (for exomple import duty exemption on industriol spore ports) took
monufocturers ioo long to implement due to similor odministrotive gops.

Commitlee Observotion
The Commitlee noled lhe stokeholder's proposol.

Clouse 25 (o) (i) (C)

tsz. Delete the clouse ond odopt o proposol of excise increoses of 1.5%,3%,3%,3%
from finonciol yeor 2025/2026 to 2029/2030 respectively becouse the proposed
excise increose will render tobocco monufocturing operotions in Kenyq
uncompetitive, jeopordize employment opportunities ond put ot risk the gl00 million
onnuol foreign curency generoted by the industry for the country.

Commltlee Observolion
The Commitlee observed thot the proposol inlends lo discouroge lhe consumplion
of lhese producls due lo lhelr negollve exlernolllles, such os lhe effecl on heqlth
cqused by clgoretle smoklng. Addltlonolly, hormonizollon ol lhe rote of both flllered
ond non-fillered clgoretles is meonl lo prolecl ogoinsl revenue leokoge os o resull
of mlsdeclorollon ond misreporling. The unlform role of loxotlon wlll eose lhe
odmlnlslrolion of loxollon of lhese producls.

Clouse 25 (o) (i) (E)
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rs8. Delete the clouse ond odopt o proposol of excise increoses ol 1 .5%,3%,3% ond 3%
from the finonciol yeor 202512026 lo 202912030 respectively for products contoining
nicotine or nicotine substitutes intended for inholotion without combustion or orol
opplicotion since the proposed chonge in excise duty in the Bill will result in o 25%
excise duty increose in orol nicotine pouches.

Commitlee Observotlons
The Commitlee observed thot the proposol inlends lo discouroge lhe consumplion
of lhese products due lo lheir negolive exlernolilies, such os lhe effecl on heollh
coused by nicotine producls. Additlonolly, lhe proposed loxqlion of lobocco
producls will olso discouroge lheir consumplion.

Clouse 25 (G): lnhoduclion of 57" on cusloms volue or Kshs. 27,000 per MT on Cool
rss. Delete the clouse becouse Cool is omong the most widely used fuels for power

generotion due to its low cost, ond ovoilobility to power high-intensive industries
globolly, regionolly. ond locolly. Further. Cool is on inlegrol port of Cement Clinker
ond cement monufocturing ond therefore to ensure thot locol componies produce
offordoble products, their costs for row moteriols, intermediote products, ond inputs
must remoin low. This will likely mqke the production cost reloted to cement
significontly higher. Further, opplicotion of the tox will offect the construction sector
in terms of potentiol job loss in the sector ond revenue loss to the government.

Commitlee Observolions
The Commitlee noled thot lhe proposed excise duty of KShs. 27000 per MT is woy
obove lhe cost of cool in inlernqlionol morket. Therefore, lhere is need lo review lhe
proposed excise duty.

Clouse 25 (G): Flool gloss ond surfoce ground or polished gloss, in sheels

r+o. Delete the clouse becouse the proposed introduction of 35% of custom volue or
Shs. 200 per kilogrom of floot gloss, will significontly roise processing costs, with
potentiolly devostoting consequences for the gloss industry in Kenyo. lt is olso
importont to note thot oll of the gloss processors generote o tremendous omount of
revenue for the government through toxes ond economic octivity. lntroducing the
excise duty on floot gloss could odversely offect this revenue streom in the long run.

Commitlee Observolion
The Commlttee noled lhe slokeholders concern, however. they recommends lo
omend lhe HS code lo reploce 7fi)5 for o co,recl HS code 7007.

Clouse 25 (G): lmposillon of l5% excise duty on lmporled prlnllng lnk of torlff 3215.I1.00
ond 3215.19.00 excludlng orlglnoling lrom EAC.

ta,r. Delete the Clouse since the proposol will offect monufocturers in the print sector
where ink is used in the monufocture of exercise books, textbooks, ond notebooks,
thus increosing the cost of Exercise books ond stotionery, cousing the costs in the
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educotion sector to rise. Additionolly, this will increose the prices of locol
commodities os the prices will be tronsferred to the finol consumer. Further, Kenyo's
export products competitiveness will significontly decline within the region since this
proposol will impoct the pockoging moteriols for export products. Additionolly, KAM
proposes the provision of duty remission on input for monufocturer ink which includes
resin ond locquers.

Commitlee Observollon
The Commlttee noled lhe slokeholder's proposol however, they noled lhot the
proposol ls oimed incenllvize the locol monufoclurers.

Clouse 25 (H)

r+e. Delete clouse becouse the doubling of the excise duty os proposed is not
sustoinoble os this increqse connot be possed on to consumers by woy of higher
prices without leoding to o collopse in soles volumes. This will leod to lower tox
collections for the government os excise duty revenue is dependent on
tonnoge/volumes. lt will olso leod io reduced finonciol investment by businesses in
the sector, which will leod to loss of income ond jobs in the retoil sector. Mointoining
rotes ot cunent levels will ollow businesses involved in the morketing ond distribution
of these products to sustoin ond grow soles volume. This will enoble the government
to meet its revenue collection torgets ond keep incomes ond jobs in the retoil sector
sofe.

Commitlee Observolion
The Commltlee noled thot the slokeholders view, however. lhe proposol lo increose
lhe exclse duly rote ls meonl lo prolecl lhe locol induslry ond glve them compelllive
odvonloge.

Clouse 25 (l)

ra's. Delete clouse bosed on the foct thot Kenyo hos the highest duty structure for resins
in the region thus it ploces undue disodvontoge for point monufocturers for locol
monufocturers. Notobly export of points from Kenyo hove reduced since the
introduction of excise duty from 1500 tons to 1200 tons between 2021 ond 2022, wilh
imports increosing in the some period. Excise duty on resins not locolly monufoctured
is therefore detrimentol to locol industry.

Commltlee Observollons
The Commltlee noled lhe slokeholders concerns however; lhe Commltlee wos of lhe
view lhol thls wlll prolecl lhe locol monuloclurlng lnduslry.

Clquse 25 (o) (l) (J)

r++. Amend the wine excise duty rote to reod os below:
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(J) in the descripfion of "Wines including f ortified wines, ond other olcoholic
beveroges obtoined by f ermentotion of fruits", by deleting the
conesponding rote of excise duly ond subsliiuling therefore the rote of
excise duly "shs. I0 per centiliter of pure olcohol";

r+r. They submitted thot this would olign ihe excise duty rote for spirits with thot of our
regionol counterports, Ugondo ond Tonzonio, guoronteeing consistency ond
competitiveness within the Eost Africon Community morket. The disporities in tox
rotes con leod to morket distoriions, for exomple, cross-border olcohol smuggling,
undermining locol businesses ond tox revenue collections.

Commitlee Observolion
The Commitlee noled thot the oim of lhe proposol wos lo roise oddilionol revenue
for lhe Governmenl qnd chorge excise duty on olcohol conlenl.

Clouse 25 (o) (i) (K)

r+e. Amend the beer rote to reod os below:

(K) in the descriplion of "Beer, Cider, Perry, Meod, Opoque beer ond
mixlures of fermented beveroges with non- olcoholic beveroges ond
spirituous beveroge of olcoholic strength nol exceeding 6%", by de/efing
lhe conesponding rote of excise duly ond substituting therefore the role of
excise duly "shs. 20 per centilitre of pure olcohol"

r+2. They emphosized thot High excise duties leod to increosed costs for both
monufocturers ond consumers, which con disproportionotely burden lower-income
consumers. This drives them to purchose cheoper olternotives which ore illicit.

Provided lhot beer, cider, perry, meod, opoque beer, ond mixtures of
fermented beveroges with non-olcoholic beveroges ond spinluous
beveroges monuf octured by licensed smo/l independenl brewers sho/l
be sublect lo fhe rote of "shs. l0 per centililre of pure olcohol."

K(l) An independent smoll brewer meons o person iicensed under
seciion l7 ond hos met lhe below oddilionol criterio:

(o) Hos been gronled o /icense by the Kenyo Reven ue Authority
cerlifying lhe Person os o smo// independent brewer.

(b) When gronting lhe license the Kenyo Revenue Authoity shol/ ensure
fhot the opplicont sho/l hove o moximum onnuol production copocity
of 150,000 litres ond ihe person sholl o/so not be offilioled with ony locol
or internotionol olcohol monuf octurer.

(c) The Kenyo Revenue Authoity Commissioner sholl revoke the /icense
once the brewer hos surpossed the onnuol production copocity of
150.000 litres.
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14,8. They highlighted thot this will enhonce clority ond foir competition through o
defined production cop ond to support smoll businesses ond locol entrepreneurs.

Commitlee Observolion
The Commitlee noted thot the proposol oimed lo roise oddilionol revenue for the
Government ond chorge excise duty on olcohol contenl.

Clouse 25 (o) (i) (t)

r+s. Retoin the proposed spirits rote becouse the new excise rote will increose
complionce, moinly becouse the incentive to evode high toxes is lifted. lmproved
complionce enhonces doto copture, morket tronsporency, ond occurote tox
revenue predictions.

Commitlee Observolions
The Commltlee noled lhot the proposol oimed lo roise oddilionol revenue for lhe
Governmenl ond chorge excise duty on olcohol conlenl.

New proposed Amendmenls

rro. Amend Clouse 25 (o) (i) (L) to reod os follows:

(L) "ln the description of "spirifs of undenotured ethyl olcohol; sptits liquevrs, ond
other spiituous beveroges of olcoholic slrength exceeding 6%", lhe excise duty
role is stoted os "shs. l0 per cenlilitre of pure olcohol"; Provided lhol Undenolured
Extro Neulrol dtcohot shenglh exceeding 80% being purchosed by o duly
regisfered olcohol monuloclwer sho,, be subjecf to lhe rate of Kes. 356 per lilre.

l5t. They noted thot Extro Neutrol Alcohol (ENA) is o row moteriol used to monufocture
spiritous beveroges. lf tox rote is chonged to be ABV bosed it will significontly
occosion cosh flow chollenges to monufocturers. ie monufocturers will hove to poy
upfront Kes. 950 per liter (96% obv' Kes. l0 per cl) os opposed to current Kes. 356 per
liter. Looking ot our neighboring countries, Tonzonio does not cunently chorge on
excise tox on ENA. whereos Ugondo currently chorges Ush.2,500 per liter. As such,
our cunent excise rote of ENA is four times the Ugondo rote thus reducing cosh flow
ond moking locol monufocturing in Kenyo uncompetitive.

Commltlee Observqlion
The Commlttee noled lhe proposol however, does nol wish lo lnhoduce complexles
ln lhe odmlnlstrollon ol exclse duly on Spirils.

Clquse 25 (l) (M)

tse. Remove PVC edge bonding clossified under HS code 3920.43.90 for furniture
monufocturers becouse these ore speciolist PVC bosed products which ore not
monufoctured in the EAC. The excise tox sought lo protect other PVC products
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however becouse this HS code hos o very wide description, it olso includes severol
PVC products not mode in the EAC.

Commitlee Observolion
The Commitlee noted lhe slokeholder's concerns however noled lhol lhe proposol
will discouroge use of ploslics in line wilh climole chonge.

New proposed Amendmenls

rrs. Amend the Excise Act to include the following omendments providing for loss of
ollowonce for spirits in tronsit os follows:

2) The Commissioner moy, in lhe oscertoin ment of the volume of spints,
co/cuiofe os follows-

(i) by use of o moss flow meler ot twenty degrees centigrode

fii) Wrth on occurocy of +/-3% of the meosured volume in /ifres.

rs+. Further, they noted thot the Excise Regulotions provide for the oscertoinment of
volumes of spirits os follows:

(2) Where the Commissio ner under porogroph (l) direcls oscerloinment by
weighing, the volume sho// be colcu/oted-

i)by meons of olcohol hydrometer ond the ossocioled proclicol
olcohol toble; or

li) by use of on oulomoted density meter ot twenty degrees
cenligrode.

tss. However, the process of meosuring the volume of Spirits sold by distillers or received
by monufocturers of spirits hos chonged due to the introduction of moss flow meters
which ore opproved by Weights ond Meosures for custody tronsfer opplicotions. lt is

importont to note thot the temperoture hos on effect on ethonol volume reodings.
When the reodings ore token ot wormer temperotures, the ethonol quontity is usuolly
higher os opposed to o colder temperoture. This lock of stondordizotion normolly
results in significont losses. Monufocturers tronsporting spirits continue to be offected
by losses due to the evoporotion of the some. This continues to unfoirly increose costs
required ond there is o need to hove o foir colculotion of the some.

Commltlee Observollon
The Commltlee noled lhls progresslve proposol ond recommends lhe proposol be
occommodoled ln the lulure revlews of lhis seclion.

rso. Amend The First Schedule to the Excise Duty Act Schedule in Port I os below:
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ln lhe description ol "lmpoded eggs of torill heoding 04.07". by inserting lhe words
"excludlng eggs originoling ftom Eosl African Communily Portner Sloles fhof meel
the Eost African Communily Rules of Or?in " ot lhe end lhereof

rsz. They submitted thot the Finonce Act 2021 introduced o 257" excise duty on
imported eggs of loritt O4O7 which hos been chorged on both toble/fresh eggs ond
hotching eggs. Unfortunotely, the excise duty increosed the cost of sourcing
hotching eggs from the EAC region required to produce chicken. thereby offecting
Kenyo's competitiveness in poultry products. Since Kenyo is o signotory to the EAC
Treoty ond its Protocols, Kenyo needs to ireot products originoting from EAC Portner
Stotes in the some monner os Kenyon products. Additionolly, in the curreni Tox Lows
(Amendment) Bill, there ore similor exemptions where excise duty will not be chorged
on products originoting from EAC portner stotes, e.9., imported printing inks.
Therefore, eggs originoting from EAC portner stotes should be exempted from the
excise duty.

Commitlee Observqlion
The Commltlee noled lhe slokeholder's proposol ond recommended exempling
eggs meonl for holching insleod of loble eggs.

r58. Amend The First Schedule to the Excise Duty Act Schedule in Port I os below:

by inserting lhe word "lmported" immediotely before fhe descnplion ol "Food
Supplemenfs"

rrs. They noted thot the current toxotion structure in the food supplement industry hos
offected the obility of locol products to compete ogoinst internotionolly imported
bronds thot dominote the morket. ln terms of excise duty, locol monufocturers ore
poying excise duty on both the inputs (self-odhesive plostic stickers - 391 9.90.90) ond
the finol product. Unfortunotely, they ore unoble to offset the excise duty chorged
on the pockoging moteriol ogoinst thot chorged on the finol product os pockoging
moteriol is not deemed o row moteriol to which the excise con be offset ogoinst the
finol product os per Section l4 of the Excise Duty Act. This is double toxotion for locol
food supplement monufocturers Therefore, there is o need to creote o level ploying
field for locol monufoctured food supplements ogoinst imported food supplements
ond this hos been done in other industries such os chocolote ond sugor
confectionery where monufocturers enjoy protection from imports through on Excise
Duty which is only imposed on imported products.

Commlttee Observollon
The Commltlee wos of o diflerenl vlew lhol lhe exclse duty ls necessory for rolslng
revenue.

Clouse 26
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160. Delete clouse 26 becouse increosing of RDL to two-point 'tive (2.5%l percent will
odversely impoct the locol monufocturing sector. The Finonce Act, 2023 hod
reduced RDL from 2.5% Io I.5% in on effort to reduce the cost of row moteriols ond
incentivize growth of locol monufocturing. This proposol to return the RDL rote bock
lo 2.5% is likely to reverse ony economic progress mode through Finonce Act,2023.

Commitlee Observolion
The Commltlee noted thot the proposed omendmenl in respecl of the RDI hos been
increosed morginolly. Ihe oddillonol money collecled on occounl of the proposed
increose sholl be commilled lo lhe developmenl of electric lighl roil syslem wilhin
the big mehopolis in Kenyo. The Commitlee however, proposed o new role of 27".

New Proposol lo omend the lhird Schedule of lhe Miscelloneous Fees ond Levies Acl.

ror. Amend the miscelloneous fees ond Levies Act to remove kroft poper of HS codes
4804.21.00; 4804.31.00 ond 4804.11.00 from the list of products ottrocting EIPL

becouse kroft poper clossified under the HS codes 4804.29.00 ond 4804.21.00 is

utilized for the monufocture of pockoging moteriol used in primory pockoging of
food products such os Ungo ond tetro pock for milk ond yogurt. As such, the
imposition of the export ond investment promotion levy hos significontly increosed
the cost of production ond hence reduced the competitiveness of Kenyon exports
to the region ond the world.

Commitlee observotion
The Commitlee noled thot the levy is nol under considerolion ln lhis blll, ond lhe
proposol moy be considered in lhe fulure.

3.2.I 5 GRANT THORTON
Clouse 25
roe. Deletion of the proposol of l5% excise duty on wogers ond stokes in betting ond

goming octivities ond replocement with 5% on deposits mode by punters or ployers.
This will guorontee the collection of tox revenue where excise duty is collected ot
source when customer deposits their funds to their goming wollet.

Commitlee observolion
The Commitlee noled lhol imposing o higher excise duty role on bettlng, goming,
prize competition & lotlery ls likely to yield more revenue. Addilionolly, ll wlll
dlscouroge bettlng whlch ls commendoble.

Clouse 20 (o)
ros. Delete the proposol ond retoin the products os exempt. Moking the obove services

Votoble increoses the cost of doing business. They noted thot introducing VAT on
these items will moke Kenyo on expensive tourism destinotion. Domestic tourism hos
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seen o surge recording 2.25 million bed nights, up 1O% from lost yeor os per Kenyo
Tourists Boord. There is need to encouroge ihe trend.
Commitlee observolion
The Commltlee ogreed wilh the slokeholder.

Clouse 20 (b)
ro+. Delete the proposol ond retoin the services os exempt. Moking these services

votoble will increose the cost of doing business ond moke Kenyo on expensive
tourism destinotion. Further, the introduction of VAT on betting, goming, ond lottery
services will erode the octuol stoke o customer ploces per bet ond. therefore, will
odversely impoct the withholding lox on winnings collected.
Commitlee observolion
The Commitlee noled lhe slokeholders concerns. However, lhe Commitlee noled
lhol lmposing VAT on betllng, goming, & lotlery is likely to yield more revenue.
Addltionolly, il will discouroge betting which is commendoble.

3.2.I6 TRAVET 'N STYTE LTD

Clouse 20 (b) (iii)
ros. Delete the proposol thot seeks to chorge VAT on oir ticketing services supplied by

trovel ogents ond retoin oir ticketing services os VAT-exempt. The proposol to
introduce VAT on oir ticketing services will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo, offect the operoting costs ond morgins
in the oir trovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of controdiction in the Convention on lnternotionol
Civil Aviotion (Chicogo Convention), lnternotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
VAT guidelines which Kenyo is o signotory os per Article 2 (5) of the Constitution of
Kenyo,20l0.

Commitlee observolion
The Commltlee ogreed wilh the slokeholdel

3.2.r 7 MOHAMED BAFAGTH (VOGUE TOURS & TRAVE|. tTD)
Clouse 20 (b) (iil)
toe. Delete the proposol thot seeks to chorge VAT on oir ticketing services supplied by

trovel ogents ond retoin oir ticketing services os VAT exempt. The proposol to
introduce VAT on oir ticketing services will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo, offect the operoting costs ond morgins
in the oir trovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of controdiction in the Convection on lnternotionol
Civil Aviotion (Chicogo Convention), lnternotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
VAT guidelines which Kenyo is o signotory os per Article 2 (5) of the Constitution of
Kenyo,20lO.

Commltlee observollon

Reporl on lhe conslderollon of Tox Lows (Amendment) Bill, 2024 (Noflonol Assembly Bllls No.
47 o120241,



The Commitlee ogreed wlth the slokeholder

3.2.I8 SILVERBIRD TRAVET PLUS LTD

Clouse 20 (b) (iiD
roz. Delete the proposol thot seeks to chorge VAT on oir ticketing services supplied by

trovel ogents ond retoin oir ticketing services os VAT exempt. The proposol to
introduce VAT on oir ticketing services will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo, offect the operoting costs ond morgins
in the oir trovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of controdiction in the Convection on lnternotionol
Civil Aviotion (Chicogo Convention), lnternotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
VAT guidelines which Kenyo is o signotory os per Article 2 15) ot the Constitution of
Kenyo,20l0.

Commitlee observolion
The Committee ogreed with the slokeholders

3.2.I9 PHYTIS GITAU
Clouse 20 (b) (iii)

roe. Delete the proposol thoi seeks to chorge VAT on oir ticketing services supplied by
trovel ogents ond retoin oir ticketing services os VAT exempt. The proposol to
introduce VAT on oir ticketing services will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo, offect the operoting costs ond morgins
in the oir trovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of controdiction in the Convection on lnternotionol
Civil Aviotion (Chicogo Convention), lnternotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisotion for Economic Corporoiion ond Development (OECD) internotionol
VAT guidelines which Kenyo is o signotory os per Article 2 (5) of the Constitution of
Kenyo,20l0.

Commitlee observollon
The Commitlee ogreed with the slokeholder

3.2.20 OTTINAR MKOTO ALUKUMA

Clouse 20 (b) (iii)
ros. Delete the proposol thot seeks to chorge VAT on oir ticketing services supplied by

trovel ogents ond retoin oir ticketing services os VAT exempt. The proposol to
introduce VAT on oir tickeiing services will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo, offect the operoting costs ond morgins
in the oir trovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of conkodiction in the Convection on lnternotionol
Civil Aviotion (Chicogo Convention), lnternotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
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VAT guidelines which Kenyo is o signotory os per Article 2 (5) ot the constitution of
Kenyo,20l0.

Commitlee observolion
The Commitlee ogreed wlth the slokeholder

3.2,2I PHOEBE MWENDE KYALO
Clouse 20 (b) (iii)
rzo. Delete the proposol thot seeks to chorge VAT on oir ticketing services supplied by

trovel ogents ond retoin oir ticketing services os VAl-exempt. The proposol to
introduce VAT on oir ticketing services will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo, offect the operoting costs ond morgins
in the oir trovel sector ond leod to loss of revenue streoms for governmenl. Further,
this proposol roises on element of controdiction in the Convection on lnternotionol
Civil Aviotion (Chicogo Convention), Internotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
VAT guidelines which Kenyo is o signotory os per Article 2 (5) of the constitution of
Kenyo,20l0.

Committee observolion
The Commitlee ogreed with lhe slokeholder

3.2.22 F AIIH MUMBUA KIOKO
Clouse 20 (b) (iii)
rzr. Delete the proposol thot seeks to chorge VAT on oir ticketing services supplied by

trovel ogents ond retoin oir ticketing services os VAT exempt. The proposol to
introduce VAT on oir ticketing services will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo, offect the operoting costs ond morgins
in the oir trovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of conkodiction in the Convection on lnternotionol
Civil Aviotion (Chicogo Convention), lnternotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
VAT guidelines which Kenyo is o signotory os per Articte 2 (5) of the Constitution of
Kenyo,20l0.

Commitlee observolion
The Commitlee ogreed wilh lhe slokeholder

3.2.23 STEVE MUTINYA
Clouse 20 (b) (iil)
rze. Delete the proposol thot seeks to chorge VAT on oir ticketing services supplied by

trovel ogents ond retoin oir ticketing services os VAT-exempt. The proposol to
introduce VAT on oir ticketing services will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo, offect the operoting costs ond morgins
in the oir trovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of controdiction in the Convection on lnternotionol
Civil Aviotion (Chicogo Convention), lnternotionol Civil Aviotion Orgonisotion (ICAO)
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ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
VAT guidelines which Kenyo is o signotory os per Article 2 (5) of the Constitution of
Kenyo,2010.

Commitlee observotion
The Commitlee ogreed with the slokeholder

3.2.24 ILY BEYOND AFRICA
Clouse 20 (b) (iii)
rzs. Delete lhe proposol ihot seeks io chorge VAT on oir ticketing services supplied by

trovel ogents ond retoin oir ticketing services os VAT exempt. The proposol to
introduce VAT on oir ticketing services will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo, offecl the operoting costs ond morgins
in the oir trovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of controdiction in the Convection on lnternotionol
Civil Aviotion (Chicogo Convention), lnternotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
VAT guidelines which Kenyo is o signotory os per Article 2 (5) of the Constitution of
Kenyo,20l0.

Commitlee observolion
The Committee ogreed with the slokeholder

3.2.25 DIDI TRAVETS TTD

Clouse 20 (b) (iii)
rz*. Deleie the proposol thot seeks to chorge VAT on oir ticketing services supplied by

trovel ogents ond retoin oir ticketing services os VAT exempt. The proposol to
introduce VAT on oir ticketing services will increose the cost of domestic ond
internotionol trovel within qnd outside Kenyo, offect the operoting costs ond morgins
in the oir trovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of controdiction in the Convection on lnternotionol
Civil Aviotion (Chicogo Convention), lnternotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
VAT guidelines which Kenyo is o signoiory os per Article 2 (5) of the Constitution of
Kenyo,20l0.

Commltlee observolion
Ihe Commltlee ogreed wilh lhe stokeholder

3.2.26 KtSHORt SHAH
Clouse 20 (b) (lii)
rzr. Delete the proposol thot seeks to chorge VAT on oir ticketing services supplied by

trovel ogents ond retoin oir ticketing services os VAT exempt. The proposol to
introduce VAT on oir ticketing services will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo, offect the operoting costs ond morgins
in the oir trovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of controdiction in the Convection on lnternotionol
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Civil Aviotion (Chicogo Convention), lnternotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
VAT guidelines which Kenyo is o signotory os per Article 2 (5) of the Constitution of
Kenyo,20l0.

Committee observolion
The Commitlee ogreed wllh the slokeholder

3.2.27 JAMES GITONGA
Clquse 20 (b) (iii)
rzo. Delete the proposol thot seeks to chorge VAT on oir ticketing services supplied by

trovel ogents ond retoin oir ticketing services os VAT exempt. The proposol to
introduce VAT on oir ticketing services will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo, offect the operoting costs ond morgins
in the oir trovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of controdiction in the Convection on lnternotionol
Civil Aviotion (Chicogo Convention). lnternotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
VAT guidelines which Kenyo is o signotory os per Article 2 (5) of the Constitution of
Kenyo,20l0.

Commitlee observolion
The Commillee ogreed wlth the slokeholder

3.2.28 KIIRU MAHIAINI
Clouse 20 (b) (iii)
tzz. Delete the proposol thot seeks to chorge VAT on oir ticketing services supplied by

frovel ogents ond retoin oir ticketing services os VAT exempt. The proposol to
introduce VAT on oir ticketing services will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo, offect the operoting costs ond morgins
in the oir trovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of controdiction in the Convection on Internotionol
Civil Aviotion (Chicogo Convention), lnternotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
VAT guidelines which Kenyo is o signotory os per Article 2 (5) of the Constitution of
Kenyo,20l0.

Commitlee observolion
The Commltlee ogreed wlth the slokeholder

3.2.29 TILIAN MING'ALA
Clouse 20 (b) (lli)
rza. Delete the proposol thot seeks to chorge VAT on oir ticketing services supplied by

trovel ogents ond retoin oir ticketing services os VAT exempt. The proposol to
introduce VAT on oir ticketing services will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo, offect the operoting costs ond morgins
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in the oir trovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of controdiction in the Convection on lnternotionol
Civil Aviotion (Chicogo Convention), lnternotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
VAT guidelines which Kenyo is o signotory os per Article 2 (5) of the Constitution of
Kenyo,20l0.

Commitlee observollon
The Commitlee ogreed with the slokeholder

3.2.30 MAURICE MUNYAO
Clouse 20 (b) fliD
rzs. Delete the proposol thot seeks to chorge VAT on oir ticketing services supplied by

trovel ogents ond retoin oir ticketing services os VAT exempt. The proposol to
introduce VAT on oir ticketing services will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo, offect the operoting costs ond morgins
in the oir trovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of controdiction in the Convection on lnternotionol
Civil Aviotion (Chicogo Convention). lnternotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
VAT guidelines which Kenyo is o signotory os per Article 2 (5) of the Constitution of
Kenyo,20l0.

Commitlee observolion
The Commitlee ogreed with the slokeholder lo incenlivize lhe lourism seclor hence
the exemplions should remoin

3.2,3I SPTASH WORLD TRAVEI. LIMITED

Clouse 20 (b) (ilD
rao. Delete the proposol thot seeks to chorge VAT on oir ticketing services supplied by

trovel ogents ond retoin oir ticketing services os VAT exempt. The proposol to
introduce VAT on oir ticketing services will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo, offect the operoting costs ond morgins
in the oir trovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of controdiction in the Convection on lnternotionol
Civil Aviotion (Chicogo Convention), lnternotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
VAT guidelines which Kenyo is o signotory os per Article 2 (5) of the Constitution of
Kenyo,2010.

Commltlee observollon
The Commlllee ogreed wlth the slokeholder

3.2.32 NICANOR SABUTA
Clouse 20 (b) 0ll)
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l8r. Delete the proposol thot seeks to chorge VAT on oir ticketing services supplied by
trovel ogents ond retoin oir ticketing services os VAT exempt. The proposol to
introduce VAT on oir ticketing services will increose the cost of domestic ond
internolionol trovel within ond outside Kenyo, offect the operoting costs ond morgins
in the oir trovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of controdiction in the Convection on lnternotionol
Civil Aviotion (Chicogo Convention), lnternotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
VAT guidelines which Kenyo is o signotory os per Article 2 (5) of the Constitution of
Kenyo,20l0.

Commitlee observolion
The Commitlee ogreed wilh lhe slokeholder

3.2.33 TRAVET CREATIONS LTD

Clouse 20 (b) (iii)
l8e. Delete the proposol thot seeks to chorge VAT on oir ticketing services supplied by

trovel ogents ond retoin oir ticketing services os VAT exempt. The proposol to
introduce VAT on oir ticketing services will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo, offect the operoting costs ond morgins
in the oir trovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of controdiction in the Convection on lnternotionol
Civil Aviotion (Chicogo Convention), lnternotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
VAT guidelines which Kenyo is o signotory os per Article 2 (5) of the Constitution of
Kenyo,2010.

Commitlee observolion
The Commitlee ogreed with the slokeholder

3.2.34 PHOENIX SAFARI
Clouse 20 (b) (iii)
rss. Delete the proposol thot seeks to chorge VAT on oir ticketing services supplied by

trovel ogents ond retoin oir ticketing services os VAT exempt. The proposol to
introduce VAT on oir ticketing services will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo, offecl the operoting costs ond morgins
in the oir trovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of controdiction in the Convection on lnternotionol
Civil Aviotion (Chicogo Convention), Internotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
VAT guidelines which Kenyo is o signotory os per Article 2 (5) of the Consiitution of
Kenyo,2010.

Commltlee observolion
The Commltlee ogreed wlth the slokeholder

Reporl on lhe conslderotlon of Tox tows (Amendment) Bill, 2024 (Notlonol Assembly Bills No
47 ot2O24l,



3.2.35 AIRMASTERS
Clouse 20 (b) (iii)
rs+. Delete the proposol thot seeks to chorge VAT on oir ticketing services supplied by

trovel ogents ond retoin oir ticketing services os VAT exempt. The proposol to
introduce VAT on oir ticketing services will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo, offect the operoting costs ond morgins
in the oir irovel sector ond leod 1o loss of revenue streoms for government. Further,
this proposol roises on element of controdiction in the Convection on lnternotionol
Civil Aviotion (Chicogo Convention), Internotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
VAT guidelines which Kenyo is o signotory os per Article 2 (5) of the Constitution of
Kenyo,20l0.

Commitlee observolion
The Committee ogreed with the stokeholder

3.2.36 tSABEt WAtRtMU
Clouse 20 (b) (iii)
r85. Delete the proposol thot seeks to chorge VAT on oir ticketing services supplied by

trovel ogents ond retoin oir ticketing services os VAT exempt. The proposol to
introduce VAT on oir ticketing services will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo, offect the operoting costs ond morgins
in the oir trovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of controdiction in the Convection on lnternotionol
Civil Aviotion (Chicogo Convention), lnternotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
VAT guidelines which Kenyo is o signotory os per Article 2 (5) of the Constitution of
Kenyo,2010.

Commitlee observolion
The Commitlee ogreed wlth the slokeholder

3.2.37 BETTERBY TIMITED

Clouse 20 (b) [iD
reo. Delete the proposol thot seeks to chorge VAT on oir ticketing services supplied by

trovel ogents ond retoin oir ticketing services os VAT exempt. The proposol to
introduce VAT on oir ticketing services will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo, offect the operoting costs ond morgins
in the oir irovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of controdiction in the Convection on lnternotionol
Civil Aviotion (Chicogo Convention), lnternotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
VAT guidelines which Kenyo is o signotory os per Article 2 (5) of the Constitution of
Kenyo,2010.

Commltlee observollon
The Commitlee ogreed wlth lhe slokeholder
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3.2.38 ANNE NG'ENDO
Clouse 20 (b) (iii)
raz. Delete the proposol thot seeks to chorge VAT on oir ticketing services supplied by

trovel ogents ond retoin oir ticketing services os VAT exempt. The proposol to
introduce VAT on oir ticketing services will increose the cost of domestic ond
internotionol kovel within ond outside Kenyo, offect the operoting costs ond morgins
in the oir trovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of controdiction in ihe Convection on lnternotionol
Civil Aviotion (Chicogo Convention), Internotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
VAT guidelines which Kenyo is o signotory os per Article 2 (5) of the Constitution of
Kenyo,20l0.

Commitlee observolion
The Commitlee ogreed with the slokeholder

3.2.39 BIGMAN TRAVET & HOTIDAYS TIMITED
Clouse 20 (b) (iil)
tea. Delete the proposol thot seeks to chorge VAT on oir ticketing services supplied by

trovel ogents ond retoin oir ticketing services os VAT-exempt. The proposol to
iniroduce VAT on oir ticketing services will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo, offect the operoting costs ond morgins
in the oir trovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of controdiction in the Convenlion on lnternotionol
Civil Aviotion (Chicogo Convention), lnternotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
VAT guidelines which Kenyo is o signotory os per Ariicle 2 (5) of the Constitution of
Kenyo,20l0.

Commltlee observolion
The Commitlee ogreed with the slokeholder

3.2.40 CHRISTINE NDERIMO
Clouse 20 (b) (lii)
ras. Delete the proposol thot seeks to chorge VAT on oir ticketing services supplied by

trovel ogents ond retoin oir ticketing services os VAT-exempt. The proposol to
introduce VAT on oir ticketing services will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo, offect the operoting costs ond morgins
in the oir trovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of controdiction in the Convection on lnternotionol
Civil Aviotion (Chicogo Convention), lnternotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
VAT guidelines which Kenyo is o signotory os per Article 2 (5) of the Constitution of
Kenyo,20l0.
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Commltlee observolion
The Commitlee ogreed wlth the stokeholder

3.2.4I MUMBI NJOROGE
Clouse 20 (b) (iii)
rso. Delele the proposol thot seeks to chorge VAT on oir ticketing services supplied by

trovel ogents ond retoin oir ticketing services os VAT exempt. The proposol to
introduce VAT on oir ticketing services will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo, offect the operoting costs ond morgins
in the oir trovel sector ond leod to loss of revenue sfreoms for government. Further,
this proposol roises on element of controdiction in the Convention on Internotionol
Civil Aviqtion (Chicogo Convention), lnternotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
VAT guidelines which Kenyo is o signotory os per Article 2 (5) of the Constitution of
Kenyo,20l0.

Commiftee observolion
The Commitlee ogreed with lhe slokeholder

3.2.42 DANIET MAINA
Clouse 20 (b) (iii)
rsr. Delete the proposol thot seeks to chorge VAT on oir ticketing services supplied by

trovel ogents ond retoin oir ticketing services os VAT exempt. The proposol to
introduce VAT on oir ticketing services will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo. offect the operoting costs ond morgins
in the oir trovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of controdiction in the Convection on lnternotionol
Civil Aviotion (Chicogo Convention), Internotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisoiion for Economic Corporotion ond Development (OECD) internotionol
VAT guidelines which Kenyo is o signotory os per Article 2 (5) of the Constitution of
Kenyo.20l0.

Commltlee observolion
The Commiflee ogreed wilh lhe stokeholder

3,2.43 RUFUS MUTWIRI
Clouse 20 (b) (iil)
rse. Delete the proposol thot seeks to chorge VAT on oir ticketing services supplied by

trovel ogents ond retoin oir ticketing services os VAT exempt. The proposol to
introduce VAT on oir ticketing services will increose the cosl of domestic ond
internolionol trovel within ond outside Kenyo, offect the operoting costs ond morgins
in the oir trovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of controdiction in the Convection on lnternotionol
Civil Aviotion (Chicogo Convention), lnternotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
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VAT guidelines which Kenyo is o signotory os per Article 2 (5) of the Constitution of
Kenyo,20l0.

Commitlee observolion
The Commitlee ogreed with the stokeholder

3.2.44THE TICKET COMPANY LIMITED
Clouse 20 (b) (iiD
rss. Delete the proposol thot seeks lo chorge VAT on oir ticketing services supplied by

trovel ogents ond retoin oir ticketing services os VAT-exempt. The proposol to
introduce VAT on oir ticketing services will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo, offect the operoiing costs ond morgins
in the oir trovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of controdiction in the Convection on lnternotionol
Civil Aviotion (Chicogo Convention), lnternotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisotion for Economic Corporotion ond Development (OECD) internolionol
VAT guidelines which Kenyo is o signotory os per Article 2 (5) of the Constitution of
Kenyo,20l0.

Commitlee observolion
The Commitlee ogreed wilh lhe slokeholder

3.2.45 COI-LINS MUTUA MUEMA
Clouse 20 (b) (iii)
rs+. Delete the proposol thot seeks to chorge VAT on oir ticketing services supplied by

trovel ogents ond retoin oir ticketing services os VAT exempt. The proposol to
iniroduce VAT on oir ticketing services will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo, offect the operoting costs ond morgins
in the oir trovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of controdiction in the Convection on lnternotionol
Civil Aviotion (Chicogo Convention). lnternotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
VAT guidelines which Kenyo is o signotory os per Article 2 (5) ot the Constitution of
Kenyo,20l0.

Commltlee observolion
The Commitlee ogreed with the slokeholder

3.2.46 ESTHER NJOKI GITONGA
Clouse 20 (b) (nD

rss. Delete the proposol thot seeks to chorge VAT on oir ticketing services supplied by
trovel ogents ond retoin oir ticketing services os VAT exempt. The proposol to
introduce VAT on oir ticketing services will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo, offect the operoting costs ond morgins
in the oir trovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of controdiction in the Convection on lnternotionol
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Civil Aviotion (Chicogo Convention), lnternotionol Civil Aviotion Orgonisotion (ICAO)
ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
VAT guidelines which Kenyo is o signotory os per Article 2 (5) of the Constitution of
Kenyo,20l0.

Commitlee observolion
The Commitlee ogreed with the slokeholder

3.2.47 LEXUNK CONSUT-TtNG
Clouse 7
rso. Amend Clouse 7 of the Bill lo ollow the deduction of Housing Levy contributions to

opply to oll incomes, not just employee income.

Commitlee Observolion
The Commitlee noled lhql lhere is on exisllng provision in lhe Affordoble Houslng Acl
lhol ollows privote business to deducl lhe levy os on expense.

Clouse 12
rsz. Lexlink Consulting proposed thot Section 34 of the Income Tox Act be retoined. The

proposed clouse will creote ombiguity os it will be uncleor when o tox is finol.

Commitlee Observolion
The Commltlee noled lhis is o cleon up lo remove unnecessory deloils ond lo provlde
thol the roles sholl of lox sholl be specifled ln the thhd ond ninlh schedule
respeclively.

Clouse l4 (e)

rsa. Delete clouse l4 os it is discriminotive with preference given to non-residents.

Commlllee Observolion
The Commitlee observed lhot the provislon wos lo give exempllon lo non-resldenls
porticlpotlng in o projecl which is I00% gront ossigned by lhe Kenyon Governmenl.

Clouse 20
rss. Lexlink were in support of the Clouse to exempt goods used in the monufocture of

boby diopers, sonitory towels, ond tompons. Further, they propose the inclusion of
odult diopers in this provision.

Commitlee Observolion
The Commltlee ogreed wllh the slokeholder's proposol.

Clouse 22
eoo. Amend to olign with VAT regulotions thot ollow for simplified registrotion of non-

resident persons to ollow for the implementotion of the tox. The proposol does not
provide o cleor mechonism for how this tox will be imposed on persons who do not
hove o presence in Kenyo.

Commltlee Observollon
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The Commltlee noled thot the proposol wlll be oddressed ln lhe relevonl exclse duly
regulollons ond lhe Tox Procedures Acl.

Clouse 25
eot. Delete the clouse thot proposes to increose excise duty on oirtime ond internet

services lrom l5%Io 20%.

Commillee Observolion
The Commitlee noled lhol imposlng o higher excise duty role on lhese services is
likely to yield more revenue. Additionolly, il will discouroge betling which is
commendoble.

NEW PROPOSAL

o) Reintroduce the provision deleted in the Finonce Act 2023 on the toxotion of
income of o wife;

b) Amend the Finonce Acl 2023 on poyment of withholding iox due within 5 doys
to be due the following month so to reduce liquidity issues for toxpoyers;

c) Increose revenue by:
i. Reduce/eliminote incentives ond exemptions especiolly those torgeted

of SEZs thot do not employ o certoin number of people. Alternotively set
o minimum number of locol persons who must be employed by persons
who enjoy exemptions with o minimum woge.

ii. Tox incentives provided to non-resident investors should be removed os
these ore unfoir, discriminotory ogoinst locol investors ond unnecessory.

iii. Remove exemptions for the employment income of non-resident
persons working in EPZs os provided in the Eleventh Schedule of the
lncome Tox Act.

iv. Stop signing unnecessory double toxotion ogreements.
v. Reduce expenditure.
vi. Widen tox bose.
vii. lncreose ihe VAT rote by l%.

Committee Observolion
Ihe Commltlee did nol ogree wilh the stokeholder's proposol.

3.2.48 CM ADVOCATES LtP
Clouse l4(b)

eoe. Delete the Clouse becouse toxing the income of fomily trusts moy drive individuols
to revert to using offshore trusts, leoding to o potentiol erosion of domestic tox
revenues ond undermining the originol policy objective.

Commltlee's Observolion
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The Commltlee noted thot the prlncipol lncome of o fomlly lrusls comprlses of ossels
lhol include cosh lronsfened lnlo lhe husl by lhe setllor, os such should nol be
considered os on income of lhe hust ond therefore nol sublect lo lox.

Clouse l4(c)

eos. Delete the Clouse becouse fomily trusts ore o beneficiol succession plonning tool
thot mony fomilies hove odopted to secure fomily ossets for the benefit of their future
generotions while reducing fomily conflict ond disputes over ossets. lntroducing
poyment of CGT on tronsfers of immovoble properties will inevitobly discouroge
fomilies from setting up fomily trusts in Kenyo.

Commitlee's Observolion
The Commitlee noled thot lhe proposol conlrovenes Seclion 3E(3) of lhe Truslees
(Perpetuol Succession) Act, Cop 184 which provides lhol o huslee sholl nol ocquhe
o betler title to the husl properly lhon lhe honsferor hod immediolely before lhe
lronsfer of lhe disposition.

3.2.49 THE BUNGE tA WANANCHI. NAIROBI COUNTY

eo+. The Bunge Lo Wononchi in Noirobi oppeored before ihe Committee to express their
support for the Tox Lows Amendment Bill, 2024. highlighting severol key points thot
demonstrote how the proposed chonges prioritize the interests of the common
citizen ("Mwononchi").

i. Considerolion for lhe Common Mwononchi: The group commended the Bill for
incorporoting provisions thot directly benefit employees ond lower-income
citizens, morking the first time such meosures hove been implemented.
Specificolly, they noted thot deductions such os contributions to the Stote
Heolth lnsuronce Fund (SHIF), the Housing Levy, ond Post-Medicol Retirement
contributions wiil now be deductible for employees. They noted thot this move
will help olleviote the finonciol burden on workers while ensuring their occess
to criticol services, such os offordoble heolthcore, housing, ond post-
retirement medicol core.

ii. Slmpllficolion of Overpold Toxes: Bunge Lo Wononchi proised the proposed
reforms oimed ot simplifying the process of resolving disputes over overpoid
toxes. These chonges will streomline interoctions between the Kenyo Revenue
Authority (KRA) ond toxpoyers. moking it eosier ond foster to oddress tox
refunds or overpoymeni odjustments. Such meosures will enhonce trust
between the government ond citizens while reducing unnecessory
bureoucrotic deloys.

ill. lnlegrollon of Business Syslems wlth KRA: They olso louded the proposed
integrotion of business systems with the KRA's infrostructure, emphosizing thoi
it will improve efficiency in tox odministrotion. This integrotion will enoble
seomless monitoring of business octivities ond the outomotic tronsmission of
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doto to the KRA. lt will reduce monuol reporting, minimize errors, ond enhonce
complionce while eosing the odministrotive burden for businesses.

iv. Withholding Tox on Goods Supplied to Public Enlilies: Another ospect
highlighted wos the introduction of withholding tox on goods supplied to
public entities. This meosure will encouroge government ogencies to be more
finonciolly occountoble ond ensure timely poyment of debts owed to
suppliers.

3.2.50 FERTII-IZER ASSOCIATION OF KENYA
Clouse 2l(c) ond (d)

eo5. The Fertilizer Associotion of Kenyo proposed deleting Clouse 2l (c) ond (d), which
seek to review the Second Schedule to ihe Volue Added Tox Act. They noted thot
this chonge will negotively offect the economy by increosing the cosls for formers os
suppliers will no longer be oble to offset VAT costs. lt will threoten food security ond
increose the finonciol burden to smollholder formers. Although in the short-term. the
toxes collected will increose, this will hove o negotive effect on the medium to long-
ierm revenue collection os productivity will decreose.

Commitlee Observolion
The Commlttee noled lhe proposol however, lhey recommends exempllon of lhese
goods will porlly reduce lhe cosls of lhe inpuls qnd furlher reduce lhe burden of lox
refunds.

3.2.5r ATCOHOL BEVERAGES ASSOCTATTON OF KENYA (ABAK)

Clouse 23 -Empowering the Cobinel Secrelory responsible for lhe Nolionol Treosury to
exempl sphlls mode from ogrlcullurol producls in Kenyo from excise duty.

eoo. ABAK is in support of the proposol for this to increose the level of locol row moteriol
sourcing, which will benefit ogriculturol volue oddition, not to mention positively
impoct the socioeconomic stotus of formers ond volue choin ployers in Kenyo.

Exlenslon of lhe deodllne for poymenl of excise duty by monufoclurers of olcoholic
beveroges fuom 24 hours lo 'by the 5th of lhe following monlh.
eoz. ABAK supported the proposol for the intended policy objective of collecting

olcohol excise tox within 24 hours to discouroge illicit trode, which hos not been
ochieved. This is evidenced by spirits monufocturers' bon ond vetting process in
Morch, April, ond August 2024. Cosh flow ond working copitol hove been odversely
offected by the poymeni of excise within 24 hours.

Clouse 25 o (l) (A) - Proposed lncreose in Exclse Duty on lmporled Sugor ond Exponslon
of Exempllons lor Monufoclurers.

eoa. Delete the proposol to increose the excise duty on imported sugor from Shs.5 to
7.50 per kg. lt olso broodens the exemption criterio: insteod of limiting the exemption
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to phormoceuticol monufociurers, it will now opply to oll registered monufocturers
ond licensed sugor refineries thot import row sugor specificolly for processing.

Commitlee observolion
The Commitlee did not ogree wilh lhe slokeholder's proposol.

Clouse 25 o (i) (J- t) - Proposol lo levy excise duty on olcohol bosed on lhe olcohol
conlenl.

eog.ABAK proposed on omendment to Clouses to levy excise duty ot "shs. l0 per
centiliter of pure olcohol, with on olcohol content toleronce of tO.4%. There ore
odministrotive complexities ossocioted with ABV ABV-bosed excise tox regime e.g.
deviotion toleroted between the ABV declored on the lobel ond the lest ABV in the
liquid hos not been prescribed, the process of mointoining detoiled ABV reporting
per botch hos not been prescribed, oction by unscrupulous producers to reduce tox
liobility by decloring o different ABV on the lobel thot is different from ABV in the
liquid, consumers hoving higher ABV thon declored.

cro. Further, oligning the excise duty rote for spirits with thot of our regionol counterports;
Ugondo ond Tonzonio guorontee consistency ond competitiveness within the Eost
Africon Community morket. The disporities in tox rotes con Ieod to morket distortions,
for exomple, cross-border olcohol smuggling, undermining locol businesses ond tox
revenue collections.

Commitlee observolion
The Commitlee did nol ogree wilh lhe stokeholder's proposol.

NEW CLAUSE

et t. Amend Excise Duty Act 2015 ond Regulotions 2020 to provide for on ollowonce for
spirits processing ond tronsit losses. Delete Section 36 (2) ond reploce it with: -

2) Where lhe Commissioner under porogroph (l ) directs oscerloinment by
the volume sho// be colculoted-
o) by use of o moss flow meter ot twenly degrees centigrode

b) With on occurocy of +/-3% of lhe meosured volume in liters

Juslificolions
ete. The process of meosuring the volume of Spirits sold by distillers or received by

monufocturers of spirits hos chonged due to the introduction of moss flow meters
which ore opproved by Weights ond Meosures for custody tronsfer opplicotions.
Temperoture offects ethonol volume reodings. When the reodings ore token ot
wormer iemperotures, the ethonol quontity is usuolly higher os opposed io o colder
temperoture. This lock of stondordizotion normolly results in significont losses. Before
2015, Kenyo's Customs ond Excise tox low provided o l% spirits process ond tronsit
loss ollowonce on excisoble row moteriols.

Commltlee observollon
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The Commltlee noted lhls progressive proposol ond recommends lhe proposol be
occommodoled ln lhe fulure revlews of lhls seclion.

3.2.52 ECART SERVICES KENYA tTD
Clouses 4

ers. Amend the clouse the seeks to omend section l0 of the lncome Tox Act on toxotion
of income derived from services offered by the owner or operotor of o digitol morket
ploce or plotform. The stokeholder proposed to omend the clouse by removing the
references to "goods" for it to reod os follows-

Where o residenf or o non+esidenf person, being lhe owner or operotor of
o digitol morketploce or plotform, mokes or foci/iloles poyment in respeci
of digitol conlent monetizotion, property or services, the omount thereof
sholl be deemed lo be income which occrued in or wos derived frorn
Kenyo.

qr+. ECART orgued thot imposing the proposed withholding tox on poyment for goods
will undermine tox collection ond thus not meet the expected increose in revenue.
The Withholding tox on goods will odditionolly reverse MSME formol digitizotion.
reduce economic octivity in the digitol economy while increosing offline octivities,
ond hinder the tox bose exponsion strotegy ond BETA objectives.

Committee Observolion
The Commltlee ogreed wilh lhe slokeholder nollng the need lo promole lhe e-
commerce industry which is ol ils noscenl sloge.

Clouses 4, 13 & I 5

el5. The stokeholder noted thot voried interpretotions of the clouses will leod to costly
contentious litigotions ond will not meet its intended tox collection objeciive. They
stoted thot the proposol is not cleor on the withholding tox ogent. Noting the current
ombiguity, the proposol would be interpreied to be the buyers or the plotforms
owner/operotors moking the poyment to the vendors. Further. the stokeholder
noted lock of nexus of poyments to Kenyo stoting thot the proposol hos not limited
the opplicotion of the proposed Section l0 to only copture tronsociions originoting
from or terminoting in Kenyo. This gives Kenyo extrotenitoriol enforcement of toxes
which is o criticol oversight.

Commitlee Observollon
The Commltlee noled lhe proposol ond recommends conslderollon of lhls motler ln
fulure leglslollons.

3.2.53 KENYA ASSOCTATTON Ot TRAVET AGENTS (KATA)
Clouse 20 (b) 0ll)

ero. Delete ihe clouse thot seeks to review the VAT exempt stotus of oir ticketing services
to be now roted ot 16%. Ihe provision will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo which will olso offect the operoting
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costs ond morgins in the oir trovel sector. The VAT implicotion meons thot
internotionol oir ticket ogents will hove on undue odvontoge over locol trovel ogents
becouse they will not register for VAT or levy VAT on o service lhot is booked off shore.
VAT being o consumption tox thot is borne by the finol consumer, the provision will
impoct the finol price levied to the consumer.

erz. Additionolly, the stokeholder stoted thot the costs of purchosing tickets ond
ticketing services is offected by other indirect oirport chorges lo include londing,
noise, porking, common user terminol equipment etc hence the proposed tox will
moke lickets ond other specificolly oir ticketing services more expensive. The tox
proposol portroys on element of controdiction of the provisions in the Convention on
lnternotionol Civil Aviotion (Chicogo Convention), lnternotionol Civil Aviotion
Orgonizotion (ICAO) ond Orgonizotion for Economic Corporotion ond Development
(OECD) internotionol VAT guidelines. Article 2(5) of the Constitution of Kenyo 2010
directs thot generol rules of internotionol low sholl be port of Kenyon lows.

Commitlee Observolion
The Commitlee ogreed with the slokeholder on lhe need lncenlivize lhe tourism
seclor hence lhe exemplions should remoin

3.2.54 CUrF DEKKER HOFMEYR (CDH)
Clouse 2

el8. Delete the clouse ond retoin the definition of 'royolty' os it is in the lncome Tox Act.
This is becouse the proposed omendment if odopted in its current form, would
clossify oll softwore-reloted poyments os "royolties" ond subject them to WHT. ln
oddition, they noted thot the troining, mointenonce, ond support fees thot the Bill

seeks to clossify os royolties ore olreody subject to WHT os monogement
or prof essionol fees

Commitlee Observotlon
The Commlflee wos of o differenl view lhol lhe provislon does nol deol wilh
dlshibulion of sotlwore.

Clouse 4

ers. Delete clouse 4 of the Bill thot proposes toxotion on poyments mode by owners or
operotors of digitol plotforms or morketploces by o resident or non-resident. CDH
proposes thot the provision opply only to residents or non-residents with o permonent
estoblishment (PE) in Kenyo. They noted thot by imposing the obligotion to occount
for the withholding tox ("WHT") on non-residents with no PE in Kenyo, the Kenyo
Revenue Authority ('KRA") moy lock the visibility, reoch. ond copocity to enforce
complionce. Additionolly, the imposition of on odditionol complionce requirement
on the operotors of these plolforms moy moke Kenyo unottroctive ond put these
Kenyons' livelihoods ot risk given the growing number of Kenyons eorning income
from sources such os content creotion, sponsorship, ond odvertisement through
digitol plotforms.
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Commlllee Observollon
The commitlee wos of o dlfferenl view ln thot lhe lntenllon of lhe provlslon wos to
roise revenue for lhe governmenl. Furlher, lhe commitlee noled lhot the lox is being
imposed on lhe owner of the digitol plotform qnd nol on locol users.

Clouse 5

eeo. cDH noted thot should the proposol to introduce the Significont Economic
Presence (SEP) Tox be retoined. then the proposed minimum top-up lox should be
oboiished entirely ond the sEP tox be revised to 1.5% of the gross turnover eorned by
the non-resident person in Kenyo. Given thot the proposed SEP tox hos no significont
voriotions from the current DST, ii would still quolify os o uniloterol meosure within the
OECD's 2-Pillor Solution context.

Commitlee Observotion
The Commitlee observed thot digitol service providers typlcolly enjoy higher profit
morgins since lhey hove lower operollonol expenses lhon businesses wilh o physicol
presence. Consequenlly, the purpose ol lhe increose is lo odjusl lhe deemed profil
lo reflect whot it would hove been if lhese componies hod nol benefiiled from
reduced produclion cosls.

Clouse 6

c,2,r. CDH proposes thot clouse 6 be deleted if the Significont Economic Presence tox is

upheld in this Bill. This proposol signols Kenyo's intent to comply with pillor 2 of the
OECD's 2-Pillor Solution, which is designed to ensure thot MNEs poy o minimum
omount of tox ot 15% with respect to their globol profits. However, omong the
conditions for implementing the 2-Pillor Solution is the eliminotion of DST ond other
uniloterol meosures; it would be prudent to select either olternotive or not both to
olign Kenyo with the OECD lnclusive Fromework on BEPS, of which Kenyo is o
member.

Commltlee Observolion
The Commltlee wos of o differenl vlew lhol o minimum lop-up lox is o globol meosure
implemenled in over 60 counlrles where mojor mullinolionol componles operole. As
such, excluding it in Kenyo could undermine lhe lox's opplicolion mechonism,
polenliolly resulling in o consliluenl compony bosed in Kenyo underpoylng lls foir
shore of reyenue.

Clouse I 5

e,ec. Delele the provision in clouse l5 (b)(ii) (A) becouse this proposol will eliminote the
incentive to invest in these instruments, thus reversing these instruments'
ottroctiveness ond potentiolly depriving the Government of occess to funding.
Commitlee Observollon
The Commltlee ogreed with the proposol

Clouse l7
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ees. Amend this proposol to specify whot is meont by export confirmotion documents
or the deletion of this section. This will clorify whot the Bill requires of the toxpoyers for
better complionce. Clouse l7 proposes to set the time of supply of exported goods
os when the registered person hos possession of the required export confirmotion
doc u ments.

Commitlee Observolion
The Commitlee ogreed with the slokeholder's proposol, noting o need for
clorificolion on whol conslilules exporl confirmolion documenls, ond recommends
on omendment lo cure lhe concern.

Clouse 20 (oXvii)

ee+. Delete Clouse 20 (o)(vii) ond retoin the service ot zero-roted stotus. This proposol of
stondord roting of locolly ossembled cors for the tronsportotion of tourists, seems to
be counterintuitive ond ill-odvised, os it will increose the costs for operotors in
the tourism sector.

Commitlee Observollon
Ihe Commltlee ogreed wilh the slokeholder lo incenlivize lhe lourism seclor hence
lhe exemplions should remoin

Clouse 20 (b) (iiD

ees. Delete the proposol

Commitlee Observolion
The Commltlee ogreed wlth the slokeholder lo lncenlivlze lhe lourism sector hence
lhe exempllons should remoln

Clouse 20 (b) (lv) ond (v)

eeo. Delete Clouse 20 (b) (iv) ond (v) of the Bill thot proposes to subject entry fees to
notionol porks ond services of tour operotors lo 16% Y AT. This proposol offects the
tourism sector odversely ond would moke the country less ottroctive to tourists.

Commitlee Observolion
The Commitlee ogreed with the slokeholder lo incenlivize lhe lourism seclor hence
the exempllons should remoln

Clouse 22

eez. Delete Clouse 22 oI the Bill thot proposes to chorge Excise Duty on excisoble
services offered in Kenyo by o non-resident through o digitol plotform ond mondotes
the poyment to be mode by the non-resident person offering the service. This
proposol could be considered excessive, porticulorly for non-residents with no PE in
Kenyo, since their services ore still subject to tox under other regimes such os
Withholding Tox, Digitol Service Tox, ond the proposed SEP tox. They noted regionolly.

Reporl on lhe conslderoflon of Tox Lows (Amendment) Blll, 2024 (Notlonol Assembly Bllls No.
47 ot2024),



none of the neighbors in the EAC hove imposed excise duty on digitol services;
therefore, Kenyo moy drive itself out of benefits derived from non-resident
digitol services.

Commltlee Observotion

The Commitlee noled thol WHI, DST/SEPT ond excise duly ore for differenl lox
obligolions

Clouse 25

eee. Clouse 25 of the Bill proposes to impose Excise Duty on imported electric
tronsformers ond ports ol 25%. Delete clouse 25 (o) on excise duty on imported
tronsformers will moke electricity more expensive for Kenyons ond induskies os well.

Commltlee Observolion
The Commitlee ogreed wllh the slokeholders

ees. Delete Clouse 25 (b) (i) thot seeks to increose excise duty on telephone ond internet
doto services from the current 15% lo 20 %. The proposol in the Bill is likely to increose
the cost of occessing these services for the finol consumers

Commltlee Observolion
The Commltlee ogreed with the slokeholder's proposol lo delele lhe clouse ond
moinloln lhe currenl role of l5%. This will help curb lhe lncreose ln consumer prices
ond support lhe Botlom-Up Economic Tronsformolion Agendo (BETA) plllor on the
promotion of the digltol superhighwoy ogendo.

3.2.55 MS. GOOTZAR HASSANALI
Clouse 20(bxlll).

eso. Delete the clouse becouse the proposed VAT rote will increose the ticket prices on
locol ond internotionol trovel. lt will be on odded cost to the ticket price. Further,
other indirect oirport chorges olso offect ticket purchoses (prices) ond services.

Commitlee Observolion
The Commltlee ogreed wlth the slokeholder

3.2.56 MS. ESTHER MUTHEE
Clouse 20(bXlll).

esr. Delete the clouse becouse the cost of domestic ond internotionol trovel within ond
outside Kenyo will increose. The increose will olso offect the operoting costs ond
morgins in the oir trovel.

Commltlee Observollon
The Commlllee ogreed wllh the slokeholder
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3.2.57 MS. RESHMA SHAH
Clouse 20(bXlll).

ese. Delete the clouse becouse the proposed VAT rote will increose the ticket prices on
boih locol ond internotionol trovel. lt will be on odded cost on the ticket price.
Further, ticket purchoses (prices) ond services ore olso offected by other indirect
oirport chorges.

Commltlee Observolion
The Commltlee ogreed with the slokeholder

3.2.58 MR. CHRISPINE MUNENE
Clouse 20(bXili).

ess. Delete the clouse becouse the proposed VAT rote will increose the ticket prices on
both locol ond internotionol trovel. lt will be on odded cost on the ticket price.
Further, ticket purchoses (prices) ond services ore olso offected by other indirect
oirport chorges.

Commitlee Observolion
The Committee ogreed wilh the slokeholder

3.2.59 MS. LUCY MAINA
Clouse 20(b)fln).

es*. Delete the clouse becouse the cost of domestic ond internotionol trovel within ond
outside Kenyo will increose. The increose will olso offect the operoting costs ond
morgins in the oir trovel.

Commitlee Observolion
lhe Commltlee ogreed with lhe slokeholder

3.2.60 MS. GETRUDE KARIUKI
Clouse 20(bXlll).

ee5. Delete the clouse becouse the proposed VAT rote only torgets locol oir ticketing
service providers ond excludes Airlines, internotionol oir ticket ogents ond Online
Trovel Agents OTAs) offering the service remotely. This will deviote business to these
groups of persons/eniities in view of their exclusion of the expense of locol trovel
ogents.

Commltlee Observollon
The Commltlee ogreed wlth lhe slokeholder

3.2.6I MR. STEVE OKOTH
Clouse 20(bXlll).

eso. Delete the clouse becouse the proposed VAT rote will increose the ticket prices on
both locol ond internotionol trovel. lt will be on odded cost on the ticket price.
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Further, ticket purchoses (prices) ond services ore olso offected by other indirect
oirport chorges.

Commltlee Observolion
The Commltlee ogreed wilh the slokeholder

3.2.62 UNIFORM TRAVEI. CENTRE
Clouse 20(bXiii).

esz. Delete the clouse becouse the proposed VAT rote will increose the ticket prices on
both locol ond internotionol trovel. lt will be on odded cost on the ticket price.
Further, ticket purchoses (prices) ond services ore olso offected by other indirect
oirport chorges.

Commitlee Observolion
The Commitlee ogreed wilh the slokeholder

3.2.63 MS. ROSHANATI MERAH
Clouse 20(b)fili)

ese. Delete the clouse becouse globol best proctice ond internotionol stotutes
recognize internotionol oir trovel os on exported service, hence zero-roted.

Commitlee Observolion
The Commltlee ogreed with the slokeholder

3.2.64 MR. MUNAZZAM AMIR
Clouse 20(b)0ll).

egs. Delete the clouse becouse the proposed VAT roie only torgets locol oir ticketing
service providers ond excludes include Airlines, internotionol oir ticket ogents ond
Online Trovel Agents OTAs) offering the service remotely. This will deviote business to
these groups of persons/eniities in view of their exclusion ot the expense of locol
trovel ogents.

Commltlee Observolion
The Commltlee ogreed with the stokeholder

3.2.65 MS. DEBORAH MWAITA
CIouse 20(b)0ll)

elo. Delete the clouse becouse globol best proctice ond internotionol stotutes
recognize internotionol oir trovel os on exported service ond hence zero roted.

Commltlee Observollon
The Commltlee ogreed wlth the slokeholder
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3.2.66 MR. MESHACK VAATI
Clouse 20(bXili).

e+r. Delete the clouse becouse the proposed VAT rote will increose ticket prices for
locol ond internotionol trovel. lt will be on odded cost to the ticket price. Further,
other indirect oirport chorges olso offect ticket purchoses (prices) ond services.

Commitlee Observolion
The Commitlee ogreed wlth the stokeholder

3.2.67 MS, JACQUE NAANYU
Clouse 20(bXiii)

c,+e. Delete the clouse becouse the proposed VAT rote will increose ticket prices for
locol ond internotionol trovel. lt will be on odded cost to the ticket price. Further,
other indirect oirport chorges olso offect ticket purchoses (prices) ond services.

Commitlee Observollon
The Commitlee ogreed wlth the stokeholder

3.2.68MS. JOY KARIUKI
Clouse 20(bXiil)

e+s. Delete the clouse becouse globol best proctice ond internotionol sioiutes
recognize internotionol oir trovel os on exported service ond hence zero roted.

Commitlee Observolion
The Commitlee ogreed wilh the stokeholder

3.2.69 MR. ABDUI.TAHI BULTE

Clouse 20(bXiil)

e++. Delete the clouse becouse globol best proctice ond internotionol stotutes
recognize internotionol oir trovel os on exported service ond hence zero roted.

Commitlee Observotion
Ihe Commitlee ogreed wllh lhe slokeholder

3.2.70 MR. CALISTO MARWARA
Clouse 20(bxiiD.

q+.r. Delete the clouse becouse the cost of domestic ond internotionol trovel within ond
outside Kenyo will increose. The increose will olso offect the operoting costs ond
morgins in the oir trovel.

Commlllee Observollon
The Commlttee ogreed wlth the slokeholder
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3.2.7I MS. SURINDER KAUR
Clquse 20(b)flli)

e+o. Delete the clouse becouse the proposed VAT rote will increose the ticket prices on
locol ond internotionol trovel. lt will be on odded cost to the ticket price. Further,
other indirect oirport chorges olso offect ticket purchoses (prices) ond services.

Commltlee Observolion
The Commitlee ogreed wilh the slokeholder

3.2.72 tNST|IUTE Ot CERTtFtED pUBUC ACCOUNTANTS OF KENyA (tCpAK)
Clouse I

e+2. Amend Clouse I to include the commencement dote for the Bill, os it hos been
omitted. The obsence of o commencement dote creotes ombiguity in implementing
the proposols in the Bill ond mokes it difficult for the offected sectors ond stokeholders
to prepore odequotely for complionce.

Commltlee Observolion
The Commltlee noled thol il's inlended for the bill lo come inlo effecl in occordonce
with Article 116 of the Conslllutlon of Kenyo.

Clouse 6

e+a. Amend the clouse on minimum top-up tox to olign it to occeptoble internotionol
tox opprooches under the Africo Tox Administrotors Forum (ATAF) ond Orgonizotion
for Economic Cooperotion ond Development (OECD) fromeworks.

Commitlee Observolion
Ihe Commitlee wqs ol o differenl view lhol o mlnimum lop-up lox is o globol meosure
lmplemenled ln over 60 counhles where mojor mullinolionol componles operole. As
such. excluding it in Kenyo could undermine lhe tox's oppllcolion mechonlsm,
potentlolly resulllng in o consliluenl compony bosed in Kenyo underpoying ils foh
shore ol revenue.

Clouse l5

e+s. Delete Clouse l5 (b)(ii) A thot seeks to introduce o tox of 5% on the interest eorned
from o bond, note or other similor security. The proposol will discouroge investment
in these bonds ond homper the momentum of developing the morket os it mokes
Kenyon bonds less ottroctive.

Commlllee Observqlion
The Commltlee ogreed with the slokeholder

Clouse 25

ero. Delete Clouse 25 (b) (i) becouse it's likely to increose the cost of occessing these
services for the finol consumers. Roising the duty to 20% could discouroge online
seryices ond digitol plotforms, slowing down the growth of e-commerce, digitol
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educotion, ond remote work, which ore cruciol for economic development in the
modern ero.

Commitlee Observolion
The Commitlee ogreed with the slokeholder's proposol lo delele lhe clouse ond
moinloin lhe current role of l5%. This will help curb lhe increose in consumer prices
ond supporl lhe Botlom-Up Economic Tronsformolion Agendo (BEIA) pillor on
promolion of the digitol superhighwoy ogendo.

New Proposols

esr. ICPAK proposes thot Section 2 of the lncome Tox Act be omended to define 'poid'
differently. Currently, the word is defined os "'Poid" includes distributed, credited,
deolt with. or deemed to hove been poid in the interest or on beholf of o person.".
They proposed omending it to reod os follows:

" "poid" includes dislribuled. credited, deolt with or deemed lo hove been
poid in lhe inferesi or on beholf of o person ond shol/ nol include
occounting occruois. "

q,se.Ihe Court of Appeol, in the cose of Kenyo Revenue Authority ond Republic (ex
porte: Fintel Limited), provided on interpretotion of the definition of the words "poid"
ond "upon poyment," including occruols. The requirement to withhold ond poy
toxes ot the point of occruol hos occosioned cosh flow issues for toxpoyers. lt mokes
on inoccurote ossumption thot toxpoyers olreody hove the cosh to poy the suppliers
by toking o mere occruol in their books. They noted thot businesses ore forced to
poy toxes well in odvonce using the money meont for business operotions before
they con roise or plon to spend the suppliers.

Commitlee Observolion
The Commitlee noled lhol o courl ruling exlsls on lhe delinilion of "poid," which
includes occounling occruols.

3.2.73 DIGIIAT FINANCIAT SERVICES ASSOCIATION OF KENYA

New Proposol

ers. Amend Port ll. Porogroph 5 of the Firsi Schedule to the EDA by introducing the
following proviso:

"Provided thot digitol lenders /icensed under the Cenlrol Bonk of Kenyo
(Digitol Credil Providersl. Regu/ofion s 2022 shollbe sub/eci fo excise duty in
occordonce with Port ll, Porogroph 4 of lhe First Schedu/e of lhis Acf".

es*.The proposed omendment will ensure thot digitol lenders licensed under the DCP
Regulotions will occount for excise duty under Port ll, Porogroph 4 of the First

Schedule of the EDA on "other fees" os defined under Port lll of the First Schedule of
the EDA. This will ensure foirness ond equity within the lending spoce, remove
ombiguity ond reduce the costs of digitol loons.
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Commltlee Observolion
The Commltlee ogreed wllh the stokeholder

e55. Amend section 4 by odding the following Sub-section immediotely ofter sub-
section lA. Section 6(3) of the EDA os reod togetherwith Section 4(l)of the EDA
meon thot digitol lenders who collect excise duty ot the time of moturity of the loons
remit excise duty thot hos not yet been collected from borrowers. The omendment
will ensure liobility of excise duty for digitol lenders will orise ot the time of repoyment
of the loon. This will ensure thot digitol lenders remit excise duty thot hos olreody been
collected from the borrowers os envisioned under the EDA.

eso. The proposed subsection should reod os follows;

I B) ln relotion to digitol /enders /icensed under the Centrot Bonk of Kenyo
(Digitol Credit Providersl. Regulotions 2022. the time of supp/y sho// be the
dote on which fhe fee is repoid in f ull."

Commitlee Observolion
The Commltlee ogreed wilh stokeholder

e,sz. Amend Section 29 of the Excise Duty Act to odd the following sub-porogroph
immediotely ofter Section 29(3). The opplicotion for refund should be mode on the
eorlier of 3 yeors from the dote of the sole of the services or the purchoser becoming
legolly insolvent. They noted thot the quolifying requirements under Section 29l2l ol
the EDA ore very restrictive ond moy not occommodote services provided to
individuols. The proposed subsection will consider the reolities of digitol ond reduce
the odministrotive burden of recovering excise duty through refunds. The subsection
should reod os f ollows;

"Provided thol in cose of digitol lending, the omount of excise duty reloting
the digitol lending services whose poyment hos not been received upon
expiry of 6 monlhs ofler disburse ment of ihe /oon moy be refunded in
occordonce with ihis Section.

Commitlee Observolion
The Commltlee noled lhe proposol ond recommended considerolion of lhis mofier
in fulure legislotion.

3.2.74 PKF KENYA
Clouse 5

esa. Amend the Clouse to revise downwords the SEP Tox rote of 3 % of gross revenue
(which is computed os 30% on the deemed toxoble profit ond where the deemed
toxoble profit is pegged ot l0% of gross turnover) ond provide o lower tox rote e.g.
l% or 15% of gross revenue thot will moke Kenyo ottroctive to non-resident investors
ond moke lhe services offordoble to finol consumers.

Juslificollon
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The proposol seeks to double the tox poyoble by non+esident persons deriving
income from Kenyo over o digitol morketploce from I .5% to 3% of gross revenue. The
increose in this tox opplicoble to the digitol economy will likely homper growth ond
negotively offect Kenyo's competitiveness os o digitol ond Fintech hub. Further, the
ultimote consumers of digitol services will beor the burden os non-resident plotforms
ore likely to poss on the odditionol tox costs to their customers by increosing the cost
of goods ond services supplied vio o digitol morketploce ond plotform.

Commitlee Observolion
The Commltlee observed thot digitol service providers typicolly enjoy higher profit
morgins since they hove lower operollonol expenses lhon businesses wllh o physicol
presence. Consequenlly, lhe lncreose is to odjust lhe deemed profil lo reflect whol
il would hove been if lhese componies hod nol benefitled from reduced produclion
cosls.

Clouse l4(b) ond l4(c)

ess. Delete the proposol of the Bill to repeol the CIT exemption on income ond the
Copitol Goins Tox ("CGT") exemption occorded on the tronsfer of title of immovoble
property to o fomily trust. This proposed omendment will discouroge locol fomily trusts
ond encouroge the estoblishment of fomily trusts outside Kenyo.

Commltlee Observolions
The Commitlee noled thot the principol lncome of o fomily husls comprises of ossels
lhol lnclude cosh honsferred inlo lhe lrusl by lhe setllor, os such should nol be
consldered os on income of lhe husl ond lherefore nol subJecl lo lox.

Clouse l5(b)

eoo. Delete the proposol for it seeks to bring into the tox net thot toxpoyers leveroging
on tox exemptions on infrostructure bonds to reduce their effective tox rotes. The
infrostructure bonds ore ottroctive to investors due to their toxjree stotus ond the
proposed omendment moy reduce investors' oppetite for such bonds. The WHT will
reduce the effective yield of the investment. dissuoding investment in such interest-
beoring bonds ond securities when the Government is in o cosh crunch.

Commltlee Observolions
The Commltlee ogreed with the slokeholder's proposol.

Clouse l8
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c6r. Delete the Clouse thot proposes to omend Section l7 of the VAT Act to put on end
to oll input VAT cloimed for toxoble supplies mode by monufocturers who supply to
officiol oid-funded projects os well os obolish VAT refund on excess input VAT orising
to monufocturers who supply of goods ond services to on officiol oid funded. The
proposol is punitive becouse it imposes on odditionol cost burden on monufocturers
who will not be oble to recover the input VAT incuned in supplying to officiol oided
projects ond seek o refund for the some volue. The inobility to cloim this cost will
discouroge their porticipotion in oid-funded projects. Consequently, this could hinder
ihe effective implementotion of these projects ond homper the growth of the
monufocturing sector.

Commillee Observolion
The Commitlee noled thot this is o revenue-roising meosure.

Clouse 20

eog. Delete the clouse thot proposes to chonge the VAT stotus of oircroft ond
spocecroft, including direction-finding composses. instruments, ond opplionces, os
well os spores for oircroft mointenonce, os well os hiring, Ieosing, ond oircroft chorter
from VAT exempt to stondord roted ot 16%. Ihe introduction of VAT on oircroft.
spores, ond instruments would meon o significont surge in oirline ocquisition ond
mointenonce costs. These increosed costs would be possed on to consumers
through escoloting fores ond higher chorges for chorters, corgo, oeriol services, ond
unmonned oircroft vehicle (UAV) services, omong others, ond will negotively impoct
the oviotion industry.

Commitlee Observolion
The Commltlee ogreed wilh lhe proposol lo delele lhe clouse, nollng lhol mosl oirline
operolols offer moinlenonce ond repolr operolions lo severol lnlernotlonol ond
domestlc olrllnes in Kenyo. ln oddlllon, lhe Commitlee observed lhol o lox on oircrofl
spore porls would leod lo o hlgh cosl of operolion of oirlines in Kenyo, lhus moking
lhe counlry uncompelilive os o reglonol hub. ln lhis regord, lhe Commltlee proposes
lo revlew lhe proposol in the Bill.

Clouse 20

eos. Delete the Subclouse thot proposes to end VAT exemption on speciolly designed
locolly ossembled motor vehicles for tronsportotion of tourists, ticketing services
supplied by trovel ogents, entry fees into the notionol porks ond notionol reseryes,
ond services of tour operotors, excluding in-house supplies from VAT exempt to
stondord roted ot l6%. This will negotively impoct the tourism ond vehicle ossembly
sectors. lncreosed costs through odditionol toxes will eventuolly be possed to tourists,
rendering Kenyo o less competitive trovel destinotion.

Commltlee Observollons
The Commltlee ogreed wlth the slokeholder lo lncenlivize lhe lourlsm seclor hence
lhe exempllons should remoln
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Clouse 2l

eo+. Delete the Clouse thot proposes to chonge the VAT stotus of fertilizers, including oll
inputs ond rqw moteriqls whether produced locolly or imported, supplied to
monufocturers of fertilizers from zero-roted to exempt. The chonge of VAT stotus from
zero-roted to VAT exempt will leod to on increose in the finol price os input VAT will
no longer be recoveroble on inputs such os electricity, rent, etc., The fertilizer
monufocturers will then poss on the inecoveroble VAT in the price to the finol
consu mer.

Commitlee Observolions
The Commitlee noled lhe proposol. However, lhey recommend thql lhe exemption
of lhese goods will porlly reduce lhe cosls of lhe inpuls ond furlher reduce lhe burden
of lox refunds.

Clouse 2l

eer. Delete the subclouse thot proposes to remove the VAT exemption on ogriculturol
pest control products os well os oll inputs ond row moteriols imported or purchosed
locolly ond supplied to monufocturers of ogriculturol pest control products. Though
the proposol is intended to increose tox revenue collection, reclossificotion of the
VAT stotus of these products from exempt to toxoble will increose the cost of
producing ogriculturol pest control products. This proposol hos the resultont effect of
increosing the price of ogriculturol pest control products since every ployer in the
production choin will lood VAT on their products.

Commitlee Observolions
The Commitlee noled lhe proposol however, lhey recommends exemplion of lhese
goods will portly reduce lhe cosls of the inpuls ond furlher reduce lhe burden of tox
refunds.

Clouse 25(o)(i) c
eoo. Delete the clouse thot proposes to introduce excise duty on imported electric

tronsformers ond ports. lntroducing excise duty on imported tronsformers ond their
ports could significontly hinder occess to electricity, especiolly in underserved ond
rurol oreos. Tronsformers ore essentiol for electricity distribution networks, enobling
power to reoch households ond businesses. Excise duty on these items would roise
the cost of importing trqnsformers, increosing expenses for energy providers who rely
on these components to expond or mointoin their networks. This cost increose moy
be possed down to consumers through higher electricity toriffs or could deloy
infrostructure projects thot oim to extend the grid into remote regions

Commillee Observqllons
The Commltlee ogreed with the slqkeholder's proposol

Clouse 25 (bxl)
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e67. Delete the Clouse thot proposes to increose excise duty on telephone ond internet
doto services from 15% Io 207". The increosed excise duty on telephone ond internet
doto services will roise the cost of essentiol communicotion services, offecting low-
ond middle-income households thot depend on offordoble doto for
communicotion, educotion, ond business. ln o digitol oge where internet
connectivity is cruciol, this tox hike could widen the digitol divide by moking these
services less occessible to vulneroble groups. Affordoble internet occess is vitol for
Kenyo's digitol tronsformotion ond economic growth. As more seclors shift to digitol
plotforms, on increose in doto costs moy stifle smoll ond medium-sized enterprises
(SMEs) thot rely on offordoble doto for operotions, e-commerce, ond morketing.
Higher doto costs could, therefore, slow economic produciivity, reducing Kenyo's
competitiveness in the digitol economy.

Commitlee observolion
The Commltlee ogreed with the slokeholders' proposol lo delele lhe clouse ond
moinloin lhe currenl role of l5%. This wlll help curb lhe increose in consumer prices
ond supporl lhe Bollom-Up Economic Tronsformolion Agendo (BEIA) pillor on
promoling lhe digitol superhighwoy ogendo.

Clouse 26

eea. Delete the clouse thot proposes to increose the rote of the Roilwoy Development
Levy ("RDL") from 15% lo 2.5%. Kenyo relies heovily on importing row moteriols to
monufocture finished goods ond o wide ronge of other goods. The proposol will
increose the cost of row moteriols, which will increose the cost of the finished
products os monufocturers will lood ony odditionol toxes to the finol consumer. This
will olso offect the price of oll other imported goods into Kenyo.

Commitlee observollons
The Commitlee noled thot the proposed omendmenl in respecl of the RDI hos been
lncreosed morglnolly. The odditionol money collected on occounl of lhe proposed
increose sholl be commitled lo lhe developmenl of eleclric light roil syslem wllhin
the blg mehopolls in Kenyo, The Commltlee however, proposed o new role of 2%.

3.2.75 XENYA ASSOCIATION OF TOUR OPERATORS
Clouse 2l

ees. Delete the proposol to impose VAT on Notionol Porks ond Reserves entry fees. While
Kenyo is renowned tor its notionol porks ond wildlife reserves ond significont tourist
ottroctions, pork fees in Kenyo ore currently comporotively higher thon those in oll
neighboring countries, especiolly for internotionol tourists. The proposol to introduce
Volue Added Tox (VAT) on Pork Fees will hove the following significont
consequences:

i. lncreosed Costs for Tourists: Pork fees con occount for os much os 25% of
the pockoge price ond odding VAT t will increose the overoll cost of visiting
Kenyo. This will leod to o decline in tourist orrivols, especiolly in the foce of
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t.

competition from countries with lower costs, such os Ugondo, Tonzonio,
South Africo ond Zombio.
Pricing Out Budget Tourists: Kenyo's wildlife porks ore olreody considered
expensive, porticulody for internotionol visitors. Adding VAT will moke
Kenyo less competitive, porticulorly for budget tourists, which is essentiol to
sustoining the tourism industry.
lmpoct on Conservotion Efforts: Revenues generoted by Pork Fees ploy o
cruciol role in conservotion octivities, such os wildlife protection,
ontipooching efforts, pork monogement, ond environmentol educotion.
A reduced number of visitors orising from higher pricing will, in turn, reduce
the funds ovoiloble for conservotion.
Community-bosed conservotion progroms: Severol such progrommes rely
very heovily on Pork Fees. These will olso suffer if iourism revenue drops due
to lower numbers. V. Forword Bookings: Severol soforis for 2025 hove
olreody been confirmed, ond the Tour operotor Brochures ore currently in
the Morket offering soforis to new clients. These soles hove not foctored in
VAT, ond it will not be feosible to odd the some ofter o sole hos been
mode.

Committee Observolion
The Commitlee ogreed wilh lhe slokeholder lo incenlivize lhe lourism seclor
hence lhe exemplions should remoin

3.2.76 ANJARWATLA & KHANNA LTP

Clouse 2 (d)

ezo. Delete lhe clouse becouse the overoll effect of the proposed omendment is to
impose withholding tox on poyments mode in distributing or outright purchose of
softwore which is ogoinst internotionol best proctices. Noting thot the softwore
providers would require the Kenyon purchosers or distributors to gross up their
poyments, the proposed omendments will increose the cost of softwore ocquisition
for customers in Kenyo. Additionolly. this issue hos been litigoted in the High Court
ond of the Tox Appeols Tribunol, where it hos been held in the cose of Seven Seos
Iechno/ogies Limited v Commissioner of Domesfic Ioxes thot softwore distribution
does not omount to exploitotion ond would therefore not be o royolty. These coses
considered ond upheld internotionol best proctice on the definition of royolty.

Commitlee Observolion
The Commitlee wos of o diflerenl view lhol lhe provision does nol deol with soflwore
dlslrlbullon.

Clouse 5

czr. Molnloln lhe clouse bul use the DST rote of 1.5% ond olso opply the user-bosed
foctor" thot is olreody currently in use ond is therefore tried ond tested os set out
under Regulotion 5 in the lncome Tox (Digitol Service Tox) Regulotions,2020. Further,
opply o "revenue-bosed foctor" thot would ensure the imposition of tox on those
non-residents who hove o significont economic presence. The position is bosed on
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the foct thot in Nigerio, for exomple, which is the only other Africon country thot
imposes the SEPT, their locol low provides thot o non-resident person will be lioble to
tox in Nigerio if they hove creoted o significont economic presence by deriving on
income of opproximotely USD 65.000 in o yeor from the octivities in scope. Similorly,
in lndio, they use o prescribed revenue-bosed threshold of opproximotely USD
280,000 or o user-bosed threshold os the nexus rule for identifying whether o non-
resident hos o significont economic presence.

Committee Observollon
The Commitlee observed thot digitol service provlders typicolly enjoy hlgher proflt
morglns since lhey hove lower operolionol expenses lhon businesses wilh o physicol
presence. Consequenlly, lhe purpose of lhe increose ls lo odjust lhe deemed profil
lo reflecl whol il would hove been il lhese componies did nol benefil from reduced
produclion cosls.

New proposed Amendments lo lhe lncome-lox Acl:

eze. lntroduce on omendment by inserting o new Sub-Section l2E (7) to reod os follows:

"Ihe significonl economic presence lox sholl be suspended when internotionol
consensus is reoched by ihe members of fhe lnclusiye Frcmework ond lhe rures entet
inlo torce."

zzs.They noted thot there ore internotionol discussions ongoing ot the UN ond the OECD
levels on the toxotion of the digitol economy, where globol consensus is owoited
before implementing the toxotion of digitol services. Uniloterol meosures risk cousing
misolignment on the toxotion of these cross-border octivities. Pending the conclusion
of the internotionol discussions, Kenyo should consider including o sunset clouse to
ollow for the suspension of the SEPT when globol consensus is ochieved.
Committee Observolion
The Commitlee noled thot this wlll be provided for ln lhe regulotions.

Clouse l8 (o)

zz+ They supported ihe proposol noting thot o registered person moking mixed supplies
will be oble to cloim the exoct omount of input VAT incuned in moking the toxoble
supplies.

Clouse 20 (o) (vii)

275. Delete the clouse becouse the impoct of the deletion is thot removol of the VAT
exemptions in locolly ossembled motor vehicles for the tronsportotion of tourists is

likely to dompen investment prospects in the country, specificolly the Tourism sector
which is o key revenue-generoting sector of Kenyo's economy.

Commlllee Observollon
The Commitlee ogreed wlth the stokeholder lo lncenllvlze lhe lourism seclor hence
lhe exempllons should remoln
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Clouse 20 (o) (x)

qzo. Retoin os zero-roted supplies since ogriculture is o key sector in Kenyo which mony
ordinory Kenyons rely on. The proposol to exempt fertilizerwill moke it more expensive
ond unoffordoble for formers. Zero+oting these goods, therefore, supports
offordobility ond siimulotes growth in the ogriculturol sector, ond oligns with brooder
economic gools such os food security ond rurol development.

Commitlee Observolion
Ihe Commitlee noled lhe proposol however, lhey recommends exemplion of lhese
goods will porlly reduce lhe cosls of lhe inpuls ond furlher reduce lhe burden ol lox
refunds.

Clouse 20 (b) (i)

ezz. Delete the clouse becouse introducing VAT on these services will increose the tox
burden in the betting sector, which is olreody heovily toxed. The effect of overtoxing
the sector will erode the octuol stoke o customer ploces ond reduce demond for
these octivities, eventuolly leoding to o shrinkoge in tox collections.

Commitlee Observolion
The Commltlee ogreed wlth the slokeholder's proposol lo delele lhe clouse ond
moinloin lhe currenl rote ol l5%. Ihls wlll help curb lhe increose in consumer prices
ond supporl lhe Bollom-Up Economic fronsformolion Agendo (BEIA) pillor on
promolion of the digitol superhighwoy ogendo.

Clouse 20 (b) (ii) (iii) (v)

ezs. Delete the clouse becouse removing the VAT exemptions will likely dompen
investment prospects in the tourism ond oviotion sectors. Tourism ploys o criticol role
in our economy. Adding VAT to the oir ticketing services is likely to decreose demond
for such services ond potentiolly, the ogents moy lose their competitive edge.
Additionolly, odding VAT on entry fees into notionol porks ond notionol reserves will
moke the entry fees expensive ond discouroge visits by tourists in these oreos

Commltlee Observolions
The Commitlee ogreed with the slokeholder lo lncenllvize lhe tourlsm seclor hence
lhe exempllons should remoln

Clouse 20 (b) (vl)

ezs.They supported the proposol noting thot this will encouroge investors to ocquire
businesses in Kenyo.

Clouse 22
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s8o. ALN proposed clorifylng the reglslrollon ond compllonce mechonlsm for non-
resldenl persons. They highlighted thot this proposol is oimed ot increosing the tox
bose by extending it to cover excisoble services offered in Kenyo by o non-resident
person through o digitol plotform.

Commitlee Observolion
The Commitlee noled thot this will be provided for in lhe regulolions.

Clouse 23

eet. They supported lhe proposol. The oddition of spirits mode from ogriculturol products
(excluding borley) os one of the products thot sholl be subject to excise duty
remission is oimed ot curbing the consumption of illicit spirits which pose significont
heolth concerns through the reduction of costs of the spirits mode from ogriculturol
products.

Clouse 24

zae .lhey supporled lhe proposol. However, they recommends thot the period is

extended from the sth doy of the following month to the 20th doy of the following
month to olign to the timelines for remitting VAT. This proposol sholl ollow toxpoyers
omple complionce time to remit excise duty to the Commissioner. Further, this
omendment will eose the coshflow constroints currently experienced by
monufocturers of olcoholic beveroges who ore required to remit excise duty
poyments within 24 hours of removol of goods from the stockroom os the
monufocturers would not hove received poyment from purchosers.

Commitlee Observolion
The Commitlee noled lhe slokeholders proposol however, lhe Commitlee
moinloined lhe 5th doy of lhe following monlh os ll provides sufficienl time for
remitling VAT.

Clouse 25 (o)(B)

ess. They supporled lhe proposol, noting thot the exemption would promote locol
ossembly ond odoption of electric vehicles, potentiolly reducing the cost for
consumers ond supporting sustoinobility initiotives.

Clouse 25 (o) (G)

es+. Delele lhe clouse becouse electricity is on essentiol good ond oll efforts should be
mode to ensure thoi items used in the electricity supply ore mode cheoper ond not
more expensive. ln this regord, this proposol will potentiolly increose the cost of
power, resulting in on increosed cost of living ond doing business.

Commitlee observollon

Report on the conslderotlon of Tox Lows (Amendmenl) Blll, 2024 (Notlonol Assembly Bllls No.
47 ot2024),



The Commltlee ogreed wlth the stokeholder

Clouse 25 (b) (i)

eas. Delele lhe clouse becouse this chonge will directly impoct the costs ossocioted
with telephone ond internet services. Considering the cruciol roles thot internet doto
ond telephone services ploy in business operotions, this proposed omendment is

expected to hove on odverse impoct on the overoll cost of doing business in Kenyo.

Commitlee observolion
The Commitlee ogreed with the slokeholder's proposol lo delele lhe clouse ond
moinloin lhe currenl role of l5%. This will help curb the increose in consumer prices
ond support lhe Bottom-Up Economic Tronsformollon Agendo (BETA) pillor on
promollon of the digitol superhighwoy ogendo.

Clouse 25 (b) (iiXiiiXiv)

eao. Amend lhe clouse by deletlng lhe 157" ond replocing lhe currenl 12.5% excise duty
on slokes wllh 57" excise duty on deposlls (i.e., oll sums deposiled by o cuslomer in
lheir onllne wollel inclusive of lhe sloke) mode by punlers / ployers on o doily bosis.
This is becouse in the lost four (4) yeors, the excise duty regime in the betting ond
goming sector hos consistently been omended. From no excise duty to introduction
of excise duty of 73% by the Finonce Act, 2021, which wos subsequently increosed
to 12.5% through the Finonce Act,2023 (ogoinst o proposol to increose the rote to
2O%l , ond now the Bill proposes to increose the rote lo l5%. The effect of sudden ond
frequent increoses in toxes will creote on inceniive for unscrupulous operotors to
gome the system in on effort to evode tox ond illegol gombling which will result in
unreguloted octivities where minors connot be protected.

Commltlee observolions
The Commltlee noled thol lmposing o hlgher excise duty role on bettlng. goming,
prize competition & lotlery is likely to yield more revenue. Additlonolly, it wlll
discouroge betting whlch ls commendoble.

Clouse 26

esz. Reloln lhe cunenl 1.57o becouse in os much os the government oims to expond
revenue, increose in RDL will directly increose the cost of imports which is likely to
result in higher prices for goods, porticulorly essentiol commodities. SMEs which rely
heovily on imports moy experience higher operotionol costs due to increosed
importotion expenses.

Commltlee Observollon
The Commltlee noled thot the proposed omendmenl ln respecl ol the RDI hos been
increosed morglnolly. Ihe oddilionql money collecled on occounl of lhe proposed
increose sholl be commllled lo lhe developmenl of eleclrlc light roll syslem wllhln
the blg mekopolis in Kenyo. The Commlttee however, proposed o new role of 27".
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3.2.77 MACADAMIA NUTS ASSOCIATION
Clouse 20(o)(x) ond 2l(c)

eae. Delete Clouses proposes chonging the stotus of fertilizers ond ogriculturol pest
control products from zero-roted to exempt. lmporters ond distributors of fertilizers will
foce increosed costs of doing business os they connot cloim input VAT on inputs,
leoding to higher fertilizer prices. This rise in costs will likely discouroge fertilizer use,
resulting in lower mocodomio yields ond odversely impocting the ogriculturol sector.
Kenyo's mocodomio supply, reliont on 200,000 smoll-scole, price-sensitive formers,
will be porticuloriy offected, os higher input costs reduce productivity. This decline
will negotively impoct exports ond employment, further stroining ihe sector's
contribution to the economy.

Commltlee Observolion
The Commltlee noled lhe proposol; however, they recommend thol lhe exemplion
of lhese goods porlly reduce lhe cosls of lhe inpuls ond furlher reduce the burden of
lox refunds.

3.2.78 MtZANr254
Clouse 20

eas. Delete the proposol ond mointoin the exemptions becouse the removol of VAT
exemption for goods intended to promote investment in the monufocturing secior
will be dekimentol to the economy. Therefore, insteod of removing exemptions, the
Commitiee should explore olternotive woys to support this sector. which hos shown
limited growih.

Commltlee Observollon
The Commltlee noled lhe proposol however. lhey recommends exempllon of these
goods wlll portly reduce lhe cosls of lhe lnpuls ond furlher reduce lhe burden of lox
refunds.

Clouse 26

eso. Delele lhe proposol ond reloin the Rollwoy Development levy of 1.5% slnce ony
increose in the levy of this time would further escolote costs, compounding
chollenges for businesses ond citizens who ore olreody groppling with losses ond
reossessing growth ond exponsion plons. Any rise in morginol costs is likely to stifle
economic growth.

Commlllee Observollon
Ihe Commltlee nol6d thot the proposed omendmenl ln respecl of the RDI hos been
increosed morginolly. The oddltlonol money collecled on occounl of lhe proposed
lncreose sholl be commllled lo lhe developmenl of eleclrlc light roll syslem wllhln
the blg mekopolls ln Kenyo. The Commltlee however, proposed o new role ol 2%.

3.2.79 MAURICE MUNYAO
Clouse 20 (b) (lli)
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eel. Deleie the proposol to subject VAT to oir ticketing. Ihe proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges. increosing operoting costs. Notobly. the VAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
internotionol ogents, ond online trovel ogents (OTAs). This creotes on uneven ploying
field ond drives businesses owoy from locol providers. This policy chonge is

porticulorly detrimentol os trovel ogents operote on thin morgins, ond the increosed
VAT will further erode their profitobility.

Commitlee Observolion

The Commitlee ogreed wilh lhe slokeholder

3.2.80 IBRAHIM OMAR
Clouse 20 (b) (iii)

ese. Delete the proposol to subject VAT on Air Ticketing. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indkect oirport chorges, increosing operoting costs. Notobly, the VAT
increose torgets only locol oir ticketing service providers, excluding oidines,
internotionol ogents, ond online trovel ogents (OTAs), creoting on uneven ploying
field ond driving businesses owoy from locol providers. This policy chonge is

porticulorly delrimentol os trovel ogents operote on thin morgins, ond the increosed
VAT will further erode their profitobility.

Commitlee Observotion
The Committee ogreed with the stokeholder

3.2.8I KELDINE & CO TLP

Clouse 2l

ess. Delete the proposed omendment thot seeks to chonge the clossificotion of certoin
items from zero-roted to exempt, including ogriculturol pest control products,
fertilizers under chopter 31, ond inputs or row moteriols locolly purchosed or imported
by fertilizer monufocturers, os opproved by the Cobinet Secretory for Agriculture.
However, this exemption could result in higher costs for monufocturers. We propose
thot this subclouse be deleted to ovoid unnecessory cost increoses in the fertilizer
monuf octuring sector.

Commltlee observollon
The Commltlee noled lhe proposol however, lhey recommends exemplion of lhese
goods will porlly reduce lhe cosls of lhe lnpuls ond furlher reduce lhe burden of lox
relunds.

New Clouse lncome Tox Acl
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ee+. They proposed the exemption provided under Legol Notice 9l of 2015 be enshrined
in the primory low to protect the noble intentions it sought to promote. As such, the
First Schedule of the Income Tox Act should be omended by introducing porogroph
74 which sholl provide os follows;

'lnferests to be poid on loon from foreign sources for investing in the energy or
woler secfors, or in roods, ports, roilwoys or oerodromes.

Provided on exemplion under lhis Porogroph shol/ be gronted upon
recommendofion by lhe Cobinel Secretory for the time being responsible for
respeclive sectors ond sho// be volid for not more thon ten yeors.'

Juslificolion

These proposols, therefore, serve to promote strotegic infrosiructure development by
incentivizing foreign investment in key sectors such os energy, woter, ond
tronsportotion. These sectors ore criticol to the country's long-term economic growth
ond competitiveness, ond the exemption of interest on foreign loons will help
focilitote lorge-scole infrostructure projects vitol to notionol development. By
torgeting investments in the energy ond woter sectors, it encouroges the finoncing
of environmentolly sustoinoble infrostructure, thus supporting the country's climote
oction gools.

Commitlee Observolion
The Commitlee noled lhe proposol ond recommended considerotion of lhis motter
in fulure legislotion.

New Clouse

egs. lntroduce o new section under the lncome Tox Act thot provides;

Section 39(D)

'Any exporl-oriented person providing Business Process Outsourcing (PBO)
services thot employ of /eosf 200 individuols for more thon twelve monlhs
sholl be eligible for o tox rebote equivolent to 20% of fhe cosf of hiring fhese
emp/oyees in lhe yeor ofter the yeor of such engogernent.'

Juslificofions

Kenyo's growing oppeol os o hub for BPO businesses presents significont economic
opportunities. The sector promotes employment through direct job creotion by
incentivizing componies to employ ot leost 200 people, reducing unemployment,
ond stimuloting reloted industries like troining, insuronce, ond hospitolity. Additionolly,
it fosters economic growth by increosing export revenues os BPO services torget
internotionol morkets, improving Kenyo's bolonce of poyments. Furthermore, it oids
in diversifying the export bose owoy from troditionol sectors like ogriculture,
enhoncing the country's economic resilience ond stobility.

Commltlee observotlon
The Commitlee noled lhe proposol ond recommends conslderolion of lhls motler ln
fulure legislotlons.
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New Clouse proposol- Housing Levy

eso. They noted thot the Act does not clorify whether the Affordoble Housing Levy
opplies to secondory employees, such os non{ull-time compony directors. They
further suggested thot the Ministry should provide cleor guidonce on this issue ond
consider gronting on explicit exemption for this cotegory of employees. Further, they
noted recent issues concerning secondory employees ond the housing levy, with
conflicting interpretotions. The Aitorney Generol issued on odvisory indicoting thot
the Act did not envision secondory employees. They emphosized thot o clorificotion
would resolve this conflict.

Commltlee Observolion
The Commitlee noled lhe proposol ond recommends considerolion of lhis motler in
fulure legislolions.

New Clouse- PAYE - Work-from-home benefils (Home offices)

esz. Keldine & Co ILP noted thot the ITA clossifies the provision of furniture to employees
for use in their homes os o toxoble benefit under goins or profits chorgeoble to
income iox. They proposed thot furniture purchosed for employees' home offices
solely to focilitote remote work should be exempt from being treoted os o toxoble
benefit. They olso suggested thot communicotion ond electricity ollowonces for
employees working from home should not be considered toxoble employment
benefits.

Commitlee Observolion
The Commitlee noled lhe proposol ond recommends conslderolion of lhis motler ln
fulure leglslolions.

New Clouse- Exempllon of Non-profll orgonizollons from VAT

esa. Keldine & Co LLP proposed thot supplies mode to non-governmentol, non-profit
orgonizotions, ond churches be explicitly exempt from VAT. Such entities, estoblished
for purposes like poverty relief, public distress, ond the odvoncement of religion ond
educotion, ore subject to VAT on toxoble goods ond services. They orgued thot
exempting these orgonizotions would lower operotionol costs, ollowing them to
ollocoie more resources to choritoble ond humonitorion octivities, oligning with the
government's gool of promoting the common good.

Commltlee Observollon
Ihe Commitlee noled lhe proposol ond recommends conslderotlon of thls motler ln
fulure leglslolions.

New Clouse- PAYE & lndlvlduol lncome tox roles

eee. They noted thot the Finonce Acl 2023 introduced higher tox rotes for individuols,
wilh o 32.5% rote for those eorning between Kshs. 500,000 ond Kshs. 800,000 per
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month, ond 35% for those eorning obove Kshs. 800,000, exceeding the Corporote
lncome Tox rote of 3O%. They highlighted thot this dispority undermines the
Government's Bottom-Up Economic Tronsformoiion Agendo (BETA) ond ploces
undue pressure on employees, whose net toke-home poy is olreody stroined by
increosed NSSF, NHIF. ond AHL contributions. Comporisons with other jurisdictions,
such os Ghono (30%), Nigerio (24%1, ond Mouritius (15%). suggest thot Kenyo's rotes
ore disproportionotely high. Citing the Loffer curve, they orgued thot excessive tox
rotes could discouroge complionce ond reduce revenue. They proposed reducing
the top tox rote lo 25%to creote o more equitoble ond sustoinoble tox environment
for individuols ond businesses.

Commltlee Observolion

The Commitlee noted lhe proposol ond recommends considerolion ol this motler in
fulure legislolions ond recommends lhe Nolionol Treosury lo slorl lhe process ol
reviews bonds ond eliminoting lhe cunenl lop bonds which ore obove lhe corporole
income lox role of 30% ond lo improve the progressivity of oll the PAYE bonds.

New Clouse- Shipping Tox - Amendmenl of Seclion 9

soo. They noted thot Section 9(l ) of the lncome Tox Act. os cunently drofted, locks o
cleor complionce fromework, porticulorly regording the due dotes ond frequency
for returns ond poyments. They proposed ihot Section 9(l ) be omended by repeoling
the proviso ond replocing it with o new clouse thot stoies: "Provided thot oll income
of o non-resident shipping line, including income from deloys in toking delivery of
goods or returning ony equipment used for tronsportotion, sholl be deemed to be
income derived from Kenyo... ond provided thot the tox liobility under this subsection
sholl be poyoble to the Commissioner not loter thon the 20th working doy ofter the
end of the month in which the income wos reolized." This omendment oims to clorify
by specifying o due dote for tox poyments, promoting complionce ond improving
tox odministrotion.

Commltlee Observollon

The Committee noled lhe proposol ond recommends considerolion of lhls motler in
fulure leglslolions.

3.2.82 PARI.IAMENTARY SERVICE COMMISSION
CTAUSE 3

sor. Amend clouse 3 (b) by insertlng lhe followlng sub-porogroph immedlolely otler
sub-porogroph (l)

(io) by lnsertlng lhe following new porogroph lmmediolely ofter porogroph (f)
(fo) any omounl poid or gronted lo public officer pursuont to ony written low or
stotutory instrument, with effect from I't October, 2022, to reimburse on
expenditure incunedforlhe purpose of performing officiol duties, notwiihstonding
lhe ownership or control of ony ossels purchosed.
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Commltlee Observolion

The Commitlee ogreed with the slokeholder's proposol.

3.2.83 TRAVELSHOPPE COMPANY LIMITED

Clouse 20 (b) (iii)

soe. Delete the clouse becouse the proposed VAT rote only torgets locol oir ticketing
service providers ond excludes include Aklines, internotionol oir ticket ogents ond
Online Trovel Agents OTAs) offering the service remotely. This will deviote business to
these groups of persons/entities in view of their exclusion ot the expense of locol
trovel ogenis.

Commitlee Observolion

The Commitlee ogreed wilh the slokeholder

3.2.84 KENYA PRTVATE SECTOR ALUANCE (|(EPSA)
Clouse 5

eos. Amend Clouse 5 to define the term 'Significont Economic Presence'. The clouse
should define this term precisely to ensure clority in scope ond opplicotion. Without
o cleor definition, determining significont economic presence moy depend heovily
on subjective judgments.

Commitlee Observolion
The Commitlee observed thot digilol service providers typicolly enjoy higher profit
morglns since lhey hove lower operollonol expenses compored lo businesses wilh o
physlcol presence. Consequenlly, lhe purpose of lhe lncreose ls lo odjust lhe
deemed profil lo reflecl whol ll would hove been if lhese componles did not benefil
from reduced producllon cosls.

Clouse 6

so+. KEPSA proposed to defer implementing the proposed minimum top-up tox pending
consultotions with offected toxpoyers to develop comprehensive regulotions. They
noted thot there is o need for o cleor understonding of the vorious refundoble tox
credit regimes (e.9.. quolified versus nonquolified), their opplicotion to Pillor 2
legislotion ond their impoct on locol FDI objectives ond policies. The Government
might wish to consider how the Pillor 2 legislotion fits in with the locol reolities of
ottrocting FDI ond the obility to introduce incentives the Government would deem
effective to foster such FDl.

Commltlee Observolion
The Commltlee wos ol o dlfferenl vlew lhol o minlmum lop-up lox ls o globol meosure
lmplemenled ln over 60 counhles where mojor mulllnollonol componles operole. As
such, excludlng lt in Kenyo could undermine lhe lox's oppllcotlon mechonlsm,
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potentlolly resulling in o consllluenl compony bosed ln Kenyo underpoylng ils folr
shore of revenue.

Clouse l4

sos. Delete Clouse l4 (b) ond (c) thot seek to omend the First Schedule of the lncome
Tox Act thot exempts income or principol sum of o registered fomily trust ond copilol
goins reloting to the tronsfer of title of immovoble property to o fomily trust from
volue-odded tox. Cunently, trust income is toxed when distributed to beneficiories.
By introducing this omendment, the income will be subjected to double toxotion os
the trust's income will be toxed ond the some will be toxed upon distribution to the
beneficiories.

Commitlee Observolion
The Commitlee noled thot the principol income of o lomily husls comprises of ossels
lhol lnclude cosh fionsfered inlo lhe husl by lhe setllor, os such should nol be
considered os on income of the lrust ond lherefore nol sublecl lo tox.

Clouse l5

soo. Delete Clouse l5 (b) (ii)(A)(iv) thot introduces o 5% tox on interest eorned from o
bond, note or other similor security thot hos o moturity of ol leost three yeors ond
used to roise funds for infrostructure ond other sociol services. This moy significontly
disodvontoge the Government, when trying to roise finonce, through the issuonce
of these forms of investments ond obtoining bonowing locolly. lt is olso not cleor
whether this interest income will be subject to further tox moking this investment
vehicle very unottroctive.

Commltlee Observolion
The Commitlee ogreed with the slokeholder.

Clouse 20

soz.Delete Clouse 20 (o)(iii) thot seeks to delete porogroph 58 on direction finding
composses in the First Schedule of the Volue Added Tox. The inkoduction ot 1 6%Y AT
on Direction{inding composses, instruments. ond opplionces for oircroft will result in
higher costs for oircroft mointenonce, which hos o sofety implicotion os the costs will
be extremely high.

Commltlee Observolion
The Commltlee ogreed wlth the proposol lo delele lhe clouse nollng lhol mosl olrllne
operolors offer molnlenonce ond repolr operollons lo severol lnlernollonol ond
domesllc olrllnes in Kenyo. ln oddlllon, lhe Commltlee observed lhol o lox on qircrofl
spore porls would leod to hlgh cosl of operotion of olrllnes ln Kenyo lhus moklng lhe
counlry uncompellllve os o reglonol hub. ln lhls regord, lhe Commltlee proposes lo
revlew lhe proposol ln the Blll.

Clouse 20(oXvl)
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so8. Delete Clouse 20(o)(vi) thot seeks to moke oircroft spore ports votoble ot l6%.The
introduction of 16% VAI on the importotion of oircroft ond spocecroft will result in
Kenyon operotors losing competiiiveness due to increosed purchosing or finoncing
costs. This, in furn, will result in increosed operotionol costs, which will be coscoded
down to the consumers ond troveling public.

Commitlee Observollon
The Commlttee ogreed with the proposol lo delele lhe clouse nollng lhol mosl oirline
operolors offer moinlenonce ond repoir operolions lo severol lnlernolionol ond
domeslic olrlines in Kenyo. ln oddition, lhe Commitlee observed lhol o lox on oircrofl
spore porls would leod to hlgh cosl of operolion of oirlines in Kenyo lhus moking lhe
counlry uncompelilive os o regionol hub. ln lhis regord, lhe Commitlee proposes lo
review lhe proposol in the Bill.

Clouse 22

sos. Delete Clouse 22, which would impose excise duty on non-residents offering
services through o digitol plotform. Aport from the proposed excise duty. there ore
proposols to introduce o withholding tox on income from digitol morketploces ond
o new significont economic presence (SEP) tox. The proposed chonge, if possed into
low, will increose operotionol costs for digitol service providers ond this odditionol
cost will most likely be possed onto consumers.

Commitlee Observqlion
The Commitlee wos of o diflerenl view ln thot the inlenlion of lhe provislon wos lo
roige revenue for lhe governmenl. Furlher, lhe Commitlee noled thot the lox ls being
imposed on lhe owner of the digltol plolform ond nol on locol users.

Clouse 23

sro. KEPSA recommends hoving regulotions to implement this provision ore developed
by the Cobinet Secretory to ensure the incentive is not obused, occosioning high
illicit olcohol incidence ond loss of government revenue. This will increose the level
of locol row moteriol sourcing which will benefit ogriculturol volue oddition, not to
mention positively impoct socioeconomic stotus of formers ond volue choin ployers
in Kenyo. However, spirits products ore eosily counterfeited, involves occessible
blending processes, hence the need for sirict regulotions to support the
odministrotion of excise remission on spirits.

Commitlee Observollon.
The Commltlee noled lhe essence of hovlng regulotlons ln lhls motler.

Clouse 2s (o) (l) (c)

sr r. Delete clouse 25 (o) (i) (C) ond mointoin the cunent excise duty rotes.

Commitlee Observollon.
The Commltlee observed thot the lntent of the proposol ls lo dlscouroge consumplion
of lhese producls due lo lheh negollve exlernolilies such os effecl on heolth coused
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by clgoretle smoklng. Addltionolly, hormonlzolion of lhe role of both lhe flller ond
non-flllered clgoretles ls meonl lo prolect revenue leokoge os o resull of
mlsdeclorolion ond misreporling. The unilorm role of loxollon will eose lhe
odminislrolion of loxollon of lhese producls.

Clouse 25 (E)

sre. Amend 25(E) ond increose excise duty groduolly trom 1.57", 3%, 3%, 3%,3% tor
finonciol yeors 2025 /26 Io 2029 /30.
Committee Observolion
The Commitlee observed lhol lhe inlenl of lhe proposol ls lo discouroge consumplion
of lhese producls due lo lheir negolive exlernolilies such os effecl on heollh coused
by nicoline producls. Addilionolly. lhe proposed loxotion of lobocco producls will
olso discouroge their consumplion.

Clouse 26

srs. Delete Clouse 26, which seeks to increose the Roilwoy Development Levy (RDL)
from 1.5% lo 2.5%, becouse Kenyo sholl be uncompetitive regionolly ond in Africo
since other countries do not hove o similor levy. There is o need to support the
monufocturers to be competitive locolly ond in exports ond supply ot offordoble
prices. They recommends increosing the RDL for non-monufocturers or only to
finished imported products.

Committee Observolion
The Commitlee noled thol the proposed omendment in respecl of the RDI hos been
increosed morglnolly. The oddlllonol money collecled on occounl of the proposed
increose sholl be commltled to lhe developmenl of electric light roil syslem wilhin
the big metropolis in Kenyo. the Commitlee however, proposed o new role ol 2%.

NEW PROPOSALS.

i. Credit adjustment vouchers (CAVs)-Credit for input tax against output tax.
314. Introduce provisions to allor.r' fbr refund of excess tax arising front zero rated supplies adjusted/

assessed using the formula belirre lTth June 20lg under Legal Notice No. so published in the Kenya
Gazette SuppleDrent No. g+ dated lTth June 20t9.

Committee Observation

Ihe Commltlee noled lhe slokeholders views ond recommends lhol lhe Nolionol
Treosury ond KRA linds o woy lo resolve the motler.

ii. Address refund for excess input credit after VAT refunds are paid under the VAT Formula
315. lntroduce legal amendments with provisions recognizing ref'Lrnds arising alter the VA-I
Fornrula is applied; or

916. Separate the capital expenditure itenrs captured on the KRA itax system which causes an

increase in credit refunds; or

317. Exemption of VAT on Machinery to ensure it is not captured under the ITax systenr as capital
expenditure input items.

3 18. They proposed amending Part I , Section A to the First Schedule ot' the VAT Act qo r.3 by
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inserting: "The supply of denatured ethanol of tariff number e2o7.9o.oo."

.Iustification

319. Amendments to the VAT Act 20l3 through the Statute Law (Miscellaneous Amendments) Act,
9o2+ subjected the supply ofdenatured ethanol of tariff number 22o?.2o.oo to l6% VAT eflective
z5th April 202,1. 'fhis has been very detrimental to the grou'th olthe Iitlranol Cooking Fuel industry
by rendering it unallbrdable to households. This in turn makes the Government&#.s9;s objective of
achieving universal access to clean cooking by 2i128 unachievable.

Committee Observation

The Commillee noled lhe proposol ond recommends considerolion of lhis motler
in fulure legislolions.
Section t+ ofthe Excise Duty Act

I . Arnend Section 1,1, of the Excise Duty A(:t to include, -
"Where excise duty has been paid in respect ofexcisable goods inrported into or manufactured
in Kenya by a Iicensed ntanufacturer and rvhich have been used as rau' materials (including
packaging nraterials) in the nranufacture of other excisable goods (hereinalter referred to as
"finished goods"), the excise duty paid on the raw nraterials shall be offset against the excise
duty payable on the finished goods."

Committee Observation

The Committee observed that this is provided for in Section l+.

2. Inrported Glass Bottles (excluding inrported glass bottles for packaging of pharmaceutical
products) provided that it shall not apply to glass bottles imported iiom any of the countries
u'ithin the Flast African Conrntunity- Rate of excise duty 35%.

Committee Observation

The Committee agreed with the stakeholder that the provision is meant to protect local
manufacturers of glass bottles.

3. Anrend Paragraph I of Part I of the First Schedule to the Excise Duty Act, go l5 to delete the
Ibllou'ing item - Description Rate Irnported Glass 35% bottles (excluding inrported glass
bottles lbr packaging ol'pharnraceutical products)

Committee Observation

The Committee agreed with the stakeholder that the provision is meant to protect local
manufacturers of glass bottles.

3.2.85 ATPHA TAX AND BUSINESS ADVISORY SERVICES
Clouse 2(o)

e4o. Delete the proposol to omend the definition of royolty under subsections (b) ond
(f ), os it controdicts internotionol best proctices regording the tox treotment of
softwore poyments. This issue wos highlighted in the cose of Seven Seos Iechnologies
Limited v Comrnisslon er for Domestic Ioxes (lncome Tax Appeol 8 ot 2017) [2021]
KEHC 358 KLR, where the court distinguished between poyments for portlol rights in
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copyright, which quolify os royolties, ond poyments for ocquiring ond distributing
softwore copies without reproduction rights, which were not subject to withholding
tox under the lncome Tox Act. The proposed exponded definition is likely to creote
increosed tox disputes between toxpoyers ond the Kenyo Revenue Authority, os it
conf licts with estoblished jurisprudence.

Commitlee Observolion
The Commltlee, lyhile noling lhe slokeholder's commenls, hod o differenl view lhol
lhe provision does nol deol wilh soltwore distributlon.

Clouse 6

ser. Defer implementotion of the introduction of minimum top tox. The introduction of
Pillor 2 meosures will likely impoct foreign direct investment (FDl), os tox is on essentiol
component of the ottroctiveness for investment, os shown in mony independent
studies. There is o need for o cleor understonding of the vorious refundoble tox credit
regimes (e.9.. quolified versus nonquolified), their opplicotion to Pillor 2legislotion,
ond their impoct on locol FDI objectives ond policies.

Commitlee Observolion

The Committee wos of o dlflerenl view lhot q minimum lop-up lox is o globol meosure
implemenled in over 60 countries where mojor mullinolionol componies operole. As
such, excluding il in Kenyo could undermine lhe lox's oppllcolion mechonism,
potentiolly resulllng in o consliluenl compony bosed in Kenyo underpoying its folr
shore of revenue.

Clouse l4(b)

see. Delete the proposol to subject the income or principol sum of o registered fomily
trust to tox. The exemptions introduced in the Finonce Act 2021 encouroged the use
of trusts for estote plonning, ond withdrowing this exemption so soon undermines the
principles of tox predictobility ond certointy. This chonge could leod to copitol flight,
os individuols move ossets to jurisdictions with more fovoroble tox regimes, ond it moy
olso reduce community support ond choritoble contributions mode by fomily kusts
to sociol development initiotives.

Commitlee Observolion
The Commitlee noled thot the principol income of o lomily husls comprises of ossels
lhol include cosh lronsferred inlo the husl by the setllor, os such should nol be
consldered os on income of lhe husl ond lherefore nol sublect lo lox.

Clouse 25(bXD

ses. Delete the proposol to increose Excise Duty on telephone ond internet doto
services from l5% to 20% in Port ll of the First Schedule. The current 15% excise duty
on communicoiion ond internet services supports the growth of the digitol economy
by keeping costs offordoble, ond fostering the exponsion of e-commerce, digitol
educotion, ond remote work, oll vitol for modern economic development. Roising
this duty Io 20% risks discouroging the use of online services ond digitol plotforms.
slowing economic progress. Smoll ond medium enterprises (SMEs), which depend
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heovily on offordoble internet ond telephone services, would foce increosed
operotionol costs, reducing competitiveness, hindering innovotion, ond limiting
morket exponsion. This could ultimotely result in decreosed productivity ond
potentiol job losses.

Commitlee Observotlon
The Commitlee ogreed with the slokeholder's proposol lo delele lhe clouse ond
moinloin lhe cunenl role ol l5%. This wlll help curb lhe increose in consumer prlces
ond supporl the Eotlom-Up Economic fronsformotlon Agendo (BEIA) plllor on
promotion of the digitol superhighwoy ogendo.

se+. New proposol lo include Pockoging Moleriols in Excise Duty Offset

Proposol to Amend Section l4 to reod os follows:

'Where excise dufy hos been poid in respecl of excisob/e goods imporfed info, or
monufoctured in Kenya by o licensed monufoclurer ond which hove been used os
pockoging or row moteriols in the monufocture of other excisoble goods (hereinofter
referred to os 'flnished goods'), lhe excise duty poid on the pockoging or row moteriols
sholl be offsei ogoinst lhe excise duty poyoble on the finished goods.'

Juslilicolion

The proposol to include pockoging moteriols in Section 14. ollowing for excise duty
offsets on row moteriols, oligns with economic principles ond internotionol best
proctices to ensure o foirer tox system. Without this provision, excise duty is effectively
chorged twice-on pockoging moteriols ond finished goods-leoding to double
toxotion, higher production costs, ond increosed consumer prices. Since excise duty
is globolly recognized os o consumption tox meont for the finol consumer, permitting
offsets for pockoging moteriols prevents intermediote producers from beoring undue
tox burdens, oligning Kenyo's tox fromework with internotionol stondords.

Commitlee Observolion
The Commitlee observed thot this ls provided for in Secllon 14.

3.2.86 TITE AND SANITARY WARE RETAITERS

Clouse 25-G

ee5. Delete the proposol to inhoduce excise duty equivolent to 35% of the customs
volue or Shs 300 per kg on imported ceromic sinks, woshbosins, pedestols, boths,
bidets, woter closet pons, flushing cisterns. urinols, ond similor sonitory fixtures under
toriff heoding 69i0, os well os imported ceromic tiles ond finishing ceromics under
toriff 6907. This omendment is poorly structured ond poses o significont risk to the
building ond construction industry in Kenyo, potentiolly leoding to its collopse due to
increosed costs ond reduced offordobility of essentiol moteriols.

Commltlee Observollon
The Commltlee ogreed wlth the slokeholder
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3.2.87 KELVIN SAITOTI NAIKUNI
Clouse 4

seo. Delete Clouse 4, which seeks to omend the lncome Tox Act to impose tox on o
resident or non-resident owner or operotor in o digitol morketploce. The proposol
seeks to tox digitol content creotors-mony of whom ore young people skiving to
moke o living in on olreody chollenging job morket. This proposol unfoirly torgets
individuols working in the digitol spoce, punishing their creotivity ond resilience in o
context of high unemployment.

Commitlee Observolion
The Commitlee wos of o different view in thot the inlenlion of lhe provision wos lo
roise revenue for the governmenl. Furlher, lhe Commitlee noled thot the lox is being
imposed on lhe owner of lhe digilol plolform ond nol on locol users.

Clouse 20 (iv)

sqz. Delete the proposol to exempt boby diopers, pods, ond tompons from VAT. These
products should not be subjected to VAT tox.

Commitlee Observolion
The Commitlee noled lhot the proposol is nol lo subjecl monufoclurers lo VAT bul lo
exempl lhem

Clouse 26.

es8. Delete Clouse 26 which seeks to increose the Roilwoy Development Levy (RDL) from
'I .5% to 2.5%.The proposol will significontly increose the costs of imported goods. This
levy will inevitobly leod to higher consumer prices on o wide ronge of products,
impocting households ocross the country ond moking everydoy goods less
off ordoble for mony.

Commltlee Observolion
The Commltlee noled thol the proposed omendmenl in respecl of the RDI hos been
increosed morginolly. The oddllionol money collecled on occounl of lhe proposed
increose sholl be commitled lo lhe developmenl of eleclrlc light roil system wllhin
the blg mefuopolis in Kenyo. The Commitlee however, proposed o new role of 2%.

New Proposol lor Tox lows.

ses. Sociol Heolth lnsuronce Fund deductions should not only be mode ollowoble
deductions in the computotion of toxoble income but thot they be done owoy with
entirely os he believes they ore forced deductions on Kenyons towords o
dysfunctionol Heolthcore.

3.2.88 WECARE YOUTH ORGANIZATION
Clouse 22

eso. They supported the proposol noting thot the omendment will help expond Kenyo's
tox bose, creote o more level ploying field for businesses, ond generote odditionol
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revenue from the growing digitol ond cross-border service economy. lt is essentiol,
however, to implement cleor guidelines for complionce ond simplify processes for
non-resident providers to ensure smooth odopiion of the new provision.

Clouse 5

ssr. They supported the proposol ond recommends providing o cleor, tronsporent, ond
detoiled guidelines outlining the specific criterio for determining SEP. This includes
setting cleor thresholds for revenue, digitol engogemeni, or morket octivity thot
would trigger the SEP Tox.

Clouse l4 (d)

sse. WeCore supported the proposol since lnfrostructure bonds ore currently tox-
exempt. The 5% tox will increose revenue collection, os most people hove found
infrostructure bonds lucrotive investments.

Clouse 6

sss. They supported the proposol becouse it will help in promoting tox foirness, curbing
bose erosion, ond oligning with internotionol tox prociices. This provision is port of
Kenyo's brooder efforts to modernize its tox system ond ensure thot multinotionol
componies contribuie oppropriotely to the country's development.

Clouse 20 b (iv)

ss+. They supported the proposol however, they noted thot VAT exemption for smoll tour
operotors who primorily serve locol tourists should be considered to ovoid undue
burden on smoll businesses.

Commitlee Observolion
The Commitlee ogreed with the slokeholder lo incenlivize lhe lourlsm seclor; hence
lhe exempllons should remoin

3.2.89 KOKO NETWORKS
New Clouse

es5. Amend Port l, Section A to the First Schedule of the VAT Act 2013 by inserting:
"The supply of denotured elhonol of toriff number 2207.20.00"

Juslificollon
The supply of bioethonol wos VAT exempt from the Finonce Act 2021, which enobled
fost uptoke of the KOKO Fuel solution omongst Kenyon households, where |.3 million
households cook with KOKO Fuel. Amendments to the VAT Act 2013 through the
Stotute Low (Miscelloneous. Amendments) AcI 2024 subjected the supply of
denotured ethonol of toriff number 2207.20.00 1o l6%VAT effective 25th April 2024.
This hos been very detrimentol to the growth of the Ethonol Cooking Fuel industry by
rendering it unoffordoble to households. This mokes the Government's objective of
ochieving universol occess to cleon cooking by 2028 unochievoble.
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s36. Cunently, there is o limited supply of bioethonol due to low investment in ethonol
production, mechonizotion, low odoption of high-yield cone vorieties, ond
insufficienl oreos under cone to support on increose in production. KoKo hos signed
on offtoke ogreement with locol ethonol producer(s) ond is cunenfly mopping up oll
domesticolly ovoiloble technicol olcohol to our specificotions.

Commitlee Observolion
The Committee ogreed wilh the slokeholder lhis will promole lhe use ol cleon energy

3.2.90 BAKER MCKENZIE
Clouse 5

ssz. Delete Clouse 5 ond introduce it when it cleorly exploins whot 'significont Economic
Presence' constitutes. They noted thot the Bill contoins mony mojor gops ond
ombiguities regording core ospects of the Significont Economic Presence Tox. lt olso
over-ollocoted toxoble profits to Kenyo by toxing 100% of the ossumed consolidoted
group profits derived from Kenyo. Boker Mckenzie olso proposes thot if possed, KRA's
tox treoties should prevoil over the Significont Economic presence Tox.

Commltlee Observolion
The Commitlee obseryed thot digltol service provlders typicolly enjoy higher proflt
morgins slnce lhey hove lower operollonol expenses compored to businesses wilh o
physicol presence. Consequently, lhe purpose of lhe increose is lo odjust lhe
deemed proflt to reflecl whol it would hove been if these componies did not benefil
lrom reduced producllon cosls.

3.2.91 SAFARTCOM
New proposol lncome Tqx Acl Section l5 (l )
ssa. Amend by introducing o provision in the ITA to ollow telecommunicotion

componies to cloim investment ollowonces for copitol expenditure incuned on
spectrum fees over their useful life, typicolly l0 yeors. This lowers the overoll cost,
which will then be possed on to the finol consumer, increosing the offordobility of
telecommu nic otions services

Commitlee Observolion
The Commitlee observed thol the proposed inveslmenl ollowonce will leod lo
revenue loss ond lherefore, dld not ogree wllh lhe slokeholder.

Clouse 25 (b) (l)

sss. Delete the clouse ond retoin the current rote of l5% becouse mointoining the
Excise Duty rote ot l5% will promote the industry's stobility ond predictobility efforts,
digitol inclusivity ond increosed uptoke of online jobs thus increosing employment
opportunities for the youth; ond contribule to the Government's Bottom-up. On the
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other hond, increosing Excise Duty rote will negotively impoct telephone ond
internet doto services usoge in Kenyo os most Kenyons will find it expensive.

Commitlee Observolions
The Commitlee ogreed with the slokeholder's proposol lo delele lhe clouse ond
moinloin the currenl role of l5%. Ihls wlll help curb lhe lncreose in consumer prices
ond supporl lhe Botlom-Up Economic Tronsformolion Agendo (BEIA) pillor on
promollon of lhe digilol superhighwoy ogendo.

3.2.92 MILESTONE GAMES I-IMITED
Clouse 20

s*o. Delete Clouse 20 (b) (i) of the Bill ihot proposes to delete Porogroph I / of Port ll of
the First Schedule of the VAT Act which exempts betting, gombling, ond lotteries
services from VAT.

Commitlee Observolion
The Commltlee ogreed with the slokeholder's proposol.

Clouse 25

s+r. Delete Clouse 25(b)(ii) of the Bill thoi proposes to increose excise duty on betting
from 12.5% to 15% computed on the omount wogered or stoked. According to
Milestone Gomes Limited, the betting sector is struggling to recover from the cunent
economic crises ond is ill-prepored to obsorb odditionol tox increoses, moinly
becouse it is cunently the most-toxed industry in Kenyo.

Commitlee Observolion
The Commltlee noted thot imposing o higher excise duty role on betting is llkely to
yield more revenue. Additlonolly, ll will discouroge betting whlch is commendoble.

3.2.93 JOYCE KARIUKI
Clouse 20 (b) (iii)

s+e. Delete the proposol io subject VAT to oir ticketing. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges. increosing operoting costs. Notobly, the VAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
internotionol ogents, ond online trovel ogents (OTAs). This creotes on uneven ploying
field ond drives businesses owoy from locol providers. This policy chonge is

porticulorly detrimentol os trovel ogents operote on thin morgins, ond the increosed
VAT will further erode their profitobility.

Commltlee Observollon
The Commltlee ogreed wlth the slokeholder

3.2.94 AGGREY WEKESA
Clouse 20 (b) (lll)
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34,s. Delete the proposol to subject VAT on Air Ticketing. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges, increosing operoting costs. Notobly, the VAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
internotionol ogents, ond online trovel ogents (OTAs), creoting on uneven ploying
field ond driving businesses owoy from locol providers. This policy chonge is
porticulorly detrimentol os trovel ogents operote on thin morgins. ond the increosed
VAT will further erode their profitobility.

Commitlee Observolion
The Commitlee ogreed with the slokeholder

3.2.95 NASRA SUTEMAN AtI
Clouse 20 (b) (iii)

34,4,. Delete the proposol to subject VAT to oir tickeling. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges, increosing operoting costs. Notobly, the VAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
internotionol ogents, ond online trovel ogents (OTAs). This creotes on uneven ploying
field ond drives businesses owoy from locol providers. This policy chonge is
porticulorly detrimentol os trovel ogents operote on thin morgins, ond the increosed
VAT will further erode their profitobility.

Commltlee Observotlon
The Commitlee ogreed with the slokeholder

3.2.96 DEI.OITTE & TOUCHE LtP
Clouse 2(d) - Definitlon ol Royolly

s+s. Amend Clouse 2(d) in the definition of Royolty in port (b) by simplifying it to reod:
"Any softwore in the form of o license fee," os the proposed definition in the Bill is

open to vorious interpretotions ond does not cure the commerciol vs non-
commerciol ospect ossocioted with softwore ond license poyments. Additionolly,
the proposol will leod to the deduction of withholding tox on poyments unreloted to
tronsferring the right to use softwore.

Commltlee Observollon
The Commltlee wos of o dlfferenl view lhot lhe provlslon does nol deol wllh
dlstrlbution of softwore.

Clouse 5
s+o. Amend Clouse 5 by deleting the word "len" ond replocing it with "five" in the

proposed Section l2E (4) so os to retoin the effective tox rote of 15% in order to
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encouroge foreign direct investment in the digitol economy. Addilionolly, the
proposed increose to 3% is too steep in comporison with the DST rote of 1 .5%.

Commltlee Observolion
The Commitlee observed thot digitol service providers typicolly enjoy higher profit
morgins since lhey hove lower operolionol expenses compored lo businesses wllh o
physicol presence. Consequently, lhe purpose of lhe lncreose is lo odjust the
deemed profll to reflecl whol ll would hove been if lhese componies dld nol benefil
from reduced production cosls.

Clouse l2
s+2. Amend Clouse l2 by clorifying thot withholding tox on quolifying interest ond

quolifying dividend is finol becouse if possed os is in the Bill, the lncome Tox Act will
lock o provision thot stotes the tox rote on fringe benefits to individuols.

Commltlee Observolion
Ihe Commltlee noled lhis is o cleon-up lo remove unnecessory deloils ond lo
provide thot the rotes of lox sholl be specified in the third ond ninlh schedules,
respeclively.

Clouse 'l 3
s+a. Amend Clouse l3 by excluding poyments to residents who supply goods to public

entities from deduction of withholding tox where such poyments do not exceed KSh.

280,000 in o yeor. This is becouse SMEs generote low morgins, ond subjecting them
to withholding tox on poyments to supplies of goods to public entities will significontly
offect the smoll business owners.

Commltlee Observollon
The Commltlee noled lhe concerns; however, lhe provision ls inlended lo improve
compllonce, ond lhe role is qulle low.

Clouse l4(d)
s*s. Delete Clouse l4(d) entirely becouse introducing o tox on lnfrostructure Bonds will

moke the notes, securities ond bonds which ore listed in the future unottroctive to
investors. This will odditionolly impoct negotively on the efforts towords climote
chonge finoncing ond environmentol sustoinobility gools.
Commlttee Observqllon
The Commltlee ogreed wlth the slokeholder.

Clouse rS (b) 0D
sso. Delete Clouse 15 (b) (ii) so thot residents con be incentivized to toke up

lnfrostructure Bonds ond other securities with the emergence of climote finoncing
ond environmentol, sociol ond governonce stondords.
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Commlllee Observollon
The Commltlee ogreed wlth the slokeholder.

Clouse 20 (o) (lx)
ssr. Amend Clouse 20 (o) (ix) by introducing o tronsitionol period thot reods os follows:

"...such copitol goods the exemption of which the Cobinet Secretory moy
determine lo promote investment in the monufocturing sector: Provid ed thot the
volue of such invesfmenl is nol less thon two billion shi/lings, ond the exemplion wos
gronted before 0l Jonuory 2024 ond sholl coniinue to opply for twelve months ofter
lhis dole." This is becouse repeoling the exemption on short notice without giving
investors time to undertoke budgeting ond seek finoncing will disorient their
investment plons ond deloy project implementotion, consequently offecting the
monufocturing sector.

Commitlee Observolion

The Commltlee ogreed wlth the slokeholder thot the proposol be dropped os lhe
exemplion in lhe Clquse hos been in ploce slnce 2022 ond it wqs nol inlended lo be
perpeluol. Furlher, there is lhe cunenl Government policy on reducing exemplions.

Clouse 25
352. Delete Clouse 25 becouse the Notionol Tox Policy seeks to oddress tox chollenges

experienced by toxpoyers over time while olso promoting predictobility ond
tronsporency.

Commltlee Observolion
The Commitlee noled the stokeholder's concerns however, thls wlll help curb lhe
increose in consumer prlces ond supporl lhe Botlom-Up Economlc Tronsformollon
Agendo (BETA) plllor on promollon ol the dlgltol superhighwoy ogendo.

New Proposed Amendmenls
lncome fox Acl

Secllon 4A (l ) (iD
sss.Amend Section 4A (i) (ii) to peg the limitotion of deferrol of reolized foreign

exchonge losses on occount of Eornings Before lnterest, Toxes, Depreciotion ond
Amortizotion (EBlfDA) to the omount reloting to the foreign borrowing or loons. This is

becouse the prevoiling provision provides for defenol of reolized exchonge losses on
oll losses whether reloting io the foreign loon or not.

Commltlee Observollon
The Commltlee noted lhe proposol ond recommends conslderotion of lhls moller ln
fulure leglslollons.

Secllon 12C
sr+. Amend Section l2C to hormonize the turnover tox regime to incorporote persons

whose gross income is in excess of KSh.280,000 but does not exceed Ksh.25,000,000
in ony yeor of income. This chonge will olign the minimum toxoble threshoid for
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turnover tox regime with the minimol toxoble threshold for Residentiol Rentol lncome
(RRIT) ond serve to enhonce equity ond foirness in tox odministrotion.

Commitlee Observolion
The Committee noled lhere is o difference between turnover loxes, which ls opplied to
business income, versus RRIT; lherefore, the lhresholds do nol necessorily meon lo be
lhe some. Equolly, the roles of lhe loxes ore diflerenl; lurnover ls 3% ond RRIT ls 7.5.%

Seclion 16 (1) (c)
sss. Amend Section l6 (l ) (c) by ot leost two yeors to ollow oll expenditures whose

invoices ore not eTlMs compliont to be deducted in oscertoining the toxoble goins
ond profits for the finonciol yeor 2024.Ihis is becouse severol people hove yet to fully
ironsition io e-TIMS complionce, which will lock businesses out of cloiming legitimote
business expenditures for income tox purposes.

Commitlee Observolion
The Commitlee noled thotthis will defeotthe purpose of eTIMS ond leod lo revenue loss.

Firsl Schedule - Porogroph 72
sso. Amend First Schedule Porogroph 72 of the ITA to provide clority to the existing

income tox exemption becouse the cunent provision implies thot the exemption is

gronted to ony goin derived from the tronsfer within the Speciol Economic Zones
regordless of whether the tronsferer is not o licensed enterprise, operotor or
developer in within the SEZ.

Commitlee Observolion
The Commitlee ogreed with the slokeholder

Volue Added Iox
Section I 7 (2)
ssz. Amend Section 17 (21 to provide thot toxpoyers con cloim input tox if they hove the

requisite documentotion or where the supplier hos declored the sole in their VAT
return. This is becouse the current provision imposes on toxpoyers the responsibility to
enforce complionce ond ensure thot suppliers declore soles to KRA.

Commitlee Observolion
The Commitlee did nol ogree with the proposol since il moy leod lo coses of folse clolms

Seclion l7 (5) (o)
ssa. Amend Section l7 (5) (o) by introducing o proviso " ...Provided thot oll input lox

directly otlribuloble to moking zero+oted supplies sholl be ref undoble in f ull ond sholl
be excluded from lhe formulo under Regu/otion 8 of the VAT Regulolions." This

omendmeni will eliminote the unfoirness under Regulotion B of the VAT Regulotions
ond ensure thot VAT Regulotion oligns with the direct ottribution principle espoused
under the principol legislotion Section 17 (61 of the VAT Act.

Commltlee Observolion
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The Commitlee observed thot lhe proposol is relerenclng o regulollon whlch ls
improper

Excise Duty
Firsl Schedule - Port lll
srs. Amend First Schedule Port lll to introduce the definition of licensed smoll

independent brewers to provide clority on the scope of monufocturers whose
products will ottroct the lower excise duty rote of KES l0 per centiliter of olcohol,
which will help mitigote ogoinst tox disputes for both toxpoyers ond the KRA orising
from different definitions of the term.

Commitlee Observolion
The Commitlee ogreed with the slokeholder

First Schedule - Port I

soo. Delete First Schedule Port I on the excise duty on gloss bottles becouse its removol
will oid in oboting pollution ond olso encouroge more componies to become eco-
friendly.

Commitlee Observolion
The Commitlee ogreed wilh the slokeholder noling ln oddition to oiding ond obetling
pollulion, lhe provision is meonl lo prolect locol monufoclurers of gloss botlles.

First Schedule - Port I

sor. Amend First Schedule Port I to exclude eggs of toriff heoding 04.07, onions of toriff
heoding 07.03 ond pototo crips ond pototo chips of toriff heoding 07.0,l originoting
from the Eost Africon Community Rules of Origin becouse Article l5 of the EAC
Customs Union Protocol prohibits the imposition of ony internol toxotion on products
of other Portner stotes in excess of thot imposed, directly or indirectly, on similor
domestic products.

Committee Observolion
The Commitlee ogreed with the slokeholder's proposol.

Miscelloneous Fees ond levies
Section 9B(b)
soe. Amend Section 98(b) by deleting the phrose "Section 47" becouse the imposition

of penolties ond lote poyment interest on unpoid tox is provided for in Section 83A
ond 38 of the Tox Procedures Act, 2015, respectively, while Section 47 provides for
offset or refund of overpoid tox which oppeors erroneous.

Commltlee Observollon
The Commitlee noled lhe slokeholder's comments, however, ll recommends lhe
relenlion of lhe Secllon os ll ls.
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3.2.?7 TCHTBAN

New proposol VAI Act

Port l, First schedule - Exemplion from VAI for some of lhe loxoble goods used os royy
moleriols for monufoclure ol lexlile moleriols

sos. Amend by introducing o new porogroph reoding os follows;

'148. Toxoble goods of choplet 5407 ond chopter 6309 imporled os tow malerials lor
monuloctwe of lexlile products in Kenyo upon tecommendotion of lhe Cobinel
Secrelory responsible lor inveslmenl, Trode ond lndvstry' .

Juslilicollon

This is oimed of supporting the monufocturing sector, which is one of the key priorities
of the Bottom-Up Economic Tronsformotion Agendo. lf considered, the proposol is

expected to foster economic development ond provide solutions to vorious socio-
economic problems focing Kenyo.

Commitlee Observotlon
Ihe Commitlee ogreed with lhe slokeholder

MISCEI.TANEOUS FEES AND TEVIES ACT

Seclion 7- Exemplion from IDF for goods used os row moleriols for lhe monufoclure of
lexllle moteriols

se+. Amend Port A of the second schedule to include the following porogroph
immediotely ofter xxx;

Xxxxi) foxoble goods of Chopler 54 and Chopter 63 ore impoiled os row moleriols
lor the monufocluring ol products in Kenyo.

Jusllficolion

This is becouse the moin driver of high production costs is the high prices of row
moteriols occosioned by vorious toxes ond levies on the row moteriols.

Commltlee Observolion
The Commitlee noled lhe proposol ond recommends conslderollon of lhis motler in
lulure leglslollons.

Secllon 8 - Exempllon fiom RDI for goods used os row molerlols lor monufoclure ol lextlle
molerlols

sos. Amend Port B of the second schedule to include the following porogroph
immediotely ofter xvi;

xvii) Toxoble goods of Chopter 5407 ond Chopler 6309 impofied os rqw molerlols for
monulocturing lextile producfs ln Kenyd.

Jusllflcotlon
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This is oimed ot supporting the monufocturing sector, which is one of the key priorities
of the Bottom-Up Economic Tronsformotion Agendo. lf considered, the proposol is

expected to foster economic development ond provide solutions to vorious socio-
economic problems focing Kenyo.
Committee Observolion
The Commitlee ogreed wilh the slokeholder

3.2.98 KIIRU MAHIAINI
Clouse 20 (b) (iii)

seo. Delete the proposol lo subject VAT on Air Ticketing. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges, increosing operoting costs. Notobly. the VAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
internotionol ogents, ond online trovel ogenls (OTAs). creoting on uneven ploying
field ond driving businesses owqy from locol providers. This policy chonge is
porticulorly detrimentol os trovel ogents operote on thin morgins, ond the increosed
VAT will further erode their profitobiliiy.

Commitlee Observolion
The Commitlee ogleed wilh the slokeholder lo incentivize the lourism sector hence
lhe exemplions should remoin

3.2.99 HHK CONSUI.TING
Clouse l3

soz. The omendment includes withholding tox on scrop metol ot o rote ol 3% of the gross
omount of the tronsoction. This will brooden the tox bose, bringing this segment
primorily dominoted by smoll-scole ployers into the tox net, ond further enhonce
doto collection on scrop metol deolers for outhenticoting volid licensing os required
under the Scrop Metol Act.

Commitlee Observolion
The Commillee noted lhe proposol ond recommends considerolion of lhis motler in
fulure leglslolions.

3.2.IOO PETER KARUGO
Clouse 20 (b) (lll)

368. Delete the proposol to subject VAT on Air Ticketing. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges, increosing operoting costs. Notobly, the VAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
internotionol ogents, ond online trovel ogents (OTAs), creoting on uneven ploying
field ond driving businesses owoy from locol providers. This policy chonge is
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porticulorly detrimentol os trovel ogents operote on thin morgins, ond the increosed
VAT will further erode their profitobility.

Commitlee Observolion
The Commitlee ogreed with the slokeholder lo incenlivize lhe lourism seclor; hence
lhe exemplions should remoin

3.2.r0r MTLESTONE GAMES UMTTED (MGr LOBBY)
Clouse 20 (b) (i)

sas. Delete the proposol by the government to exempt betting, goming. ond lottery
services from VAT despite the foct thot it is oimed ot exponding the revenue bose
ond is designed to occelerote the implementotion of the Bottom-Up Tronsformotion
Agendo (BETA). The policies ond increosed revenue ore onticipoted to ougment the
BETA. Like ony other sector struggling to recover from the current economic crises,
the betiing industry is ill-prepored to obsorb odditionol tox increoses, moinly becouse
the betting industry is cunently the most toxed in Kenyo. lncreosed toxes will reduce
revenue for the exchequer, os demonstroted by the controction of revenues by
21.9%.

Commitlee Observolion
The Commitlee ogreed with the slokeholder's proposol.

Clouse 25 (b) 0i)

37o. Delete the proposol to introduce | 6% v AI on the betting services os well os
increosing the excise duty rote on betting stokes from 12.5%to l5%. The stokeholder
strongly believes thot effective regulotion connot be ochieved through fiscol policy
os proposed by Government. Further such regulor chonges ore incongruent with
Kenyo's Notionol Tox Policy promulgoted in April 2023. Comporotive best proctice
from Tonzonio, Ugondo, Rwondo ond South Africo demonstrotes thot removol of oll
tronsoctionol toxes ond focusing on gross goming revenue tox leods to enhonced
tox collections for the Exchequer.

Commitlee Observolion
The Commltlee noled lhol imposing o higher excise duty role on betting is llkely lo
yield more revenue. Addltionolly, il wlll discouroge betting which ls commendoble.

3.2.102 SKM AtRtCA LtP
Clouse 2

szr. Amend the definition of royolty to remove the distribution of softwore from the
ombit of royolty becouse the proposed omendment controvenes internotionol best
proctices, porticulorly Article l2 of the Orgonizotion for Economic Cooperotion ond
Developmenl Model ("OECD") Tox Convention Model, thot require poyment to be
subjected to WHT if mode for considerotion for rights to the softwore's underlying
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lntellectuol Property ("1P") rights. The omendment is ogoinst the High Court's
jurisprudence in the cose of Seven Seos Technologies Limited v Commissioner of
Domeslic Toxes, Income Tox Appeol no. 8 of 2Ol7,where the High Court distinguished
between the rights to use copyright in softwore ogoinst the right to use o copyrighted
softwore.

Commitlee Observolion
Ihe Committee wos of o differenl view lhol the provision does nol deol wilh sofhrrore
diskibution.

Clouse 5

sze. Amend the SEPT rote to o lower rote becouse the increment will discouroge growth
ond foreign investment in Kenyo's digitol spoce, impocting profitobility levels ond
pricing thot could result in higher costs for consumers using these digitol services.

Commillee Observolion
The Commltlee observed thol digilol service providers typicolly enjoy higher proflt
morglns since lhey hove lower operolionol expenses compored lo businesses wllh o
physlcol presence. Consequenlly. lhe purpose of lhe increose is to odjusl lhe
deemed profil lo reflecl whol il would hove been if lhese componles did not benefll
from reduced produclion cosls.

Clouse l3

szs. Delete WHT on residents since eTIMS invoice will be generoted ond lower WHT to
non-residents. The proposed omendment will negoiively impoct suppliers' cosh flow
ond profit morgins on controcts with public entities especiolly SMEs ond suppliers with
bonk loons. The proposol will likely increose the government's expenditure os non-
resident suppliers will gross up their invoices to consider the WHT deducted.
Commitlee Observolion
The Commltlee noled lhe concerns however the provision is lntended lo improve
complionce ond lhe role ls quile low.

Clouse l4 (b&c)

sz+. Delete the clouse imposing income tox on registered fomily trusts, for it could
discouroge Kenyons from estoblishing fomily trusts for succession plonning. The
proposol will olso incentivize Kenyons to register fomily trusts in low-tox jurisdictions
outside Kenyo undermining locol economic benefits ond trust-bosed finonciol
orro ngements.

Commitlee Observollon
The Commltlee noled thol the prlnclpol lncome of o fomily lrusls comprlses of ossels
lhol lnclude cosh honsfened lnlo lhe lrusl by the setllor. os such should nol be
consldered os on lncome of the lrusl ond lherefore nol sublecl lo lox.

Clouse l5 (b) (l,n)
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e?5. Delete the clouse imposing WHT on infrostructure bonds. The introduction of WHT on
interest from long-term securities intended for infrostructure ond sociol services could
discouroge investment in such instruments by reducing the net returns to investors.
The proposol will further leod to low demond for government securities, potentiolly
increosing the government's borrowing cosi. Additionolly, the proposol will
undermine the ottroctiveness of such bonds os low-iox investment options hindering
efforts to mobilize resources for criticol public services ond infrostructure
development.

Commitlee Observolion
The Commitlee ogreed with the slokeholder's proposol.

New Proposol

szo. Amend repeol of WHT on winnings ond reploce lhe 20% WHT on winnings with o 5%
WHT on withdrowols (i.e., the gross poyout mode which is the sioke plus the winnings)
remitted to punters / ployers on o doily bosis.

szz. Further. ot Section 2(l ) of ITA by deleting the definition of "winnings"
ond substituting theref or

"withdrowols" meons the omounl of money withdrown by o customer from
their betting or goming wollet mointoined by o person /icensed under the
Betting, Lolteries ond Goming Act".

Committee Observolion
The Commitlee did nol ogree wilh lhe proposol os it will leod lo revenue loss ond

negole lhe currenl eflorl in combollng gombling.

sze. Delete the word "winnings" in Section I 0 (l ) (g) of the ITA ond substituting theref or -
"withdrowols".

A - Roles of Tox
l. At Section 3a (l) (m) by deleting the word "winnings" ond substituting
theref or - "withdrowols" .

ll. At Section 34 (2) (i) by deleting the word "winnings" ond substituting
therefor - "withdrowols" .

B - Deductlon of Tox

l. At Section 35 (l) (i) by deleting the word "winnings" ondsubstituting
therefor "withdrowols".
ll. At Section 35 (3) (h) by deleting the word "winnings" ond substituting
therefore - "withdrowols" .

ln the Thlrd Schedule - Roles of Personol Rellef ond Tox
HeodB-RolesolTox
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i. ln porogroph 3 (i), deleting the words ''in respect of winnings, twenty
percent" ond substituting therefore the words "in respect of withdrowols,
five percent."

ii. At porogroph 5 (i), by deleting the words "in respecl of winnings,
twenty percent" ond substituting therefor the words "in respecl of withdrowols,
f ive percent"

Commitlee Observolion

The Commitlee dld nol ogree wilh lhe proposol os il wlll leod lo revenue loss ond
negole lhe cunenl elforl in comboling gombling.

Clouse 20 (o) (x)

szs. Delete the clouse to retoin zero roted VAT on the proposed supplies. The proposol
will significontly increose cosis of the ogriculturol products due to non-deductibility
of input VAT. By shifting some items to VAT exemption. businesses lose the obility to
cloim input VAT deductions, further escoloting production expenses. These chonges
risk undermining food security, increosing the cost of living, ond creoting tox policy
uncertointy due to frequent odjustments, which complicotes plonning for
stokeholders in the ogriculturol ond monufocturing sectors.

Commltlee Observotlon
The Commitlee wos of o differenl vlew in lhot the inlenlion of lhe provlsion wos lo
roise revenue for lhe governmenl. Furlher, lhe Commltlee noled thot the lox is being
imposed on lhe owner of the digitol plollorm ond not on locol users.

Clouse 20 (b)
sso. Delete the clouse to retoin VAT exemption on the betting, goming, ond lottery

services. This VAT volue will erode the ociuol stoke o customer ploces per bet,
odversely impocting the withholding tox on winnings collected. Aport from this lineor
decreose in withholding tox, it should olso be expected thot customers will shy owoy
from betting, leoding to o drop-in collection on betting tox (15% of GGR) ond
corporote tox (30% on net toxoble income).

e8r. Additionolly, if betting ond goming services ore mode subject to VAT ot 16%, oll
input VAT from morketing, odvertising, technology, odds providers, cloud ond
cybersecurity ond consultoncy services (both locol ond foreign) will become
cloimoble from o VAT perspective, leoding betting componies to be in o perpetuol
VAT credit position. This perpetuol VAT credit position is unfovoroble from o revenue
mobilizotion perspective for the KRA.

Commltlee Observollon
The Commltlee ogreed wlth the slokeholder's proposol.
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Clouse 25 (o) (K)

sae. The siokeholder supported the proposol by proposing to omend the proviso
to clouse 25 (o)(i)(K) ond reploce it with the following new proviso to eliminote
ombiguity-

"Provided thot Beer, cider, Perry, meod, opoque beer, wine, fortified wines
ond mixtures of f ermenled beveroges with non-olcoholic beveroges
ond spirituous beveroges monufoctured by /icensed brewers for the
first 500,000 /ifers per monlh shol/ be sublecl to the rote of KES l0 per
centiliter of pure olcohol."

ses. The proposol by the Bill to reduce excise duty on beer with low olcohol content will
encouroge consumption of beer which is considered sofe for humon consumption
since beer is fermented nolurolly ond encouroge consumption of beer which is

considered sofe for humon consumption since beer is fermented nolurolly.
The proposol to opply o uniform excise duty rote on beers monufoctured by
independent brewers ond spirits ensure foirness on toxotion of beer ond spirits with
the some olcohol content ond encouroge consumption of beer. Additionolly, the
proposol will promote creotion of employment, reduce consumption of illicit olcohol
ond olso promote revenue growth.

Commitlee Observolion
The Commitlee ogreed with the slokeholder's proposol.

Clouse 25 (b)

sa+. Amend the clouse on the cunent excise duty of the rote ol 12.5% on stokes ond
reploce with 5% excise duty on deposlls (i.e., oll sums deposited by o customer in
their online wollet inclusive of the stoke) mode by punters/ ployers on o doily bosis.

i. At porogroph 4A, by deleting the words "twelve- point five percent"
ond substituting therefor the words "five percenf " ond by deleting
the words "wogered or stoked" ond substituting therefor the
words "deposifed inlo fhe customers betting wollet";

ii. At porogroph 48, by deleting the words "twelve- point five percent"
ond substiiuting therefor the words "five percent" ond by deleting
the words "wogered or stoked" ond substituting therefor the
words "deposifed inlo the customers goming wollet":

iii. At porogroph 4C, by deleting the words "twelve-point five percent"
ond substituting therefor the words "five percent";

iv. ln porogroph 4D, the words "twelve-point five percent" ore deleted
ond substituted for the words "five percent."

Commltlee Observollon
The Commltlee noled lhe slokeholder's suggesllon. However, lhey observed thol
lmposlng o hlgher exclse duty role on betllng. gomlng, prize compelillon & lotlery ls
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llkely to yleld more revenue. Addltlonolly, il wlll dlscouroge betllng whlch ls
commendoble.

Furlher proposol
ses. Deleting the definition "omount wogered or stoked" ond insert the following new

definition in proper olphobeticol sequence:

"omount deposited into the cusfomers betting wollet" meons
the omount of money tronsfened by o cuslomer 'into the
customer wollet mointoined by o licensed belting ond
goming operotor for betting ond goming purposes"

Commitlee Observolion
The Commitlee did not ogree wilh lhe slokeholder ond recommends lhe currenl
dellnition be moinloined os il is occurole.

Clouse 25(b) (vi)
ese. Delete the clouse in its entirety for it will result to increosed toxes thot

will undoubtedly result in less resources ovoiloble for betting operotors to support
CSR ond sports initiotives to support communities, specificolly centered oround
women ond youth. Additionolly, there is o risk of shrinkoge of the betting ond
goming sector which moy go os for os loss of jobs in o bid to reduce employee costs
os well os betting ond goming ployers in the morket winding up from the
Kenyon morket. The intended effect of the increose in revenue collection is unlikely
to be met on occount of this proposol.

Commltlee Observolion
The Commltlee noled lhe slokeholder's suggeslion. However, ll observed thol this wlll
likely yield more revenue. Addltionolly, it will discouroge gombling whlch is
commendoble.

Clouse 26
gaz. Delete this proposol for it will roise the cost of imported goods, os the levy chorged

on imporled goods. The increosed levy moy leod to higher prices for goods lhot
depend on roil infrostructure for tronsportotion, os businesses moy poss on the
odditionol cost to consumers. While the higher levy is expected to generoie more
funds for roilwoy infrostructure development, the increosed cost burden could leod
to inflotionory pressure, impocting the generol cosi of goods. Additionolly,
businesses thot rely on offordoble tronsporlotion costs provided by
roilwoy tronsportotion will be significontly disodvontoged.

Commltlee Observollon

The Commltlee noled thol the proposed omendmenl ln respecl of the RDI hos been
lncreosed morglnolly. Ihe oddilionol money collecled on occounl of lhe proposed
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lncreose sholl be commllled lo lhe developmenl of elecklc light roll syslem wllhln
the big mehopolls ln Kenyo. The Commltlee however, proposed o new role of 2%.

3.2.103 AUCE ABOKA
Clouse 20 (b) (iiD

saa. Delete Clouse 20 (b) (iii) of the Tox Lows (Amendment) Bill, 2024 ond retoin the
cunent provision of the VAT Act 2013, with oir ticketing services remoining os VAT
exempt. The cost of domestic ond internotionol trovel within ond outside Kenyo will
increose. The increose will olso offect the operoting costs ond morgins in the oir trovel
sector.

Commitlee's Observolion
The Commitlee ogreed wilh the slokeholder to incenlivize lhe tourlsm seclor hence
lhe exemplions should remoin

3.2.104
Clouse 5

ANDERSEN

sas. Delete the Clouse becouse the tox burden for non-residents under the SEPT will be
significontly higher os opposed to the current Digitol Service Tox thot opplies ot the
rote of I .5 per cent of the gross revenue. This proposol oims to tox businesses thot ore
corried out vio o digitol morket ploce of the rote of 3 % which will discouroge non-
resident investors in the digitol morket.

Commitlee's Observotion
The Commltlee observed thot dlgitol service providers typlcolly enjoy higher proflt
morgins slnce lhey hove lower operolionol expenses compored to businesses wllh o
physlcol presence. Consequenlly, lhe purpose of lhe increose is to odjust the
deemed profit to reflecl whol il would hove been if lhese componies did nol beneflt
from reduced produclion costs.

Clouse 6

sso. Delete the Clouse or omend to give detoiled guidelines ond regulotions where
implementotion should woit until the regulotions ore odopted becouse the
introduction of the minimum top-up tox is likely to work ogoinst incentives provided
to SEZs ond EPZ, which might discouroge investments.

Commltlee's Observollon
The Commltlee wos of o dlfferenl vlew lhot o mlnlmum lop-up lox ls o globol meosure
lmplemenled ln over 60 counlrles where mojor mulllnollonol componles operole. As
such, excludlng ll ln Kenyo could undermine lhe tox's oppllcollon mechonlsm,
polentlolly resulllng ln o conslltuenl compony bosed ln Kenyo underpoylng lls folr
shore of revenue.

Clouse 7
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sel. Adopt the proposol. However, the limit for mortgoge interest should be increosed
to opproximotely Ksh480,000 os this will leod to more employees toking up
mortgoges, which oligns with the Government's bottom-up economic
tronsformotion ogendo.

Commitlee's Observotion
Ihe Commitlee noled lhe proposol. However, lhere is o need lo bolonce belween
revenue ond disposol income.

Clouse l4(c)
sse. Delete the provision os this will reduce fomily trust populority for succession plonning

with o potentiol shift towords olternotive estote plonning methods.

Committee's Observolion
The Commitlee noled thot the proposol conlrovenes Seclion 3E(3) of lhe Truslees
(Perpeluol Succession) Act, Cop 184 which provides lhot o huslee sholl nol ocquire
o betler tille lo the lrust property lhon the honsferor hod immediolely before lhe
honsfer of lhe disposilion.

Clouse l8
sss. Delete the proposol to delete Section l7 (8) of the VAT Act, os this chonge could

discouroge people from engoging in business with officiol oid-funded projects
opproved by the CS in occordonce with the First Schedule. Further, this moy moke
the officiol oided projects more expensive due to input VAT's non-deductibility.

Commitlee's Observolion
The Commltlee noted thot thls is o revenue roislng meosure.

Clouse 20(o)(vii)

ss+. Delete the proposol becouse removing these items from the exempt cotegory will
increose the cost of ocquiring ond mointoining these vehicles, forcing tour operotors
to poss on the odditionol expenses to tourists.

Commitlee's Observolion

The Commitlee ogreed wlth the slqkeholder lo incenlivize lhe lourism seclor hence
lhe exemplions should remoln

Clouse 20(b)(lv)

sgr. Delete the proposol becouse fees to these porks ore o criticol source of revenue,
but if VAT is opplied to them, the cost of visiting these porks will increose, potentiolly
moking them less offordoble for boih internotionol ond locol tourists. This could leod
to o decline in visitor numbers, reducing tourism revenue.

Commltlee's Observollon
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The Commltlee ogreed wlth the slokeholder to lncenllvlze lhe tourlsm seclor hence
lhe exempllons should remoln

Clouse 25

sso. Delete ihe proposol os ihis will increose the costs of operotions to both individuols
ond componies who use such services in lhe generotion of income.

Commltlee's Observolion
The Committee noled lhol imposing o higher excise duty role on lhese services is
likely to yield more revenue. Addltionolly, il will discouroge betling which is

commendoble.

Clouse 26

ssz. Delete the Clouse given thot Kenyo is o net importer, the increose of the IDF rote
will generolly increose the cost of importotion of goods ond subsequently the overoll
production cost of monufocturing.

Commlllee's Observolion
The Commitlee noled thot the proposed omendmenl in respecl of the RDI hos been
increosed morginolly. Ihe oddilionol money collected on occounl ol lhe proposed
increose sholl be commilled lo lhe developmenl of elechic light roll syslem wllhin
lhe blg melropolis in Kenyo. The Commitlee however, proposed o new rqle of 2%.

3.2.105 MAUREEN SOKOTO
Clouse 20 (b) (nl)

sss. Delete the proposol to subjeci VAI on Air Ticketing. Ihe proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo.
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges, increosing operoting costs. Notobly, the VAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
internoiionol ogents, ond online trovel ogents (OTAs), creoting on uneven ploying
field ond driving businesses owoy from locol providers. This policy chonge is

porticulorly detrimentol os trovel ogents operote on thin morgins, ond the increosed
VAT will further erode their profitobility.

Commitlee Observolion
The Commitlee noted thot the proposed omendmenl in respecl of the RDI hos been
lncreosed morglnolly. Ihe oddlllonol money collecled on occounl of lhe proposed
lncreose sholl be commltled lo lhe developmenl of eleclrlc llght roll syslem wllhln
the blg mehopolls ln Kenyo. The Commltlee lherefore, dld not occepl lhe proposol
by the stokeholder lo delele.

3.2.I06 JOSEPHINE WAINAINA
Clouse 20 (b) (lll)
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3ee. Delete the proposol to subject VAT on Air Ticketing. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significonily impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges, increosing operoting costs. Notobly, the vAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
internotionol ogents, ond online trovel ogents (OTAs), creoting on uneven ploying
field ond driving businesses owoy from locol providers. This policy chonge is
porticulorly detrimentol os trovel ogents operote on thin morgins, ond the increosed
VAT will further erode their profitobility.

Commitlee Observotion
The Commltlee ogreed with the slokeholder lo incenlivize lhe lourism seclor hence
lhe exemplions should remoin

3.2,107 ELIZABETH KUTOBA
Clouse 20 (b) (iiD

+oo. Delete the proposol to subject VAT to oir ticketing. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges. increosing operoting costs. Notobly. the VAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
internotionol ogents, ond online trovel ogents (oTAs). This creotes on uneven ploying
field ond drives businesses owoy from locol providers. This policy chonge is
porticulorly detrimentol os trovel ogents operote on thin morgins, ond the increosed
VAT will further erode their profitobility.

Commitlee Observolion

Ihe Commitlee ogreed with the slokeholder lo lncenlivize lhe lourlsm seclor hence
lhe exemplions should remoln.

3.2.r08 BOLT
Clouse 5
+ot. Deletion of the proposol thot seeks to chorge o tox of l0% of gross turnover to non-

resident persons whose income is derived from or occrues in Kenyo through o digitol
morketploce.

Commltlee observolion

The Commltlee observed thot digltol service provlders typlcolly enloy hlgher proflt
morglns slnce lhey hove lower operollonol expenses compored to buslnesses wllh o
physlcol presence. Consequenlly, lhe purpose of lhe lncreose is lo odJust the
deemed proflt lo reflecl whol il would hove been lf lhese componles dld not benefll
from reduced producllon cosls.

Clouse l3
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.+oe. Deletion of the proposol seeking to odd odditionol revenue sources from which tox
con be chorged.

Commitlee observollon
The Commitlee noled lhe concerns however lhe provision is inlended lo improve
complionce ond lhe role ir quite low.

3.2.I09 PAN AFRICAN TRANSTORMERS
Clouse 25 (o)
+os. Delete the proposol thot seeks io on odditionol tox of 25% on imported electric

tronsformers ond ports.

Commitlee observolion
The Commitlee ogreed with lhe slokeholder's proposol

3.2.1r0 |ATA
Clouse 20 (o) (i)
+o+. Delete the proposol thot seeks to remove oll oircroft ond oircroft ports VAT exempt.

It is the opinion of IATA thot imposition of VAT on such supplies will represent on
odditionol ond irrecoveroble cost to domestic oirlines in Kenyo os no input tox credit
is ovoiloble on domestic tronsport services.

Commitlee observolion
The Commitlee ogreed with the proposol lo delele lhe clouse nollng lhol mosl olrline
operolors offer molntenonce ond repoir operolions lo severol lnlernolionol ond
domeslic oirlines in Kenyo. ln oddlllon, lhe Committee observed lhol o lox on olrcrofl
spore porls would leod to high cosl of operolion of oirlines in Kenyo lhus moking lhe
country uncompelilive os o regionol hub. ln lhls regord lhe Commltlee proposes lo
revlew lhe proposol in the Blll.

Clouse 20 (o) (lii)
+os. Delete the proposol to chorge VAT on direction finding composses, instruments ond

opplionces for oircrofts ore currently VAT exempt. According to IATA, this proposol
would deol o big blow to the oviotion industry - moking it unnecessorily expensive
for domestic ond internotionol trovel ond thus moking oirlines retoin underserviced
or subpor equipment.

Commltlee observolion
The Commltlee ogreed wlth the proposol lo delele lhe clouse nollng lhol mosl olrllne
operolors offer molnlenonce ond repolr operollons lo severol lnlernollonol ond
domesllc olrllnes ln Kenyo. !n oddlllon, lhe Commltlee observed lhol o lox on olrcrofl
spore porls would leod to hlgh cosl of operollon of olrllnes ln Kenyo lhus moklng lhe
counlry uncompelltlve os o reglonol hub. ln lhls regord lhe Commlttee proposes to
revlew lhe proposol in the Blll.

Clouse 20 (o) (iv)
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406. Delete the proposol thot seeks to chorge VAT on other oircroft spore ports imported
by oircroft operotors or persons engoged in oircroft mointenonce upon
recommendotion by the competenl outhority responsible for civil oviotion.

Commitlee observolion
The Commltlee ogreed with the proposol lo delele lhe clouse noling lhol mosl oirline
operolors offer moinlenonce ond repolr operollons lo severol lnternollonol ond
domeslic olrllnes in Kenyo. ln oddition, lhe Commltlee observed lhol o lox on oircrofl
spore porls would leod to high cosl of operollon of oirllnes in Kenyo lhus moklng lhe
counlry uncompelllive os o regionol hub. ln lhis regord lhe Commltlee proposes lo
review lhe proposol in the Bill.

Clouse 20 (b) (iD ond (iii)
4'o?. Delete the proposol to chorge 16%VAT on oir ticketing services, hiring, Ieosing, ond

chortering of oircroft, excluding helicopters of toriff numbers 8802..l1.00 ond
8802. r 2.00.

Commitlee obseryolion
Ihe Commitlee ogreed with the slokeholder lo incentlvize lhe lourism seclor hence
lhe exemplions should remoin

3.2.I I I KENYA NATIONAT CHAMBER OF COMMERCE AND INDUSTRY (KNCCI)
Clouse 5
+oe. Amend the proposol to chorge o tox of l0% of gross turnover to non-resident

persons whose income is derived from or occrues in Kenyo through o digitol
morketploce to 5% given thot mony of these plotforms ore still in the investment
phose of their growth.

Commltlee observollon
The Commltlee observed thot digltol service providers typlcolly enjoy hlgher profit
morgins slnce lhey hove lower operolionol expenses compored lo buslnesses wllh o
physlcol presence. Consequenlly, lhe purpose of lhe lncreose is lo odjust the
deemed profll lo reflecl whol il would hove been il lhese componles did nol benefit
from reduced producllon cosls.

Clouse I 5 (b)(i)(u) ond l5 (b)(ii)(a)(lll)(n)
+os. Delete the introduction of 5% ond 0.5% withholding tox for supply to public entities

by non+esidents ond residents respectively. According to KNCCI, suppliers,
porticulorly non-residents moy opt to incorporote the withholding tox into their cost
structure in order to occommodote the cost ond protect their morgins further roising
the cost of supplies to government.

Commltlee observollon
The Commltlee noled lhe inlenllon of lhls proposol ls lo lmprove lox compllonce.

Clouse 25 (o) (i) (A)
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4ro. Delete the proposol thot seeks to chorge VAT on imported sugor excluding sugor
imported by o registered monufocturer ond row sugor imported for processing by o
licensed sugor refinery ot KES. 7.5 per kg.

Commitlee observolion
The Commlttee observed thot it is vilol to prolecl lhe locol sugor induslry ond give
lhem compelilive odvonloge. However, lhe Commitlee noled lhe need lo exempl
imporled sugor for lndushiol use os lhey qre rqw moleriols.

Clouse 2s (o) (i) (K)
+rr. Amend ihe proposol thot seeks to chorge on excise rote on beer, cider, perry,

meod, opoque beer, ond mixtures of fermented beveroges with non-olcoholic
beveroges not exceeding 6% trom KES 22.50 per centiliters to KES 20 per centiliter of
pure olcohol.

Commitlee observolion
The Commitlee noled thot the oim of the proposol wos lo roise oddilionol tevenue
for the Governmenl ond chorge exclse duty on olcohol conlenl.

Clouse 25 (o) (i) (t)
+re. Amend the proposol thot seeks to chorge on excise rote on spirits of undenotured

ethyl olcohol; spirits liqueurs ond other spirituous beveroges of olcoholic strength
exceeding 6% o role of KES 10 per centiliter to KES 8.9 centilitre.

Commitlee observolion
The Commltlee noled lhol lhe oim of lhe proposol wos lo rolse odditionol revenue
lor lhe Governmenl ond chorge exclse duty on olcohol conlenl.

Clouse 25 (o) (E) ond (F)
+rs. Delete the proposol to increose excise duty on liquid nicotine for electronic

cigorettes from KES 70 to KES 100 per milliliter ond olso on products contoining
nicotine. nicotine substitutes intended for inholotion without combusiion or orol
opplicotion ond liquid nicotine for electronic cigorettes from KES 1595 to KES 2,000
per KG. Roising toxes on both combustive ond non-combustive nicotine products
creotes on opportunity for illicit ond counterfeit products which olreody occount for
obout 40% of the nicotine products in Kenyo.

Commitlee observolion
The Commltlee observed lhql lhe inlenl of the proposol ls lo dlscouroge consumpllon
of lhese producls due to lhek negollve exlernolllles such os effecl on heollh coused
by nlcollne producls. Addltlonolly, lhe proposed loxolion of lobqcco producls wlll
olso dlscouroge lheh consumpllon.

Clouse 25 (b) (i)
+r+. Delete the omendment to increose excise duty on telephone ond internet doto

services from l5% to 2O%.

Commltlee observollon
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The commltlee ogreed wlth the slokeholder's proposol lo delele lhe clouse ond
moinloln lhe currenl role ol 157o. rhls wlll help curb lhe increose ln consumer prlces
ond support lhe Botlom-Up Economic Tronsformolion Agendo (BETA) pillor on
promolion of lhe digilol superhlghwoy ogendo.

Clouse 26
+rs. Delete the omendment thot seeks to increose Roilwoy Development Levy (RDL)

from 15% lo 2.5% which might increose the cost of imported goods.

Commitlee observolion
The commitlee noled thot the proposed omendmenl ln respect of the RDL hos been
increosed morginolly. The oddilionol money collecled on occounl of lhe proposed
increose sholl be commitled lo lhe developmenl of elecklc light roil syslem wilhin
lhe blg mehopolis ln Kenyo. The Commltlee however, proposed o new role of 2%.

3.2.112 SC JOHNSON
New Clouse

+ro. SCJ proposes the following new clouses:

i. Amend Port I of the First Schedule of the VAT Act, 2013, to introduce o new
porogroph covering mosquito repellents ond the inputs, row moteriols. ond
mochinery ossocioted with the fight ogoinst molorio. This will help in the fight
ogoinst molorio ond thus ensure the offordobility of repellents for Kenyons in the
endemic regions.

ii. Amend Port ll of the first schedule to the vAT Act, 2013 to include toxoble
services supplied to monufocturers of repellonts used in the fight ogoinst molorio
exempt from VAT.

iii. Amend Port A ond B of the Miscelloneous Fees ond Levies Act to provide for
exemption of IDF ond RDL on inputs, row moteriols ond mochinery used in the
monufocture of mosquito repellents.
Commltlee observollon
The Commltlee ogreed wilh the slokeholder.

3.2.1l3 CAROUNE MUNtNt
Clouse 20 (b) (iiD
nrz. Delete the proposol thot seeks to chorge vAT on oir ticketing services supplied by

trovel ogents ond retoin oir ticketing services os VAT-exempt. The proposol to
introduce vAT on oir ticketing services will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo, offect the operoting costs ond morgins
in the oir trovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of controdiction in the Convention on lnternotionol
Civil Aviotion (Chicogo Convention), lnternotionol Civil Aviotion Orgonisotion (tCAO)
ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
vAT guidelines which Kenyo is o signotory os per Article 2 (5) of the constitution of
Kenyo,20l0.

Commltlee observollon
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The Commitlee ogreed wlth the slokeholder lo lncenllvlze lhe lourlsm seclor; hence
lhe exempllons should remoin.

3.2.114 KBL & UDV Kenyo

Clouse 23
+ra. KBL ogrees with the proposol, olthough there is o need to ensure thot regulotions

ore developed to ensure this incentive is not obused, occosioning high illicit olcohol
incidence ond loss of government revenue.

Clouse 24
+rs. KBL ogrees with the proposol to omend Section 36 of the Excise Duty Act on

poyment of excise duty from twenlyJour hours to the fifth doy of the following month.
This will restore the olcohol industry's competitiveness, improve liquidity, ond lower
the cost of copitol.

Clouse 25 (o) (i) (A)
+eo. Delete the proposol to chorge VAT on imported sugor, excluding sugor imported

by o registered monufocturer ond row sugor imported for processing by o licensed
sugor refinery ot KES. 7.5 per kg.

Commitlee observolion
The Commitlee observed thot it is vilol lo prolecl the locol sugor induslry ond give
lhem competilive odvonloge. However. the Commillee noled lhe need lo exempl
imporled sugor for indushiol use os lhey ore row moleriols.

Clouse 25 (o) (i) (K)
+et. Amend the proposol thot seeks to chorge on excise rote on non-olcoholic

beveroges monufoctured by licensed smoll independent brewers from KES l0 per
centilitres to KES 8.9 per centilitre of pure olcohol. Additionolly. KBL proposes: on
omendment to the excise rotes for Ethonol (row moteriol) of the specific rote of KES

356.42/litre or lower; o definition of the term licensed smoll independent brewers; on
omendmeni of excise rote on Beer from KES 22.5o/centiliters to KES 20lcentilitre of
pure olcohol; ond enoctment of regulotions to preveni tox evosion ond ensure tox
complionce before the provision is implemented.

Commillee observollon
Ihe Commitlee noled thot lhe oim of lhe propoiol wos lo roise oddlliono! revenue
for lhe Governmenl ond chorge exclse duty on olcohol conlenl.

New Clouse
Eee. Amend section l4 of the Excise Duty Act 2015, in subsection (1) to expond the relief

gronted to importers of row moteriols in the inclusion of the following new words thus:

Relief for row moteriols
(l ) Where excise duty hos been poid in respect of excisoble goods imported into, or

monufoctured in Kenyo by o licensed monufocturer ond which hove been used
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os row moteriols, including but not limited to row gloss ond similor moteriols, in the
monufocture of other excisoble goods (hereinofter refened to os "finished
goods"), the excise duty poid on the row moteriols sholl be offset ogoinst the
excise duty poyoble on the finished goods.

Commitlee observollon
The Commltlee observed thot this is provided for in Secllon 14.

New Clouse
+es. Amend Excise Duty Act 2015 ond Regulotions 2020 to ollow spirits processing ond

tronsit losses.

+e*. Delete Section 36 [2) ond reploce it with: -

2) Where the Commissioner under porogroph (1) directs oscertoinment by the
volume sholl be colculoted-

o) by use of o moss flow meter of twenty degrees centigrode
b) With on occurocy ol +l-3% of the meosured volume in litres

Commitlee observolion
The Commltlee noled lhis progressive proposol ond recommends lhe proposol
be occommodoted in lhe fulure revlews of lhis seclion.

3.2.r r5 AMERTCAN CHAMBER OF COMMERCE (AMCHAM)
Clouse 2 (d)
4e5. Delete the proposol thot seeks to expond the definition of royolty os its opplicotion

conflicts with internotionol best proctices ond recent court rulings (Seven Seos
Iechnologies Limited v Commissioner of Domesiic loxes, lncome Tox Appeol No. 8
ot 20171.

Commitlee Observollons
The Commitlee wos of o differenl vlew lhol lhe provlslon does nol deol with the
dlshlbution of softwore.

Clouse 4
+eo. Delete the proposol on withholding tox on poyments mode by owners or operotors

of digitol morketploces ond plotforms to residents ond non-residenl persons.

Commitlee observollons
The Commitlee wos of o dilferenl view in thot the inlenllon of lhe provision wos lo
rolse revenue for lhe governmenl, Furlher, lhe Commltlee noled thot the lox ls belng
lmposed on lhe owner of the dlgltol plolform ond nol on locol users.

Clouse 5
+ez. Amend the clouse on the inkoduction of the significont economic presence tox

from lO%Io 5%.

Commlllee observollons
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The Commitlee observed lhol dlgitol service provlders typicolly enJoy hlgher profll
morglns slnce they hove lower operolionol expenses compored lo buslnesses wilh o
physicol presence. Consequenlly. lhe purpose of lhe increose is lo odjust lhe
deemed profll lo reflecl whol il would hove been if lhese componies did not benelll
from reduced productlon cosls

Clouse 6
+ee. The detenent of implementing the proposed minimum top-up tox is pending

guidonce from the OECD on key ospects of the rules ond regulotions. Further,
AMCHAM proposes omending the definition of o reol estote investment vehicle
(REIV) to be bosed on the meoning ossigned to it in the country of residence of the
ultimote porent entity

Commiltee observolions
The Commitlee wos of o different view thol o minimum lop-up lox is o globol meosure
implemenled in over 60 counhies where mojor mullinolionol componies operole. As
such, excluding it ln Kenyo could undermine lhe lox's opplicotlon mechonism,
potentiolly resulling in o consliluenl compony bosed in Kenyo underpoying lts foir
shore of revenue.

Clouse l8
+eg. Delete the proposol under the section giving credit for input tox ogoinst out tox os

the proposed omendment will creote uncerlointy ond complexity for businesses,
porticulorly those deoling with exempt ond zero-rotes supplies.

Commitlee observolion
The Commitlee noled thot thls ls o revenue roising meosure.

Clouse 20 (o) (x)
+so. Delete the reclossificotion on ogriculturol pest control products to votoble stotus

which will likely increose the cost of production for supplies hence possing the cost
to the formers ond this leod to on increose in the cost of food.

Commitlee observollon
The Commitlee noled lhe proposol however, lhey recommends exemplion of lhese
goods wlll porlly reduce lhe cosls of lhe lnpuls ond furlher reduce the burden of lox
refunds.

Clouse 20 (b) 0ll)
+sr. Delete the proposol thot seeks to chorge VAT on oir ticketing services supplied by

trovel ogents ond retoin oir ticketing services os VAT-exempt. The proposol to
introduce VAT on oir ticketing services will increose the cost of domestic ond
internotionol trovel within ond outside Kenyo, offect the operoting cosis ond morgins
in the oir trovel sector ond leod to loss of revenue streoms for government. Further,
this proposol roises on element of controdiction in the Convention on lnternotionol
Civil Aviotion (Chicogo Convention), lnternotionol Civil Aviotion Orgonisotion (ICAO)
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ond Orgonisotion for Economic Corporotion ond Development (OECD) internotionol
VAT guidelines which Kenyo is o signotory os per Article 2 (5) of the Constitution of
Kenyo,20l0.

Commitlee observqlions
Ihe Commitlee ogreed with the slokeholder lo incenllvize lhe lourism seclor hence
lhe exempllons should remoin

Clouse 22
+se. Delete the proposol seeking to chorge excise duty on digitol excisoble services

offered by non-resident from 15% to 2O%.

Commitlee observolions
The Commitlee wos of o differenl view ln thot the inlenllon of lhe provision wqs lo
roise revenue for lhe governmenl. Furlher, lhe Commitlee noted thot the lox is being
imposed on lhe owner of the digitol plolform qnd nol on locol users.

Clouse 25 (o) (l) (H)
+ss. Amend the proposol seeking to increose excise duty on imported sugor

confectionory by reducing the current rote by KES 5.

Commitlee observolions
The Commitlee noled lhot the slokeholders view. however, lhe proposol lo increose
lhe excise duty role is meonl lo prolecl the locol induslry ond give them compelilive
odvonloge.

Clouse 25 (b) (D
+sa. Delete the proposol to increose the excise duty rote from l5% to 20% regording

telephone ond internet doto services.

Commitlee observolions
The Commitlee ogreed wlth the slokeholder's proposol lo delele lhe clouse ond
moinloin lhe currenl rcle of 157". This will help curb lhe increose in consumer prices
ond supporl the Botlom-Up Economic Tronsformollon Agendo (BETA) plllor on
promolion ol lhe digitol superhlghwoy ogendo.

New proposols:
lncome Tox Acl Seclion l6(l ) (c)
4,e5. Deferment of the condition thot restricts businesses from cloiming business

expenditure not supported by invoices generoted from on electronic tox invoice
monogement system to l Jonuory 2026 by omending Section l6 (l ) (c) of the lTA.

Commltlee observollons
The Commltlee noled thot eTIMS ls cunenlly ln operollon ond oll buslnesses ore

obligoled lo operole wlthln the lox lnvolclng syslems.

Excise Duty Act,20l5
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4s6. Delete porogroph 6 of Port ll of the first schedule, which provides for excise duty on
fees chorged by digitol lenders ot o rote of twenty percent. This is becouse the
provision goes ogoinst the principle of foirness ond equity.

Commltlee observolion
The Commitlee did nol ogree wilh lhe slokeholder. However, lhis moy be considered
in fulure legislolions.

Volue Added Tox, Cop 476
+sz. Amend Port I Section A to the firsl schedule of ihe VAT Act by inserling the supply

of denotured ethonol of toriff number 2207.20.00 to be VAT exempt.

Commitlee Observollons
The Commitlee ogreed with lhe slokeholder's proposol.

lncome Tox Acl. Cop 470
+sa. Amend Port l. porogroph 72 of the first schedule to the ITA to clorify thot the

exemption covers goins on the tronsfer of property eorned by or occruing to o
licensed speciol economic zone enterprise. developer, or operotor.

Commitlee Observqlion
The Commltlee ogreed with the slokeholder's proporol.

The Excise Duty Acl, Cop 472
+ss. Amend section 2 of the Excise Duty Act to define o digitol lender os o person

holding o volid digitol credit provider license issued by the Centrol Bonk of Kenyo.

Commitlee Observolion
Ihe Commitlee noled lhot the proposol. However, lhe Commillee proposes lhe
definltlon of o dlgltol lender lo meon "o person who provides o credit foclllty or loon
servlces lhrough o dlgltol plollorm provided thot lhe whole loon process lncluding
oppllcolion, processlng, and disbursement of the loan will be conducted through the
digital platform"

3.2.1 l6 EAST AFRTCA VENTURE CAPTTAL ASSOCTATTON (EAVCA)
Clouse l4 (d)
++o. Deferment of the clouse which proposes to get rid of the exemption opplicoble to

interest income occruing from listed bonds, notes or similor securities used to roise
funds for infrostructure ond other sociol services thot hove o moturity of ot leost 3
yeors ond insteod chorge withholding tox ot o rote of 5%. EAVCA recommends thot
o study be done on the likely impoct of this clouse on imposing tox on bonds before
its odoption.

Commlllee Observollon
The Commltlee ogreed wlth the slokeholder lo delete lhe proposol.

New Proposol
Eighth Schedule, Porogroph 2
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4.1r. Amendment to the section providing o formulo for the computotion of tox from net
goins derived from the olienotion of shores or comporoble interests, including
interests in o portnership or trust. This sholl be computed os follows:

'Provided thot the net goin in respect of which tox is chorgeoble sholl be the
omount computed occording to the formulo - AXB/A

Where-A is the omount of the net goin B is the volue of the interest derived,
directly or indirectly, from immovoble property in Kenyo; ond C is the totol volue
of the interest.'

Commitlee Observolion
The Commitlee noled the proposol ond recommends conslderolion of lhis motler
in future leglslolions.

Eighth Schedule, Porogroph 2
++e. Amendment io the subporogrophs (b) ond (c) to delete the words 'twenty' ond

reploce them with 'fifty.' According to EAVCA,20%is too low even compored to
proctice in other countries. ond it oligns Kenyo's copitol goins tox regime with globol
best proctices os recommends under Articles l3 (4) of the OECD ond UN Model Tox
conventions, which provide for o threshold of 5O%.

Committee Observolion
The Committee noled lhe proposol ond recommends considerotion of thls mofter in
lulure legislolions.

3.2.117 KENYA ASSOCTATTON OF AtR OPERATORS (KAAO)
Clouse 20

++s. Delete Clouse becouse the introduction of l6% VAT on the importotion, hiring,
leosing, ond chortering of oircroft ond spocecroft ond direction{inding composses,
instruments, ond opplionces for oircroft will result in Kenyon operotors losing their
compeiitiveness due to increosed costs of purchose, leosing, or finoncing of this
equipment. This, in turn, will result in increosed operotionol costs, which will be
coscoded down to the consumers ond trovelling public. Additionolly, l6% VAT on Air
Ticketing Services supplied by trovel ogents will leod to on increose in tickets whose
costs will ultimotely be possed to the consumers, resulting in increosed costs of trovel
within ond out of Kenyo, moking Kenyo less ottroctive os o tourist destinotion os most
consumers ore price sensitive.
Commillee Observollons.

The Commltlee ogreed with the proposol lo delele lhe clouse noling lhol mosl oirllne
operolors offer molnlenonce ond repolr operollons lo severol inlernollonol ond
domesllc olrllnes ln Kenyo. ln oddlllon, lhe Commltlee observed lhot q lqx on oircrofl
spore porls would leod to hlgh cosl of operollon of olrlines ln Kenyo lhus moklng lhe
counlry uncompellllve os o reglonol hub. ln thls regord lhe Commltlee proposes lo
revlew the proposol ln the Blll.
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3.2.r r8 GSMA
Clouse 25 (b)

++*. GSMA proposed the deletion of o clouse stoting thot o reduction in Excise duty on
telephone, internet, ond doto services would be ideol in fost-trocking digitol
tronsformotion by occeleroting mobile broodbond to ochieve the government's
objectives of digitizing the economy through digitol highwoys. The current rote of
l5% should be mointoined to ollow for sector ond government stobilizotion.
Commitlee Observolions.

The Commitlee ogreed with the slokeholder's proposol lo delele lhe clouse ond
moinloln lhe currenl role ol l5%. This will help curb lhe lncreqse in consumer prices
ond supporl lhe Botlom-Up Economic Tronsformolion Agendo (BETA) pillor on
promolion of lhe digitol superhighwoy ogendo.

New Proposol

The second schedule of lhe lncome Tox Acl

.r,*5. Amend to introduce o tox deduction for telecommunicotion ond spectrum license
fee poyoble by Mobile Telecommunicotion Service Providers os follows.

(c) "Purchose or ocquisition of on lndefeosible right to use frber coble or spectrum
license by o lelecommunicotion operclor.

Commitlee Observolions.
The Commitlee noled lhe proposol ond recommends considerolion of lhis moller in
fulure legislollons.

3.2.1I9 MARTIN NJUGUNA MUGO
Clousel4 (d)

4,46. Mr. Mugo proposed deietion of the clouse in its entirety stoting thot woiver of tox
exemptions on infrostructure ond green bonds will increose expected bond yield.
which will increose the cost to the toxpoyer. This proposol does not benefit the
toxpoyer.

Commltlee observolion
The Commltlee ogreed with the slokeholder ond recommends delellon of lhe clouse.

Clouse 7 (o)

++2. Mointoin the clouse since it will improve disposoble income for soloried workers,
given the high premiums levied to soloried employees under SHIF ond Housing Levy.

Clouse 4

4,4,8. Mr. Mugo proposed deletion of the clouse in its entirety stoting thot this tox will result
in increosed costs of operoting digitol morketploces in Kenyo, os ihe operotors moy
poss on these costs to the vendors ond end consumers.

Commltlee observotlon
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The Commltlee wos of o dlfferenl vlew ln thot the lnlenllon of lhe provlslon wos lo
rolse revenue for lhe governmenl. Furlher, lhe Commltlee noled thot the lox is belng
imposed on lhe owner of lhe digilol plolform ond nol on locol users.

Clouse l3
44e. Mr. Mugo proposed deletion of the clouse in its entirety stoting thot the tox will

increose government expenditure ond the resultont burden to the tox poyer, os
entities moking supplies to the government will odjust their invoices to compensote
for the upfront tox.

Commitlee observollon
Ihe Commitlee noled lhe concerns however lhe provislon is inlended lo improve
compllonce ond the role is quile low.

3.2.120 TAXWTSE

Clouse 2 (d)

4,5o. Delele lhe clquse ond retoin the current definition of royolty. This is becouse the
OECD Model Tox Convention (MTC), specificolly Article 12, provides o definition of
"Royolty" thot closely oligns with the current definition underSection 2 of the lncome
Tox Act. Further, the OECD Commentory on Article l2 clorifies thot poyments for
stondord softwore, especiolly off-the-shelf softwore, ore typicolly not royolties unless
the user ocquires o license to reproduce or exploit the softwore. As such. The
omendment, therefore, conflicts with the internotionol definition of Royolty.

Commltlee Observolion
The Commitlee wos of o differenl view lhol lhe provislon does nol deol wilh soflwore
diskibulion.

Clouse 5

+sr. Toxwise proposed on omendmenl lo lhe deflnitlon ol "Signlflconl Presence"
indicoting thot while the shift from gross revenue-bosed toxotion to o profit- bosed
model, where 1O% of profit is toxoble is commendoble, it is cruciol to estoblish cleor
thresholds to ensure foirness ond procticoliiy. For instonce, Nigerio introduced q
threshold of H25 million in onnuol revenue to determine o non-resident's significont
economic presence (SEP). A similor opprooch in Kenyo would ensure the tox torgets
entities with substontiol economic octivity within the country while ovoiding undue
burden on smoller operotors.

Commltlee observollon
The Commltlee observed thot dlgltol servlce provlders typlcolly enloy hlgher profll
morglns slnce lhey hove lower operollonol expenses compored lo buslnesses wilh o
physlcol plesence. Consequenlly, lhe purpose ol lhe lncreose ls lo odjusl the
deemed profll lo reflecl whol il would hove been lf lhese componles dld nol benefll
from reduced producllon cosls.
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Clouse 6

+se. Toxwise proposed thot the implemenlolion of lhis provision be holted olleosl unlil
2026 or loler noting thot Kenyo should corefully onolyze the implicotions of odopting
the OECD's Globol Minimum Tox (GloBE) rules, porticuloriy for componies operoting
in the country. A detoiled review is needed to identify the number of entities with
onnuol revenues of €750 million or more ond estimote the potentiol revenue Kenyo
could lose if other countries implement the rules. Moreover, mony componies
operoting in Kenyo, especiolly within Speciol Economic Zones (SEZs) ond Export
Processing Zones (EPZs), ore protected by stobilizotion clouses. These clouses
guorontee thot chonges in iox policy will not odversely offecl them, meoning the
Kenyon government moy ultimotely beor the finonciol burden of the globol minimum
tox. This would significontly reduce the intended fiscol benefits of odopting the GIoBE
fromework while potentiolly eroding the effectiveness of Kenyo's existing tox
incentives. such os the l0% reduced rote for SEZ/EPZ componies during their initiol l0
yeors.

Commitlee Observolion
The Commltlee wos of o different view lhot o minimum lop-up lox is o globol meosure
implemenled in over 60 counlries where mojor mulllnolionol componies operole. As
such, excluding it in Kenyo could undermine lhe tox's opplicolion mechonism,
polentiolly resulting ln o consliluenl compony bosed in Kenyo underpoying its foir
shore of reYenue.

Clouse 25

rss. Delele lhe enlire clouse becouse oll the proposed rotes increoses ond chonges ore
going to be detrimentol to the vorious sectors of the economy.

Commlllee Observollon
The Commitlee noled lhe slokeholders concerns however, lhls proposol's ls o

aevenue roislng meosure.
Clouse 26

+s+. Toxwlse proposed lhol the levy role be moinlolned ol 1.57" since the proposol will
directly impoct importers by increosing the costs of bringing goods into the country.
this will subsequently be possed on to consumers through increosed process of
imported goods.

Commitlee observqllon
The Commitlee noled lhol lhe proposed omendmenl ln respecl ol the RDI hos been
increosed morginolly. The oddilionol money collecled on occounl of lhe proposed
increose sholl be commltled lo lhe developmenl of eleclric llght roll syslem wllhln
the blg mehopolls ln Kenyo. The Commltlee however, proposed o new role of 27".

3,2,121 NON-COMMUNICABTEATTIANCE
Clouse 2s(o(J) (KXL))

+.rs. Non-Communicoble Allionce supported the proposol but further proposed the
clouse be omended to reod os follows:
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KES. 35 per centiliter of pure olcohol for oll olcoholic drinks of strength not
exceeding 7% of olcohol contenf.

KES. 20 per centiliter of pure alcohol for oll olcoholic dnnks of o strength
exceeding 7% of olcohol confeni.

+se. The proposol is premised on the foct thol No level of olcohol consumption is sofe
for our heolth ond thot the preferentiol treotment of beer meons thot the product
will be so cheop for occessibility by children ond youthful populotions posing o heolth
chollenge like controction of concer, increosed rood occidents, ond violence.
Commltlee Observolion
The Commitlee noled lhe slokeholder's proposol. However, il wos ol lhe view lhol
lhe roles provided in lhe clouse ore odequole.

Clouse 2s(o (c) (D))

+sz. Non-Communicoble Allionce supported the clouse provision with slight proposed
omendments os follows:

Delefe lhe cunent desciplions "Cigoreffe with fillers (hinge lid ond sofl cap)" ond
"Cigoreffes wilhoul fillers (ploln cigarelles)," ond substifufe, fherefore, lhe
following: "Clgoreffes conloining fobocco or lobocco subsr,'rutes wilh the
corresponding roles of excise duly "shs. 4.100 per mille."

+se. This proposol will reduce tobocco consumption of the some increose revenue
collected from tobocco products. Further. the unified rotes will reduce the
odministrotive cost of tox collection in the tobocco industry ond reduce the
possibility of substituting the two products.

Commltlee Observollon
Ihe Commltlee observed lhol lhe inlenl of lhe proposol is lo discouroge consumpllon
of lhese products due lo lheir negolive exlernolllles such os effecl on heollh coused
by clgoretle smoklng. Additionolly. hormonizotion of lhe role of both lhe flller ond
non-flllered cigoretles ls meonl lo prolecl revenue leokoge os o resull of
misdeclorolion ond mlsreporllng. The unilorm role of toxollon will eose the
odmlnlshollon ol loxolion ol lhese producls.

Clouse 25( (o)E )

*rs. The proposol is supported since the nicotine products ond their substitutes ore highly
oddictive ond hove been proven to hove heolth effects, hence need to be toxed
more in order to reduce offordobility.

Clouse 2s(o)(F )

+eo. Non- Communicoble Allionce supported the proposol but further proposed the
clouse be omended so thot the electronic cigorettes ond their delivery systems olso
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be subject to on upword tox review becouse nicotine is highly oddictive ond
therefore needs to be toxed more to reduce its consumption.
Commitlee Observolion

The Commitlee noled lhe slokeholder's proposol. However, il wos of lhe vlew lhol
lhe roles provlded in lhe clouse ore odequole.

3.2,122 SLUM CHII.D TOUNDATION
Clouse 2s(o(J) (KXt))

*or. The stokeholder supported the proposol but further proposed the clouse be
omended to reods os follows:

KES. 35 per cenliliter of pure olcohol f or oll olcoholic drinks of slrength not
exceeding 7% of olcohol confent.

KES. 20 per centiliter of pure olcohol for oll olcoholic dnnks of o strength
exceeding 7% of olcohol conlenl.

+oe. The proposol is premised on the foct thot No level of olcohol consumption is sofe
for our heolth ond thot the preferentiol treotment of beer meons thot the product
will be so cheop for occessibility by children ond youthful populotions posing o heolth
chollenge like controction of concer, increosed rood occidents, ond violence.

Commltlee Observotlon
The Commitlee noled lhe slokeholder's proposol. However, il wos of lhe view lhol
lhe roles provided ln lhe clouse ore odequole.

Clouse 25(o (C) (D))

+es. The stokeholder supported the clouse provision with slight proposed omendments
os follows:

Delefe fhe cunenl descriplions "Cigoretle wilh fillers (hinge lid ond soll cop)"
"Cigoreffes without filters (ploin cigoreftes)", ond subsi'luling. theretore, lhe
tollowing: "Cigoreffes conlaining lobdcco or tobocco subslilufes wilh the
correspondlng rofes of excise duty "shs. 1,100 per mille"

+o*. This proposol will reduce tobocco consumption of the some increose revenue
collected from tobocco products. Further, the unified rotes will reduce the
odministrotive cost of tox collection in the tobocco indusiry ond reduce the
possibility of substituting the two products.

Commltlee Observoflon
The Commltlee observed lhol lhe lnlenl of lhe proposol ls to dlscouroge consumpllon
of lhese producls due lo lheir negolive externolltles such os effecl on heollh cqused
by clgoretle smoklng. Addltlonolly, hormonlzollon of the role of both lhe flller ond
non-flllered clgorelles is meonl lo prolecl revenue leokoge os o resull of
mlsdeclorollon ond mlsreporling, The unlform role of loxollon wlll eose the
odmlnlshollon of loxollon of lhese producls.

Report on lhe conslderotlon of Tox lows (Amendmenl) Blll, 2024 (Notlonol Assembly Bllls No.
47 ol2O24l,



Clouse 25(o)E )

+or. The proposol is supported since the nicotine products ond their substitutes ore highly
oddictive ond hove been proven to hove heollh effects. hence need to be toxed
more in order to reduce offordobility.

Clouse 25(o)(F )

466. The stokeholder occepted the proposol but further proposed the clouse be
omended so thot the electronic cigorettes ond their delivery systems olso be subject
to on upword tox review becouse nicotine is highly oddictive ond, therefore, needs
to be toxed more to reduce its consumption.

Commitlee Observolion
The Commitlee noled the stokeholder's proposol. However, il wos of lhe view lhol
lhe roles provlded in lhe clouse ore odequole.

3.2.123 TIATY YOUTH DEVEIOPMENT ASSOCIATION
Clouse 25(o(J) (r)(t))
+oz. The stokeholder supported the proposol but further proposed the clouse be

omended to reod os follows:

KES. 35 per centililer of pure o/coho/ for oll olcoholic drinks of slrengih nol
exceeding 7% of olcohol content.

KES. 20 per centiliter of pure olcohol for oll olcoholic drinks of o strength
exceeding 7% of olcoholconleni.

*oa. The proposol is premised on the foct thot No level of olcohol consumption is sofe
for our heolth ond thot the preferentiol treotment of beer meons thot the product
will be so cheop for occessibility by children ond youthful populotions posing o heolth
chollenge like controction of concer, increosed rood occidents. ond violence.

Commitlee Observolion
The Commltlee noled lhe slokeholder's proposol. However, il wos ol the view thol
the roles provided ln lhe clouse ore odequole.

Clouse 25(o (C) (D))

*os. The stokeholder supported the clouse provision with slight proposed omendments
os follows:

Derete the cwrcnl descriplions "Cigorefle wilh fillers (hinge lld ond sofl cop)"
"Cigoreffes wilhoul fillers (ploin cigorelles)", ond subsfifufing, lherefore, the
following: "Cigoreffes conlolning tobocco or tobocco subslifufes wilh the
conespondlng rofes of excise dvty "shs.4,100 per mllle"

+zo. This proposol will reduce tobocco consumption of the some increose revenue
collected from tobocco products. Further, the unified rotes will reduce the
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odministrotive cost of tox collection in the tobocco industry ond reduce the
possibility of substituting the two products.

Commitlee Observolion
The Committee observed lhol the inlenl of lhe proposol is lo discouroge consumplion
of lhese producls due lo lheir negolive exlernolilies such os eflecl on heollh coused
by cigorette smoking. Addltionolly, hormonizolion of lhe role of both lhe filter ond
non-fillered clgoreftes is meont lo prolecl revenue leokoge os o resull of
misdeclorolion ond misreporting. The uniform role of loxolion will eose lhe
qdminiskolion of loxolion of lhese producls.

Clouse 25 (oXE)

+zr. The proposol is supported since the nicotine products ond their substitutes ore highly
oddictive ond hove been proven to hove heolth effects, hence need to be toxed
more to reduce offordobility.

Clouse 25( (o)F )

qze.Ihe slokeholder supported the proposol but further proposed the clouse be
omended so thot the electronic cigorettes ond their delivery systems olso be subject
to on upword tox review becouse nicotine is highly oddictive ond, therefore, needs
to be toxed more to reduce its consumption.

Commitlee Observolion
The Commitlee noled lhe slokeholder's proposol. However, ll wos of lhe view lhot
lhe roles provided in lhe clouse ore odequole.

3.2.124 INTERNATIONAT INSTITUTE FOR LEGISLATIVE AFFAIRS
Clouse 25 (o) (C, D)

+zs. The stokeholder supported the proposol by proposing o further omendment to
delete the current descriptions "Cigorette with filters (hinge lid ond sofi cop)" ond
"Cigorettes without filters (ploin cigorettes)" ond substituting. therefore, the following:

"Cigoreftes contoining tobocco or tobocco subslilufes with the conesponding
rotes of excise dufy "shs.4, 100 per mille"

+z+. They stoted thot uniformity in excise toxes on cigorettes will reduce tobocco
consumption n, increose revenue collected from tobocco products, reduce the
odministrotive cost of tox collection in the tobocco industry, ond olso reduce heolth,
sociol, ond economic burden to the government ond the citizens due to reduced
consumers of tobocco products.

Clouse 25 (o) (E)

415.Ihe stokeholder strongly supported the proposol ond stoted thot nicotine products
ond their substitutes ore highly oddictive ond hove been proven to hove heolth
effects, hence need to be toxed more in order to reduce offordobility. They odded
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thot youths ond women hove been the moin torget for consumption of these
products by the tobocco industry, hence increosing their toxes will reduce their
offordobility.

Clouse 25 (o) (F)

.*zo. The stokeholder supported the proposol ond proposed on odditionol omendment
where electronic cigorettes ond their delivery systems should olso be subject-ted to
on upword tox review.

Clouse 25 (o) (J,K ond t)

+zz. Amend the proposol on the specific tox bosed on the olcohol content of the
olcoholic beveroges to reod os follows-
o/ KES. 35 per centiliter of pure olcohot for oll olcoho/ic drinks of slrenglh nol

exceeding 7% of olcohol content
b/ l(ES. 20 percenliliter of pure olcohol for oll otcoholic drinks of strength exceeding

7% of olcohol conlenf .

4,78. The obove proposol will help mitigote the "preferentiol treotment" beer is getting
under the current proposols. Additionolly, no level of olcohol consumption is sofe for
our heolth.

Commitlee Observolion
The Commlttee noled lhe slokeholder's proposol. However, ll considered the roles provided
ln lhe clouse odequote.

3.2.125 HEATTH CONSCTOUS AFRTCA
Clouse 25 (o) (C,D)

+zs. The stokeholder supported ihe proposol by proposing o further omendment to
delete the current descriptions "Cigorette with fitters (hinge lid ond soft cop)" ond
"Cigorettes without filters (ploin cigorettes)", ond substituting, therefore, the
following:

"Cigorettes contoining tobocco or tobocco subsiiiules with lhe conesponding
rotes of excise dufy "shs.4,100 per mille"

+ao. They stoted thot uniformity in excise toxes on cigorettes will reduce tobocco
consumption n, increose revenue collected from tobocco products, reduce the
odministrotive cost of tox collection in the tobocco industry ond olso reduce heolth,
sociol ond economic burden io the government ond the citizens due to reduced
consumers of tobocco products.

Clouse 25 (o) (E )

*a t. The stokeholder skongly supported the proposol ond stoted thot nicotine products
ond their substitutes ore highly oddictive ond hove been proven to hove heolth
effects, hence need to be toxed more in order to reduce offordobility. They odded
thot youths ond women hove been the moin torget for consumption of these
products by the tobocco industry; hence, increosing their toxes will reduce their
offordobility.
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Clouse 25 (o) (F)

48e. Heolth Conscious Africo supported the proposol ond proposed on odditionol
omendment where electronic cigorettes ond their delivery systems should olso be
subject to on upword tox review.

Clouse 25 (o) (J,K,t)

+as. Amend the proposol on the specific tox bosed on the olcohol content of the
olcoholic beveroges to reod os follows-
o/ KES. 35 per centiliter of pure olcohol for oll olcoholic drinks of strength not

exceeding 7% of olcohol conienf
b/ ,(ES. 20 per centililer of pure olcohol for oll olcoholic drinks of strength exceeding

7% of olcohol confenr.

The obove proposol will help mitigote the "preferentiol treotment" beer is getting under
the cunent proposols. Additionolly, no level of olcohol consumption is sofe for our heolth.

Commitlee Observolion
The Commltlee noled lhe slokeholder's proposol. However, il wos of lhe vlew lhol the
roles provlded ln the clouse ore odequole.

3.2.126 ICEA IION TRUST COMPANY TIMITED
Clouse l4 (b)

+s+. Delete the proposol to remove tox exemption on fomily trusts becouse Registered
fomily trusts ploy o vitol role in succession motters os they provide o mechonism of
distributing trust ossets thereby reducing court disputes ond bocklogs cunently foced
by succession courts in Kenyo. Therefore, tox should not be on impediment for
fomilies to set up trusts provided there is o proper legol fromework governing the
registrotion ond operotionolizotion of trusts.

Commitlee Observollon
The Commitlee noled lhol lhe princlpol income of o fomlly husls comprises of ossels
lhol lnclude cosh lronslerred lnto lhe husl by lhe setllor, os such should nol be
considered os on income of the husl ond lherefore nol subjecl lo lox.

Clouse l4 (c)

+as. Delete the proposol to remove tox exemption on ony Copitol Goins Tox reloting to
tronsfer of title of immovoble property to o fomily trust. The tronsfer of ossets/property
by o settlor to o registered fomily trust does not constitute o tronsfer of the property
to o third porty since there is no considerotion. Additionolly, it will be punitive to levy
CGT on the tronsfer of property into o fomily trust, which is considered o succession
tool, ond creoie on uneven ploying field for fomilies thot opt to use fomily trusts o
succession vehicle.

Commltlee Observotlon
Ihe Commitlee noled lhot the proposol conlrovenes Secllon 3E(3) of lhe Truslees
(Perpeluol Successlon) Act, Cop '184 which provides lhot o huslee sholl not ocquhe
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o betler title to the fuusl properly thon lhe lrqnsferor hod lmmedlolely before lhe
honsler of lhe dlspositlon.

3.2.127 THE NATROB| SECURTTTES EXCHANGE (NSE), THE KENYA ASSOCTATTON Or
STocKBROKERS AND TNVESTMENT BANKS (KAS|B), THE RETIS ASSOCTATTON OF
KENYA (RAK), AND THE KENyA NAT|ONAT RE|T (KNR)

Clouses 14 (d), 15 (b) (i) (w) ond 15 (b) (iD (A)

+ao. Delete the proposols ond reioin the tox exemption for interest income eorned from
Green ond lnfrostruciure bonds (publicly troded). There is on increosed oppetite for
infrostructure ond green bonds becouse of the very purpose for which they ore
issued. They noted thot lnfrostructure Bonds ottroct investors to whom infrostructurol
development is oppeoling to them. ln controst, green bonds ottroct investors who
ore subscribed to the globol ogendo of sustoinobility, mointoining o green
environment, ond ensuring o future for monkind.

Commitlee Observotion
The Commitlee ogreed lo lhe proposol lo moke lhe securilles otlroclive for
investmenls.

New proposols

Stomp Duty Act

48?. Delete section 96 A (41 on the exemption of stomp duty of the tronsfers reloting to
reol estote investment trust. This exemption clouse wos in effect for five yeors, during
which it demonstroted greot impoct os four (4) REITs were registered with o totol
morket volue of KES. 27Bn. This is empiricol evidence thot the tox incentive wos
effective. However, its subsequent expiry hos creoted o significont disincentive to
entry for new REITs ond limits the growth of existing REITs in the morket.

+ea. There ore severol neor-term prospective REITs in vorious sectors, such os offordoble
housing, office spoce, hospitolity, student occommodotion, worehousing, ond even
retoil spoce. with on osset size of over KES. l5 Bn thot ore under considerotion, but
ore unoble to move fon.rord, portly becouse of this bonier to entry.

Commitlee Observollon
The Commltlee noled lhe slokeholder's proposol. However, il observed thot lhis ls not
porl of lhe leglslollons belng omended.

Proposols by the Copltol Morkels lnduslry

i. Retoin the tox exemptions for themotic bonds (listed ond publicly troded). The
oppetite for themotic bonds (especiolly infrostructure bonds) is lorgely due to
their tox-exempt noture.
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II

t.

Encouroge o wider scope of investors to reduce the interest rotes. Government
sponsored rood shows to morkets with high net-worth investors will ottroct more
investment ond reduce the interest rotes.
Promote lhemotic bonds thot ottroct polient copitol. Worldwide, green bonds
ond sustoinobillty bonds ottroct potient copilol ot relotively low interest rotes.
Government to work with privote sector in promoting the issuonce of these
bonds.
Ring-fence infrostructure bonds. Infrostructure bonds sholl ottroct more
investors if they ore ringJenced os this gives o better perception of
occouniobility. This sholl undoubtedly increose demond ond reduce interest
rotes.
Remove odministrotive bottle-necks. The requirement for foreign investors to
hove PIN registrotion hos no benefit becouse the income they eorn from bonds
is toxed of source with no revenue loss to Government. However, this
requirement discouroges mony foreign investors from investing in our bonds.
Promote predictobility of our toxotion regime. lntroducing toxes to themotic
bonds will hove the odverse effect of giving the perception thot the country is

unpredictoble on its tox treotment of bonds ot lorge. This would be
u ndesiro ble.

At porogroph 4A, by deleting the words "twelve-point five perceni" ond
substituting therefor the words "five percent" ond by deleting the words
"wogered or stoked" ond substituting therefor the words "deposited into the
customers betting wollet";
At porogroph 48, by deleting the words "twelve-point five percenfl' ond
substituting therefor the words "five percent ond by deleting the words
"wogered or stoked" ond substituting therefor the words "deposited into the
customer goming wollet,
At porogroph 4C, by deleting the words "twelve-point five percent ond
substituting therefor the words "five percenf ';

Commillee Observotion
The Commlllee ogreed wlth the slokeholder's proposol nol lo lox infroslruclure
bonds.

3.2.128 ASSOCTATTON OF GAMTNG OPERATORS (AGOK)
Clouse 25 (b) 0i)

+as. Delete the proposol ond insteod omend to reploce the cunent 12.5% excise duty
on stokes is reploced with 5% excise duty on deposits (i.e., oll sums deposited by o
customer in their online wollet inclusive of the stoke) mode by punters / ployers on o
doily bosis.

+so. ln this regord, AGOK proposed thot the First Schedule to the Excise Duty Act, 2015
is omended os follows-

ln Port ll- EXCISABLE SERVICES
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iv. At porogroph 4D, by deleting the words "twelve-point five percent ond
substituting therefor the words "five percent."

ln Port ll- INTERPRETATION OF SCHEDULE.

i. Deleting the definition "omount wogered stoked".
ii. lnserting the following new definition in proper olphobeticol sequence:

"omount deposited inlo the customer's betling wollef" meons the omounl of
moneY tronsferred by o customer into the cuslomer's wollel mointoined by
o licensed betting ond goming operotor f or betting ond goming purposes.

+st. The effect of sudden ond frequent increoses in toxes creotes on incentive for
unscrupulous operotors to gome the will system in on effort lo evode tox ond illegol
gombling, which will result in unreguloted octivities where minors connot be
protected.

Commitlee Observolion
The Commitlee noled lhol imposing o higher excise duty role on betting is likely lo
yield more revenue. Additionolly, il will dlscouroge betting which is commendoble.

Clouse 25 (b) (vi)

+se. Delete the entire proposol becouse increosed toxes will undoubtedly result
in less resources ovoiloble for betting operotors to support CSR ond sports initiotives
to support communities, specificolly centered oround women ond youth.
Additionolly, there is o risk of shrinkoge of the betting sector which moy go os for os
loss of jobs in o bid reduce employee costs os well os betting ond goming ployers in
the morket winding up from the Kenyon morket.

Commitlee Observotion
The Commitlee noled lhol imposlng o higher excise duly role is likely lo yield more
revenue. Additlonolly, ll will dlscouroge betling which is commendoble.

Clouse 20 b (i)

.tss. Delete the proposol becouse betting, goming ond lottery services should remoin
VAT exempt. The proposol, where VAT is opplied on stokes, will be in oddition to the
excise duty (of l5% os per the Tox Lows (Amendmentl 8il1,2024). This VAT volue will
erode the octuol stoke o customer ploces per bet, odversely impocting the
withholding tox on winnings collected. Aport from this lineor decreose in withholding
tox, it should olso be expected thot customers will shy owoy from betting, leoding to
o drop in collections on betting tox (15% of GGR) ond corporote tox (30% on net
toxoble income). Additionolly, If betting ond goming services ore mode subject to
VAT ot 16%, oll input VAT from morketing, odvertising, technology, odds providers,
cloud ond cybersecurity ond consultoncy services (both locol ond foreign) will
become cloimoble from o VAT perspective, leoding betting componies to be in o
perpetuol VAT credit position.

Commltlee Observotion
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The Committee ogreed lo lhe slokeholder's proposol

New Proposol on the lncome Tox Acl, Chopter 470

+s+. AGOK proposed replocing lhe 20% WHT on winnings with o 5% WHT on withdrowols
(i.e., the gross poyout mode by which is the stoke plus the winnings) remitted to
punters/ployers doily. This will ollow o tronsporent ond foir complionce mechonism
for the industry. Tronsporency meons thoi the tox revenues ore eosy to verify ond
oudit.

4,e5. The Income Tox Act to be omended os follows-
ln Porl l- PRELIMINARY

l. At Section 2 (l) by deleting the definition of "winnings" ond substituting therefor

"withdrowols" meons the omount of money withdrown by o customer from
thei betting or goming wollet moinfoined by o person /icensed under 5 ihe
Betting, Lotleries ond Goming Acl"

ln Porl ll- IMPOSIT|ON OF INCOME TAX

At Section l0 (l) (g) by deleting the word "winnings ond substituting therefor-
"withdrowols."

In PoTI VI . RATES, DEDUCTIONS AND SET.OFF OF TAX AND DOUBTE TAXATION RETIEF

A - Rotes of Tox

.

At Seciion 34 (l ) (m) by deleting the word T "winnings" ond substituting therefor-
"wilhdrowo/s".
At Section 34 (21 (il by deleting the word "winnings ond substituting therefor -
"wifhdrowols"

B- Deduclion of Tox

lll.

At Section 35 (l ) (i) by deleting the word "winnings ond substituting iherefor -
"withdrowols".
At Section 35 (3) (h) by deleting the word "winnings" ond substituting therefor
"withdrowols".
At Section 5A by deleting the word "winnings" ond substituting therefore-
"withdrowols".

ln the Thkd Schedule - RATES Ot PERSONAT RELIEF AND TAX

Heod B-Roles ofTox

ln porogroph 3 (i). deleting the words "in respect of winnings. twenty percenf'
ond substituting therefore the words "in respect of withdrowols, five percent."
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ii. ln porogroph 5 (i), deleting the words "in respect of winnings, twenty percent"
ond substituting therefore the words "in respect of withdrowols, five percent."

Commitlee Observolion
Ihe Commitlee noled lhe proposol ond recommends considerolion of lhis motler in
fulure legislolions.

New proposed omendments lo lhe Betting, Lotlerles ond Goming Act (BLGM)

+so. ASSOCIATION OF GAMING OPERATORS olso proposed o new definition of
"winnings" for purposes of computing Gross Goming Revenue (GGR).

4,e7. Deleting the definition of "winnings" ond substituting therefor-
"winnings" meons the poyout from o befting. goming, lottery, prize competition,
gombling or similor ironsoclion under the Betting, Lolteries ond Goming Act,
excluding the omount sloked or wogered in thot lronsoction."

+sa. The stoted thot definition of "winnings ought to be oligned in the relevont stotutes
thot govern the toxotion of betting ond goming octivities i.e., the Income Tox
Act ond the BLGA.

Commitlee Observolion
The Commitlee noled lhe proposol ond recommends considerolion of lhis motter in
fulure legislolions.

3.2.129 MAXWETL NG'ANG'A
Clouse 25(o) (i) (K)

+es. The Stokeholder supported the proposol to increose the excise duty rotes but noted
thot the proposol wos silent on the definition of "licensed smoll independent brewer''
or how to become one. He proposed thot the licensing boord ond KRA should come
up with the meoning ond fovoroble terms of whot it meons to be o "licensed smoll
independent brewe/' with considerotion to copitol. production volume, ond
requirements needed to ocquire this specific license.

Commitlee Observolion
The Commitlee ogreed wlth the slokeholder's proposol.

3.2.130 KENYA TOBACCO CONTROT AND HEALTH pROMOT|ON ALL|ANCE (KETCA)
Clouse 25 (o) (C&D)

soo. Amend the proposol on the description of cigorettes by deleting the terms
"Cigorettes with filters (hinge lid ond soft cop)" ond "Cigorettes without filters (ploin
cigorettes)" ond substituting them with "Cigorettes contoining tobocco or tobocco
substitutes." The conesponding excise duty rote should uniformly be set ot "Shs.4,l00
per mille." This unified excise tox structure will reduce tobocco consumption, increose
government revenue from tobocco products. ond lower the odministrotive costs
ossocioted with tox collection. Furthermore, the proposol will mitigote heolth, sociol,
ond economic burdens on citizens ond the government, os o uniform rote
discouroges substitution between filtered ond ploin cigorettes.
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Commltlee Observollon
The Commltlee observed thot the proposol's lnlenl ls to dlscouroge lhe consumpllon
of lhese producls due lo lheir negolive exlernolilies, such os lhe effecl on heollh
coused by cigoretle smoking. Addltionolly, hormonizolion of lhe rote of bolh filter
ond non-fillered cigorettes is meonl lo prolecl revenue leokoge os o resull of
misdeclorotion ond mlsreporting. Ihe uniform role of loxollon wlll eose lhe
odminislrotion of loxolion of lhese products.

Clouse 25(o)(E)

sor. KETCA supported the proposol omending the description to impose on excise duty
rote of "Shs.2.000 per kg" on products contoining nicoiine or nicotine substitutes
intended for inholotion without combustion or orol opplicotion but excluding
medicinol products opproved by the Cobinet Secretory responsible for motters
reloting to heolth ond other monufoctured tobocco ond monufoctured tobocco
substiiutes thot hove been homogenized ond reconstituted tobocco, tobocco
extrocts ond essences. Nicotine pouches ore becoming increosingly populor,
especiolly omong young people ond women. By increosing the excise duty to
Ksh.2,000 per kilogrom, we con curb the rising use of these products ond discouroge
new users from storiing.

Clouse 25(o) (F)

soe. KETCA proposed omending the excise duty on "Liquid nicotine for electronic
cigorettes" by substituting the conesponding rote with "Shs.l00 per milliliter" ond
conducting on upword tox review on the liquid nicotine ond its delivery systems. They
stoted thot the excise duty on liquid nicotine is doubled from Ksh.l00 to Ksh.200 per
milliliter. This meosure oims to ensure comprehensive toxotion of electronic cigorettes
ond their components, oligning with discouroging the consumption of hormful
substonces. E-cigorettes ond liquid nicotine ore often morketed os sofer olternotives
to troditionol cigorettes. However, their heolth risks ore significont, porticulorly for
youth ond non-smokers. Roising the excise duty to Ksh.200 per milliliter will help
decreose their oppeol ond occessibility.

Commitlee Observolion
The Commitlee observed thot the inlent of lhe proposol is lo discouroge consumpllon
of lhese producls due lo lheir negollve exlernolllles such os effecl on heollh coused
by nicollne producls. Addltlonolly, the proposed loxollon of lobocco producls wlll
olso discouroge lhelr consumpllon.
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3.2.13r
Clouse 4

UBER

5o3. Delete the proposol on the withholding obligotion on income from the digitol
morketploce. This is to promote the principles of equity ond foirness on the port of
the non-resideni's toxpoyers.

Commitlee Observolion
The Commitlee wos of o diflerenl view in thol the inlenlion of lhe provision wos lo
roise revenue for the governmenl. Furlher, the Commitlee noled thol lhe lox is being
imposed on the owner of the digitol plolform ond nol on locol users.

Clouse 5

so+. Uber proposes the following omendments under clouse 5:
i) Amend the tox poyoble by componies corrying out business under o digitol

morketploce to be revenue-bosed in line with OECD recommendotions in the
toxotion of the digitol economy bosed on significont economic presence. lt is

their view thot hoving o revenue-bqsed f octor in the determinotion of "signif icont
economic presence" will clorify the extent to which o non-resident entity con be
identified os hoving the some in Kenyo ond therefore lioble to tox.

ii) Delete the clouse providing thot o non-resident person sholl be considered to
hove significont economic presence where the user of the service is locoted in
Kenyo. lt is their view thot there is o lock of clority on the user-bosed criterion
which is being introduced to define significont economic presence tox.

iii) Amend Section l2E (3) to be omended to clorify thot Section 9 (2) ond Section
I 0 sholl not opply to income, chorgeoble under Section I 2E (l ). This is to eose
complionce for non-resident services, especiolly B2C customers who moy not
hove the copobility of withholding toxes on occount of lhe poyments mode to
no-resident persons. Further clority should be provided thot SEPT sholl be o finol
tox for the non-resident poyers.

iv) Delete the proposol seeking to compute the toxoble profit of ten per cent of the
gross turnover.

v) Amend the proposol where o person subject to tox sholl submit o return ond poy
the tox due to ihe Commissioner on or before the 20th doy of the month following
the end of the month in which the service is offered. Given thot non-residents
providing digitol services in Kenyo ore subject to foreign toxes in their home
jurisdictions, subjecting them to SEPT in Kenyo could result in double toxotion
where the some income is subject to tox in their home .iurisdiction ond where o
double tox treoty does not exist. lt is there view thoi this clouse should reod:

"Provided thot where o non-residenl person who is resident in o country
which Kenyo hos on ogreement in effect for the ovoidonce of double
toxotion; is subject lo lhe significonl economic presence tox in Kenyo hos
poid o foreign lox on fhe some income in their country of residence, lhe
f oreign lox poid shou/d be ovoiloble os o uniloterol tox credit ogoinsf lhe
signil'iconf economic presence tox due in Kenyo."

Commitlee Observollon
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The Commltlee observed thot dlgltol servlce provlders typlcolly enjoy higher profll
morglns since lhey hove lower operollonol expenses compored lo buslnesses
wllh o physicol presence. Consequently. lhe purpose of the increose is lo odjusl
lhe deemed profil lo reflecl whol il would hove been if lhese componies did not
benelll from reduced produclion cosls.

3.2,132 KPMG
Clouse l3 (o)

sos. Amend the clouse thot seeks to bring tox income from the supply of goods to o
public entity ond sub.iect this to withholding tox ot o rote of 0.5% for resident suppliers
ond 5% for non-resident suppliers. KPMG proposes io reduce the proposed rote to
27" f or non-resident suppliers.

Commillee Observolion

The Commitlee wos ol o differenl view lhol lhis is o reyenue roislng meosure ond
lowering lhe role wlll leod lo revenue loss.

Clouse l4 (b)

roo. Delete lhe proposol thot proposes to remove tox exemption of copitol goins
reloting to the tronsfer of title of immovoble property to o fomily trust. Fomily estotes
ore typicolly estoblished for estote plonning ond osset protection. Further, when
property is tronsferred to o fomily trust, the beneficiol ownership does not chonge
but remoins with the fomily.

Commitlee Observolion
The Commlftee noled thot the princlpol income of o fomlly husls comprlses of ossels
lhol include cosh honsferred into lhe husl by the setllor, os such should nol be
consldered os on income of lhe husl ond lherelore nol subjecl lo lox.

Clouse l4 (d)

soz. Amend lhe proposol to introduce o 5% withholding tox on interest poid to resident
ond non-resident persons on bonds, notes or similor securities. KPMG proposes
hormonizing the provisions under porogroph 60 with porogroph 5l to ovoid
interpretotion chollenges reloted to tox exemptions for infrostructure bonds ond
ensure investor confidence.

Commltlee Observollon
The Commitlee noled lhe slokeholder's concerns however, ll wos of o dlfferenl vlew thol
toxlng lhese securllies wlll moke lhem unothocllve hence recommends deletlng the
clouse

Clouse 20 (b) 0ll)
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5o8. Delete the proposol seeking to move oir ticketing services supplied by trovel ogents
from exempt to stondord rote. This VAT implicotion will significontly increose oir ticket
prices discouroging trovel ond tourism.

Commitlee Observollon
The Commitlee ogreed with the slokeholder lo incenlivize lhe lourism seclor hence
lhe exemplions should remoin

Clouse 20 (x)

sos. Delete the proposol seeking to move inputs ond row moteriols of ogriculturol pest
control products from zero-roted to exempt. lt is the opinion of KPMG thot this
reclossificotion will roise production costs for supplies who will in turn poss these costs
onto formers ond ultimotely leod to higher food prices.

Commitlee Observolion

The Commitlee noled lhe proposol however, lhey recommends exemplion ol lhese
goods \ylll porlly reduce lhe cosls of lhe inpuls ond furlher reduce lhe burden of lox
refunds.

Clouse 26

rto. Delete the proposol to omend Section 8 of the Miscelloneous Fees ond Levies Act
by revising the roilwoy development levy from 1.5% to 2.5% ot the customs volue of
imported goods.

Commitlee Observotion
The Commitlee noled thot the proposed omendmenl in respecl of the RDI hos been
lncreosed morglnolly. The oddllionol money collecled on occounl of the proposed
lncreose sholl be commltled lo lhe developmenl of elechic llght roil system wilhln
lhe blg mekopolis in Kenyo. The Commitlee however, proposed o new role of 27".

New Proposol

5 l r. KPMG proposes the f ollowing:
i) Delete ond substitute porogroph 2(h) of heod B of the Third Schedule of the

ITA given thot lorge copitol expenditures were invested in SEZs, none of the
entities were profitoble ond could poy the corporote tox within the first l0 yeors
of operotion. The new section will reod os follows:

"speciol econornic zone developers. operolors ond enterprises sholl be
exempted from poying ony corporotion tox for o period of ten yeors
commencing with the yeor in which producfion, soles or receipls
reloting to the octivities tor which thot developer, operotor or enlerprise
hos been licensed os o speciol economic zone ond thereofler fifteen
percenl for the next ten yeors of operotion ond thereofler revert to the
prevoiling corporote tox rote."

Commltlee Observolion
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The Commitlee noled lhe proposol ond recommends conslderollon of lhis motler
ln fulure leglslollons.

ii) Amend Porogroph 72 of lhe First Schedule of the ITA by inclusion of the phrose
'by licensed' immediotely before the words enterprise, developer ond
operotor. This is to provide clority on the loophole where unlicensed entities
could potentiolly misrepresent themselves os eligible enterprises, developers or
operoiors within the SEZs.

Commiftee Observolion
The Committee noled the proposol ond recommends considerolion of lhis motler
in fulure legislolions.
iii) Amend Section 2(l ) of the Excise Duty Act by introducing lhe definition of o

digitol lender to be 'o person holding o volid digitol credit providers license
issued by the Centrol Bonk of Kenyo.'

Commitlee Observotion
The Commitlee noled lhe proposol ond recommends conslderolion of lhis mofler
in fulure legislolions.

3.2.I33 BRITISH CHAMBER OF COMMERCE KENYA
Williomson Teo Kenyo Plc

Clouse l8

s re. Delete the clouse since the deletion of sub-sections 7 & 8 meons the portion reloting
to exempt supplies will be nondeductible ond will not be opportioned. This VAT
odjustment will leod to on increose in VAT cost to the business.

Commillee Observolion

Ihe Commltlee emphosized lhol the rolionole of lhe clouse wos lo curb misuse of
lhe opporllonmenl formulo lhus recommends retention of lhe clouse.

Clouse 20 (o)(x)

srs. Delete the clouse ond retoin the zero-roted supplies. This is becouse the proposed
omendment will increose the cost of forming, which will further leod to on increose
in the cost of food.

Commltlee Observollons

The Commlllee noled lhe proposol however, lhey recommends exempllon of lhese
goods will porlly reduce lhe cosls of lhe lnpuls ond furlher reduce lhe burden of lox
refunds.

3.2.134
Clouse 23

EAST AFRTCAN BREWERTES PrC (EABL)
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514,. The proposol is welcome becouse the inclusion of Spirits products in the excise
remission regime is good ond will increose the level of locol row moteriol sourcing
which will benefit ogriculturol volue oddition, not to mention positively impoct
socioeconomic stotus of formers ond volue choin ployers in Kenyo.

Clouse 24

srs. The proposol is welcome becouse the intended policy objective of collecting
olcohol excise tox within 24 hours to discouroge illicit trode hos not been ochieved.
Furthermore, under the current provision, monoging cosh flow ond working copitol
hos been odversely offected by the poyment of excise within 24 hours since most
monufocturers hove, on overoge 30,30-doy poyment terms with distributors, which
necessitotes borrowing to poy toxes.

Clouse 25 (o) (i)(A)

ste. EABI highlighted thot the regislered monufoclurers should be defined to clorify who
should benefit from exclusion from poyment of the tox. Similor incentives (e.g., import
duty exemption on industriol spore ports) took monufocturers too long to implement
due to similor odministrotive gops.

5lz. EABI olso sloled thot the excise duly on imported sugor be moinloined ol KES 5/ kg
since KES 5 /kg hos olreody increosed the cost of locolly produced products.
considering there is no industriol sugor production in Kenyo.

Commitlee Observolions
The Commltlee observed thot it is vilol to prolecl lhe locol sugor industry ond give
lhem compelillve odvonloge. However, lhe Commitlee noled lhe need lo exempl
lmporled sugor for induskiol use os lhey ore row moleriols.

Clouse 2s (o) (l)(K)

rre. EABL proposed thot the following omendments be mode;
i. Lower the tox rote from KES l0lcl to KES 8.9/cl
ii. Retoin fhe Excise Roles for Ethonol (row moteriol) ol ihe specific rote of KES

356.42/liter or remove it oltogether.
iii. Define the obv loleronce for ossessm ent ldelerminotion of excise lox due to

foxpoyers ot on Alcoho/ contenl toleronce of t0.4% - lhis will close lhe
odminislrotive gop ond prevenl escolotion of lox dispufes

iv. Define licensed srno// independenl brewers.
v. Enocl regulotions lo prevenf tox evosion ond ensure tox complionce before lhe

provision is imp/emenled.
vi. Chonge lhe excise rote on Beer from KES 22.S1lcentililres lo KES 20/ centititre of

pure olcohol.
vii.
.rrs. The obove omendments were bosed of the foct thot tox revenue losses due to

increosed illicit will be mitigoted ond olso the industry's competitiveness will be
enhonced thus encouroge investment ond help creote employment.
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Commltlee Observollons
The Commltlee noled thot the oim of lhe proposol wos lo rolse oddltlonol revenue
for lhe Government ond chorge excise duty on olcohol conlenl.

New Proposol

EXCISE DUTY ACT, 2015

Porogroph I of Porl I ol the Flrst Schedule

seo. Amend the obove provision by deleting the following item
i. Descriplion Role lmported Gloss 35% bott/es (exciuding imported gloss boflles

for pockoging of phormoceuticol products)

ser. This is becouse imposing on excise tox on gloss is in violotion of COMESA Treoty
provisions on most fovored notion treotment ond provisions thot prohibit Member
Stotes from enocting legislotion or opplying odministrotive meosures thot directly or
indirectly discriminote ogoinst the some or like products of other Member Stotes.
Kenyo hos only two gloss monufocturers with o totol instolled production copocity of
90,425 tonnes/onnum ogoinst o higher demond by gloss users in Kenyo. necessitoting
the need to import.

Commitlee Observolions
The Commitlee dld not ogree lo lhe proposol, noling lhol lhe provision wos meonl lo
prolecl lhe locol monufocluring industry

New Proposol

Section 36 (2)
ree. Delele Secllon 36 (2) ond reploce ll with:

2) Where lhe Commissioner under porogroph (l) dkects oscerloinment by the
volume sholl be colculoted-
(o) by use of o moss flow meter oi lwenty degrees centigrode
[b) Wrth on occurocy of + l-3%of lhe meosured volume in litres

ses. The proposol is bosed on the orgument thot the process of meosuring volume of
Spirits sold by distillers or received by monufocturers of spirits hos chonged due to the
introduction of moss flow meter which ore opproved by Weights ond Meosures for
custody tronsfer opplicotion. Further, temperoture hos on effect on ethonol volume
reodings. When the reodings ore token of wormer temperoiures, the ethonol
quqntity is usuolly higher os opposed to o colder temperoture. This lock of
stondordisotion normolly results in significont losses. Prior to 2015, the Customs ond
Excise tox low in Kenyo used to provide lor o l% spirits process ond tronsit loss
ollowonce on excisoble row moteriols. Regulotions in other jurisdictions such os South
Africo, Europe, US ond UK provide for ollowonces for spirits processing losses3.

Commltlee Observotlons
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Ihe Commitlee noled lhe proposol ond recommends conslderollon of thls motler ln
fulure leglslollons.

3.2.I35 JANESH PATEL

Clouse 20 (b) (iii)

5e4. Delete the proposol io subject VAT on Air Ticketing. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges, increosing operoting costs. Notobly, the VAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
internotionol ogents, ond online trovel ogents (OTAs). This creotes on uneven ploying
field ond drives businesses owoy from locol providers. This policy chonge is

porticulorly detrimentol os trovel ogents operote on thin morgins, ond the increosed
VAT will further erode their profitobility.

Commitlee Observolion
The Commltlee ogreed with lhe slokeholder lo incenlivize the lourism seclor hence,
lhe exemplions should remoin.

3.2.I36 HYI-INE MORAA
Clouse 20 (b) (iii)

ses. Delete the proposol to subject VAT to oir ticketing. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond oulside Kenyo,
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges. increosing operoting costs. Notobly. the VAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
internolionol ogents, ond online trovel ogents (OTAs). This creotes on uneven ploying
field ond drives businesses owoy from locol providers. This policy chonge is
porticulorly detrimentol os trovel ogents operote on thin morgins, ond the increosed
VAT will further erode their profitobility.

Commitlee Observollon
The Commltlee ogreed with the slqkeholder lo incenlivize the tourism seclor; hence
lhe exempllons should remoin

3.2.137 ZAHRA JINA
Clouse 20 (b) (iii)

reo. Delete the proposol to subject VAT on Air Ticketing. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significontly impocting the oir trovel sector. Ticket prices will rise due io higher VAT
ond odditionol indirect oirport chorges, increosing operoting costs. Notobly, the VAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
internotionol ogents, ond online trovel ogents (OTAs). This creotes on uneven ploying
field ond drives businesses owoy from locol providers. This policy chonge is
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porticulorly detrimentol os trovel ogents operote on thin morgins, ond the increosed
VAT will further erode their profitobility.

Commitlee Observolion
The Commitlee ogreed wilh the slokeholder lo incenlivize the lourism seclor; hence
lhe exempllons should remoin.

3.2.I38 ATVIN CHECHE MWAMBITA
Clouse 20 (b) (iii)

sez. Delele ihe proposol io subject VAT to oir licketing. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges, increosing operoting costs. Notobly, the VAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
internotionol ogents, ond online trovel ogents (OTAs). This creotes on uneven ploying
field ond drives businesses owoy from locol providers. This policy chonge is

porticulorly detrimentol os trovel ogents operote on thin morgins, ond the increosed
VAT will further erode their profitobility.

Commitlee Observolion
The Commitlee ogreed with the slokeholder lo incenlivize lhe lourism seclor; hence
lhe exemplions should remoin.

3.2.139 FEUX ODHTAMBO
Clouse 20 (b) (iii)

.rea. Delete the proposol to subject VAT to oir ticketing. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges, increosing operoting costs. Notobly, the VAT
increose torgets only locol oir ticketing service providers, excluding oiriines,
internotionol ogents, ond online trovel ogents (OTAs), creoting on uneven ploying
field ond driving businesses owoy from locol providers. This policy chonge is

porticulorly detrimentol os trovel ogents operote on thin morgins, ond the increosed
VAT will further erode their profitobility.

Committee Observolion
The Commitlee ogreed wlth the slokeholder lo incenlivlze lhe lourism seclor hence
lhe exemplions should remoin

3,2.140 SUKHMINDER CHIMA
Clouse 20 (b) (lil)

5ca. Delete the proposol to subject VAT on Air Ticketing. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges, increosing operoting costs. Notobly, the VAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
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internotionol ogents, ond online trovel ogents (OTAs), creoting on uneven ploying
field ond driving businesses owoy from locol providers. This policy chonge is
porticulorly detrimentol os trovel ogents operote on thin morgins, ond the increosed
VAT will further erode their profitobility.

Commitlee Observolion
The Commitlee ogreed with the slokeholder lo incenlivize lhe lourism seclor hence
lhe exemplions should remoin

3.2.141 JOHN O|RE
Clouse 20 (b) (iii)

sso. Delete the proposol 1o subjecl VAT on Air Ticketing. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges, increosing operoting costs. Notobly, the VAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
internotionol ogents, ond online trovel ogents (OTAs), creoting on uneven ploying
field ond driving businesses owoy from locol providers. This policy chonge is
porticulorly detrimentol os trovel ogents operote on thin morgins, ond the increosed
VAT will further erode their profitobility.

Commitlee Observolion
The Commitlee ogreed with the slokeholder lo incentivlze lhe tourism seclor hence
lhe exemplions should remoin

3.2.142 SONATI KUMARI ZACHARIAH
Clouse 20 (b) (lii)

rs t. Delete the proposol to subject VAT on Air Ticketing. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges, increosing operoting costs. Noiobly, the VAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
iniernotionol ogents. ond online trovel ogents (OfAs), creoting on uneven ploying
field ond driving businesses owoy from locol providers. This policy chonge is
porticulorly detrimentol os trovel ogents operote on thin morgins, ond the increosed
VAT will further erode their profitobility.

Commitlee Observolion
The Commltlee ogreed wlth the stokeholder lo incenllvlze lhe lourlsm seclor; hence,
lhe exempllons should remoln.

3.2.143 RENISH ACHITLA
Clouse 20 (b) (lll)

rse. Delete the proposol to subject VAT on Air Ticketing. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
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ond odditionol indirect oirport chorges, increosing operoting costs. Notobly, the VAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
internotionol ogents, ond online trovel ogents (OIAs). This creotes on uneven ploying
field ond drives businesses owoy from locol providers. This policy chonge is

porticulorly detrimentol os trovel ogents operole on thin morgins, ond the increosed
VAT will further erode their profitobility.

Commitlee Observolion
The Commitlee ogreed wilh the slokeholder lo incenlivize lhe lourism seclor hence
lhe exemptions should remoin

3.2.144 JACKLINE NDEVE
Clouse 20 (b) (iiD

sss. Delete the proposol io subject VAT on Air Tickeling. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges, increosing operoting costs. Notobly, the VAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
internotionol ogents, ond online trovel ogents (OfAs). This creotes on uneven ploying
field ond drives businesses owoy from locol providers. This policy chonge is

porticulorly detrimentol os trovel ogents operote on ihin morgins, ond the increosed
VAT will further erode their profitobility.

Commitlee Observolion
The Commitlee ogreed with the slokeholder lo incenlivize lhe lourism seclor hence
the exemplions should remoin

3.2.I45 JOSHUA MUNYAO
Clouse 20 (b) (iii)

ss+. Delete the proposol to subject VAT on Air Tickeiing. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significontly impocting the oir trovel secior. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges, increosing operoting costs. Notobly, the VAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
internotionol ogents, ond online trovel ogents (OTAs), creoting on uneven ploying
field ond driving businesses owoy from locol providers. This policy chonge is

porticulorly detrimentol os trovel ogents operote on thin morgins, ond the increosed
VAT will further erode their profitobility.

Commlttee Observotlon
The Commitlee ogreed wlth the slokeholder lo lncenllvlze lhe lourlsm seclor hence
lhe exemplions should remoin
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3,2,146 SHABINA MUGHAI
Clouse 20 (b) (lil)

535. Delete the proposol to subjecl VAT on Air Ticketing. The proposed VAT rote increose
will roise the cost of domeslic ond iniernotionol trovel within ond oulside Kenyo,
significontly impocling the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges, increosing operoting costs. Notobly, the VAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
internotionol ogents, ond online trovel ogents (OIAs). This creotes on uneven ploying
field ond drives businesses owoy from locol providers. This policy chonge is

porticulorly detrimentol os trovel ogents operote on thin morgins, ond the increosed
VAT will further erode their profitobility.

Commitlee Observolion
The Commitlee ogreed with the slokeholder lo incenlivize lhe lourism seclor; hence
lhe exemplions should remoin.

3.2.147 EDNA MWALWALA
Clouse 20 (b) (iii)

536. Delete the proposol to subject VAT on Air Ticketing. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges, increosing operoting costs. Notobly, the VAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
internotionol ogents, ond online trovel ogents (OTAs), creoting on uneven ploying
field ond driving businesses owoy from locol providers. This policy chonge is

porticulorly detrimentol os trovel ogents operote on thin morgins, ond the increosed
VAT will further erode their profitobility.

Commltlee Observotion
The Commitlee ogreed wilh the slokeholder lo incenlivize lhe lourlsm seclor hence
lhe exemplions should remoin

3.2.I48 VERITY CHAO
Clouse 20 (b) (iii)

rsz. Delete the proposol to subject VAT on Air Ticketing. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges, increosing operoting costs. Notobly. the VAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
internotionol ogents, ond online trovel ogents (OTAs), creoting on uneven ploying
field ond driving businesses owoy from locol providers. This policy chonge is

porticulorly detrimentol os trovel ogents operote on thin morgins, ond the increosed
VAT will further erode their profitobility.

Commlllee Observollon
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The Commltlee ogreed wllh the stokeholder lo lncenlivize lhe lourlsm seclor hence
the exemptlons should remoln

3,2,149 PIVOT TRAVEI. SOTUTIONS TIMITED

Clouse 20 (b) (iii)

;sa. Delete the proposol lo subject VAT on Air Ticketing. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges, increosing operoting costs. Notobly, the VAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
internolionol ogents, ond online trovel ogents (OIAs). This creotes on uneven ploying
field ond drives businesses owoy from locol providers. This policy chonge is

porticulorly detrimentol os trovel ogents operote on thin morgins, ond the increosed
VAT will further erode their profitobility.

Commitlee Observolion
The Commitlee ogreed wlth the slokeholder lo incenlivize lhe lourlsm seclor hence.
lhe exemplions should remoin

3.2.150 MtMt HtRANT

Clouse 20 (b) (iii)

sss. Delete the proposol to subject VAT on Air Ticketing. Ihe proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges, increosing operoting costs. Notobly, the VAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
internotionol ogents, ond online trovel ogents (OTAs), creoting on uneven ploying
field ond driving businesses owoy from locol providers. This policy chonge is

porticulorly detrimentol os trovel ogents operote on thin morgins, ond the increosed
VAT will further erode their profitobility.

Commitlee Observollon
The Commitlee ogreed wilh the slokeholder lo incenllvize lhe lourism seclor hence
lhe exempllons should remoin

3.2.I5I ELIZABETH MWEU
Clouse 20 (b) (lii)

54,o. Delete the proposol lo subject VAT on Air Ticketing. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges, increosing operoting costs. Notobly, the VAT
increose torgeh only locol oir ticketing service providers, excluding oirlines,
internotionol ogents, ond online trovel ogents (OTAs). This creotes on uneven ploying
field ond drives businesses owoy from locol providers. This policy chonge is
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porticulorly detrimentol os trovel ogents operote on thin morgins. ond the increosed
VAT will further erode their profitobility.

Commitlee Observolion
The Commitlee ogreed with the slokeholder lo incenlivize lhe lourism seclor; hence
lhe exemplions should remoin.

3.2,152 RODRICK TUCHETU

Clouse 20 (b) (iii)

s+r. Delete the proposol to subject VAT on Air Ticketing. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges, increosing operoting costs. Notobly, the VAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
internqtionol ogents. ond online trovel ogents (OTAs), creoting on uneven ploying
field ond driving businesses owoy from locol providers. This policy chonge is

porticulorly detrimentol os trovel ogents operote on thin morgins, ond the increosed
VAT will further erode their profitobility.

Commitlee Observotion
The Commitlee ogreed with lhe slokeholder lo incenlivize lhe lourism seclor hence
lhe exemplions should remoin

3.2.I53 GITUMA NTURIBI
Clouse 20 (b) (iii)

r+e. Delete the proposol to subject VAT on Air Ticketing. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges, increosing operoting costs. Notobly, the VAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
internotionol ogents, ond online trovel ogents (OIAs). This creotes on uneven ploying
field ond drives businesses owoy from locol providers. This policy chonge is

porticulorly detrimentol os trovel ogents operote on thin morgins, ond the increosed
VAT will further erode their profitobility.

Commitlee Observolion
The Commltlee ogreed wlth the slokeholder lo incentlvize lhe lourism seclor. Hence,
lhe exempllons should remoin.

3.2.154 BERYL OMONDT
Clouse 20 (b) (lll)

r+s. Delete the proposol to subject VAT on AirTicketing. The proposed VAT rote increose
will roise ihe cost of domestic ond internotionol trovel wiihin ond outside Kenyo,
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges. increosing operoting costs. Notobly, the VAT
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increose torgets only locol oir ticketing service providers, excluding oirlines,
internotionol ogents, ond online trovel ogents (OTAs). This creotes on uneven ploying
field ond drives businesses owoy from locol providers. This policy chonge is

porticulorly detrimentol os trovel ogents operote on thin morgins, ond the increosed
VAT will further erode their profitobility.

Commitlee Observolion
The Committee ogreed with the stokeholder lo incenlivize the lourism seclor hence
lhe exemptions should remoin

3.2.I55 DINAH CHETANGA
Clouse 20 (b) (iii)

s++. Delete the proposol to subject VAT on AirTicketing. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges, increosing operoting costs. Notobly, the VAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
internolionol ogents, ond online trovel ogents (OTAs), creoting on uneven ploying
field ond driving businesses owoy from locol providers. This policy chonge is

porticulorly detrimentol os trovel ogenis operote on thin morgins, ond the increosed
VAT will further erode their profitobility.

Commitlee Observolion
The Commitlee ogreed with the slokeholder lo incenlivize lhe tourism seclor hence
lhe exemplions should remoin

3.2.I56 KATIDINDI RAJU
Clouse 20 (b) (iii)

s+s. Delete the proposol to subject VAT on Air Ticketing. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges, increosing operoting cosis. Notobly, the VAT
increose torgets only locol oir iicketing service providers, excluding oirlines,
internotionol ogents, ond online trovel ogents (OfAs). This creotes on uneven ploying
field ond drives businesses owoy from locol providers. This policy chonge is

porticulorly detrimentol os trovel ogents operote on thin morgins, ond ihe increosed
VAT will further erode their profiiobility.

Commltlee Observotlon
The Commltlee ogreed with lhe slokeholder lo incenllvlze the lourlsm sector; hence
lhe exempllons should remoln

3.2.157 ARWA SHEKAT TAYABALI
Clouse 20 (b) (lll)
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546. Delete the proposol to subjecf VAT on Air Ticketing. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significontly impocting the oir kovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirporl chorges, increosing operoiing costs. Notobly, the VAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
internotionol ogents, ond online trovel ogents (OIAs). This creotes on uneven ploying
field ond drives businesses owoy from locol providers. This policy chonge is
porticulorly detrimentol os trovel ogents operote on thin morgins, ond the increosed
VAT will further erode their profitobility.

Commitlee Observolion
The Commitlee ogreed with the slokeholder lo incenlivize lhe lourism sector hence
lhe exemplions should remoin

3.2.I58 PATRICK MAINA KAMANGA
Clouse 20 (b) (iii)

r+2. Delete the proposol to subject VAT on Air Ticketing. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo.
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges, increosing operoting costs. Notobly. the VAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
internotionol ogents, ond online trovel ogents (OIAs), creoting on uneven ploying
field ond driving businesses owoy from locol providers. This policy chonge is
porticulorly detrimentol os trovel ogents operote on thin morgins, ond the increosed
VAT will further erode their profitobility.

Commitlee Observolion
The Commitlee ogreed with the slokeholder lo incenlivize lhe lourism seclor; hence
lhe exemptions should remoin

3.2.I59 MARTIN BARASA
Clouse 20 (b) (iii)

r+s. Delete the proposol to subject VAT on Air Tickeling. The proposed VAT rote increose
will roise the cost of domestic ond internotionol trovel within ond outside Kenyo,
significontly impocting the oir trovel sector. Ticket prices will rise due to higher VAT
ond odditionol indirect oirport chorges, increosing operoting costs. Notobly, the VAT
increose torgets only locol oir ticketing service providers, excluding oirlines,
internotionol ogents, ond online trovel ogents (OTAs). This creotes on uneven ploying
field ond drives businesses owoy from locol providers. This policy chonge is

porticulorly detrimentol os trovel ogents operote on thin morgins, ond the increosed
VAT will further erode their profitobility.

Commltlee Observollon
The Commltlee ogreed wlth the stokeholder lo incentivlze lhe lourism seclor hence
lhe exempllons should remoln
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3.2.160
Clouse 5

pRTcEWATERHOUSECOOpERS LTMTTED (PWC)

sEs. Amend the proposol through on introduction of o threshold in line with internotionol
best proctice. perhops motching ihe VAT registrotion threshold. below which the
non-residents will not be required to poy the significont economic presence tox.
Further, they proposed on olignment between clouse 4,13 ond l5 on Withholding
tox.

Commltlee Observolion

The Commltlee observed thot digitol service providers typicolly enjoy higher profit
morgins since lhey hove lower operolionol expenses lhon businesses wilh o physicol
presence. Consequenlly, lhe purpose of lhe increose is lo odjusl lhe deemed profil
lo reflecl whol il would hove been if lhese componies did not benefil from reduced
produclion cosls.

3.2.I6'I IRVINE'S KENYA TIMITED
New Clouse

sro. Amend the Excise Duty Act to consider the exemption on the excise duty rote of
25% on fertilized hotching eggs for incubotion (HS Code 0407.11.00) originoting from
EAC countries. A hotching egg is not the finol product. Rother, it is o row moteriol
used in the incubotion to produce o live doy-old- chick. For Eost Africo to ensure
food security in the long term ond increose chicken consumption ocross the EAC
there needs to be free movement of row moteriols ocross the region.

Commitlee Observollon
The Commltlee noled lhe stokeholder's proposol ond recommends exempling eggs
meont for holchlng os opposed lo loble eggs.

3.2.162
Clouse 5

WESTMINISTER CONSULTI NG

r.rr. Westminister supports this proposol introduce o "Significont Economic Presence
Tox" opplicoble to Non+esidents eorning income from providing services in Kenyo
vio the digitol morketploce. Considering the noture of business tronsoctions. it moy
be virtuolly impossible to trock ond hold occountoble the innumeroble kovel ogents
oll over the world working in offiliotion to the Notionol conier.

Clouse 7

ssq.The stokeholder supported the proposol by noting thot these provisions ought to
hove been introduced ot the point when these contributions were constituted.
Westminister recommends thot these provisions ore bockdoted to the effective dote
of the respective deductions so thot the expense for ihe some is not unfoirly borne
by the employer ond os o show of foirness ond equity. Recent medio reports show
shocking numbers of loy-offs ond restructuring by lorge corporotions in o bid to
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monoge their poyroll costs. This move will definitely support ond encouroge
employers.

Clouse I
rss. The stokeholder supported the proposol stoting thot it is o positive initiotive to

encouroge higher contributions to individuol retirement funds. The proposol olso
supports government efforis to promote retirement sovings ocross diverse groups,
including self-employed individuols. lmplementolion of the proposol is expected to
result in higher pension contributions os employees will utilize increosed thresholds.

Clouse l8(b)

ss+. Westminister proposed o deletion of the proposol on the removol of the provision
enobling monufocturers to cloim refunds for excess input tox from supplies to officiol
oid-funded projects opproved by the Cobinet Secretory, Notionol Treosury &
Economic Plonning. This chonge moy impoct monufocturers engoged in such
projects, potentiolly leoding to finonciol implicotions for these eniities os supplies to
such project ore exempt from VAT ond the monufocturers will not be eligible for VAT
input cloim on the some.

Commitlee Observolion
The Commitlee noled lhot lhis is o revenue-roising meosure.

Clouse 20 (o) (i lii,iv,vii)

555. Delete the proposols to remove the exemption on oircroft ports in the oirline industry
in the country becouse they ore detrimentol to the tourism sector. ln o developing
economy such os Kenyo, oirlines form o vitol element of the tronsport infrostrucfure.
They provide the only worldwide tronsportotion network essentiol for tourism ond
globol business. Every yeor, The Jomo Kenyotto lnternotionol Airport hondles more
thon 8 million possengers, mostly tourists or business possengers visiting ond leoving
Kenyo.

sse. Westminister odded thot the mojority of oirlines globolly ore operoted not for profit
but to promote tourism ond other government ogendos. ln return the government
hos provided subsidies ond reduced the cost of operotions by exempting oll toxes to
remoin compelitive. Other governments olso offer subsidies for viso processing fees
to ottroct tourist to their countries. These countries ore better ploced ond supported
in terms of infrostructure, lorge-scole equipment, tox incentives, ond direct ond
indirect interventions to reduce costs incurred by their oirlines.

557.Ihe slokeholder outlined o comporison with other countries in terms of the relief
meosures put in ploce by their respective governments, which reveoled thot most
governments ore supporting their oviotion industry through direct finonciol oid, tox
reliefs, ond loons. The lnternotionol Air Tronsport Associotion (IATA) hos olso been ot
the forefront in oppeoling to governments to put in ploce relief meosures to oid the
oirline industry os the impocts of the COVID-19 crisis in Africo deepen.
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558. Additionolly, most multinotionol componies hove been using Kenyo os o lounching
pod of their ventures into the Africon morkets due to the odded benefits thot Kenyo
hos to offer. Our offiliotions to the developed countries ond locol set-ups of
prominent world orgonizotions like the United Notions, presence of o high number of
internotionol embossies ore some of the foctors thot hove olwoys ploced Kenyo ot
o higher level thon our neighbors. However, we expect oll these multinotionols to be
more opportunistic ond looking for the best offers in the globol morket to support
their internotionol trode.

rss. Wesiminister Consulting recommended the deletion of the proposols ond
oppeoled for support for the oviotion industry in Kenyo to enoble the oirlines to
remoin ofloot omid other foctors thot hove been oiling the industry.

Commitlee Observolion
The Commitlee ogreed with the proposol lo delele lhe clouse noting lhot mosl oirline
operolors offer moinlenonce ond repoir operotions lo severol inlernolionol ond
domeslic oirlines in Kenyo. ln oddition, lhe Commitlee observed lhot o lox on oircroft
spore porls would leod lo high cosl of operolion of oirlines in Kenyo lhus moking lhe
counlry uncompelilive os o regionol hub. ln lhis regord the Committee proposes lo
review lhe proposol in the Bill.

crAUsE 18

roo.THAT, clouse lS of the Bill be omended by odding the following new porogroph
immediotely ofter porogroph (b)-
(c) in subsection (5). by odding the following new porogroph immediotely ofter
porogroph (e)-
(eo) in the cose of o toxoble supply thot is zero-roted or exempted, such excess

orose on occount of permonent credit position in fovour of o registered person
due to the difference between the rote opplicoble on the I st July, 2022, ond o
lower rote of tox ond thot such credit position existed on the dote thot the
toxoble supply become zero-roted or exempted:
Provided thot notwithstonding the provisions of subsection (5), o registered
person who incurred such o credit sholl opply to the Commissioner for relief
within six months ofter the commencement of this provision.

Committee Observolion
The Commitlee ogreed with the stokeholder's proposol.

Clouse 20 (o) (vili)

56r. Delete the proposol ond reinstote the exemption for denotured ethonol to
encouroge its supply insteod of illicit substitutes thot penetrote the morket when the
cost of denotured ethonol goes higher. The stokeholder olso recommends
exemption from VAT of inputs or row moteriols locolly purchosed or imported by
monufocturers of denotured ethonol os opproved from time to time by the Cobinet
secretory responsible for Agriculture.
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562. ln Kenyo, the sugor ond sugor by-products industries stond os fundomentol pillors
of the economy, contributing significontly to employment, rurol development, ond
food security. This sector, with o rich history doting bock to the eorly 20th century,
ploys o pivotol role by offering livelihoods to thousonds of Kenyon fomilies ond
qddressing our notion's economic needs. Specificolly focusing on deriving ethonol
from sugor crops, such os sugorcone, propels the growth of the ogro-processing
sector, oligning with the Eost Africon Community's vision for volue oddition within the
community. This opprooch ensures o stoble morket for our sugor producers.
contributing to the sustoinobility of the sugor industry ond improving formers'
livelihoods

Commitlee Observolion
The Commitlee ogreed with the stokeholder's proposol.

ctAUsE 20

56s. THAT, clouse 20 of the Bill be omended-
(o)in porogroph (o)-

(i) by deleting item (i);
(ii) in item (ii), by inserting the words "including ports" immediotely ofter the

expression "Chopter 88";
(iii) by deleting item (iii);
(iv) by deleting item (vi);
(v) in item (x). by odding the following new items immediotely ofter the proposed

new item I 52-
153. The supply of denotured ethonol of toriff number 2207.20.00.
)54. lnputs or row moteriols locolly purchosed or imported by monufocturers
of ethonol os opproved, from time to time, by the Cobinet Secretory
responsible for motters reloting to industry.

(b)in porogroph (b) by deleting item (ii).

Commitlee Observotion
The Commitlee ogreed with the slokeholder's proposol

Clouse 20 (o) (ix)

se+. Delete the proposol becouse the VAT exemption is o mere cosh flow boosting
mechonism thot ollows investors to free up cosh flow to fund working copitol
requirements where they would cloim the some VAT over o period of time ogoinst
their soles. As on economy groppling for foreign direct investment, it is criticol thot
the government encouroges investors of such mognitude to continue investing in the
country.

Commltlee Observqlion
The Commitlee noted lhe proposol ond recommended considerolion of lhis motler
in fulure leglslollon.

Clouse 25 (o) (i) (c)
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56s. Delete the proposol on the introduction of excise duty on cool, becouse cool is o
row moteriol utilized ocross vorious sectors ond ony increment could homper the cost
of production. One of the key sectors where cool is utilized is in the construction
industry, in porticulor in the monufocture of clinker - o row moteriol for production of
cement ond the negotive impoct this omendmenl will hove on the entire supply
choin if it is odopted.

soo. The proposol will offect the quolity of construction where higher costs will eosily
tronslote to poor quolity cement ond olso steel thot still utilises cool in its

monufocturing process. Additionolly, the Government's ogendo on offordoble
housing will definitely be impocted by increosed cosl of inputs os proposed.
lmportotion of clinker os opposed to locol monufocturers will definitely homper the
foreign exchonge situotion thot is being oddressed with more imports.

Commitlee Observotion
The Commitlee noled thot the proposed excise duty of KShs. 27000 per MT is woy
obove lhe cosl of cool in inlernotionol morket. Therelore, lhere is need to review lhe
proposed excise duty.

Clouse 25 (o) (i) (c)

soz. The stokeholder supports the proposol to impose excise duty on imporled prinling
ink in the spirit of supporting locol monufocturers ond locol purchose of whot con be
produced locolly. Westminister Consulting ocknowledged thot trode supports key
sectors of the Kenyon economy, including ogriculture, monufocturing ond service
industries. ln oddition, trode olso ploys o pivotol role in poverty reduction through
employment creotion. For these reosons, omong others, trode is o key component
of the economic pillor if the overoll Kenyo Vision 2030 hos to be reolized. The
deepening ond exponsion of both regionol ond continentol morkets, in porticulor,
the operotionolizotion of the Eost Africon Community Common Morket Protocol,
provides o unique opportunity for Kenyo to re-ossess the fundomentol focets of the
notion's trode regime with o view to ensuring its competitive growth. The government
con only ensure our monufocturers ore competitive buy providing them with the
necessory supporl ogoinst cheoper imports.

Commltlee Observollon
The Commitlee ogreed with the slokeholder

Clouse 26

soa. Delete the proposol ond retoin the L5% rote for locol monufocturers to support key
industries locolly. increosing the roilwoy development levy will tronslote to on
increosed cost of production for locol monufocturers who import vorious row
moteriols. This will moke it more costly to supply to the locol morket ond render locol
monufocturers uncompetitive in the globol morkeh.

Commltlee Observollon
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The commlllee noled thot the proposed omendmenl ln respecl of the RDL hos been
increosed morginolly. The oddllionol money collected for lhe proposed lncreose
sholl be commitled lo developing on electric light roil syslem within the big
mekopolis in Kenyo. The Committee, however, proposed o new role of 27o.

New proposed omendmenls

.ros. Amend by inserting the following new clouse immediotely ofter clouse 29-
29A. Section l2 of the Volue Added Tox Act, 2013, is omended in subsection
(l ), by odding the following proviso: "provided thot in the cose of o notionol
flog conier, the time of supply sholl be the dote on which the goods ore
delivered or services performed."

Commlllee observolion.
The Commltlee ogreed wlth the slokeholder.

Clouse 43(o)(iii)

57o.Amend clouse a3(o)(iii) the proposol to reod os follows: "by inserting the word
imporled immediotely before the toriff description "Arllcles of ploslic of toriff heoding
3923.30.00" ond by inseriing the expression "ond 3923.90.90" immediotety ofter the
expression "3923.30.00" oppeoring in the toriff description "Arlicles of p/osfic of toriff
heoding 3923.30.00". The Finonce Acl,2022 mode o mistoke by refening to the
provision thot wos being omended os "lmporf ed Arlicles of p/osflc of toriff heoding
3923.30.00" . However, Ihe 2O2l Finonce Act did not refer to imported plostic orticles.
rhe 2022 omendment wos worded in such o woy os to infer thot the 2o2l Finonce
Act introduced excise duty only to imported plostics. The current proposol will be
moot os it is seeking to omend o provision of the low thot is non-existent in the first
ploce.

Commltlee obseryollon.
The Commltlee ogreed wlth the slokeholder.

szr. lmported plotes of plostic of toriff heoding 3919.90.90,3920.t0.90, 3920.43.90,
3920.62.90, 3921 .19.90 being levied 25% excise duty
Commitlee observolion
The proposols were occepted by the Committee.

Amend secllon l7 of the VAT Act- IPG lndustry

rzc. lntroduce o provision ollowing for refund of the permonent credit position orising for
the sector os o result of the restrictive noture of the low os provided for underSection
17 of the VAT Act. This meosure will go o long woy in supporting componies hove
odequote coshflows to sustoin their business octivities thot ore criticol to the niche of
the morket they serve - the locol mwononchi.
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Commltlee Observollon
The Commltlee noled lhe proposol ond recommends conslderollon of thls motler ln
fulure legislolions.

3.2.163
Clouse 2(d)

rAw socrETY or KENYA (rsK)

szs. The LSK recommends thot this proposol be deleted ond the current definition of
royolty be mointoined to ensure thot it oligns with internotionol best proctices ond to
ovoid plocing on unfoir tox burden on softwore distributors. which could potentiolly
increose their cost of doing business ond, which would ultimotely be possed onto the
finol consumers.

Commltlee Observollon
The Commitlee wos of o dlflerenl vlew lhol lhe provision does nol deol wilh soflwore
diskibulion.

Clouse 5

rz+. The LSK proposed introducing o threshold bosed on quontum ond the user-bosed
definition for SEP to clorify how the significont economic presence is estoblished to
ovoid creoting o cotch-oll mechonism. Additionolly, the deemed toxoble profit be
set ot 5%, ensuring thot the effective tox rote remoins oI 1.5%.

Commitlee Observolion
The Commltlee observed lhot digitol service providers typlcolly enjoy hlgher profit
morgins since they hove lower operotionol expenses lhon businesses wilh o physicol
presence. Consequenlly, lhe purpose ol lhe lncreose ls lo odjusl lhe deemed prolll
lo reflecl whot it would hove been lf lhese componles did nol benefll from reduced
producllon cosls,

Clouse 1 3(o)

575. The LSK proposed thot exemptions from these provisions be introduced on o
revenue bosis to cushion genuine smoll ond medium sized enterprises (SMEs).

Specificolly, suppliers of goods volued ot Kshs. 1 million ond below should not be
sublected to withholding tox.

Commltlee Observollon
The Commitlee noled lhe proposol ond recommends conslderollon of lhls motler in
future legislotlons.

Clouse 13(b)

szo. The LSK proposed thot the clouse be deleted becouse due to the slim profit morgins
thot offect digitol morketploce os they intend to copitolise on volumes, we might
see significont increose in the prices of goods ond services distributed through digitol
plotforms hompering the odoption of e- commerce in Kenyo. Further, the high rote
for non-resident entities moy discouroge potentiol investors from getting into the
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morket ond exponding o steodily exponding sector which is still in its budding stoges
of growth.

Commitlee Observollon
Ihe Commltlee noted lhe concerns however lhe provision is inlended lo improve
compllonce ond lhe role ls quile low.

Clouse l8(b)

szz.The LSK proposed thot the clouse be deleted becouse the proposol could
undermine the cost-efficiency of oid{unded projects os monufocturers will seek lo
poss ony odditionol costs to the oid funded projects. Additionolly. this could leod to
increosed operotionol costs for monufocturers ond project implementers, negolively
offecting oid f unded projects.

Commltlee Observolion
The Commltlee noled thot this is o revenue roising meosure.

Clouse I 9

sze. The LSK propose thot the omendment be retoined

Clouse 20 (o) (l), (iii), (vi)

szs. The LSK proposed thot the clouse be deleted becouse the proposols ore likely to
result in on increose in costs in the oviotion sector.

Commillee Observolion
The Commltlee ogreed wlth lhe proposol lo delete lhe clouse nollng lhol mosl oirllne
operolors offer moinlenonce ond repolr operollons lo severol inlernollonol ond
domesllc olrllnes ln Kenyo. ln oddition, the Commltlee observed lhol o lox on olrcrofl
spore porls would leod lo high cosl of operollon ol oirllnes ln Kenyo lhus moklng lhe
country uncompelilive os o regionol hub. ln lhis regord lhe Committee proposes lo
review lhe proposol in the Bill.

Clouse 20 (o) (ll)

sao. The LSK propose thot the omendment be retoined.

Clouse 20 (o)(vll)

rer. The LSK propose thot the clouse be deleted becouse removol of VAT exemptions
in the tourism sector is likely to dompen investment prospects in the sector, despite
tourism's substontiol contribution to the country's GDP.

Commlllee Observollon
The Commltlee ogreed wlth the slokeholder lo incenllvlze lhe lourism seclor hence
lhe exempllons should remoin

Clouse 20 (o)(vlll)
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58s. The LSK proposed thot the clouse be deleted becouse removing exempt stotus of
toxoble goods supplied to persons thot hod on ogreement or controct with the
Government prior to 25th April 2O2O where the ogreement or controct provided for
exemption from volue odded tox controdicts the legitimote expectotion of the
porties involved ond controdicts the controcts. Ihis is controry to the constitutionol
principles of foirness ond certointy in imposing tox.

Commitlee Observotion
The Commitlee noled thot the provision occords lox exemplions, which is nol
necessorily foir lo olher loxpoyers, nor is it good for lhe mobilizolion ol revenue. Thus,

lhe Commitlee reloined lhe proposol os is in lhe bill.

Clouse 20 (o)(ix)

ses. The LSK propose thot the clouse be deleted becouse removing exempt stotus on
copitol goods used in monufocturing will olso discouroge investment in
monufocturing

Commitlee Observolion
Ihe Commitlee noled lhe proposol however, lhey recommends exempllon of lhese
goods wlll porlly reduce lhe cosls of lhe inpuls ond furlher reduce lhe burden ol lox
relunds.

Clouse 20 (o) (iv)

ra+. The LSK notes thot the proposol is welcome. However, they recommend thot the
supplies be zero roted noting thot providing exempt stotus will deny monufocturers
the opportunity to deduct input tox, thus looding the costs onto the consumer. The
need to oddress period poverty ond gender tox inequolities connot be
overemphosized, ond this is best ochieved by zero- roting these suppliers.

Commltlee Observollon
Ihe Commitlee noled thot the proposol is nol lo subjecl monufoclurers lo VAT bul to
exempl lhem

Clouse 20 (o) (x)

E8E. The LSK propose thot the clouse be deleted becouse removing these products from
zero-roted stotus to exempi stotus is odverse, os it will deny suppliers the much-
needed opportunity to cloim input tox. This will likely result in ihe costs being possed
on to formers, leoding to on increose in food prices.

Commltlee Observollon
The Commltlee noled lhe proposol however, lhey recommends exempllon ol lhese
goods wlll porlly reduce lhe cosls ol lhe inpuls ond furlher reduce lhe burden of lox
refunds.

Clouse 20 (b) 0i). (iii). (lv) & (v)
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586. The LSK propose thot the clouse be deleted becouse introducing tox on the hiring,
leosing, ond chortering of oircroft will odversely offect the oviotion sector by roising
costs. Furthermore, imposing tox on oir ticketing, pork entry fees, ond tour operotor
services will negotively impoct the tourism sector, discouroge the use of entry porks,
reduce the use of tour operotors, ond potentiolly prejudice employment
opportunities. lnlroducing tox on oir ticketing services by trovel ogents will
discouroge the use of trovel ogents, leoding to o loss of employment ond
commerciol opportunities.

Commitlee Observollon
The Commitlee ogreed with the slokeholder lo incentivize lhe lourism seclor hence
lhe exemplions should remoin

Clouse 20 (b) (i)

saz. The LSK proposes thot the clouse be retoined.

Clouse 20 (b) (vi)

588. The LSK propose thot this supply be zero roted noting thot in os much os on
exemption on the tronsfer of o business os o going concern moy be intended to
cushion the buyer who incurs vAT costs ond is thus welcomed os o step in the right
direction, it will. however, preclude the seller from cloiming input tox. Therefore, it
would be more beneficiol for the tronsfer to be zero-roted.

Commitlee Observolion
The Commitlee noled lhe proposol however, lhey recommends exemplion of lhese
goods will porlly reduce lhe cosls of lhe inpuls ond lurlher reduce lhe burden of lox
relunds.

Clouse 2l

5se. The LSK propose thot the clouse be deleted becouse it will deny suppliers the much-
needed opportunity to cloim input tox. This will likely result in the costs being possed
on to formers, leoding to on increose in food prices.

Commitlee Observollon
The Commitlee noled lhe proposol however, lhey recommends exemplion of lhese
goods will porlly reduce lhe cosls of lhe inpuls ond furlher reduce lhe burden of lox
refunds.

Clouse 22

sgo. The LSK stoted thot the proposol remoins uncleor on how its implementotion sholl
occur, especiolly on whether the non-resident persons sholl be required to register
ond be licensed to provide excisoble services. As such, Guidelines/ Regulotions be
issued to give clority on the implementotion ospect.

Commltlee Observotlon
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The Commlllee wos of o different vlew ln thol lhe intention of the provision wos to roise
revenue for the governmenl. Further, the Committee noted lhot the tox is being imposed on
the owner of lhe dlgltol plolform ond nol on locol users.

Clouse 24

ssr. The proposol is welcome os it will provide toxpoyers with omple complionce time
to remit excise duty to the Commissioner. Additionolly, the omendment is expected
to eose the cosh flow constroints cunently foced by monufocturers of olcoholic
beveroges, who ore required to remit excise duty poyments within twenty-four hours
of removing goods from ihe stockroom, often before receiving poyment from
purchosers.

Clouse 25 (b) (i)

sse. The LSK proposed thot the clouse be deleted becouse this chonge will directly
impoct the costs ossocioted with telephone ond internet services. Considering the
cruciol roles ihot internet doto ond telephone services ploy in business operotions,
this proposed omendment is expected to hove on odverse impoct on the overoll
cost of doing business in Kenyo.

Committee Observolion
The Commitlee ogreed wilh the slokeholder's proposol to delele lhe clouse ond
mqinlqin lhe currenl role of l5%. This will help curb lhe increose in consumer prices
ond supporl lhe Bollom-Up Economic Tronsformolion Agendo (BEIA) plllor on
promolion ol the digitol superhighwoy ogendo.

Clouse 26

sss. The LSK proposed thot the clouse be deleted noting thot whilst o higher RDL is

oimed of increosing revenue for the Government, on increose in RDL will directly
increose the cost of imporls, os importers will poy more for goods brought into the
country. This is likely to result in higher prices for goods, porticulorly those thot ore
essentiol or commonly imported. lmporters will likely these costs to consumers,
potentiolly cousing inflotion in the price of imported goods ond consumer goods in
generol.

Commitlee Observollon
The Commitlee noled thol the proposed omendmenl ln respecl of lhe RDL hos been
increosed morglnolly. Ihe oddllionol money collecled on occounl of lhe proposed
lncreose sholl be commilled lo lhe developmenl of eleclrlc llght roll syslem wllhln
the blg melropolls ln Kenyo. The Commltlee however, proposed o new role ol 27o.

3.2.164 RSM (EASTERN AFRTCA) CONSUTTTNG rTD (TAX LAWS)
Clouse 2(e)

rs+. Amend the proposol os follows:

"by deleting the definition of "wife's employment income ond wife".

sg.r. The reoson for the is omendment is to complete the cleon-up process'
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Commitlee Observollon
The Commltlee ogreed wilh the slokeholder's proposol.

Clouse 3(b)(i)

sse. Amend the proposol to reod:

"(f) seventy lwo fhousond shi//ings per employee, per yeor on the volue of
meo/s served by the employer, whether lhe meols ore supplied by the
employer or nol, within his premises to employees in o conteen or cof eterio
operoted or esiob/ished by the employer or provided by o thtd porly who
is o regislered toxpoyer, whether lhe meo/s ore supplied in lhe premises of
lhe employer or the premises of fhe thtd pony, shol/ be exc/uded in the
colculotion of his goins or profits subject lo such condilions os fhe
Commissioner moy specify" .

Commitlee's Observolion
The Commitlee noled lhe slokeholder's proposol. However, lhe rotes provided in
the bill which bolonces lhe revenue colleclion with the exemplions gronled.

Clouse 6 (12G.) (5)

ssz. Amend the Clouse os follows

"odlusted covered foxes" of o covered person for the yeor of income sholl
be equol to the cunent lox expense occrued in ils occounting nel income
or /oss with respecl fo covered toxes for the yeor of income odjusted by:
ihe nel omounf of its oddilions to covered loxes for fhe yeor of income ond
reductions to covered loxes for the yeor of income, ond totol deferred lox
odi uslment omount"

Juslificolion

This revised definition provides certointy especiolly to MNEs who rely on OECD
definitions for their globol operotions without giving the Commissioner too much
room to odjust the definitions which moy not be in line with OECD guidelines.

Committee Observolion
The Commitlee noled thot the definllion of "odjusled covered loxes" os provided in
lhe bill is odequole.

Clouse la(b) ond (c)

5e8. Delete the proposols becouse by introducing this omendment, the income will be
subjected to double toxotion os the income of the kust will be toxed ond the some
will be toxed upon distribution to the beneficiories. Fomily trusts ore generolly formed
for estote plonning. Cunently, trust income is toxed when distributed to beneficiories.

Commitlee Observollon

Reporl on lhe considerotlon of Tox Lows (Amendmenl) Bill, 2024 (Notlonol Assembly Bllls No.
47 ol2O24l,



The Commltlee noled thot the prlnclpol income of o fomlly husls comprises of ossets
lhol lnclude cosh konsferred lnlo lhe husl by the setllor, os such should nol be
considered os on lncome of lhe husl ond lherefore nol subjecl lo lox.

Clouse'1s(bxii)
sss. Amend the Clouse include the following proviso:

"Provided thot the withholding tox deducted under this porogroph sholl be
o finol tox."

Jusllllcollon

The proposol seeks to subject to tox interest income orising from ony of the obove
investment securities thot will be put in ploce ofter the proposed chonge comes inlo
effect. However, this Bill does not clorify whether the WHT deducted on the interest is

o finol tox, or whether the bond-holder would be subjected to further toxotion. We
therefore propose to include o proviso in the porogroph, to expressly stote thot the
WHT deducied on the interest from these bonds would be o finol tox.

Commitlee Observqlion

The Commitlee noled the stokeholder'g concerns however, il wos of o differenl view
lhol loxing lhese securilies will moke lhem unotlroclive hence recommends deleling
lhe clouse

Clouses 2O(oXvii) ond 20(b) (ii) (iv) ond (v)

ooo. Delete the proposols. This combined with the recent significqnt increoses in entry
fees to notionol porks ond bed nights would leod to on increosed cost to tourists,
which would moke Kenyo o less ottroctive tourist destinotion, which moy negote the
goins thot the sector hos seen over the period. should these proposols come to poss.
There is olso ombiguity on ploce of supply for oir ticketing os it would creote
unfoirness in the pricing of the some ticket if booked from different locotions.

Commitlee Observollon
The Commitlee ogreed wilh lhe slokeholder to lncenlivize lhe lourlsm seclor hence
the exemplions should remoin

Clouse 25(bXi)

oor. Reject the proposol becouse telephone, internet ond money tronsfer services os
essentiol in trode ond sociol spheres (e.g sending money to dependonts). The hike in
internet ond telephone service costs could result in o decreose in iheir usoge ond o
heovier burden given thot severol complionce obligotions (such os filing tox returns
ond submitting doto vio eTIMS) con only be done over the internet.

Commltlee Observollon
The Commltlee ogreed with the slokeholder's proposol lo delete lhe clouse ond
molnloln the cunenl role of l5%. Thls wlll help curb lhe increose ln consumer prlces
ond supporl lhe Botlom-Up Economlc Tronsformollon Agendo (BETA) plllor on
promollon of the dlgllol superhlghwoy ogendo.
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NEW PROPOSATS

6oe. Under Clouse l2(3), insert the following new sub sections: -

"(4) the tox in respect of o quolifying interest sholl be chorged ot the rote
specified in the Third Schedule ond sholl not be subject to further toxotion"

"(5) the tox in respect of o quolifying dividend sholl be chorged ot the rote
specified in the Third Schedule ond sholl not be subject to further toxotion"

603. This proposol seeks to rectify this so thot quolifying interest ond quolifying dividends
ore subjected to WHT ond thot is finol tox.

Commlttee Observolion
The Commitlee noled lhis is o cleon up lo remove unnecessory deloils ond lo provide
thot the roles sholl of lox sholl be specified in the third ond ninlh schedule
respeclively.

New Proposols under Vot Act

eo+. Amend Section 34 of the VAT Act, to increose the VAT registrotion threshold os
follows:

"(o) hos mode toxoble supplies or expects to moke toxoble supplies, the
volue of which is fifteen million shillings effective from lst Jonvory 2025,
twenty million shillings effective from lst Jonuory 2026 ond twenty-five
million shillings effective from lst Jonuory 2027 or more in ony period oi
twelve months; or

"(b) is obout to commence moking toxoble supplies the volue of which is
reosonobly expected to exceed fifteen million shillings effective from lst
Jonuory 2025, twenty million shillings effective from lst Jonuory 2026 ond
twentyJive million shillings effective from I st Jonuory 2027 in ony period of
twelve months"

Jusllflcotlon

It would be prudent to increose the VAT registrotion to foctor in inflotionory chonges.
The increose in the VAT threshold will olso olign it with the TOT threshold over 3 yeors
ond remove the requirement for toxpoyers to register for both VAT ond TOT. lt is

importont to understond thot the purpose of the TOT regime wos to simplify tox
odministrotion, by requiring troders not to mointoin full records. The new ETIMs olso
hove o simplified option for troders not to keep stock records up to 25M. ETIMs wos
introduced to ensure thot oll B2C tronsoctions ore compliont. However, the VAT
regime would require the koder to mointoin extensive records. in order lo support
the VAT chorged, ond the VAT cloimed. This would defeot the purpose of the TOT
regime, ond increose the burden of complionce to MSMEs, who occommodote
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those under the TOT regime. Therefore, it is importont to hove the VAT registrotion
threshold to olign with the TOT threshold. The rotionole behind 25M of TOT wos such
businesses hove o morgin ol 5% to l0% giving on overoge net profit per month
between 100.000 to 200,000.

Commitlee Observolion
The Commitlee noled lhis ls o cleon up lo remove unnecessory detoils ond lo provide
thot the roles sholl of tox sholl be speclfied in the third ond ninlh schedule
respeclively.

oos. Amend Section l7 of the Volue Added Tox Act in subsection (5), by inserting the
following porogroph immediotely ofter porogroph (e):

(t) such excess orising from moking zero roted supplies bul wos nol
recovered by the regislered person within two yeors os o result of the
Commissioner's relionce on the opportionment formulo under Porogroph
8(2) ot the Volue Added Iox Regulolions, 2017.

ooo. Section 17(5) of the Volue Added Tox Act, is omended by odding the following
proviso immediotely ofter the provisos to Subsection (5):

"Provided further thot, notwithstonding ony olher provision of this Act, o
regislered person moy opply for o refund under Seclion l7(5)(f ) within two
yeors from the commencement of fhis provision "

eoz. The reoson behind this proposol is becouse the regulotions under the VAT Act were
gozetted in April 201 7 (hereinofter "the 2017 Regulotions"), which provided o formulo
to colculote the omount of input VAT refundoble to registered persons moking both
stondord-roted ond zero-roted supplies. However, the soid formulo wos defective,
resulting in componies moking both zero-roted ond stondord-roted supplies not
receiving the full refunds os envisoged under Section 'l 7 of the VAT Act. To correct
this, the refund formulo wos omended through Regulotions gozetted in July 2019
(hereinofter "the 2019 Regulotions"). Nonetheless, toxpoyers who mode refund
opplicotions prior to the gozettement of the 201 9 Regulotions received Credit
Adjustment Vouchers ("CAVs") for omounts not refunded (despite being
refundoble). These CAVs connot be utilized to settle outstonding, cunent or future
VAT liobilities. or other tox liobilities. This hos negotively offected toxpoyers' liquidity
ond cosh flows, os they must poy ony tox liobilities, despite hoving unpoid but
opproved refunds, in the form of CAVs. This omendment will entitle toxpoyers with
CAVs to o refund of the CAVs.

Commltlee Observolion
The Commltlee noled lhe slokeholder's vlews ond recommended lhot lhe Nollonol
Treosury ond KRA flnd o woy lo resolve lhe motler.
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New Proposol Under Excise Duty Act

ooa. Amend Section 2(l ) of the Excise Duty Act by introducing the following definition in
olphobeticol order: "resident" in relotion -
(o)To on individuol rneons o person who offers services from within Kenyo;
(b)To o body of persons shol/ foke the meoning provided under Seclion 2(t ) ot the

lncome Tox Act.

Commitlee Observolion
The Commitlee noled lhe slokeholder's proposol, which hos been defined in the TpA.

3.2.I65 MINISTRY OI DEFENCE

New proposols on Porogrophs I I ond l2 of Port A of the Second Schedule lo lhe Excise
Duty Act

oos. Amend porogroph I I to include supplies to Defence Forces welfore Services ore
for officiol use by the Kenyo Defence Forces to reod os follows-

(l l) All goods, including moferio/s supp/ies, equipmenl, mochinery ond molor
vehic/es for the officiol use by the Kenyo Defence Forces, lhe Defence Forces
Wellore Services ond the Noliono/ Po/lce Service

oro. Amend porogroph 12 to chonge the nome from Kenyo Defence Forces Conteen
Orgonizotion to Defence Forces Welfore Services for it to reod os follows-

(12) Alcoholic or non-olcoholic beveroges supp/ied lo lhe Defence Forces
Welfore Services.

Commitlee Observolion
The Commitlee ogreed wilh the slokeholder's proposols.

New Proposols on Porogrophs 57 ond l0l of Porl l, Seclion A of lhe Firsl Schedule of lhe
Volue-Added Tox Acl

ot t. Amend porogroph 57 to include Supplies to the Defence Forces Welfore Services
ore for the officiol use by the Kenyo Defence Forces, for it to reod os follows-

(57) All goods including moferial supplies. equipment, mochinery ond motor
vehic/es, for officiol use by the Kenyo Defence Forces, the Defence Forces
ll,lelfore Services, ond the Notionol Police Service.

ore. Amend porogroph l0l to chonge of nome from Kenyo Defence Forces Conteen
Orgonizotion to Defence Forces Welfore Services to reod os follows-
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(l0l ) Alcoholic or non-olcoholic beveroges supplied /o lhe Defence Forces
Wellore Seryices.

Commitlee Observolion
The Commitlee ogreed wilh the slokeholder's proposols.

New proposol lo omend Porogrophs ix ond xxv of Port A of the Second Schedule ol lhe
Miscelloneous Fees qnd levies Acl.

ors. Amend porogroph (ix) to include Supplies to the Defence Forces Welfore Services
ore for the officiol use by the Kenyo Defence Forces to reod os follows-

(ix) All goods including moteiol supp/ies, equipment, mochinery ond molor
vehicles for the officiol use by lhe Kenyo Defence Forces, the Kenyo Defence
Forces Welfore Services, ond the Nolionol Police Service;

or+. Amend porogroph xxv lo include Supplies to the Defence Forces Welfore Services
ore for the officiol use by the Kenyo Defence Forces to reod os follows-

(xxv) All goods including moleriol supp/ies. equipmenl, machinery ond motor
vehicles for lhe officiol use by the Kenyo Defence Forces, fhe Defence Forces
Welfore Services, ond Nofionol Police Service,'

Commitlee Observolion
The Commitlee ogreed wlth the slokeholder's proposols.

3.2.166 HON. GATHONI WAMUCHOMBA, HSC
orr. Through o wriiten submission Hon. Gothoni Womuchombo, HSC submitted thot the

economy is focing both recession ond inflotion ond increosing toxes mokes the
situotion worse. She noted thot the proposed omendments will sink the economy
ond destroy the livelihoods, incomes ond jobs.

oro. She noted thot the tox omendments proposed will creote severe consequences.
They include; the imposition of withholding tox on goods supplied to public entities
within the lncome Tox Act, shifting the focus of the ITA from toxotion of income to o
turnover tox system.

Clouse 5

orz. She noted thot the clouse is replocing the Digitol Services Tox with o Significont
Economic Presence tox. She highlighted thot this the fifth time in four yeors thot the
current ond previous odministrotions hove ottempted to introduce o Digitol Service
Tox to tox Kenyons on digitol plotforms.

Commlllee Observollon
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The Commltlee noled lhe proposol by the Hon. Member ond consequenlly
occommodoled her proposed omendment by selllng lhe lhreshold lo Ksh.Smllllon
which is equivolenl to the VAT lhreshold.

Clouse 2l

618. She noted thot the proposol to delete these items will increose the cost of the
supplies moking them more expensive to on olreody overwhelmed citizenry.

Commltlee Observolion
The Commitlee noled ils overoll policy is lo curb zero-roled producls which often
leod lo cumbersome refunds lhol resull lo inslltulions being in perpeluol credil
posilion. Additionolly, where lhe omounl ollocoled for refunds hos olwoys follen shorl
of the omounl owed which offects the liquidity of lhe buslnesses. To oddress lhls lhe
Commitlee hos moved both the finol producls ond row moleriols from zero-roled lo
exempl which mokes lhem Exempl-Exempl (EE). This lherefore does nol moke lhese
essenliol ogriculturol producls expensive.

Clouse 26

6le. She noted thot increosing RDL will result in conesponding increoses in the cost of
goods imported in Kenyo. This will odversely impoct end consumers os both troders
ond monufocturers will poss on the cost through the locol prices of goods.

Commitlee Observolion
The Commlttee noled thot the proposed omendmenl in respecl of the RDI hos been
increosed morginolly. Ihe oddlllonol money collecled on qccounl of lhe proposed
increose sholl be commilled lo lhe developmenl of eleclric light roll syslem wilhin
the big melropolis ln Kenyo. The proposed increosed from 1.5% lo 2.5% increoses lhe
RDt by 66% which is very sleep ond wlll leod lo lncreosed cosl of lmporls including
row molerlols impocllng lhe cosl of llving. Therefore, lhe Committee recommends
reducing the levy lo 27"trom lhe proposed 2.5%.

3.2.167
Clouse 2

Ernsl ond Young

oeo. Delete the clouse since the proposed chonge moy hove significont negotive
impocts by putting Kenyo digitol componies ot o disodvontoged position compored
to countries with more fovoroble tox regimes. Additionolly, ihe stoted definition is not
oligned to the OECD orticle l2 on royolties.

Commltlee Observollon
The Commltlee noled lhot the deflnltlon of royolty provlded ln the blll reloles lo lhe
poymenl mode lo lhe owner of lhe soltwore ond nol dlslrlbutlon.

Clouse 5

oer. The proposol is welcome however, the onnuol turnover threshold should be
provided for to olign with the Kshs. 5,000,000 VAT threshold.

Commlllee Observotlon
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The Commlllee ogreed wlth the slokeholder's proposol.

Clouse 6

aeq,.Ihe proposol is welcome however, EY proposes thot entities under ony prefereniiol
treotment in Kenyo be exempted from the tox since the incentives offered ore oimed
ot increosing investment in ihe desired economic sector of the economy. Applying
this tox on entities with preferentiol tox regimes would creote odditionol tox burdens
to the torgeted entities thus discouroging FDI ond limiting other intended objectives.

Commltlee Observolion
The Commltlee noled thot entilies thol enjoy preferentiol lreolmenl under SEZs should
be excluded from lhis provlslon.

Clouse '15

oes. EY welcomes the proposol stoting thot IFB hove historicolly been oversubscribed of
up to 4 time the offered omount.

New proposed omendmenl

oe+. EY proposes o revision of the Kenyon income tox bonds fo ensure equitoble spreod
ond olign with other tox rotes especiol corporote tox rote. Further, EY indicotes thot
South Africo hos progressive toxes with more tox bonds with vorious rotes. They
propose the following bonds to be considered.

t.

[.
m.

tv.
v.
vt.

First Kshs.24,000 p.m (Kshs.288,000 p.o) ------10%
Kshs. 24,00 I ----- 1 00.000 p.m (288.00 I --------- 1,200.000 p.ol -----20%
Kshs. 100.00]------250,000 p.m (l ,200,001-------3,000,000 p.ol -----22.5%
Kshs. 250,00] -------500,000 p.m (3,00.001 ------6,000,000 p.ol -----25%
Kshs. 500,001-------800,000 p.m (6,000,001------9,600,000 p.ol -----27.5%
Amount exceeding Kshs. 800,000 p.m (Kshs. 9,600.001 ond obove p.o) --
30%

Commltlee Observolion
The Committee noled lhe proposol ond recommends conslderolion of lhls motler
in fulure leglslolions.

New proposed omendmenl

Seclion 5(2) (oXlli) of lhe lncome lox Acl

ocr. Amend the Kshs. 2,000 doily limils for tox free per diem threshold ond increose the
limit becouse the current limit wos provided for in low in the yeor 2006 ond hos not
been revised ever since despite the rise in inflotion ond increosed cost of living.

Commlllee Observollon
The Commltlee noled lhe proposol ond recommends conslderollon of lhls motler ln
fulure leglslollons.
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3.2.168 FAHAGRAPHICS
NEW PROPOSAT

6e6. Fohogrophics proposed the exclusion of import duties ond excise toxes on row
moteriols for domestic monufocturing inks. These row moteriols ore:

HS CODE DESCRIPTION % USED IN INKS
3815.90.00 ADHESION PROMOTER 4%
3909.50.00 POLYURETHANE RESINS 20TO 30%
3906.90.00 ACRYLIC RESINS

3905.12.00 POLYVINYL
RESIN (PVB}

BRUTAL 8%

Commitlee Observolion
Ihe Commitlee ogreed wilh the slokeholders proposol on lhe removol of excise
duty ond recommends lo lhe Nolionol Treosury lo consider lhe proposols on lhe
exclusion of import dulies on moleriols for domeslic monufocluring inks os il is o
motler of CET.

3.2.r 69
Clouse 2

ERNEST & ASSOCIATES TtP

oez. Ernest & Associotes LLP proposed thot the definition of 'Royolty' be omended in
Clouse 2(d)(b) by deleting the word 'troining' thot oppeors ofter development. The
stokeholder indicoted thot troining hos its own definition ond is toxed under Section
l0(l ) (o) of the lncome Tox Act.

Commitlee Observolion
the Commltlee noled thot the definilion ol royolty provided in the bill relotes lo lhe
poymenl mode lo lhe owner of lhe softwore ond nol dishibulion.

New Proposol

648. Delete the following definitions in the lncome Act os they're no longer in use within
the Act or thot the requirements or porticulor provisions were moved to the Tox
Procedures Act.

'Assessment", "Authorized tox ogent", "Compensofing tox", "Court", "lnformotion
technology", "lnfersfoie tox", "Locol committee"; "Nofice of objeclion", "Regisiered
venture copitol compony", 'Tox computerized system", 'Tribunol", "Venture Compony.

Commltlee Observollon
The Commltlee noled lhe proposol ond recommends conslderolion of lhls motler
ln fulure leglslollons.

New Proposol
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6qe. Delete section 2(21 of the lncome Tox Act thot provides os follows:

" (2)ln relotion to ony yeor of income in respecf of which on order reloting to tox or
persono/ reliefs hos been mode under the Provisionol Collection of Ioxes ond Dufies Act
(Cop. 415), reference in this Act lo roles of tox ond persono/ reliefs shol/, so long os lhe
order remoins in force, be consfrued os references lo lhe roies or reliefs specified in thol
order; ond if , ofter the order hos ceosed tohove effecf, lherolesof toxondof personol
reliefs in relotion to thot yeor of income os specified in this Act os omended ore diff erent
from those referred to in the order, ond ossessments hove okeody been mode hoving
regord lo lhose roles in the order, then oll necessory odluslmenls sholl be mode to the
ossessmenls to give effect to fhe roles of tox ond of personol reliefs for thot yeor of
income os specified in this Act os omended for thot yeor of income."

Commitlee Observolion
The Committee noled the Act referenced wos declored unconslltulionol hence
lhere's need for lhe Commitlee lo consider the legolity ol the leglslolion ond
provision.

Clouse 5

eso. Eornest & Associotes proposed on omendment to Clouse 5 to include the following
subsections: -

" 4A. ll )A person lioble to lhe lox undersubsection (4) of this seciion by notice in writing
oddressed to ihe Commissioner moy elect io be /ioble to tox under porogroph 2(b) ot
heod B of the third schedule in which cose lhe person shol/ noi be sublecf fo Significonl
Economic Tox ond the olher provisions of lhis Acf sholl apply lo such o person, with
necessory modif icotions.

4(B) Where o person exempled from this seclion under subsection 3(b) requires
poyment of ony omount of the considerotion, by woy of debit or credit cord poymenl
or through on e/ectronic poyment system ond requires f ull poyment of lhe considerotion
withoul ollowing for wilhholding of ony omounts lioble io under seclions 9(2) or 10, then
lhe person sho// be lioble to poy tox required under seclions 9(2) or l0 ond not under
fhis section.' '

osr. lt wos the view of Ernest & Associotes LLP thot this omendment would ensure thot
persons collecting poyment of ony omount of the considerotion, by woy of poyment
using o debit or credit cord or electronic poyment system, ond which person does
not focilitote deduction of withholding tox, then the responsibility to poy toxes per
sections 9(2) or l0 shifts to thot person.

Commltlee Observollon
The Commltlee noled thol SEPI os currenlly deflned ls sufflclenl lo oddress non-
residenls.

Clouse 6

Ernest & Associotes LLP proposed thot Section l2G(4)(b) of the lncome Tox Act be
omended by odding the following words " of this Act or under porogroph I of the
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SECOND ScHEDULE of the Public Benel'ifs orgonizotions No. lB of 20i3" ofter the word
"sc hedule".

Committee Observolion
The commitlee noled lhe proposol ond recommended considerolion ol lhis moile in
fulure legislolions.

osc. The stokeholder further proposed thot the proposed new Section l2G subsection 4
be omended by odding the following new porogrophs:

(iJ Entiiies operoting under the SEZ ond EpZ tox fromework

U) Enterprises e/igib/e for or thot quolify for lhe /nvesfment Allowonce of 50% or
more under lhe second schedule, in thot yeor of income.

(k/ Enferprises whose on/y income in Kenyo is income exempf from tox under the
firsl schedu/e of this ocl
(l) interest toxoble under secfion 6A and Seclion l2C of this Acl.

Commitlee Observolion
lhe commitlee noled lhe proposol qnd recommended considerolion of lhis
motler in fulure legislotions.

Clouse l5

oss. Ernest & Associotes LLP proposed deletion of clouse l5(b) HEAD B - Rotes of Tox,
porogroph I ond proposed replocing it with: -

" I. The individuol rotes of fox on the totol income of on individuot, other thon thot
port of the totolincome comprising fringe benefits ond the quolifying interesf, sho//
be the rofes of tox on the totol fringe benefits provided by on employer shol/ be
chorged of lhe residen t corporotion rote for thot yeor of income.

Commitlee Observolion
The Commitlee noled the proposol ond recommended considerolion of lhis motler in
fulure legislolions.

Clouse 20

os+. The stokeholder proposed the deletion of clouse 20 (o)(x) porogrophs 149 ond 150
ihot seek to moke the some zero-roled items VAT exempt.:

Commltlee Observotlon
The commitlee noled lhe proposol however, lhey recommended exempflon of lhese
goods wlll porfly reduce the cosls of the lnpuls ond further reduce lhe burden of lox
refunds.

Clouse 2l
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6e5. The stokeholder proposed the deletion of Clouse 2l subporogroph(c) which

proposes to delete fertilizer from the Second Schedule of the VAT Act. lt is the view
of Ernest & Associotes LLP thot these items should remoin zero-roted, until such o time
when we see odequote policy interventions to increose occessibility.

Commlllee Observolion
The Commitlee noted lhe proposol however. lhey recommended exemptlon of lhese
goods will porlly reduce lhe cosls of lhe inpuls ond further reduce lhe burden of lox
refunds.

Clouse 25

oso. Delete the proposed new description for imported sugor ond reploce it with: -

"lmported sugor of chopter 17 excluding sugor imporled by o regislered
monufocturer for exclusive use for monufocture of other producfs KES. 7.5 per kg
row sugor of toriff heoding 17.01 imported for processing by o licensed sugor
refinery, where the processed sugor is nol supplied lo regislered monufocturer for
exclusive use for monufocture of other producfs" KES. 3.5 per kg.

6s?.The stokeholder proposed thot Sugor of Chopter l7 imported by o registered
monufocturer should be for exclusive use for the monufocture of other products row
sugor of toriff heoding 17.01 should be toxed ot KES. 3.5 per kg since this is o semi-
finished product.

Commltlee Observolion
The Commitlee observed lhol il is vllol lo prolecl lhe locol sugor induslry ond give
lhem compelilive odvonloge. However, lhe Commitlee noled lhe need lo exempl
imported sugor for indushiol use os lhey ore row moteriols.

Clouse 25

6s8. Delete Clouse 25 (b) (i).

The provision oims to increose excise duty on telephone ond internet doto services from
15%lo 20% of their excisoble volue

Commltlee Observolion
Ihe Commitlee ogreed with the slokeholder's proposol lo delele lhe clouse ond
moinloln lhe cunenl role of 157".Ihls will help curb lhe lncreose ln consumer prlces ond
supporl lhe Botlom-Up Economlc Tronsformollon Agendo (BEIA) plllor on promollon ol
the dlgltol superhlghwoy ogendo.

Clouse 26

oss. Delete the entire Clouse.

Commltlee Observollon
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The Commltlee noled thot the proposed omendmenl ln respecl of lhe RDI hos been
lncreosed morglnolly. The oddillonol money collecled on occounl of lhe proposed
increose sholl be commitled lo lhe developmenl of elechic lighl roil syslem within the
big mehopolis in Kenyo. Ihe Commitlee however, proposed o new role of 2%.

3.2.170 ALPHARAMA TIMITED

Proposol lo omend the Bill to Remove Excise Duty on locolly Sourced Row Hides/Skins

e+o. Whereos the government recognizes the importonce of the leother industry ond
ossocioted sectors os o key driver of economic growth, employment, ond exporl
potentiol, it is imperotive to promote the locol sourcing ond processing of row hides
ond skins. ln light of the economic benefits ond to stimulote the domestic leother
monufocturing industry, the stokeholder proposed thot the excise duty on locolly
sourced row hides ond skins be removed to ensure competitiveness, foster industry
growth, ond enhonce volue oddition within the locol economy. This includes:

HS Code 1404.90.00 - Other vegetoble products, including bork ond wood
ports of plonts used in tonning or dyeing.
HS Code ,l518.00.00 

- Tollow, fotty substonces, or onimol ond vegetoble fots
used in the monufocturing of leother products.
HS Code 3208.90.90 - Other points ond vornishes, including solutions used
for industriol purposes in leother processing.
HS Code 3209.90.10 - Other preporotions used in the tonning of hides ond
skins.
HS Code 3209.90.90 - Other products used for the treotment ond
preservotion of hides/skins.
HS Code 210.00.10 - Animol-bosed row moteriols or products reloted to
leother tonning.

o+r. The exemption from excise duty under this omendment to opply only to row hides
ond skins locolly sourced, ond sholl not extend to imported products or to row hides
ond skins thot ore processed or used for purposes unreloted to leother or tonnery
monufocturing. This omendment oims to bolster the locol leother industry, reduce
the finonciol burden on monufocturers. ond ensure thot the country becomes o
competitive ployer in the globol leother morket.

Commltlee Observollon
The Commlttee noled lhe slokeholder's proposol; however, ll noled lhol lmporl duly
is under the CET ond lherefore connol be qmended by the proposed blll. Ihe
Commlltee olso noles thot the producls used ln the lonnerles hove olher uses ond
ony proposed delellon of exclse duty wlll hove unlnlended rlpple effecl on revenue.

!
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CHAPTER FOUR

4.0 COMMMEE OBSERVATIONS

6.*q. The Commitlee hoving considered the Tox lows (Amendment) Bll,2024 (Notionol
Assembly Bills No. 47 of 20241 observed thot

There is need to explore innovotive opprooches such os lorgeted incentives,
simplified tox processes, ond enhonced toxpoyer educotion con encouroge
volunlory complionce ond brooden porticipotion in the formol tox system.
Bringing more Kenyons into ihe loxpoyer fold will olign our lox revenue
colleclion wiih economic exponsion. enobling us to finonce cruciol investments
in infrosiructure, sociol progroms, ond sustoinoble development.

ll. The bill proposes increosing the Roilwoy Development Levy from 1.5% to 2.5%.
The Commiltee noted thot this represents o 677o inqeose in the levy, which will
significontly roise ihe cosi of goods ond services thot rely on roil tronsport for
distribution. The increose in lhe levy is likely to hove o coscoding effecl on ihe
prices of goods, porticulorly in indusiries thot rely heovily on roil freight, such os
monufocturing, ogriculture, ond construction.

ilt. The Bill proposes to introduce on excise duty of 357" of lhe customs volue on
imported ceromic sinks. wosh bosins, ond tiles. While there is o volid need to
protect locol monufocturers, it is cruciol to recognize thot the country connot
currently produce the required quontity of these products to meet lhe demond
of oll Kenyons. As such, lhe proposed excise duty moy limii occess to these
essenliol goods, potentiolly increosing consumer cosls ond offecting indusiries
thoi rely on ihese imports for consiruclion ond infrostructure prolects. Given the
current supply gop ond the potentiol negotive impoct on consumers ond key
sectors, the Committee hos considered deleling the proposol.

Furiher, the Bill proposes to increose the excise duty rote on telephone ond
internet doto services trom 15% lo 20% of their excisoble volue. The Commitlee
recommends dropping lhis proposol, os the increosed tox burden could moke
esseniiol communicolion services less offordoble for mony Kenyons, porticulorly
in low-income ond rurol oreos. This could exocerbote the digitol divide,
hindering occess to informolion, educolion, ond business opportunilies lhot ore
increosingly dependent on the internet. Additionolly, it could stroin businesses
thot rely on lhese services for operotions, potentiolly slowing down economic
growth ond lechnologicol odvoncement.

The Bill proposes 1o impose o 25% excise duty on cool, or KSh. 27,000 per metric
ton, whichever is higher. The introduction of excise duty on cool will increose
the cost of cool, which is o criticol energy source for mony industries, including
monufocturing, power generolion, ond cement production. As cool prices rise,
businesses thot rely on cool for energy production will foce higher operotionol
costs. This could leod to on increose in the cost of goods ond services,
porticulorly in sectors thol depend heovily on cool, such os the cement ond



sieel indusiries. Consequently, the price of conskuclion moteriols, infrostructure
development, ond other products could rise, which moy ultimotely leod to
inflotionory pressures on the economy.

Vl. The Bill proposes to introduce VAT on severol oviotion ond oerospoce+eloted
goods ond services, including helicopters, spocecroft (including sotellites),
suborbitol ond spocecroft lounch vehicles, direction-finding composses.
instruments ond opplionces for oircroft, ond vorious oircroft spore ports
imported by oircroft operotors or businesses involved in oircroft mointenonce.
Additionolly, it proposes the inclusion of VAT on oir iicketing. The imposition of
VAT on these items could significontly increose operoting costs for oviotion
componies, leoding to higher prices for oir tickets ond moking oir trovel less
offordoble for consumers. This could negotively impoct the oviotion sector,
porticulorly in o competitive morket where price sensitivity is high. Furthermore,
oircroft mointenonce ond repoir businesses, which rely on imported speciolized
ports, could foce higher input costs, leoding to increosed mointenonce fees
ond potentiolly reduced investment in business exponsion. This odded tox
burden could olso leod to deloys in mointenonce schedules, compromising the
sofety ond reliobility of the oviotion sector.
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CHAPIER FIVt

5,OCOMMIIEE RECOMMENDATION

6,*s. The Committee hoving considered the Tox lows (Amendment) Bill, 2024 (Notionol
Assembly Bills No. 47 ot 20241 recommends thot the House opproves the Bill with
omendmenis os proposed in the schedule.
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CHAPTER FIVE

6.0SCHEDUtE OF PROPOSED AAAENDMENTS

644. The committee proposed the following omendments to be considered by the
House in the Committee stoge:
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MINUTES OF THE Tosio SITTING OF THE DEPARTMENTAL COMMITTEE
ON FINANCE AND NATIONAL PLANNING HELD ON MONDAY 9NO
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2. Hon. Andrew Adipo Okuome, MP
3. Hon. Mohamed Soud Machele, MP

SECRETARIAT
t. Ms. Jennifer Ndeto
2. Dr. Martin Masinde
3. Mr. Robert Nyagah
+. Mr. Benjamin Magut
5. Ms. Brigitta Mati
6. Mr. Salem I-orot
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lo. Ms. Joy Kyalo
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17. Mr. Benson Muthuri
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- Chairperson
- Vice- Chairperson
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I)irector, Parliamentary Budget Office
Deputy Director PBO
Principal Clerk Assistant II
I.egal Counsel I
Legal Counsel I
Clerk Assistant III
Clerk Assistant III
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Fiscal Analyst III
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AGENDA
Consideration and adoption of The Tax Laws (Amendment) Bill (National Assembly Bill no
47 of 20"24)

MIN NO. NA/F & NP/9O'4I952: PRELIMINARIES
The meeting was called to order at 6.lo pm followed by prayer by Hon. Dr. John Ariko
Namoit, MP.
MIN No. NA/F NP / coq+ / sss. CONFIRMATION OF PREVIOUS MINUTES
Confirmations ofthe minutes ofthe previous sittings was diflered to the next sitting

MIN NO. NA/F & NP/9O44I554! CONSIDERATION AND ADOPTION OF THE
TAX LAWS (AMENDMENT) BILL (NATIONAL
ASSEMBLY BILL NO. 47 OF 9oc,4)

'I'he meeting deliberated at length and agreed on the obserlations and recommendations
contained in Chapter four and five ofthe Report. The Report was thereafter adopted with
amendments having been proposed by IIon. David Mwalika Mboni, MP and semnded by
Hon. Joseph Makilap Kipkoros, MP.

(Comprchensive details of the propsed amendnents are @ndined in Chapter Five of
the Report on the bnsidetation of The Tax Laws (Amendment) Bill (National
Assembly BilI no. ,17 of 909,1)

MIN No. NA/F & NP/2o,4/955: ADJOURNMENT
There being no ther , the meeting was adjourned at 9:55 PM. The next meetingn

will be held o ot

SIGNED:.. DATE...3 A"- 2.-,PI
HON. CPA. KURIA KIMANI, MP
CHAIRPERSON, DEPARTMENTAL COMMITTEE ON FINANCE AND
NATIONAL PLANNING.
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