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CHAIRPERSON'S FOREWORD

This report contains the Committee's proceedings of the consideration ofthe Finance Bitl, 2016

which was committed to the committee on 16& June,2016 pursuanl to Standing order 127. on

analysis of the Bill, the committee observed that despite the growh and strong maoroeconomic

stability attained by the cconomy in the recent past, a lot remains to be done in order to

decisively deal with the challenges of unemployment, poverty, inequality, low tourism and thc

impact of a weak global economy among others.

The tax me.rsures and other proposed amendments contained in this Bill are aimed at addressing

the challenges, achieving an inclusive economic growth, reducing cost of doing business,

enhancing job creation as well as improving the welfare of Kenyans in addition to fostering

growh and stability in the financial sector.

On behalf of the Departmental Committee on Finance, Plaruring & Trade and pursuant to

provisions of Standing Order i99 (6), it is my pleasant privilege and honour to present to this

House the Report of the Committee on its consideration of the Finance Bill, 2016'

The Committee is grateful to the Offices of the Speaker and the Clerk of the National Assembly

for the logistical and technical suppot accorded to it during its sittings. The Committee wishes to

thank all the stakeholders for their participation in scrutinizing the Bill'

Finally, I wish to express my appreciation to the I{onourable Members of the committee who

made useful contributions towards the preparation and production of this report.

HON. BENJAMIN LAn'(iAT, MP

-5-lPage (Depar(mentat Comtnittee On I'inancc', Planning & I rade)



EXECUTIVE SUMMAITY

The Finance Bill, 2016 is one of the annual Bills introduced in the National Assembly pursuant
to section 40 of the Public Finance Management Act,2012.Its rnain objectivc is to -set out the
revenue raising measures lor the national govemment together with a policy document
expounding on those mea-sures. Ideally, it proposes arnendments to a variety ol laws relating to
various taxes and duties as wcll as other financial sector statutes.

section 4l of the Public Finance Managernent Act, 2012 obligates the National Assembly to
proccss and pass the Finance Bill within 90 days ofpassing the appropriation Bill. The Finance
Bill, 2016 was introduced ir thc National by the Chairman of the Departmental Committee on
Finance, Planning & Trade on I 6th June, 2016 and therefore committed to the Departmental
Committee on F-inance, Planning & Trade for consideration in line with Articles 1 l4 ;d 1 1 g of
the Constitution and Standing Order 127. The Committee engaged a number of stakeholders
whose views are contained in this report.

The Finance Bill, 2016 contains a total of 59 clauses which propose arnendments to the four (4)
main tax laws namely, Income 'lax Act, Excise Duty Act, value Added rax Act; Tax procedures
Act as well as other miscellaneous amendments in a total of nine (9) furancial sector statutes,
which are, Retirement Benefits Act, Kenya Revenue Authority Act, capital Markets Act,
Banking Act, Alcoholic Drinks control Act, Kenya Deposit Insurance Act, public Finance
Management Act, Tax Appeals Tribunal Act and Special Economic Zones Act.

'fhe proposed amendments to the lncome Tax, Excise Duty, vAT, Tax procedures Acts are
deemed to have come into operation on 96 June,20l6 and 1srJuly,20l6; with a few such as the
ones relating to assessment of taxes, penalties or intercsts in some cases and VAT withholding
agent being backdated to l9sJanuary,20l6. ]'he rest on miscellaneous amendments will become
effective on lsrJanuary, 2017.

-6-]l'agc (l)epirrt,r crr tal ( o.rtnitlcc ()n lil.ancc, l, lanlri,g & I.racl c)



1.1. MANDATE OFTHE COMMITTEIJ
The Committee on Finance, planning & Trade is one of lhe I)epartmental Committees of the

National Assembly established undcr Standing Order 216 and mandated to:-

(a) investigate, inquire into, and reporl on all malters relating to the mandate, management,

activities, administration, opcrations and estimates of the assigned ministries and

departments ;

(b) study the programme and policy objectivcs of ministries and departments and the

effectiveness of the implementation.

(c) study and review all legislation referred to it;
(d) study, assess and analyse the relative success of the ministries and departments as

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

(e) investigate and inquire into all matters relating to the assigned ministries and departrnents

as they may deem necessary and as may be referred to them by the House;

(f) vet and report on all appointments where the Constitution or any law requires the

National Assembly to approve, except those under Standing order 204 (committee on

Appointments); and

(g) Reports and makes recommendations to the House as often as possible, including

recommendation of proposed legislation.

-7-ll'agc ( t) !- P a r t ll'l c n t a I (lrrilr ur itlcc Orr l;ittancc, I'lanninl', & I rrdc)
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1.2. COMMITTEE MEMBERSHIP
Chairperson The IJon. Benjamin Langat, Mp
Vice Chairperson The Hon. Nelson Gaichuhie, MpMembers 

lllilll il*:3ff$ffiLyJ_,
'fhe llon. Jimmy Nuru Angwenyi, Mp
The llon. Almed Shakeel .Shabbir Ahmed, Mp
lhe Hon. Sammy Mwaita, Mp
The Hon. Jones M. Mlolwa, Mp
The Hon. Anyanga, Andrew Toboso, Mp
The Hon. Joash Olum, Mp
The Hon. patrick Makau King,ola, Mp
l'he Hon. Abdullswamad Sheriff, Mp
The Hon. Sumra Irshadali, Mp
The Hon. Ogendo Rose Nyamung4 Mp
The Hon. Iringo Cyprian Kubai, Mp
The Hon. Dennis Waweru, Mp
The Hon. Tiras N. Ngahu, Mp
The Hon. Sakaja Johnson, Mp
The Hon. Ronald Tonui, Mp
The Hon. Mary Emase, Mp
The Hon. Joseph Limo, Mp
The Hon. Lati l_elelit, Mp
The Hon. Kirwa Stephen Bitok, Mp
The Hon. Daniel E. Nanok, Mp
The Hon. Abdul Rahim Dawood, Mp
The LIon. Sakwa John Bunyasi, Mp
'lhe Hon. AIfred W. Sambu, Mp
'fhe Hon. Sammy Koech, Mp
l'he LIon. Abdikadir Ore Ahmed, Mp
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1.3. COMMITTEE SECRETARIAT
First Clerk Assistant Evans Oanda

Third Clerk Assistant Nicodemus Maluki

Third Clerk Assistant Fredrick Otieno

Legal Counsel II Emma Esendi

Research Officer III Erick Ososi

Research Officer III Sharon Rotino

I.4. CONSIDI.,RATION oI]. .I.IIE 1]ILI,

The Finance Bill, 2016 was publishcd on 8s June,2016 and read a first time on 16u June, 2016

and thereafter committed to the Departmental committee on Finance, Planning & Trade for

consideration pursuant to Standing Order 127.lhe Pinance Bill, 2016 proposes amend the

following financial sector laws:

1,4,1. Income Tax Act
Clauses 2 - 16, propose amendments to the Income Tax Act in the following parts:-

. The introduction of a taxable minimum threshold of the Residential Rental Income Tax

(RRIT) at Kshs. 144,000 per aruum (Kshs. 12,000 per month) and also reducing the

applicable rate liom l2o/o to 1OYo. This is after the Finance Act, 20i 5 introduced this type

oftax for residential rental income not exceeding Kshs. l0 million annually - clause 3.

. Empowerment of the Commissioner to appoint withholding agents for Residential Rental

Income Tax . clause 6.

. Repealing of various sections of the principal Act in a bid to re-align it to tle provisions

of the Tax Procedures Act - clauses 7 - I l
r The section that provides for income tax refund is repealed so that the provision in the

Tax Procedures Act to be used. However, whereas the Section proposed to be repealed

provided for a period of 7 years within which tax refund can be claimed, and interest

accrual thereof, i1 is noted that the provision in the 'lax Procedures contains a period of 5

year with no mention of interest.

. Tax exemption for bonuses, overlime and retirement bcnefits for employees whose

taxable employment bcfore such is below the lowest tax band. Also, proposed for

exemption is the interest income on bonds issued by the East African Development Bank

(EABD) - clause l3
. Personal relief is proposed to be enhanced by 10% from the curent Kshs. 13,944 per

annum to Kshs. 15,360 per annum. I'his translates to Kshs. 118 per month. In addition,

the Pay-As-You-Earn (PAYE) banding has been shifted upwards from the lowest band of

-9-lPage (l)epartnrcnlal (l otrmiltcc ()n l:inance ' l'lanning & 'lrade 
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Kshs. 121,968 to the proposed Kshs. 134,i64 per annum at 10% (Kshs. 10,164 to Kshs.
11,180.3permonth).ThehighesrbandtomovefromKshs.466,T04toKshs.5l3,3T3per
annum at 30% (Kshs. 3 8,892 to Kshs. 42,7g l ) _ clause I 4(a and h)o corporate Income proposed to be reduced fiom 30% to 2oyo Lo incentivize companies
that construct at least 1,000 rcsidential units annually.

1.4.2. Excise Duty Act

Clauses 17 - 22., proposes amendmcnts to the Excise Dufy Act ard some of the main thrust in
this part include:

li.

l1l.

lv.

Imposition of a duty of Kshs. 7 .20 per litre of kerosene _ clause 2 1 (a)
Introduction of duty on cosmetics and beauty products at the ad varorem rate of 10oh -
clause 2 ) (b)

Water is excluded from excise duty - clause 2l (c)
The specific excise duty on vehicles of Kshs. 200,000 (older than three years) and Kshs.
I 50,000 (bellow three years old) is proposed to be replaced with ad varorem rare of 2oo| -
clause 2 ) (d)

v' Exempted goods include excisable goods purchased locally for direct and exclusive use
in the implementation of official Aid Funded project (to the extent provided in the
financing contract)

1,4.3, Value Added Tax Act

clauses 23 -28, proposes amendments to the varue Addcd rax Act and some of the key issues
in this parts include:-

In the Excmption rcgime, taxabre goods, services and items introduced in clauses 24 -
27 are such as:-

o Service charge in lieu oftips (not excecding l0% ofthe service).
o Raw material for animal feed.
o Vehicles for official Aid Funded projects.

' Equipment and machinery imported or purchased locafly for usc by KDF, NpS and
military supplies.

e Liquefied petrolcum gas

o Wheat seeds

' Garments and leather footwear manufactured at the Export processing Zone
o Some equipment for the Museums

' Goods for direct and exclusive construction of specialized hospital with accommotlation
facilities.

-10-lPage (t)eparrmenial Comm ittee On Finance, I, Iannjng & 1.rade)
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. Park entry fees

. Service with respect to tolrl operators and construction of specialized hospital with

accommodation

2. kt the Zero rated regime, taxable goods and items in clause 28 include

. supply oftaxable goods and services to a special economic zone (SEZ) enterprise.

o Medicaments containing anti-biotics.

L,4,4, Tax Procedurcs Act

Ctauses 29 - 39, proposes amendments to the Tax Procedures Act and issues in this part

inslude:

i) Appointment of tax representatives for non-residents (either by the non-resident persons

themselves of the Commissionet) * clause 30

ii) Empowerment of Kenya Revcnue Authority (KRA) to seek auxiliary information with

the aim of pre-populating the I l'ax syslem - clause 34

iii) lntroduction of tax amnesty for oqrners of assets and businesses outside Kenya who may

wish to re-invest back into the country - clause 36

iv) Provision for appointment and revocation of the Value Added I'ax (VAT) wittrholding

agents - clause 38

v) Tax refund period is proposed to be increased from 1 year to 5 years except for VAT -
clause 39

1.4,5. Financial Sector Statutes

clauses 40 - 59, proposes amendments to some financial sector statutes. 'fhe main issues in

this part include:

i) Amendment to Retirement Benefits Act so as to allow non-renewable perpetual license

to institutions licensed by the Authority - clause 40

ii) Amendment to the capital Markets Act to provide for online forex trading - clause 42

iii) Amendment to the Banking Act clause s 45 to 48

o Incorporation of SACCOs and utility companies in the Credit lnformation Sharing

framework to facilitate cross border sharing ofcredit information

. The central Bank of Kenya to consult the cabinet Secretary on matters

rcceivershiP

o penalty for contravening prudential guidelines and financial laws to be enhanced

from Kshs. 5 million to Kshs. 20 rnillion

Minimum Core Capital Requirement for banks and mortgage institutions

proposed to be increased to Kshs. 2 billion by December,20]7; Kshs. 3.5 billion

by December, 2018 and Kshs. 5 billion by December, 2019'

-11 -ll'age (Departrncntal Cornoritlcc On Finance, I'lanning & Trade)



iv) Amendment to Kenya Deposit Insurance Act to provide for the central Biurk of Kenyato consult the cabinet secrctary on appointment of the Kenya Deposit Insurance
Corporation as a receiver _ clause 5l

v) Amendment to the speciar Economic zone Act to remove blanket tax exemption and
replace it with specific tax incentives as sha[ be specified in the respective tax laws *
clause 59

In processing the Bill, the Committee inviled comnrents from the public by placing
Friday 1'r July, 2016 pursuant to
from the National 1-reasury and
the body ofthe report.

advertisements in the Daily Nation and Standard newspapers on
Article I I 8 of the Constitution. l.he Committee met ofl.ioers
several Stakeholdcrs whose views are captured and contained in

-12-ll)a1rL'([)cr)i1 rrrnc,lar ( orrr r.ilrcr: (). r:in.rrr rr. r,r.,iri.ri s rr!(r c.)
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1.5. Kenya Oil and (ias Association (KOGA)

The Kenya Oil and Gas Association (KOGA) submilted that following the changes to the VAT

legislation, the Oil and Gas industry will suffer VAT on services at 160% because exemption applies to

goods only. More than 80% of the cost base is made of services and this will increase the cost of Oil and

Gas activities in the Country by 13% compared to othcr regional countries like Uganda, Tanzania and

Mozambique where there are no VAT costs to Oil and Gas Compzmies hence propose that the VAT

chargeable on services to Oil and Gas companies be removed.

Disposals of Oil and Gas shares and other assets are subject to lax aL 30o/o 137 .5Yo as compared to other

industries at 5oh. Tltte Transactions in the Oil and Gas industry are key to accessing fifther capital,

technologies and expertise as well as sharing risks and currently there are no incentives for companies to

reinvest proceeds from disposals into additional oil and Gas activities in the country.

There is inequality in the industry hence this oould make the country lose investment to the regional

;ounx.ies that have preferential regimes. The governmcnt need to incentivize investors to invest in the

country. Therefore the industry proposes reinvestment relief to be introduced in the country and for

parity with the other industries to the rate oftax applicable (i.e. 5"/o and other provisions relatin[ to share

disposal.

1.6, RSM @astern Africa) Consulting Ltd
RSM (Eastem Africa) Consulting Limited submitted three proposals to amendment the Value Added

Tax Act and the Income 'lax Act. The proposals will positively impact on farming, real estate and

mining sectors.

The government aims at exempting from VAT, the major raw materials used to manufacture animal

feeds however, two critical materials are not listed. Brewing or distilling dregs and similar wastes and

residues resulting from extraction of oil from soya beans are also major and critical raw materials. This

will rcduce the prices and improve the quality of the animal feeds

.he govemment has only provided capital allowances on buildings which are used for manufacturer,

agriculture, hotel transportation, hotel, hostels or residential buildings in a planned developmenl area

approved by the Cabinet Secretary or commercial buildings wherc social infrastructure is provided.

There is no provision for other residential or buildings yet they are major investments aod government

aims to generate significant revenue from the same. 'l'his position discourages investors setting up such

buildings.

A fair tax policy should grant reasonable capital allowances for invcstments which generate taxable

income. They propose a 5Yo for residential and commcrcial buildings which don't enjoy other capital

allowances. By this proposal taxation of the mining sector and the upskeam oil and gas sector will be

aligned. This will ensure uniformity and faimess in thc treatment of thc two sectors which are similar in

nature and operations. The mining sector has a big potential to spur economic groMh, develop capacity

of the local firms to undertake sophisticated jobs and create employment'

13
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1.7. Institute of Certified public Accountants of Kenya (ICpAI0
The Institute of certified Prrblic Accountant of Kenya (icpAK) submitted that with the administrative
requiremenl to pay tax and file rctums on I- Tax it has become unclear whether certain provisions areuseful like section 54 that provides requirement to provide audited accounts and paragraph 1l of theincome tax (withholding Tax) Rules, 2001 which has requirement to submit annual withholding taxreturn. There should be cerlainty on tax compJiarce.

The pension thresholds have not been increased for the last 5-6 years and by increasing the pension
thresholds it will mobilize savings for infrastructure clevelopment and also ensure thal the agingpopulation u'ill have sufficient funds at retirement. 1'he proposal is to increase tax deductible threshold
for contributions to three hunclred ald sixty thousand.

on the Tax Procedure Act especially on voluntary Disclosure Programme the objective if the VDp is toencourage taxpayers who have made errors in their tax mafters due to ignorance or negligence andwithout willful intent to evade taxes to come forward and inform the revenue authority on voluntarybases They propose introduction of voluntary disclosure programme to be designated in such a waythat the Kenya Revenue Authority (KRA) is in a position to accord penalty tre-atment for first timevoluntary disclosure and this will encourage taxpayers to come forward and declare the tax liabilities.

Section 89 (6) allows the application to the commissioner for waiver of penalty but excludes remissionof interest hence proposal to arnendment the section to provide for remission of int...r,. This will give
the commissioner discretion in case of difrrculty of collection of interest.

section 46 on the Transfered tax liabilities indicates 1-hat where a transferor, who has a tax liability
transfers alusome of the assets of the business to a related person (transfer""j, th" t u.,.f"ree shall beliable for the tax liabitity (transfcrred liability).lcpAK proposes amendment to enhance equality.

section 48 on erroneous refirnd oftax and subsection (l) imposes late payment interest fiom the date therefund was erroneously paid in addition to tax paid in error. This is punitive and the Commissioner insome cases will audit the refund before funds are released and as such the consequences of the enor
should not be borne by the tzx payer. There should be faimess on the refunds_

According to the Schedule 8 paragraph 13 cxemptions from the CGT is considered for group
undertaking restruchring and should be in public intcrcst. J'he growing complexily of business
structues atuacts inward and outward investmcnts restructuring. The aim of cGT is io tax realized gains
on sale, the Eighth Schedule therefore needs to be arncnded to allow for intemal reorganization where
the ultimate ownership ofthe group does not change. For consistent application, the eiemprion should
mirror the provisions of Seotion 96 of the stamp Duty Act, which exempts tra,sfers between associated
companies from stamp duty. This will promote consistency with the Stamp Duty Ac1.

compensating lax was introduced to act as a safeguard againsl compernies making perpetual losses andstill distributc dividends bu1 thcre have bcen attempts to amend Section 7,4 of the Income Tax Actdealing with dividend -r'ax 
Acoount and Compensating Tax. 'r'his mca,s thal where a company as

1.4



opposed to an individual sells capital asset and pays capital gain tax al a rate of 5% it will still be

required to pay an additional 2570 compensating tax when it declares such a gain as a dividend To avoid

double taxation of capital gains on distribution of dividends there is need to amend Section 7A (7) and

7A (3) (e).

1.8. PricewaterHouseCoopers(PWC)
The PWC submitted that Section 4l (5) - (7) o1 the lncome Tax Act on the Limitations of Benehts

(,'LoB") provisions, are aimed at curbing treaty shopping, have made it difficult for legitimate

businesses to access Kenya's tax treaty network except in a very nalrow range of circumstances'

currently, the LoB provisions only allow trcaty bsnefits when 507o or more ofthe underlying ownership

of the party to the transaction is held by individuals who are residcnt in treaty country or when the other

parly to the transaction is listed in a stock exchange in the country. PWC proposes deletion of the

sections 41(5) - (7) of the ITA and rcplace them with provisions based on 'beneficie ownership of

income' provision.

jn re-instatement of withholding vA1' under section 42A of the l'ax Procedure Act, the Finance Bill'

2016 through Clause 38, has re-instated the withholding VAT system which continues to pose the

following challenges:-

o The Systems' disregard oftransaction volume

. Tax payers not being entitled to tax refunds arising from withheld VAT

. The cost of modifuing enterprise resource planning systems \

. The lack ofdistinction between complaint and non-compliant tax payers

o Late remittance of withheld VAT

PWC proposes to amendment Section 42A of the Tax procedurc Act, 2015 to align it with thc best

rntemational practices. They further submitted that Kenya ought to emulate intemational best practices

imilar to more developed vAT regimes for example the unitcd Kingdom, Australia, South Africa and

other members of the East African Community ( EAC) which do not have Withholding VAT systems

yet they operate efficient VAT systems.

The passage of the VAT Act, 2013 removed books and related learning rraterials from the Zero tate

schedule and thus made them taxable for VAT purposes at the rate of 16%' This resulted in an increase

the cost of books and other learning malerials. 'fhe inoreased price of these malerials had led to

decreased affordability and such a decrease in dcmand for books and other leaming materials; further

resulting in a hampering of govemment's eflofi to increase the quality of education' In addition this has

negatively affected the growth of Kenya's publishing, books selling and related industries -fherefore

they propose an amendment of the second Schedule of the VAT Acl,2Q13 to provide zero rating ofthe

educational related malerials. This will be in line with the vision 2030'

15



'l he repealed VA'l- Act, Cap 476, granted vAT remission (0% vAT on ta(able goods and servicessupplied to o &G companies'. This is still currcntly applicahrc 10 most o& c ""r.piri* given rhat thefive year transition period with respect 10 vAl' remission on hxable goods and services that weregranted under the vAT Act,2013. The remission scherne, did not address the impact on the o& Gsubcontractors most of whom arc in a significant vAT refund position given that thf provide servicesexclusively to o & G companies. The cost of financing,rr. "."*,. ,*it,r"r r"ffi*rch can take upto 3 years to be paid has to be factored in the contract price which in"reaseslhe cost of exploration anddevelopment.

T'he remission scheme expires with effect from September 20lg and supplies by o & G subcontractorsfor services will be subject to vAT at I6%. Although this will address the vAT refund challenges of thesubcontractors, it will effectively increase the cost of investnrent of o& G "o-f-i", as servicesaccount for more than 80% of the sectors cost during the exploration and development phase. The oil&Gas companies are also not making any supplies ani therefore do no1 have the ability to pass the vATcost to the final consumer' 'fherefore proposes an amendment of the second Schedule of the vAT Act2013.

In relation to Tourism and Ilospitality on the proposed exclusion of service charge from vAT will helpto increase the take home disposable income for tie lower level of employe". i, ti" hospitality industry,hence boosting their morale This will also help Kenya to retair its image as the favourable tourismdestination due to competitive hotel prices. PWCtherefore recommends that the proposal be retained.

1.9. Kenya Association of Manufacturers (KAM)
Kenya Association of Manufacturers submittcd thai the nagnitude of the excise increase in December2015 has resulted in an unprecedented excisc shock; sincc the excise driven price increases, volumeshave significantly reduced and it is not clear how muoh further they w r accrine drir"n by inliationadjustments' ln order to allow for the industry and Govemment to absorb and understand the impact ofthese changes on the market performance und Gor".nn,"nt revenue, we propose that the powers of theCommissioner General to adjust for in{iation be deleled.

Ijxcise stamps are a cost to thc manufacture or exporter and therefore would add to the cost ofexport yetexports are not supposed to attracl tax or levies in general and the increases in excise tax is likely toincrease busincss informality against govemment obj"cctivc to formalize th" 
""onon,y. 

-'

T.he lmpact of an increase in Excise duty on Non- alcoholic drinks are generally price elastic (with anincrease in price, consumption reduces by more than the lcvel of price rise) this th.."fo." ,"qui.",manufacturers to reduce their margins significantly so as to take up the additional cost in ordcr tomaintain sales and market share in the environmenr of rcduced demand. rn r;gni 
"iilri., an increase inthe excisc duty result into rcduoed profits, government revcnues.

with the proposed amendment, the cosl of produoing thc plaslic products will significantly increase.'l'his will cssentially cause a ripplc effect on the cosl of goods and products 
"on.ir-med 

by the gencralpublic.
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The Act increases the rates of cxcise fax on boer, spirituous alcohol and wine by 43%,46% and 8tl%

respectively. This will lead to an increase in consumer prices and force them to shift to cheaper,

unregulated and untaxed alcohol which has serious health burdcn implications;

When tax is to be applied to electronic cigarettes, it should be specifically levicd on the quantity of e-

liquid sold as opposed to the device uscd as the delivcry system

The motor cycle sector is a fairly new and growing industry, and the additional duty burden of Kshs.

10,000 will have a negative impact on its gro*th, the price of a motor cycle, kshs. 10,000 is a huge

increase to the unit cost. This will either be absorbed by the producers significantly reducing their profits

or by the consumers-who arc low end eamers e.g. boda boda riders. This will definitely reduce the

number of sales of locally produced motor cycles and in turn a collapse of the industry;

Motorcycle Assemblers contend that imposition ol an excise duty of 10,000 per unit of the motorcycle

ryrakes it expensive for local customers and should be removed. Instead the NTSA Motorcycle Operation

iegulations 2015 should be implemented to improve motorists' road safety'

Kerosene is a raw material in paints and resins manufacturing the industry. Kerosene comprises 40% in

Alkyd resins. Kerosene is atso an input product in shoe polish manufacturing, therefore, for industrial

use should be exempted from excise duty and there should be introduced regulations to govem the

consumers of kerosene, their registration and certification'

VAT exemption should not be restricted to only a few types of brans. There should be inclusion of 16%

VAT on raw materials used for manufacture of animai feed i.e. 2302.20.00 (rice bran) and 2302.40.00

(bran from other cereals).

By zero rating officially donor funded projects, the input vAl' of suppliers to large officially funded

inliastructure projects, would not be restricted. This eliminates the increase in cost to those suppliers

that could in fact be passed on to the project contractor in full or in part'

, r view ofthe rising costs of housing as well as steep rise in intercst rates, the allowance ofsh. 150,000

is not sufficient. The increase will assist several wage earners (middle class and upper middle class) to

invest in housing for own occupation;

There is need for the creation of a central collection of monies collected by County Govemments from

the issuance of Single Business Permits (SBP).

1,10. Kcnya Airways
Kenya Airways submitted that aircrafts parts and accessories are generally exempted from duties under

the Firth schedule to East African Community Customs Management Act (EACCMA). The intention of

the law was to exempt airlincs from custom duty on aircraft related imports. The vAT 201 3 has

spccifically exempted aircrafls spares from VAI' under various tariff codes under part I of First

Schedule to the VAT Act.
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Kenya Airways pays import duty and vAT on some aircraft related parts. According to KRA the itemsare specifically included in rhe EACCMA and vAT 2013. T'he spares are upp.ou"diy the Kenya civilAviation Authority (KCAA) for use by aviation industry. Kenya has no capacity to manufactwe aircrafts
spares hence all supplies are imported from abroad.

In a month Kenya Airways spend in excess of Kshs 100 Million on aircraft related imports. .fhe
company is experiencing cash flow challenges and has to borrow in order to pay taxes. It also claims
refirnd of vAT fiom KRA, but the proccss is lengthy which leaves no economic benefit in paying taxes
and then claiming the refund from the same tax authority. The govemment too does not lose out on anytax revenue but KQ has been undcrgoing cash flow challenges in financing thc tax payments. Thereforeproposes amendment of thc tax laws to exempt taxable supplies to the National ia.rier ror both local
and intemational purchases upon approval by the competent authority.

Ar{arwalla & Khanna submitted on capital c}ains tax that currently a transfer of property thal isundertaken as a result of a corporate restructuring such as amalgamation is exempt fiom cGT ifundertaken in the public interest with the approval of the cabinet Secretary which is impractical formost entities' The Corporate re-organizations which do not involve a transfer of assets outside the groupdo not hvolve loss ofrevenue to the govemmenl as they do not invorve a cash consideration.
The jnternal group company reorganizations *" .*"rnpt from stamp duty under ;;;;.. 95 and 96 ofthe Stamp Duty Act; and a cGT exemption would conform to international i.ri pru"ti". ura trr"comPalies Act, 2015 which allows for sophisticated modes of corporate r"stru"turing such as share buy

Most developments take between 2-3 years to complete. The corporate tax rate is applicable on anannual basis for a development in exoess of 1000 residential units and thus the need lor clarity on whenthe real estate agents would start to bcnefrt is important.

on taxation regime in betting, gaming and lotteries industry, currently a withholding tax certificate isgenerated by the bookmaker for each winning, which presents administrative difficulies. .fhey 
propose

that the bookrnaker is allowed to file one withholdingiax retum aggregating all the tax deducted in theparticular month to which the withholding tax paymcnt relates.

'l'he Berting, Lotteries and Gaming Act, cap. I 3 l has different definitions for betting, gaming andlottery' winning paid by a bookmakcr to a puiter to which 7.5% wlll' lf; uppti"uii" could also fallwithirr the definition ol betting to which 20% Wll.f is applicable.

1.I1. Anjaru,alla & Khanna

1.12. Ilritish American 'I'obacco
'I-he British American 'lobaoco submitled that thc single ticr excise r.egime through the Excise Duty Act
2015 was a step in the right direction. The change of excise regime on cigarettes had been Iong overdue
and this regimc is in line with the besl practice on taxation of cigarettes where all cigarettes are taxed at
the sanro rate in a transparent, preclictable and casy to administer manner. ln addition, the singlc tier
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' specific system is in line with the governments overall public heaith objectives. 'l'he BAT wishes that

the single tier specific excise on cigarette is maintained for it will promote government revenue

sustainability and tax efficiency from our industry.

1.13. Nairobi Securities Exchange

Nairobi Security exchange submitted thal thcre was need promote the national savings and investmenl

culture and to develop the co-operative movement in the country. It was also impo(ant to support the

Kenya Green Economy Strategy and enable Govemment to efficiently deploy budgetary resources

through the Social Impact Bond, also known as a Pay for Success Bond or a Social Benefit Bond whioh

is a contract with the public sector in which a commitmcnt is made to pay for irnproved social outcomes

that result in public sector savings; and thc Green Bonds enable capital-raising and investment for new

and existiag proj ects with environmental benefits.

It was timely to amendment the retirement benefit Act to avail affordable housing to all Kenyans and
r. ng-term firnds to solve working capital challenges in Small and Medium-sized Enterprises (SMEs)

Trade repositories are entities that maintain a centralized electronic record (database) of OTC

derivatives transaction data and by centralizing the colleotion, storage and dissernination of data, TRs

can play an important role in providing information that supports risk rcduction, operational efficiency

and cost savings for both individual entities and the market as a whole.

1.14, Federation of Kenya Pharmaceuticals Manufacturers
The federation is content with the passage of the VAT Act, 2013 as it has resulted in savings by local

manufacturers ofpharmaceutical products which have been passed to the consurners.

1.15. Clean Cookstoves Association ofKenya
Clean Cookstoves Association of Kenya Submitted that exemption of cook stoves that meet ISO/IWA
l1:2012 Tier 2-4 emissions and fuel efficiency, components or parts that are imported to assenrble,

manufacture or repair cook stoves and the raw materials from VAT will go a long way in reducing the

transition costs of consumers fiom the traditional n.rethods of cooking using improved methods. This

",ill also provide an easier entry point for last miles supplies to fi[ in the gap for the rising demands as

ell as generate revenue for the government across the value chain. It will also work as an incentive for

tuming the informal artisanal sector into fonral scctor.

1.16. Kenya Union of Savings & Credit Cooperativcs

Kenya Union Savings & Credit Cooperatives subrnitted that all SACCOs including those that are no1

registered under the SACCOs Societies Acl,2008 engage in providing financial services. They too

need to participate in crcdit information sharing.
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2.0, BACKGROUND INF'ORMATION
The Finance Bill, 201 6 is one of the zurnual Bills introduced in the National Assembly pursuant to
Section 40 of the Public Finance Management Act, 2012. Its rnain objective is to set out the revenue
raising measures for the national government together with a policy document expounding on those
measures. Ideally, it proposes amendments to a variety of laws relating to various taxes and duties as
well as other financial sector statutes.

Section 4l of the Public Finance Management Act,20l2 obligates the National Assembly to process and
pass thc Finance Bill within 90 days of its introduction in parliament. The Finance Bill, 2016 was
introduced in the National by the chairman of the Departmental comn.rittee on Finance, planning &'frade on 166 June, 2016 andtherefore committed to the Departmental committee on Finance, planning
& Trade for consideration in line with Articles 114 and 118 of the constitulion and Standing order 127.
The committee engaged a number of stakeholders whose views are contained in this report.

3.0. ANALYSIS OF THE CLAUSES OF'TIIE F,INANCE BILL,2016

3.1. AMENDMENTS TO THE, INCOME TAX ACT,2013

Clause 2 proposes to amend Section 2 ofthe Act on definition:

The definition of"deemed interest" is moved fronr Section l6 whioh provide for deductions not allowed.
This will imply that the definition of deemed interest is applicable not only in Section 16 but also
throughout the Act.

Clause 3 intends to amend Section 6A of the Act which provides for Residential Rental Income
Tax: It proposes to sc1 the lower Iimit on residential rental income subject to income tax and also
proposes reduction of the applicable tax rate from 12\6 to 10%.

Ilere, the minimum limit of Kshs. 144, 000 per annum (Ksh.l2, 000 per month) is proposcd thereby
exempting lower incomes eamers from being liable to income tax. Besides, Clause l4(l) proposes to
reduce the income tax rate from the cu[ent 12%o to lOYo. This is meant to inoentivize thc owncrs of the
residential rental houses to beef up compliance.

Clause 4 secks to amend Scction 12 that provide for instalment tax:

This Section provides for dcduction of Advance -l'ax, 
Professional lrees, and Allowances lncome as weli

as Presumptivc lncomc'lax. Flowever, il is noted that presumptive income tax Section was repealed in
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'2000 and therefore no longer in use. Hence, this proposed amendment is only updating the law to that

Clause 8 repeals Section 51A that deals with filing of tax relums aud keeping of records. The

advent ofdigitization ofTax Systems through ETR and i-Tax has rcndercd this section redundant

given that it deals with hardcopy filing of rctums hence the proposed delelion.

Clause 9 proposes repealing of Section 72 on imposition of additional tax in case of default in

payment. Penalties are elaborately provided for under Part XII on Administrative and Offences

of the Tax procedures Act 2015.

Clause 10 proposes to repeal section 75A that deals with instalment assessment. 'I'his is

elaborately provided for under sections 28-3 1 of Tax procedures Ac1 201 5.

Clause l l proposes to repeal section 98 on oollection of tax lrom people leaving or have left

Kenya. 1-ax Collections are elaborately covered under Part VII of the Tax Procedures Act 2015.

Clause l2 proposes to delete Section 105 on rcfund ol overpaid tax after the expiry of 7 years.

This is legislated under Section 47 ofthe Tax I'rocedures Act 2015'

Clause 16 proposes to repeal the l3th schedule that deals with transaction requiring PIN. 'fhis is

provided for in l'ax Procedures Act 201 5.

iD

II

l11.

VI

vl1.

Clause 13 amcnds the tr'irst Schcdrrlc on flxcmptions:
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effect.

Clause 5 amends Section 16 of the Act on dccmcd itrterest:

The definition of "deemed interest" is removed from Section 16 which provides for deductions not

allowed and placed in Section two with other dcfinitions implying that it will now applies across the

entire Income Tax Act.

Clause 6 proposes amendment to Section 35 which provide for deduction of tax from some

income: This proposal is meant to actualize the appointment of withholding tax agents for rent,

premiums for use or occupation of immovable property.

With-holding tax by appointed agcnts is used to facilitate effective and efficicnt tax collections and to

reduce tax evasions. Here, part of the taxes is withheld by the user of the immovable property and

'mitted to revenue agency at the point of making payment to the owner of such property.'lhe ultimate

rm is to enhance compliance.

Clauses 7 to 12 tnd 16 propose to repeal various Sections of the Principal Act, mainly to alignment

it with Tax Procedures Act 2015:

This is to avoid duplication in legislation that can occasion conflict and confusion in interpretation.

Sections proposed to be repealed are:

i. Clause 7 proposes deletion of Subsections 6 and 7 of Section 37 that deals with appeal procedure

for an aggrieved person by imposition of a penalty. The appeals are elaborately covered under

Sections 52-57 ofthe Tax Procedures Act.



The proposal seeks to exempt income from employment paid in form of bonus, overtime allowances for
those whose taxable employment income docs not exceed the lowest tax band.

This will give the low income earners more disposable income when they earn these allowances hencethey u'ill be able to have eniranced purchasing power with thc attendant multiplier effect in the
economy.

In addition, there is a proposed exemption of lnterest Income on Bonds issued by the East African
Development Bank:

This will promote investment in these bonds hence availing more credit facilities to be offered by thebank l his is because Thc East African Development Bank (EADB) which was operationalized in July,
2015 is profiled in same category with IMF, world Bank and the African Deveropment Bank.

Clause I4 amends the Third Schedule on tax rates and reliefs:

Increase of annual resident personal relief liom current Ksh.13,944 to Kshs.l5,360. This is provided
under clause l4(a) is 10% increase of the personal relief will lead to a net relief of Ksh. I 1g per monthfor employees. This will slightly increase the disposable income of taxable persons and will lead to a
small reduction in the public revenue from the income tax.

Additionally, there is a proposar to shift upwards of the employment income bands:

Clause l4(b) proposes to increase the income lower band from 133,620 to Kshs.134, 164 per year and
also to increase the uppermost band from Ksh.466,716 to Ksh.Sl3, 373 per annum.

The increase of the lower band implies that some taxable income will be exempted since they will fall
below the lowest taxable income Similarly, tl-re raising of the uppermost band implies that some income
that was subject to a 30% taxabre rate w I be charged at25% if rhis is enacled.

This has the effect of modestly increasing the disposable income ofthose falling under the categories of
these income bands. However, there will be a loss oftax revenue proportionate t. the change.

Further, there is a proposed rcduction of corporate tax rate from 307o to 20o/o to companies that
construct at least 1,000 residential cost units per year. This is proposed in clause l4(c) and is geared
towards incentivizing massive investment in residenrial houses so as to arrcst the glaring housing
inadcquacy in the country.

Clausc l5 amends paragraph 6 of the Eighth Schedulc which provides for taxatioD of gains from
property:

''lherc is a proposal to exempt from ta:< a transfer ofassets invoJving a company where spouses and their
immediatc family hold 100% shareholcling.
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- 
This new proposal will add to the already existing tax exemption on transl'cr of asscls bctween spouses,

former spouses and their immediate family.

Clause 16 proposes to amend the Thirteenth Schedule which provides for transactions requiring

Personal Identilication Number (PIN):

The Schedule is proposed to be repeaied. This is perhaps because the matter is provided for elaborately

in the Tax Procedures Act.

3.2. AMENDMENTS TO THE EXCISE DUTY ACT

Clause l7 and 18 amends Section 2 of the Principal Act on definitions and time of supply on

importation respectively:

The proposal incorporate the Special Economic Zones (SEZs) in the definition of the terms Export and

;rport. This is to incorporate the SEZs to the tax privileges that are enjoyed by the Export Processing

.-ones in tandem with the provisions of SEZs Act.

Clauses l9 and 20 seck to corrcct the wrong rcfcrences that arc made in Sections f0 and 15(1) (b)

of the Principal Act.

Clause 2l proposes to amend the First Schcdule on Excisable (loods:

There is an introduction of an excise duty of Kshs. 7 .205 per litre on the Kerosene. This will lead to an

increase in the price of kerosene to the consumers and given that a significant populalion still relies on

kerosene as fuel, this will add to their tax burden and may not achieve thc intention of checking on the

adulteration of petroleum products as was contained in the 2016/2017 budget statement of the Cabinet

Secretary.

Also, there is an introduction of an excisc duty on cosmetics and beauty products:

^lause 21(b) proposes to impose a 1070 excise duty on these items: This will harmonize the excise duty

. eatmenl of the products regionally with the EAC excise regime'

Further, there is an exemption of waters of tariff 2201.90.00 from excisc duty tax:

This will make bottled water less costly therefore more accessible to consumers.

Finalty, there is a proposal to switch from specific tax system to ad valorem tax systcm on motor

vehiclcs:

Clause 2l(d) repeals the specific taxes ofKshs. 150,000 and Kshs. 200,000 for vehicles less than 3 years

and over tkee years respectively from date of {irst registration and substituting with an ad valorem rate

of 20%. This is for equity taxation principle and also to enhance colleotion oflax revcnue in this area.
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clause 22 proposes an exemption is proposcd on the cxcisabre goods imported or purchased
locally for direct and excrusive use in the imprementation of official Aid- Funded project:

This is proposal seeks to reduce costs on Aid-funded projects subsequently enhancing the coverage in
terms of beneficiaries ofthese projects. This used to'be the practice before the enactment of Excise dutyAct20l5 and is in line with other tax legislations like income tax that exempts incomes of Aid-agencies
and oharity organizations from taxation.

3.3, AMENDMENTS TO THE VALUE ADDED TAX ACT

Clause 23 of the Principal Act on definitions:

The proposal incorporates thc Special Economic Zones (SIiZs) in the definition of the terms Export andImport' This is to incorporate the SEZs to the tax privileges that are enjoyed by the Export processing
Zones in tandem with the provisions of SEZs Act.

Clause 24 amends Section l3 ofthe Act on taxable value ofsupply:

The bill proposes to amend section I 3(7) of the Act by exempting fiom taxation .,any service paid in lieuof tips" provided that it does not exceed ten percent of thc price of the service, excluding such service
charge and that it is distributed directly to the employees of the hotel or restaurant in accordance with awritten agreement betwecn the employer and the employee.

The measure is likely to occasion revenue loss for the govemment curently generated from the service
charge paid in lieu of tips. I-lowever, it will improve the take home remuneration of the employees in
this sector hence increase their families' disposabre income as we as their morare.

clauses 25 & 26 amend Sections 33 & 36 of the Act on fraudulcnt claim and cancellation ofregistration respectively:

The bill in clause 25 proposcs to repeal the section 33 of the VAT Act on sanctions for falsifyirg tax
refund claims since the sanctions for such an offence is adequately covered in the provisions of the Tax
Procedure Act while clause 26 seeks to amend section 36 of the act to correcl a 

"ross 
,eferencing issue

captured in the VA'l' Act.

Clause 27 amends the First Schedule on Exemption supplies:

The bill Proposes to amend the First Schedule of the Act in Part I on lJxempt Supplies by including in
the Iist items such as; Raw materials used in the mernufacture of animal feeds, Motor vehicles imported
or purchased lor direct and exclusive use in the implemcntation of official aid funded projects,
Equipment and machinery, including motor vehicles, imporlcd or purchased locally for official use by
KDI:, NPS and military supplies, Direction-finding compasses, instruments ancl appliances for aircrafts,
I-iqucficd petroleum gas. rvheat seeds, Museunr a:rd natural history exhibits ald .pccimens and scientific
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equipment for publio rluseums, and Chemicals, reagents, films, fllm strips and visual aid equipment

imported or purchased prior to clearance through the customs by the National Museums of Kcnya.

Other goods included in the tist are; taxable goods for the direct and exclusive use for the construction of

recreational parks, upon recommendation by the cabinet secretary responsible for matlcrs relating to

recreational parks, Taxable goods for the direct and exclusive use for the construction of specialized

hospitals with accommodation lacilities upon the recommendation by the CS responsible for health who

shall issue the criteria to be used to delermine eligibility for the exemption and lastly garments and

leather footwear manufactured in an exporl processing zone at the point of importation however it

excludes from the exempted list, the goods supplied to special economic zone enterprises, developers

and operators licensed under the Special Economic Zones Act'

The bill also includes the following taxable services in the exempt services list; Entry fees into the

national parks, Services offered by tour operators on commission, Taxable services for direct and

-. clusive use for the construction of recreational parks, Taxable servioes for direct ard exclusive use for

- e construction of specialized hospitals with accommodation facilities, however i1 excludes from

exemption services list; taxable services for special cconomic zone enterprises, developers and operators

licensed under the Special Economic Zones Ac1.

Clause 28 amends the Second Schedule on Zero Rated supplies:

The bill also amends the second schedule on zero rated supplies by including in the list of zero rated

items; Goods or taxable services to special economic zone enterprises and medicaments containing other

antibiotics not put up in measured doscs or in forms or packaging for retail sale however it excludes

from the list mcdicaments of HS code 3303.20.00.

3.4. AMENDMENTS TO THE TAXPROCI1DURES ACT

Clause 29 amends Section 3 of the Principal Act on dcfinitions:

ff ;'^T;T[:T,:,#li,il[ffi ;,-,i,iJ"1]"fi ::?,l"J;:':J#ff:tl]'J',1fl irepracing

clause 30 proposes to amend section l5 which provide for taxpayers tax reprcscntative:

It intro6uces the appointment of tax representative by non-resident person. Insertion of Section 154 as

proposed in clause 30 enhances tax administration and will ensure that tax legislations are efficiently

and effectively enforced despite the geographical distance between the non-resident tax payers and the

relevant tax agencies. This is meant to enhance tax compliance'

Clause 31 amends Section 17 on duties of appointed person:

This is to correct a grammatical error where there is referencc to the words "person /Ial' instead of

"person shall".
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clause 32 amends Section I9 which provides for apprication for tax agent ricense:

There is an introduction of the requirement to have a recommendation from Tax Agents commiuee inprocessing ofa registration application for tax agent license. It is meant to ensure that credible and most
suitable persons are registered as tax agents given the crucial role they play to facilitate the achievement
ofthe mandate ofthe revenue agency.

Clause 33 too corrects the error in section 22(l) by replacing word .,meeting, with the word ,,writing,,.
This concerns a notification that should be made in writing but not in meeting as currently u,rongly
captued.

Clause 34 proposes to amend section 24 under submission oftax returns:

Empowerment of Kenya Revenue Authority (KRA) to seek auxiliary information with the aim of pre-
populating the iTax system

clause 36 amends section 37 of the Act which provides for tax relicf due to doubt or difficulty inrecovery:

There is a proposed introduction of tax amnesty for ou,ners of assets and businesses outside Kenya who
may wish to re-invest back into the country

Clauses 35, 37, 39(b)

This proposes amendments to set time limits in which the commissioner is to respond to tax payer,s
requests and claims as follows:

i clause 35: Sets 30 days as the period in which the taxpayer is to be notified by the
commissioner on the request for extension of time in tax payment. This is on sectlii. ctause 37 bv inserring words within 30 days in section 42(7) sets ,,,,"-ur"j"f,,,'ifllh th.!
commissioner is to respond to the payer upon being duly informed that the payer is unable to
pay the amount.

iii clause 39(b) proposes to set the time frame of 90 days for the tax payer to be notified on tax
refunds claim.

clause 38 amends Section 42 to provide for appointment an<t rcvocation of value Added Tax
Withholding agents:

-lhis is to reintroduce this provision that subsequenl dcletion in T'ax procedues Act 2015
purportedly deleted. With-holding tax is used to enhance tax compliance and to improve cash-flow
to the exchequer.

Clause 39 amends Section 47 on refund of over_paid tax:
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There is a reduction of period in which overpaid tax is to be refunded from 1 year to 5 years. This is

to give KRA more time to refirnd the overpaid tax. Since there is no provision of payment of

p"rioai" interest on the refunds, the pwchasing power of the refunded moncy will be eroded due to

inllationary forces thereby adversely affecting the tax payers eligible to such refunds.

3.5, MISCELLANEOUS AMENDMENTS

Clause 40: Retirement Benefits Act
The bill proposes to amend section 29 of the Retirement Benefit Act, 1997 in subsection (2), (3) & (4)

on regulation of pension schemes in order to provide for non'renewable perpctual licensing framework

for institutions licensed by Retirement Benefit Authority GBA). It also seeking to cornpel the managers'

custodians and administrators of pension schemes to submit current auditcd financial statements, list of

directors and top management, any changes in clientele by the 30th ol Septembcr every yeal as well as

changes in shareholding, directorship or top managelnent within thirty days afler the change has

'ccurred.

The measures proposed under the amendments ale meant 10 promote tansparency and accountability in

the operations of the institutions as well as remove the requirement of annual licensing.

Clause 41: Kenya Revenue Authority Act

The proposal soeks to amcnd the Second Schedule of the Kenya Revenue Act in paragraph 2 (1) on

quorum of board meetings. It spccifically amends the act to include the ex officio members in the raising

of quorum for a meeting of the board.

Clauses 42 - 44: CaPital Markets Act

The Bill proposes to amend Section 2, 12 and 23 of the capital Markets Act, 2008 on the powers of the

Capital Market Authority. The amendment introduced into the act provides for among things; the

definition of "online forex broker", it also empowers the capital market authority to regulate and

supervise online forex trading in order to facilitate effective and secure trading for the estimated 50,000

investors in the country in online forex trading. The amendment also seeks to compel the "online forex

rokers" to acquire a valid license as per the provisions ofthe Capital Markets Act' 2008'

This is likely to enhance proper regulation of the sector which has witnessed growing interest in online

trading of foreign currency particularly among the youth and also allow the authority to generate

revenue from licensing of thc online forex brokers.

Clauses 45 - 48: Banking Act
Thc amendment proposes to revise section 3l of the Banking Act in subsection (3)(b), (4), (5) and also

insert a new subsection (6) so as to allow the incorporation of the SACCOs, and public utility companics

and any other institution mandated to share credit information; into the orcdit information sharing

fiamework as well as allow the cross border sharing ofcredit information amongst financial institutions'
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This measures proposed in the Bill are meant to increase access to credit, rcducing transaction costs,enhancing efficiency in financial intermediation and fostering financial stability through reduction innon-performing loans.

The Bill also proposes to amend section 34(2) of the banking act on the powers of the central Bank ofKenya to intervene on management. It specifically seeks to compel the central Banli of Kenya to consultthe cabinet secretary in charge of the National rreasury when intervening on a company since themonetary policy aspect of the cor-rntry rests with the National rreasury and therefore it is prudent for thecentral Bank of Kenya to consult with the National Treasury to mitigate the adverse effect of such anintervention on thc cconomy.

In addition' the Bill seeks to amend section 55(2) of the Banking Act on regulation of the bankingsector' it spccifically seeks to scale up the punitive measures that arc in place for financial institutions orindividuals that do not comply with the provisions of the Banking Act or prudential guidelines. Thefines were increased from Kshs. 5 million to Kshs. 20 million for financial institutions and for the caseof natural persons the fines were increased from two hundred thousand shillings to I million shillings.
Finally the Bill proposes to amend the Second schedule of the Banking Act on core oapital requirementfor banks and mortgage finance institutions. It seeks to significantly ;"";;r;; 

". 
n*u,, or mortgagefinance company's core capital requirement from Kshs. I billion to fshs s blttion Uy iotl.

The measure is meant to increasc the capitalization of banks in order to ensure we have a s*ong andstable banking system since such a move might lead to mergers giving rise to bigger congromerates thatare highly capitaliz-ed and perhaps capable of withstanding financiar shocks and crises.

Clause 49: Alcoholic Drinks Control Act
The Bill seeks to amend section 684 of the Alcoholic Drinks control Act, 2010 on tax policies so as toalign the act with the provisions of the seclion 7 (2) of the Excise Duty Act. The proposed amendmentleaves to the discretions of the cabinet secretary when to granl remission on 

"*"ir" duty from beer orwine made of sorghum, millet or cassava unlike under the Alcoholic Drinks control Act which wasmaking it mandatory for the cabinet Secretary to grant excise duty remission of ninety pcr ccntum solong the beer is made of sorghum, millet or cassava grown in Kenya.

Clauses 50 - 5l: Kenya Dcposit Insurance Act
The Bill proposss to amend Scction 7 of the Kenya Dcposit insuran ce Act, 20l2on board nomination. Itspecifically seeks to exclude fiom direct board -emte.ship in the corporation,s board pers.ns frommember institutions liccnscd by the central Bank of Kenya and repraces them with the chief IjxecutiveOlficer of the Kenya Bankers Association.

The measure is to solvc the possibility of conflict of interest among membcrs olthc board oldirectors ofthe Kenya Deposit Insurancc corporation so as to promote good corporate govcrnance, transparcncy andaccormtability in the management olthe corporation.

2A



The Bill also seeks to amend Section 43 in subsection (1) of the Kenya Deposit Insurancc Act, 2012 on

the appointment of Kenya deposit Insurance Corporation as a receiver to provide for the involvement of

the Cabinet Secretary in charge of National Treasury in the appointment of the corporation as a receiver.

This is likely to take away the independence of the Central Bank of Kenya in the execution of its
mandate since it is mandatory for it to consult the Cabinet Secretary.

Clause 52: Public Finance Management Act
The Bill proposes to amend the Public Finance Management Act in Seotion 193(4) on the tenure of the

Accounting Standards Board members. It specifically provides for the appointment of second term of

three years for members of the Board. The measure is meant to preserve institutional memory and

ensure continuity in the affairs of the board. However, the amendment seems to makes the renewal of

the conkacts mandatory.

Clauses 53 - 58: Tax Appeals Tribunal Act

"]re Bill amends the 'l'ax Appeals Tribunat Act to provide for among other things the qualification of a

ecretary to the tribunal, procedure of appeals, procedure for submission of material dooument by the

Commissioner General before the tribuna.l and the appellants and appellant's representatives before a

tribunal as well as the mode of appointment for a clerk to a tribunal panel.

The amendments are meanl to streamline the'fax Appeals Tribunal Act, 2013 with a view to improve

the effectiveness and the elficiency of the Tribunal in order for it to serve its clients in expeditious

manner.

Clause 59: Special Economic Zones Act
The Bill proposes to amend Section 35 of the Special Economic Zones Ac1,2015 on benefits accruing to

special economic zone enlerprises, developers and operators. The amendment removes tlre blanket tax

exemptions with respect to the special economic zones under the Act and limits the benefits to targeted

tax incentives as is or shall be provided in the respective tax laws.

,{.0. SI'AKIiIIoLDI,RS VIE,WS ON 1'IIIT FINANCIi I]II,I,, 2OI6

4.1. Kenya Oil and Gas Association fl<OGA)

VAT on supplies for the oil and gas sector
Clause 27 of the Bill is amended -

(a) in paragraph (a) by inserling the following new subparagraph immediately after subparagraph

(D-
(ia) by deleting paragraph 30 and substituting thcrefor the following new paragraph -
30. Taxable supplies, excluding motor vehicles principally designed for the transport of persons or

goods other than special pur-pose motor vehicle under heading no 87.05 required for use in the field,

imported or puchascd for direct and cxclusive use in oil or gas exploration and development, by a

company granted oil or gas exploration licence in accordance wilh a production sharing contract with

thc Government of Kenya, and in accordance with the provisions ofthe Petroleum (Exploration and

?9
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(b) in paragraph (b)(iv) by inscrting the fo owing new paragraph immediatery after the proposed
pangraph 27 -

28' Taxable services imported or purchased for direct and cxclusive use in oil and gas exploration and
development, by a company granted oil or gas prospecting license in accordance'with a production
sharing contract with the Govemment of Kenya under thc provisions of the petroleum (Exploration
and Production) Act (cap.308) upon recommendation by the cabinet s""."tu.y ,.rponsibre for
energy.
OR

and

Clause 28 of the Bill is amended in paragraph (a) by inserting the following new paragraph
ediately after the proposed paragraph 12 -

13. The supply of goods or taxable services, excluding motor vehicles principally designed for thetransport ol persons or goods other than speciai purpose n.rotor vehicle under hcading no 87.05required for use in the field, imported or purchased for direct and exsh.rsive use in oil or gas
expJorati on and devcloprnent, by a company granted oil or gas exploration licence in accordance with
a production sharing contract with the Government of Kcnva and in accordaace with the provisions ofPetroleum (Exploration and Production) Act (Cap.308) upon recommendation by the Cabinet
Sec onsible for cner
Capital Gains Tax reinvcstment relief
NEW CLAUSE

NG x RP/P Where -
NG - net gain attributable to Kenya as determined under this section aftcr applying indexation
allowance;

l'hat the following new clause be inserted immediately after clause 4 _44 Section 15 of the Income'l'ax Act is amended in subsection (5A) by inserting Lhe following newparagraph afler paragraph (d) -

(e) subject to the rccommendation of the Cabinet Secretary responsible for energy, where and to the
extent that, the consideration rcceived fronr the disposal of an interest i, " d;;",- i: wholly ardcxclusively utiliscd in a contracl area by a contractoi in undertaking petroleum op".u,io* approved
urder a petroleum agreen)ent, within a period of twelvc months prioito and thjrty ,i* 111ontt . after thedisposal of the intercst in a person occr.rs or such other longer periods as wili be approved by the
oommissioncr, then rhe net gain chargeable to tax shall be rediced'by the roltu*ing-#durt:

I n] 1Tl

I{l) - Consideration ulilised
petoleum agreement ;

in the contracl area lowards expenditure approved under a

P - Amount or the valuc ofconsideration attributable to immovable property irlrcnya.
C'apital Gains Tax rate of tax
NIIW CLAUSE
'l'llAT the following new clause be inscrted immediately after clause 5 _
5A.. Scction 34 of the Incomc Tax Act is amcnded in subscction (l) by deloting paragraph (i) and
substituting thercfor with the following ncw paragraph-
(i)tax upon the not gain derived on the disposal of an intercst in a
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3(2) (e) shall be char e ratc s ccified in the Ninth Schedulc.
pcrson subjcct to tax under section



NEW CLAUSE
TIIAT the following ncw clause bq inserted immediately aflcr clause l5 -
l5A. The Ninth Schedule of the Income Tax is amended by inserting the following new paragraph

after paragraph 7 -
7A. Notwithstanding any contary provisions, tax upon the net gain derived on the disposal of an

interest in a person subject to tax under section 3(2) (g) shall be charged at the rate applicablc under

the 8th schedule and shall not be subject to further taxation.

Capital gains tax cost basis
NEW CLAUSE
THAT the following new clause be inserted immediately after clause 2 -
24. Section 3 of the Income Tax Act is amended in subsection (3) (c)

by-
(a) deleting subparagraph (ii) and substituting thereof the following new subparagraph -

(ii) "net gain", in relation to the disposal of an interest in a pcrson, means the consideration for the

disposal reduced by the adjusted cost ofthe interest; and

(b) deleting the word "cost" appearing immediately before the word "consideration" in
subparagraph (iii) and substituting therefor the words "adjusted cost".

NEW CLAUSE
THAT the lollowing new clause be inserted immediately afler clause l5 -
l5A. The Ninth Schedule of the Income Tax is amended in paragraph I by deleting the definition of
"cost" and substituting therefor the following new definition -
"adjusted cost" in relation to an interest in a person, a mining or petroleum right, or mining or

petroleum information means -

(i) the total consideration given for the acquisition of the interest, right or information, including
the fair market value of any amount given in kind detemrined at the time the amount is
given;

(ii) the amount of any expenditure incuned on the interest, right, or information at any time after

its acquisition by or on behalf of the transferor for the purpose of enhancing or preserving

the value of the interest, right, or information, at the time of the disposal;

(iii)the amount of expenditure wholly and exclusively incurrcd at any time afler the aoquisition of
the interest, right or information by the transferor establishing, preserving or defending

title to, or right over, the interest, right or information; and

(iv)the amount of incidental costs to the transferor of acquiring the interest, right or information.

Capital gains tax - tax neutral transactions
NEW CLAIJSE
Ihat the lollowing new clause be insc(cd immediately after clause 4 ..

44. Section 15 of the Income Tax Act is amended in subsection (5A) by inserting the following new

paragraphs afler paragraph (c)

(f.1 Notwithstanding anything in this section and subject to recommendation from the Cabinet
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chargeable to tax on the disposal of an interest in a person that is necessitated by, and takes placepursuant to, a transaction involving the incorporat ton, rccapitalization, acquisition, zrmalgamation,
separation, dissolution, reconstruction, reorganisation or restruct uring of corporate identity involving
one or more group compzuries (to the extent otherwi se permitted by law);

'l'he recommendation of the Cabinet Secretary shall not be uueasonably withheld and shall be granted
or refused within thirty days of receipt by the Cabinet Secretary of notice from the contractor that itintcnds to entcr into such a transaction. Where the Cabinct Secretary lails to comrnunicate his or her
decision, in respect of the notice given within the stipulated period, the recommcndation shall be
decmcd to have been nted.
Capital gains tax -indexation relief
NEW CLAUSE

where- -

That the following new clause be inserted immediately after clause 4 _
4A. Section 15 of the Income Tax Act is amended in subsection (5A) by insening the following new
paragraphs after paragraph (b) -
(ba) The amount ofnet gain shall be adjusted by an indexation allowance from I January 2015 _
(i)to give the gain chargeable to tax for the purpose olthis Act; or
(ii) if the indexation allowance cquals or exceeds the net gain, so as to extinguish it (in which case thc
disposal shall be one on which, after taking acoount of G indexation allowlce, neither a gain nor a
loss accrues).
Notwithstanding anything to the contrary, sub-section (ba) shalr not appry to a disposal on which a
loss accrues.

(d) (i) The indexation allowance is the aggregate ofthe indexed rise in each item ofrelevant adjusted
cost; and, in relation to any such item of cost, the indexed rise is a sum produced by multiplying the
amount ofthat item by a figure expressed as a decimal and determined, subject to sutparagraphs (ii) ,(iii) and (iv) below, by the formula-

(RD-Rr)ru

RD is the retail prices index for the month and year in which the disposal occurs; and

Rl is the retail prices index for January 2015 or the month and year in which the expenditurc was
incurred, whichever is the later.

(ii) if, in relation to any itcm of adjustcd costs, RD, as defined in subsection (l) above, is equal to or
lcss than RI, as so dcfined, the indexed rise in that item is nil.

(iii) it in relation to any itcm of adjusted cost, thc figure determined in accordance with the formula in
subsection (1) above would, aparl from this subsootion, be a figure having more than 3 decimal placcs,
it shall be rounded to the nearest 3 decimal placc.

3?
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f applyi indexation allowance,
Withholding tax on natural resource income
NEW CLAUSE
THA'I the following new clause be inserted immediately after clause 2 -
2A. Section 3 of the lncome Tax Act is amended in subsection (2) by inserti-ng the following proviso

immediately after paragraph (c) -
Notwithstanding any other provision of this Act, income is not chargeable to tax under subsection (2)

and to the extent that, it is c cable to tax under an o1lrer rovision ol this Act

WHT on reimbursement of costs

demobilisation costs

incurred by sub-contractors and mobilisation or

NEW CLAUSE
TIIAT the following new clause be inserted immediately afler clause 15 -
1 5,A. The Part IV of the Ninth Schedule of the Income Tax be amended in Paragraph l 5 -

(a) by inserting the following proviso immediately after item (3);

(3A) The rate of withholding tax applicable under paragraph (2) shall be applied to the service

fee but excluding -

(i) Moneys actually paid by a licensee or contractor to reimburse the non-resident subcontractor for
the cost of mobilization and demobilization; and

(ii) Reimbursement of expenses.

(B) Payment for mobilization and demobilization shall no1 exceed

ihe amounts normally paid in the intemational petroleum or mining industry, having regard to the

circumstalces of the contract, and shall no1 be at a level calculated to transfer a part of the taxable

service fee to the non-taxable moneys referred to in subparagraph (3XA)

In this Part -
"mobilization and demobilization" means the movement of men and equipment to Kenya prior

to operating, and from Kenya after completion thereof, including the movement of men and

equipment in Kenya during operations provided the movement is not to a third party;

',reimbursement of expenses" means payment by a confactor or licensee to a suboontractor to

reimburse that subcontraclor for payments made to a third party on behalf of the contractor or licensee

in respect ofgoods and services which are incidcntal to the subconlract and would not normally, in the

international petroleum or mining industry, be included in the taxable service fee, bu1 does not include

a char e for handlin or administration
Exemption of mcals and other subsistonce providcd in rernote Iocations from l'AYIll
NEW CLAT]SE
THAT the following new clause be inserled immediately after clause 2 -
2A. Section 5 of the Income Tax Act is amended in subsection (4) by inserting the following new

paragraph immediately aftcr paragraph (f)-
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(fa)The value of
directly by the em
remote site locatio
OR

meals and other ameruti
ployer or by a third party
ns for upstream exploratio

es provided to ernployees and
on behalf of the employer who i
n and production operations on a

independent contractors
s a registered taxpayer at
temporary basis;

1. NEWCLAUSE
THAT the following new clause be hserted after clause 59 _
60 The Customs and Excise Act is amended in section 117 A (6) by inseniag the following newparagraph immediately after paragraph (c)-
(d) for the direct and exclusive use in oil exploration and developn.lenl by a company granted
exploration license in accordance with production sharing contracts under the piovisions ofpetroleum(Exploration and Production) Act (cap. 30g), upon lecommendation by the cabinet secretary
responsible for energy;
And

2. Exclude IOCs fi.om the process of obtaining waivers prior to relief from IDF similar. to

increase the tkeshold for non-taxablc mcals from current Kshs. 48,000 which is too low
Importalion issues - Exemption to Railway Development Lery (ltDI)
Importati on issues - Import Declaration Fees

other im rt taxes.

Delete sections 41(5)-(7) of the Income Tax Act
'beneficiai ownership of income, provision as follows:

(1)) Does no1 possess cconomic substance in tlre cor.rr try of residcncc in the case of
rnlerest alties and ement fees of whatsoever naturc

'Except in the case of a Public I-irnited company or a subsidiary of a public Limiled company in thesame col'mtry of residence as the Public Limited Company, where an agreement rnade under thissection provides that income derived from Kcnya is exempt or excluded froir tax, or the application ofthe arrangement resuhs in a reduction in the rate of tenyan tax, the benefit of that exemption,
exclusion or reduction shall not be available to a person who,-for purposes orthe u..urg;o,"n, _(a) Receives the income in a capacity whici is other than trrui"oi, beneficial

owner, within the nteaning accorded to that term by the relevanl international agreement, and
who does not have fulI and unrestricted ability to enjoy that income ,ra to a.i.rf;in. its future
uses; and

IO

Withholding VAT
A.

follows:
That subsection (3) ofsection 42A of the TpA be amended as follows:

(3) Provided that subsccrion (1) shall not apply where -

Amendment of section 42A of the Tax proce durcs Act, 2015 (.IpA) as

taxablc supplies rclate to offioial aidcd lundcd pro.icots;
the Comrnissioner is satisfied the supplier has regularly cornplied u,ith the
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(a)
(b)

obligatior.rs uncJ er this Act through issuance of a Tax Ciearance (lerlificate;

4.2. Priccwatcr House Coopers (pWC)

L,imitation of bencfits

and rcplace them with provisions based on



t

(") the aggegate payment by the agent to the supplier in

the minimum level as determined by the Commissioner upon applicat

the Commissioner is satisfied on application that

a month does not exceed

ion by the supplier; or
the supplicr's nature of(d)

business makes it impractical to withhold and account for tax in accordance with this Section.

B. Amendment of section 17 of the VAT Act' 2013

That the VAT Act, 20i3 be amended by deleting the proviso to sub section (5) of section 17 and

substituting thereo! a new proviso which will read ars follows

Provided that any such excess shall be paid to the registered person by the Commissioner where-

(a) the Commissioner is satisfied that such excess arises from making zero rated

supplies; OR
(b)
(r:)

twelve months from the date the tax becomes due and payable.

tax is withheld by appointed tax withholding agents; and

thc registered p.tso, lodg"r thc clairn for the refund of the excess tax within

Education
Amendment of the Second Schedule of the VAT Act 2013

lntroduction of a new paragraph under Part C of the Second Schedulc -to provide for zero rating of

the following goods:

4820.20.00
4901.91.00
4901 .99.00
4903.00.00
4904.00.00
4905. I 0.00
4905.91.00

Exercise books.
Dictionaries and encyclopedias, and serial installments thereof'

Other printed books, blochures, leaflets and similar printed matter'

Children's picture, drawing or colouring books.

Music, printed or in manuscript, whether or not bound or illustrated'

Globes, printed.
lvtaps and hydrographic or similar charts of all kinds including atlases, wall

maps and topographical plans, printed, in book form.

49d5.99.00 Other maps and hydrographic or similar charts of all kinds including atlases,

wall maps, and topographical plans, printed.

491 I .99.1 0 lnstructional charts and diagrams.

4911.99.20 Examinationpapers,excludingstationcry'
8443.31 .00 Machines which perforrn two or more of the functions of printing, copyir:g or

facsirnile transmission, capable of connecting to an automatic data processing machine or a network'
g443j,2.00 Other printers capable of conneoting to an automatic data processing machine

or to a network.

Oil and gas subcontractors
l'he Sec&d Schedule to the VAT Act, 201 3 be amendcd in PART A by inserting a new paragraph I 3

immcdiately after paragraph 12 as follows:

13.'l'he supply oftaxable goods or taxable selvices, excluding n.rotor vehicles principally designed for

the trarsport of persons or goods other than spccial purposc motor vehicle under heading no 87.05

requircd for use n the ficld, importcd or purr:hascd lor direct and exolusivc usc in oil or gas

exploration and developmenl, by subcontractors of a oompany granted o il or gas exploration license in

aocordance with a
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the provisions of Petroleum (ffi loration and Production) Act (Cap.308) upon recommendation by theCabinet Secr rcs onsible for ener
Tourism and hospitality
The.Finance Bill, 2016 proposes to amend Section 

.13 
(7) of the VAT A ct,2013;(") by adding the words "any service charge paid in lieu oftips,'at the end thereof;

_ (b) by adding the following proviso at the end thereof_
Provided that this subsection shalr only apply in r"rp""t of service charge where-(a) the service charge is distributed directly to employees of the hotel andrestauant in accordance with a written agreement between the employer *d th" 

"-proy"";and
(1,) charge docs not exceed ten percent of the price of the service,

cxcludin
Zero-rating of local supplies to du ty free shops
PAR'f A of the Second Schedulc to the VA'I Act,2013 be amended by inserting the following newparagraph l2 immediately after the proposed paragraph I 

'l

12. "'l he su of oods and taxable services to du free sho

thc seruicc
such service char C

4.3. Instilutc of Certified Puhlic Accountants of Kenya (ICpAK)

(b) inserting the following new subsecti on immediately after subsection (6)-
"(6a) Ifdividends have bcen declarcd out ofgains taxed under section 3 (2) (f), compensating 1ai shall
not a
Amend Section 22A to increase thc tax dcductib le thrcshold lrrr conlribuli ons to thrce hundred and
slx thousand.
Delete section 54 and h I I of the Income 'I'ax Withholdi Tax Rules, 2001aral

Amend paragraph l3 (l) ofth
following words immediately

e Iiighth Schedule by inserting the
afler the words "public interest" -

legal and eoonomic bencfit where the organisati ons have not been involved in
"or to hav
restruoturin

ea
for the last five cars

'l':rx I)roccd urcs Act No. 29 of 201 5
Introducc Voluntary Disclosurc Progran'tlnc (VI)1,) to be designed in such a way that thc KenyaIicvcnue Authority (Kl{A) rs tn a position tu nccord penalty treatmenl for first tintc voluntary
disclosures as follows:

Types of Voluntary I)isclosu re
A 100% waiver of penalty intercst
madc within a gracc period of
3 yctLrs lrom the s-tatrlt<1ry -_

I nccnll vc

Incomc Tax Ac Ca .470

a1

shi

CWII Irra :t lntntcd e aflc rl) gr aph h rl ll1 uSv sb ()eclrpar 9r 1l ,ap ( ) (
,) ccas Io tDi t1 1icel) cs tc,l d uncler th Sgr ct, f taxng

tcd ed b

Anrend section TAby *
(a) inserting the follou,ing
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Penalty and Interest treatment Timely voluntary disclosure

one shilling for every
multipli the tax rate".
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filing date.

Voluntary disclosure made A 80%o waiver ofpenalty interest'

after the grace period of
3 years.

The VDP should be taxpaycr initiated and made before the taxpayer receives:

a) A query from KRA or
b) A notification from KRA of the commencement of an audit or investigation.

For a taxpayer who has already received a query or is already under a KRA audit or.investigation, in

order to q"aify for reduced ienalties, the voluntary disclosure must not be directly related to the

scope of query, audit or investigation'

Second time repeat offenders can only be entitled to 400% waiver if the disclosure was similar to the

follows -
Iy cxhausted in relation to a

or some ol the assets of the

business to a relaled person (rcfet'red to as thc transferee) the transferce shall be entitled to utilize the

tax recovcrable or tax losses of the transferor sub ec1 to the transfer a elnent"

Delete Section 48 and replace with the following new:
;,4g 

11; Wh"r" any tax has been refunded in error, the person to whom tlie.refund has been

enonLor.ly made shall, on dema.nd by the Commissioner, pay the amount erroneously refunded.

(2) Wherei demand has been made ior any amount oftax under subsection (l), that amount shall be

deemed to be due from the person liable to pay the tax on the date upon which the demand is served

upon him and if payment is not made withinthirty days of the date of service, an interest equal to 1%

per month o, p,i th"r"of of such unpaid amount shall forthwith be due and payable'

irrovided that'the interest chargcable under this subsection shall not excecd one hundred percent of the

1ax ori due".
Amendment of section 89 as follows:
(a)provide for remission of interest r:nder subscction (6) by -
iij inserting the words "or interest" immediately after the word penalty whcre it first appears; and

iii) io."rtir"g ttr. words "and interest" immediately after the word penalty where it second appears;

1Uja"t"t" sribsection (7) and substitute it with the following new subsection 7 -
;(D ffr" Commissioner may, upon an application under subsection (6) or on the Commissioner's own

moiion and wifh the approval of thc Cabinet Secletary, remit, in whole or in part, arry penalty or

interest payable by a person except a penalty irnposcd under section 85:

Providcd that the remission of interest is by reason of-
(a)uncertainty as to any question of law or fact;

(b)consideration ofhardship or equity; or
, ol rccov of tar.

C In ssibili or undue difficult ol.cx

The Second Schedule to Act be amended by -
delotin section 3 5 6t] and 37 of the Incorne 'l ax Act:6

d
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a

L) delctin sectlon 96 of the Income Tax AE
Ken a Information and Communication Act, Ca .411A

Anrend Part A oflhe Second Scbcdule to the VA'l' Act by
rnserttng a new paragraph I2 which provides as follows -

"(12) The supply of taxable goods or taxable services to be used exclusively for developmenl andcxtraction activities of a mining contpany gra:rted a miningl rcense in accordance wirh the Mining Act,on recommendation the Cabinet S IE iblc forlt

Amcnd Part C of the Second Schedule
3003.90.00.

1o provide for description of IJS Codes 3003.10.00 and

Extension ofthe l'ransition Period for Imposition of VAT on Pctroleum Products

In the Budget Starement py 2Ol6/lj rhe Cabinet Secretary, National Treasury extendcd by one yearthe transition period for the imposition of VAI' on petroleum products which was to explrc tn
S tember 2016. I{owevcr this was not inco orated in the Financc Bill 2016
I nconsistcncics bcfr,t,e e n the 'l'I,A and VAT Act 2013

Section 104 of the TI)A should ado to section 63 of the VAT Act
Ihe ]-PA to be amended to include the
interests.

provision where thc Commissioner can be able to remit thc

( llarifi cation is required Iiom the Commissioner on the dale whcn the intcrcst shoLrld siaIt
More clarification on the pr-rblication of a rivate rulin to be nrvidcd to sal'c ruard oonfidcntiali
EXCISE DIITY AC'I'20T5
'l he Act should be amcndcd to adopt codc bascd classification in order to avoicl overlapping ol
T hc purpose of imposing
conrrnodity shor.rJd nol be

(o) A clear defi
on exemption of interest.
surrounding the issue;

nition of interest sliould be introduced in thc Aot to provide clarity
I'he definition will also avoid anv luturc disputes \^,ith KRA

excise duty on goods is to disoourage
subjected 10 excise.

consumption and water being a basic

Anrend
back int

(

Amend the Act to clearl
CS

rtcd.
"or from withlolding VATAmend section 17 (5) a) by inserting the words credits from VA'I

Iies".withhcld" irnmediatel after the words "zero rated su

ccti

operators for resistmtion.

eAm cln s no 2 A7 fo hc c ()1 IIc dI} c erh ro s I]o that bscsLl rtbc Sr Sp h LIo d ro de INPIr

the Second Schcdule to
o the list ofzero rated su

fillc utl c Cx bt oo Sk da]l rC us() Ir]14 n Snl clun CTgr
C }I cos dcSspec

C S

Amend the Second Schedule 10 provide
locally by oil and gas companies for all p

for zero rating of good
hases of the oil and gas

s and servi
cycle.

ces imported or purchased

I)aragraph 7 of Part II olthe First Schedule to the VAT Act
II - sen,ices ofthe firs1 scheduleClarification of the word hire undcr l)art

C
'J 

h Ci.i IIco tirl hC Ucd c I() lh l)I sh ul lld C altl IIc tl rl d!l c1c sccl on 0 tlicI t (: t.

(b) In addition, rcturn on loan should be defined in the Act. The Act should also!4gryp!aly4qrnrnllq41igrl.plgqejlrng, or lcnding fees in whatevcr ibrm from 
"*"i."Jrf,.

S94,fi g4eqplhe-!9!999mrng !4!ion
Valuc Addcd Tax l3

excisable goods.



cards and any other related charges or fees should be exempted from excise duty in
innovative financial and paperless mode of payments and improve access of financial
as promote globalizatio 4bie!c!-s!ecell-ger4!

4.4. Kenya Association of Manufacturcrs

Excise Du Ac 2015
THAT clause l9 of the Bill be deleled and substituted therefor with the following new clause -
19. Section 10 ofthe Excise Dut Act 2015 be deleted
Section 28 of the Excise Duty Act is amendcd -

(a) in subsection (3) by inserting the words "excluding excise stamps"

immediately after the word "inscription"; and
(b) in subsection (4) by inserting the words "and unless the relevant excisable

goods are exported" immediately after the word "goods" where it second appears.

,Clause 21 of the Bill is amended -
(a) In paragraph (c) by inserting the words "and mineral water of tariff no.

2201.10.00" immediately after the number "2201 .90.00";
(b) By inserting the fcrllowing new paragraphs after paragraph (c)-

(ca) by inserling the expression "excluding fruit juices (including grape must) and vegetable juices of
tariff no. 20.09", immediately after the word "juices" appearing in the item tilled Fruit juices

(including grape must), and vegetable juices, unfermented and not containing added spirit, whether or

not containing added sugar or othcr swectening matter;
(cb) by inserting the words "1he excise duty for carbonated non-alcoholic drinks under tariff no.

2202.10.00 and 2202.90.00 is reduced from kshs. 5 to Ksh. 3.50 per litre" appearing under the item on

Waters and other non-alcoholic beverages not including fruit or vegctable juices.

Amond thc First Sohedulc as lollows

(a) The excise duty on Beer, Cider, I'erry, Mead, opaque beer and mixtures of
fermented beverages and spirituous beverages of alcoholic strength not exceeding 10% Spirits

of undenatured alcohol; spirit liqueurs ar.rd other spirituous beverages of alooholic strength

exceeding 10% is reduced lrom "Shs. 100 per litre" to "Kshs. 75 per litre;
(b) reduce the excise duty on spirits of undenatured ethyl alcohol; spirits liqucurs

and other spirituous bevcrages of alcoholic strength exceeding l0% from "Shs. I 75 per litre
wilh "Shs. 145 er litre;

Amend the First Schedule as follows:
(a) under item litled "electronic cigarette" replace the word "electronic cigarette"

with the words "e-liquid";
(b) under item titled "clectronic cigarefle" replace the words "Excise duty of Sh.

3,000 per unit" with "Excise duly of sh. 3,000 per 1,000 millilitres".

(") By deleting paragraph (c)

lnclusion of tiuiff oodes for all the items under the first schedule.

39

it 1'lie Lixr,ise I)uty Act is an.rended by inscrting thc followinl. r)cw scolion aflcr



(b) The First Schedule of the Ijxcise Duty Act is amended in part I by inserting the
following new paragraph immediately after paragraph 2 _

3.'fhe minimum retail pricing on cigarette products shail be at an cxcise duty rate ofsh. 100 per pack
of 20 king size cigarettes.

section 43 -
43A. There shall be a minimum retail
Commissioner in the First Schedule.

pricing on cigarette products to be specified by the

The First Schedule of the Excise Duty Act is amendcd in Part III deteting the definition of electronic
cigzrettes and substituting therefor with the following new dcfinition-

"elcctronic cigarettes" means battery powercd elcctronic dcvices that deliver a:r aerosol ('vapour')
without tobacco smoke gencrated from a liquid formulation ('e-liquid' ) whcthcr or not containing
nicotinc atrd icall consistin of a batl , a hcatin elcment and a sto e tank for the c-li uid"

Clause 21 of the Bill is amended by deletin
new paragraph

g paragraph (a) and substituting therefor with the following

(a)

Cornmissioner
certified and cx

for purposes of this Act, kerosene for industrial use is exempted and the
shall publish i, the Kenya (iazette the list of industrial useis registered,
empted.

%
lLl s

liulher
ehi

ind
chi

l c:dIt'r nt irtI c fo a I cai It ()ol') rhf 2c 0stay c Cx SCI u(lpl) o 1II ()cal l iissent lb ed1y v
chi Ic CS firr cIlt nlo l te I ockkn cd d u,t.)o Ik ast r() d cdp v ll) Ic 2.c l (l f() Crhp II} II(. )

t-h c ()l\4 rto ehi cl C SCS hII CISI ec)01' et)l11r'n d 1lr rL'c Ins1a1ctltcl') t t() c1h
xc IC lrSA cI c csl Sai tured trnd CI Crh Ilr lr1i Cs uhed Cl ocaJl f Crh cf al Clucd ts n1o ands CDx sI cpc

I 1ict rhc 8 t) t SI] odC e () tlrf e lehng Icc s dat1 exgr II IC rl Icxo Iud tlnassp v en1 Ib cdng
Ic fiocs n') CX lC dSC ll c1'rrr r cl thc F T1 ts CS ch rrld C 0 thf uC xC SCI uI) 1c

(a)

(b)

It cal {() the r(l Its I',t s() clrnrl Cx scIp 1ra tltlC cd l)l I() Ctlr t,I) lart I Srst cclch Cui l1tI crd tcnlI (,l\4 It0 cI ()s fyc
allt li1I I7 ol rhthcr Iltan to() 1 C cI bulaniil11 ces iu') Sd Sh 0I ()00 CI 1un1

VA't ACT
Clause 27 of the Bill is amended
therefor with the following new sub-

in paragraph (a) by deleri
paragraph -

ng sub-paragraph (i) urd substituting

(i) by inscrting the tariff numbcrs 2302. 1 0.00, 23 02.3 O.OO, 2306. 1 0.00, 23OZ.ZO.OO , 2302.40.00 and
2306.30.00 at the end of ..1 h43
Amend the Second Schedule to the VAT Act to al
for r:laim for input tax:

Iow for zero rating of thcse finished goods to allow

. Pcst Control insecticides

. Other Similar products under
3 80810 lnsecticides
380820 Fungicides
380830 Herbicides, Anti-sprouting Products, plant-growtli Regulators
3 80840 Disinfectants
380890 Rodenticides,

4O

Othcrs are:
Raw and packaging matcrials ftrr agricuhural pesticides

-ll



l.

n

. ROPP Caps

. Solar Water heaters

o dewonners, Acaricides, Paraciticides - 3004.90.90

o Wet blue tanned cow hides - 4104. I I .00

o Wet blue tarured goat skins - 4106.21 .00

r Wet blue tanned sheep skins - 4105.10.00

o Cow Crust - 4104.49.00
r Goat crust - 4106.22.00
o Sheep crust - 41 05.30.00
. Wet blue splits - 4104.49.00
o Finished l,eather - 4107.19.00
. Poultry products, meat and eggs

. Bread
o products under HS heading 31.05 Mineral or chemical fertilisers containing

two or three of the fertilising elements nitrogen, phosphorus and potassium; other fertilisers;

goods tablets or similar forms or in packages of a gross weight not exceeding 10 kg.

Solar Water heaters

Amend Paragraph 3 (a) of lleading lJ to thc third schodu lc to the Incomo Tax Ac1 by deletiug the

vords "twenty percent" and substiluting therefor with "ten pcroen1".

Incrcase allowance of intcrest on housin loans from KSh. 150,000 to KShs.300, 000.

Collection and distribution of SBP Irees - Corurties co llect and apportion Single Busincss Permit Fees

to actlvrtles.
There is need for the creation ofa ccnlral collection of monies collected by County Governments from

the issuancc of Sing Ie Business Permils (SIIP)

4.5. British Amcrican'Iobacco

The introduction of the single tier excise regime through thc Excise Duty Act, 2015 is a welcome

move and is in line with the best practice on taxalion o1' cigarcttes where all cigarettes are taxed at the

sarne rate in a transparent, predictable and easy to admin ister manner. In addition, this is in line with

thi:

Amend the Second Schedule to thc VA'I Act to allow lor zero-rating of filtering or purifying

machi uid sand aratus for li
Amend the Second Schedule to the VAT Act to for zero-rating of officiatly donor fundedallow

gcts.

Amend the First Schedule of the VA'f Act to exempt local manufacturcrs on sale of locally

Leather Goods and Leather Garments accessories

lncomc 'l'ax Act
Expand the current investment allowance to cover

used lor manufacturing Process

f raw materials and finished productsfor storage o

balance basis

flfor asedb tho l.lcnl i)I to becn Ot II crh1axC hzt CI bc yceo1' I Sdc rh P()I thI) atII oOI'I af ro S\/1cl SIIn pp
recla luct'lan ()Lll lt tliIuscd 2t 5tcril bc ngtoC cd lit It l1L)rto eh cI i pcrt) 1hI ntoCiLI r:d al Llet ( prccdeprec

A1

overnmenl's overall ublic hea Ith pp!91_lbp'YrL.., ho Lr lcl. thcrefore, bc n.raintained

manufacturcd Footwear,



t

"No gain or loss shall be included in the computation of income under section (3) (2) (f) in the case ofa transfer of property in exchange lor othcr properly that is necessitated by, ani take. itace purs,rantto, a lransaction involving the incorporation, recapitalization, acquisition,'am"rgu-uii6n, separation,dissolution, reconstruction or similar restructuri;g of corporate identiiy inv"olving on" o. ,ro."associated companies (to thc extent otherwise p"..it.d by liw) upon approval by ttre'commissioner;
but following that exchange, the cost to the transferor of the property acquirea by him shall bc the costof the property transferred, except that the cost to a company or piop".ty ,"""ir.J iy-rt ir, 

"*"t -g"for the issue of its ou'n shares or debentures shall be the cost to the issue or trr" p.op"rty ieceived.

Where any such exemption has been allowed in connection with the acquisition by the transferorcompany of propcrty in another company and the transferee company witlin a p"rioa of two yearsfiom the date of grant of the exempiion, ceascs, otherwise than in consequence of reconstruction,
amalgamation or liquidation, to be the beneficial owner of the property ."^u"q;i;,;" exemptionshall be deemed not to have.allowed and an amount equal to^the .rpitd ;n|1; ;; remitted sharlbecome payable forthwlth, and shall be recoverable from the t an.fe.or comp"any 

"r ^^a"u, 
due to theGovemment, together with penalties and interest thereon from the date ,ir.j- *piij g"*s tax would

have become payable.

4.6. Anjarwalla & Khanna

Capital gains tax
Amend the proviso to provide as follows

Provided that this exemption shall only be applicable where the crileria under section 95 or 96 of theStan I)u Act have been fulfilled.
Amend clause I 4 (c) of the Bill to:
(i)define "unit" further by providing its size in tcrms of square metres and provide that the rental spaceought to bc a building occupied or capable of being occupied as a residence and specifically notinclud a hotel or hoh tla accommoclation ancl
(,i) provide clarity on which accountin g period the real estate developers would start cnjoying the
ooncessional rate of 20%o. they propose tlrat tlre 20Vo raie be applicable from the financial year ir^whioh the Cabinet Sccrcta.ry responsible for Iiousing approves the housing devclopment, provided
the construction is commenccd within a s ecific duralion of lime Ior exanr le 6 months't'axation rcgimc in betting, garning anrl lottcries industr-v
Amend the Income 'l-ax Ac1 with regard to the taxation of winning by punlcrs or players as follows

(a) Clarity be providcd on whether the 7.5% wirhholding 1ax is a first and final tax
on the punter or player, failing which, an inclusion of such winnings as a specified sourcc of
income under section 15 (7) (e);

(b)

(")

- Amend paragraphs (3) (m) ard (5) o of Head B of the Third Schedule to make
refere-nce to "gross winnings" paid by bookmakers to punters as opposed to the curent..grossprofit";

with refercnce to thc size of winnings paid hy bookmakers to punters, the law
should allow for a different compliance mechanism for a botkmaker to deduit -i."*u rt"withholding tax due;

Amcnd the Betting, Lotteries and (iaming Aot t<r Pro\/l de the applicalion of one WIJ'I' ra
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Amend clause 30 of the Bill in the proposed new section 15A by inserting the words "being a person

who controls the non-resident's affairs in Kenya including a manager of the non-resident's business"
immediatel after the words "tax resentative" where it second a ears in subsection
Deletc clause 34 of the Bill
Amend clause 36 of the Bill in the proviso to the proposed new section 378 by -

(a) inserting the words "on taxable foreiga income" immediately after the words
"of any tax" in tl-re proviso; and

(b) deleting subparagraphs (i) and (ii) and substituting therefor with the following
new subparagraphs -

"(i) has been assessed in respect ofthe tax on taxable foreign income or any matter relating to the tax
on taxable foreign income; or
(ii) is under audit or investigation in respect of unpaid tax on taxable foreiga income or any matter
relating to the unpaid tax on taxable foreign income".

4.7. Ken5,a Airways

VAT Act,2013
(a)Ame,nd the First Schedule to the Act which deals with exempt supplies by -

(u) including the following item under Part I - Goods:

"taxable supplies to the national carrier for both local and international purchases upon
approval by a competent authority"; and

(ii) including the following item under Part il - Services:

"taxable supplies to the national carrier for both local and international purchases upon
a com t authorivaia

4.8. I.ederation of Kenya Pharmaceuticals Manufacturers

(b) Arnend the Second Schedule to the Act which deals with zero rating in Part A by inserting the

following item immediately after item 1 1 -
"12. I'he supply of goods or taxable services to the national carrier for both (local and intemational
supplies) upon approval by a competent authority".
Customs and Excise Act, Cap. 412
Amend the Third Schedule to the Act by inserting the following new paragraph -
"the supply ofgoods or taxable services to the national carrier for both local and intemational supplies

upon approval by a competent authority".

The J:ederation is content with the passage of the VAT Act, 2013 as it has resulted in savings by local
manufacturers of harmaceutical roducts which have been sed to the consumers
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4.9. RSM (Eastern African) Consulting Ltd.

VAT Act,2013
That clause 27 of the Bill be amended in paragraph (a) (i) by inserting the following tariff numbers
immediately 6ftgy tariffnumler 2306.30.00 -
"23 04.00.00 and 2303.30.00".
This tariff numbers correspond:
2304.00.00 - oil cakes and other solid residues, whether or not ground or in the form of pellets,
resulting Iiom extraction of soya beaas; and
2303.30.00 - brewin or distil dre s and waste
Clause
immedi

28 of the Bill is amended in paragraph (a) b
ately after the proposed paragr aph 12 .-

y inserting the following ne* parag.aph

ent and
Mining

13. The supply of taxable goods or taxable services to bc used exclusively for developm
extraclion activities of a miaing company granted a mining licence in accordalce with the
Aot, u n recommendation of the Cabinet Secreta nsible for minil

Amend the Bill by inserting a new clause 15A immediatel
l5A. The Ninth Scheduie to the hcome Tax Act is amend

ause 15 which provides as follows:y aft.er cl
ed:

(a) in paragraph 1 by inserting the forlowing new definition in its proper
alphabetical sequence -

"development expenditure" means the cost ilcurred il assessing the ore body and constructing the
production infrastruchue once ttre technical feasibility and commercial viability of the ore body has
been established;

Amend the Bill by inserting a new clause t34 immediately after clause 13 which provides as follows:
13,4. The Second Schedule to the hc<.:me Tax Act be amended -
(i)in paragraph I by iriserting the following new sub-subparagraph after sub-subparagraph (ee) -"(f in case referred to in paragraph 5 (1) (h) for any year commencingl't l-uoriy ^zo 

io,' fir" p",
cent"; and

lo
fo

Il ln e _5h h erns rtrn rh II u,l11o nC LIS( agrpzu sub- 1.,
j p v ftcr sub s ll alal'paragra hph bp Fgra (0

thero LI]b (1I l-rl edus rI sc ,.1l traalt o coI erclliDl alI S S

Income Tax Act, Cap. 470

Amend the Bill by inserting a new clause I 5,A' immediatel
l5.A.. The Ninth Schedule to the Income Tax Act is amend

(") in paragraph l by inserting the follou,ing new definition in its proper
alphabetical sequence -

"reimbursement of expenses" means payment by a subcontractor or a licensee to a subcontractor to
reimburse that subcontractor for payrnents made to a third parry on behalf of the contractor or licensee
in respect ofgoods ald services which are incidental to the subcontract and would not normally, in the
intemational petoleum and mining industries, be included in the taxable service fee, but does not
include a charge for handliag or administration";

in paragraph 16 by inserting the following proviso -
ding tax sha.ll not apply to the part of payments fo

at lo
1i

endAm th lB II b llsi I l'tcrt it ewIt IC LISCit 51 [IITl edi clv after laC usc e 5l ll ch \/1fo rll e ASs ollp
5l NThe rhu'i (lS h ud c1 t C) 1nthe () 1l il sI itnlT x tc: ctl bdod insertm cth word I a ecCENS

edI1ru',t.) 1
I rhfter woe dI I]C:O 0lfa or

y after cl
ed:

ause l5 which provides as follows:

dedro l 21rh f othh I'p I serv LII (:s chhi rc cllt.' tp
erm ursabb Cl ex

(b)

Ir) l!l inserting the follo new paragraph after it -



5A. The licensee shall be allowed a fulI deduction of development expenditure in the year which it is
uncured.
A.mend the Second Schedule to the Act -

(a) Irr paragraph 2a Q)by inserting a new sub-subparagraph (h) immediately after
sub-subparagraph (g) as follows -

"(g) on the purchase for machinery used directly in minilg operations by a person licensed under the
Minhg Act";

(b) In paragraph 24 (2) by inserting a new sub-subparagraph (e) immediately after
sub-subparagraph (d) as follows -

"(e)in the case of machinery referred to in subparagraph (1) (h) be equal to one hundred per cent of
the ital ex diture"

4.10. Clean Cook stoves Association of Kenya (CCAK)

Clause 23 of the Bill is amended in paragraph (f) by inserting the following definition in the proper
alphabetical sequence -
"Clean cook stoves" includes all stoves, ranges, grates, cookers (including those wi& subsidiary
boilers for central heating) barbeques, braziers, gas-rings, plate warmers and similar non-electric
domestic appliances which meet the ISO/IWA 1l:2012 tier 2-4 for emissions aad fuel efficiency as

confrmed by Kenya Bureau of Standards.

Clause 27 of the Bill is amended in paragraph (a) (vi) by inserting the following new paragraphs
immediately after the proposed paragraph 65 -

"66.Taxable goods locally purchased or imported by manufacturers or importers of clean cook
stoves for direct and exclusive use in the assembly, manufacture or repair of clean cook stoves
approved by the Cabinet Secretary for Treaswy upon reconmendation by the Cabinet Secretary
responsible for Energy and Petroleum.

67. Lrputs or raw materials Iocally purchased or imported by manufactuers of clean cook stoves by
the Cabinet Secretary for Treasury upon recommendation by the Cabinet Secretary responsible for
Energy aad Petroleum.
68. Stoves, ranges, g,rates, cookers (including those with subsidiary boilers for central heating)
barbeques, braziers, gas-rings, plate warmers and similar non-electric domestic appliances, and parts
thereof, or iron or steel with the following tariff numbers.

-Cookhg Appliances and Plate Warmers-

7321.1 1.00 For gas fuel or for both gas and other fueis

7321 .12.00 For liquid tuel

7321 .19.00 Other, including appliances for solid fuel
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- Other Appliances-

7321.81.00 For gas fuel or for both gas and other fuel

7321.82.00 For liquid fuel

7321.83.00 Other, including appliances for solid Fuel

7321.90.00 Parts

4.11. Kenya Union of Savings & Credit Cooperatives Ltd

Clause 45 of the Bill be amended in
(a) paragraph (a) by inserting the words "co-operative Societies Act, cap. 490,, immedialely after

the words "SACCO Societies Act, 2008";
(b) paragraph (c) (i) by inserting the words "Co-operalive Societies Act, cap. 490" immecliately

after the words "SACCO Socicties Act, 2008,,; and
(c) paragraph (c) (ii) by inserti:rg the following new sub-subparagraph immediately after

subparagraph (da) -

(u) Section 64 of the Stamp Duty Act is amended by insertiag the following new
paragraph immediately after paragraph (d) -

"(d) shares ofco-operative societies duly registered ia Kenya"; and
(b) Section I i7 of the Stamp Duty Act is amended by inserting the following new

subsection afler subsection (1) -
"(1A) a transfer of shares of a co-operative duly registered in Kenya provided that such a transfer

daa institutions licensed under the Co-o eralive Societies Act, Ca 490"

4.72. Nairobi Securities Exchange

Stamp Duty Act

occurs on an auton.lated and trans ent electronic latform."
Income Tax Act
Clause i3 ofthe Biil is amended by deleting paragraph (c) and substituting therefor witl the following
new paragraph -
"(c) in paragraph (2) -

(i) by insertrng the following nerv sub-subparagraph after subparagraph (g)(ii) _

"(iii) in the case of a company conducting business in either the tourism, agriculture, wholesale and
retail trade, ma:rufacturing, business process outsourcing, finarrcial services, energy, minng or
technology sectors that seeks to list its shares via introduction on the Growth Enterprise Market
Segment, twenty per cent for the period of five years commencing immediately after the year of
income following the date of such listing"; and

(ii) by inserting a new subparagraph immediately afler subparagraph (h) as follows

"(i)in the case of a company that constructed at least one thousand residential urits a.nnuallv. twentv



comlnencrng operations
(b) clause 45 of the Bill is amended in par agraph (c) by inserting the following subparagraph afiersubparagraph (ii) -"(iii) by inserting the words "trade repository', immediately before the words .,or authority,, in

Irublic Private Partnerships Act
Section 2 of the Public Private partnershi s Act is amended in section 2 by inserting the followingnew definition in its proper alphabetical sequence -
"contracting authoritv", means a State department, agency or state
Corporation, but excluding county Govemment, which intends to have a firnction undertaken bv it

va'ie

l)

5.0. COMIUITTEE RECOMMENDATION
Having received written submission and analyzed the proposals by the shareholders, the Committee has
consolidated amendments for further discussions with the slakeholders and the National Treasury inLine with Article 1 14 for possible introduction into the Bill during the Committee stage. The
amendments are annexed to this report.

t) il

rL i\-"c-'.\o1<.

DEPARTNMNTAL COMMITTEE ONFINANCE, PLANNING AND TRA}E

TIIE HON. NELSON GA]CIIUIIIE, MP

VICE CIIAIR}ERSON



per cent for that year of income, subject to approval by the Cabinet Secretary responsible for
housin

(a) Clause 2 of the Bill is amended by inserting the following new definition after
the proposed definition of"deemed interest" -

"Social impact bond" and "Green bond" means a fixed income product issued either by the national
government, county government or a company to enable capital-raising and investment for new and
existing projects with environmental and social benefits;"

(b) Clause I 3 of the Bill is amended by inserting the following new paragraph
after the proposed paragraph 54 -

"55. Interest on a social im act or een bond."
Retirement Benefits Act
Amend the Investrnent Guidelines to provide the maximum investonent for each asset category as

follows:

1. Cash and Demand Deposits in institutions licensed under the Banking Act Of the Republic of
Kenya. 5%
2. Fixed Deposits, Time Deposits and Certificated of Deposit in institutions licensed under the
Banking Act of Kenya.30%
3. Commercial paper, Corporate agency registered by the rate Bonds, Mortgage Bonds and loan stocks
approved by the Capital Markets Authority non listed and other instruments issued by private
companies, provided the bond or instrument has been given investrnent grade rating by a credit rating
agency registered by CMA, a collective investment schemes incorporated il Kenya and approved by
the CMA reflecting this Category. 30%
4. Preference shares and ordinary shares of Companies quoted i-n the Kenya and approved by the
CMA reflecting this category, to read asr

Preference shares, ordinary shares and other listed securities quoted on an approved securities
exchange and approved by the CMA 70%
5. Kenya" Uganda or Tanzania Govemments SecLrities iurd in-frastructure bonds issued by public
i-nstitutions and collective investment schemes incorporated in Kenya, Uganda and Tarvania.90Vo
6. Unquoted shares of companies' incorporated in Kenya and collective investment schemes
incorporated in Kenya and approved by the CMA reflectiag this category. 5Yo

7. Offshore investrnents in banks deposits, goverrment securities, quoted equities and rated Corporate
Bonds 15%
8. lmmovable property in Kenya and units in property Unit Trust Schemes incorporated in Kenya and
collective investrnents schemes incorporated in Kenya and approved by the CMA reflecting this
category. 30%
9. Guaranteed Funds. 100%
10. Private Equity and Venture Capital 10%

other assets commodities, trade receivables etc t0%
Banking Act
(a)Section 2 of the Banking Act is amended by inserting the following new definition i,n its proper
alphabetical sequence -
"trade repository" means an entity duly incorporated in Kenya under the Companies Act that does not
engage in banking either in a core, supplementary or supportive capacity and operates a robust and
secure techlology platform for receipt, storage, analysis aad dissemination of derivatives and other

11. An

A1

es of data and has uted a Letler of Comfort from the Central Bank of Ken a before



ANT{EXES

ANNEX I: CONSOLIDATED AMMEND}4ENTS F,R.OM THE STAIGHOLDERS

ANNEX 2: MINUTES

49





ti it Co Kenfoct oe As SScC Iis toC i1 t:
JUSTIFICATION

PROPOSAL

following definition in the proper alphabetical sequence -
lcl"un .look stoves" includes all stoves, ranges, grates' cookers

liicfuaing those with subsidiary boilers for central .heating)
Lu.b"qr"i, braziers, gas-rings, plate warmets and sitnilat non-

"i".tii" 
ao..tti" uiplian""s *t,ict.' meet the ISo/IWA 1l:2012

,i", i-q A, emissions and fuel efficiency as confirmed by l(enya

Bureau of Standards,

h (f by inserting the
Clause 23 of the Bil Iis amended in ParagraP

MATITIX ON TX{E MEMORANDA ITECEIVED ON TIilE FINANCtr BILL' 2016

Clause 27 of th
the following
paragraph 65 -

2

(a) I(enya through its Second Natio
Intended Nationally Determined

the United Nations Couventio

nal Communication and

Contributions (INDC) to

n on Climate Change

"66.Taxable goods Iocally pu:chased ot impofted,. by

manufacturers 1r importers of clean cool( stoves tbr direct

""a 
a*"f*ti"a use in tlie assembly, manufactule or repair of clean

aooL rtor". approved by the Cabinet Secretary for.Treasuty upon

,..o**tnaution by the Cabinet Secretary lesponsible for Energy

and Petroleum.

e Bill is amended in Paragraph (a) (vi) bY inserting (a) AlreadY solar equipment, wind Power, thermal energY and

new paragraPhs immed iately after 1he ProPosed hydlopower have been exempt fiom VAT. There is also a

proposal to exemP t LPG. Althougir the Government

reduced in.rPort duty on lmproved cook stoves from 25oZ to

10%, the imPact of this decision is limited as durY is

charged on the Product value while VAT is charged on the

entiri consumer Price. Furth er, the reduction on imPott

Culy does not affect those who manufactttre thess cooli

stoves locally and so local manufacturers do not benefit;

(b) Consumers in I(enYa face difficulty in meettng

theup front costs of Purchasing clean cook stoves. This

purchased or impoded is why they purchase low Priced inefficientstoves over
67. Inputs or raw materl

manufacturers of clean co
als Iocally
ol( stoves b

by
for ones. The im

the Cabinet Secre the efficient hi riced ofi dtt

1

1

(UNFCC) shows commitment to the Paris Agreement

*l'ri"t', *ut signed in 2016 to reduce its emissions belou'

business as usual levels bY 2030;
(b) iecondly according to SE4AIl, second to geotherrtta)
'-' .n.rgy, clean cooking is the best option to reduce l(ertya's

GHd emissions and sustainably address the pressure on its

fot'est reserves; and

(c) Only clean cook stoves that meet the TSO/IWA I1:2012
'-' irr'z-q emissions and fuel efficiency as confinned by

KEBS meet this objective of reducing emissions Those

it JJo not meet this ctiterion are therefole disqualified

i.om exemptlon; taxing such stoves will discourage their

use and enhance adoption of clean cook stoves'
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MATRD( ON TIIE MtrMORANDA RECEN'ED ON TIItr FINANCE BILL' 2016

i (a)

excrse revenue;
(e) Mitigates the risk of a price war among industry players as

the motivation for setting low retail seiling price in order'

to make saving flom a low excise tax base has been

rernoved; and
(f) Promotes increased investment in quality and preuium

ducts

locally produced and

to the government in
(d) Levels the PlaYing

imported cigarettes
field for both
in contributiontherefore, be maintained

a Oil and Gas Associationtr(e OG

exemption for goods. However VAT exemption was llot

exten;ed to services. Services account for approx 80-90'%

of the cost base of the Industry' At 16% VAT, this leads to

an increase in costs of approx ' 13-15%';

(b) In addition, there is concern that the above provisions are

not extended to upstream petroleum development activities

where a majority of the costs will be incurred;

(c) O&G "orniuri"t 
are in investrnent phase and any VAT

suffered is therefore a tax on investment This makes

I(enya a more costly jurisdiction for O&G compared to

other Regional Count.ies that provide relief fol VAT for'

O&G comPanies;
(d) Finally, the change from zero- rating to exempLion means
' ' 

supplieis cannot ;eclaim any input VAT 
-suffered 

and any

irrecoverable VAT is passed on to O&G companies as

an additional cost.

pplied to O&G
ich was similar'
roduced explicit

(a) PLe VAT Act, 2013 goo

companies were subject

to zero-rated. The VA

ds & services su

to remission wh
T Act, 2013 int

VAT on supplies for the oil and gas sector

Clause 27 of the Bilt is amended -
(a) in paragraph (a) by inserting the following new
' . 

subparagiaph immediately after subparagraph (i) - 
^

(ia) by deleting paragraph 30 and substimting tllerefor the

following new paragraPh -
30. Tax"able iuppti"i, excluding motor vehicles principally

designed for the iransport of persons or goods other than special

purpose motor vehicle under heading no 87'05 required for use in

it. fi.ta, imported or purchased for dilect and exclusive use in oil

or gas exploiation and development, by a company gtanted. oil or'

gas exploration licence in accordance with a production sharing

Jontrait with the Government of l(enya, and in accordance with

the provisions ofthe Petroleum (Explolation and Productiou) Acl

(Cap.308) upon recommendation by the Cabinet Secretary

responsible for energY; and

(b) in paragraph (b)(iv) by rnserting dre following^ new' ' 
paragraph immediately after the proposed paragraph 27 -

28. Taxabll iervices imported or purchased for direct and

exclusive use in oil and gas exploration and development' by a
C dancI eAC ot]st'1l)o SIoodteIIa p plltCO AII gasgrvl)

I']etet'l fo t(vel'o nmthdr Gf1 CCOhS AIdo ctrt1 Ioh a

3



MATRIX ON THE MEMORANDA RECEIWD ON TIM }.II\ANCE BILI,, 2016

In order. to develop tlre oil & gas rndustry, Capital Gai ns Tax(CGT) poticy should provide for an incen tive for funds earnedfi'om thc disposal of O&G interests in Ke;ya to be reinvested inrhe country,s upstream petroleum sector. This is particularlrmportant as l(enya rs corlpeting for funds
t'

with other region alcountries that have proven corarnercial reserves of O&G andtherefore needs to ensure its maximizes rnvestment in O&G inI(enya

rh C 10 s o sII t)p I rhe etro ltletl 0 i1t' t1oxp(E il dllC C ? 3(.)( ll o ilp ) ICp o l11l1r d :l ri o l'l Clhe ilby tr tlS C la fC S o IlS b en/ ir lo cl'l cIgl'
oR

(b)

following new
paragraph lZ _
13. The supply
vehicles principa
othel than specia
required for use i
exclusive use in
company granted
a ploduction shar

Bill is am
paragrap

ended in
h imme

paragraph (a) by in
diately after the

sefting the
proposed

C1ause 2B of the

lo

1b
ri

I(

of oo 0ds rg taxa b SCIV CC s C C\ LI d I1 Ctn to l'g
d CS cclv gu I C]th lran o il of efsp

-sa) rls o fp do sgo
o -s lTlP o 0 t-u rll eh c c tl II cl cad ll n o 8 0cn I h Cti d Ilr rfed o fPo ti hac 0.l dp (l le 1 ando Io as CX o a op dan d C 0 Il'l ll ilD t, byo t'o CXgas fao o1i j'lp cer'l CC itlit cco ;-d anCC thIt C o t1 tt ca 1.

g rh erh YCGo inn'r ne of C n a aildACIl1 ord C rh rhe .10 S o n Sp of Petro C II l'11 x a(E o t'lp dandPlo uC no C ilC J) 30( L]tl ito C I1',)oLl Ct'11 clI1 il il 1,. rhC aC bv CnS CC C ta nolcs S b c Ib r C cn t'

That the folJowing new clau,
ctause 4 _ se be inserted immediately after
44. Section 15 of the Income .

(5A) bt ;;;;;;i,;;#Ji,:ffi; Hfi :#.ilT:fl:: ;;il:ilijffi

l1

C:l t il (; 11 ;tsp ilT fex n Cv ts 1 c t r icfN E 'i,v CL UA s

irj

lo

1i

c tlS( CC) o crh I C o Ill nlcn ad 0 JI fo crh bCa tiet CCSe 0n-s L] c refary
P I en erehrgy a dt1 0 tJr cxte il tha dtC o t.ns delat o n ICcC fl fio 111 ht d o sal rlIsp an i1 rcte s 111s oIt onl' exc us c U sv ed all Q o IaC aaroC L.o atrn AC ro )'lttl n Cd f I1 olr L]p I-n o rC 2l (l llsp it) C d LIlI dl) L) aftt.e o C aut'tl ICir e l1g t. th in a d0perl

r o t' tollf .q x t'l L) n th s flll t' ct1r d s so a t) T h e L', tel est Jllt Ilo

4

ru nd er
Production)

a person.

of twelve monthsand thi



occurs or such other longer periods as w

Cornmissioner, then the net gain cl.rarg

NG x RP/P Where -
NG - net gain attributable to Kenya as determined under this

section after applying indexation allowance;

RP - Consideration utilised in the confiact area towards

expenditure approved under a petroleum agteement;

or the value of considelation aftributable to

rn I(enimmovable ro

ill be approved bY the

eable to tai shall be

reduced by tl.re following amount

P - Amount

Capital Gains Tax rate of tax
NEW CLAUSE
THAT the following new clause be inserted immediately after

clause 5 -
5A. Section 34 of the Income Tax Act is amended in subsection

(1) by deleting paragraph (i) and substituting therefor with the

following new paragraPh -
(i)tax up-on the'net gain derived on the disposal of an interest in a

person subject to tai under section 3(2) (g) shall be charged at the

rate specified in the Ninth Sciredule.

NEW CLAUSE
iffef tn" following new clause be inserted immediately after

clause 15 -
15A. The Nintlt Schedule of the Income Tax is amended by

fo

b.1

1haftea Iht.l ne Pdr 0 paragrnS rt patagtan p
etl1 ri e l1LIaxs o sllto1r- poncoarldt1 11 p0N tw stadr v1

t tot1SO us1n an rete ssa fo l1al-1 eh d persoedn der poga
abctea aat h Irhaa b CeshI sect nt) 3 )xta nd

3

MATRIX ON TIM MEMORANDA RECEI!'ED ON TIIE FINANCE BILL' 2016

The Finance Act 2014 introdu ced a tax on disposal("Capital Gains

Tax" (CGT)) at the late of 30Yo / 3'l 5Y' for I(enyan compantes

and bianches of foreigl companies respectively This rate is

significantly highel to the general rale applied to the other

i,',ir.t i". ln t<enyu of 5%. The rate of CGT for O&G should be

aligned with that ofother industries to achieve tax equity'

5



under the 8th schedu le and shall not be subject to fi.rrtlrer taxation.

MATRIX ON TI{E MEMORANIDA RECDI}IED ON TTM }-INANCE BILL,2016

,l Capital gai
NtrW CLA

]mltl. following new clause be inserted imrnediatety after
24. Section 3 ofthe Income Tax Act is arrended in subsection (3)

(l) the total consideration given for the acquisition of thernterest, right or infor.mation, including thc fair markeLvalue of any amount grven in kind determined at thetirne the amount is gtven;

a) The defi nrtion of ,,cost" for shara disposalsi ppeats to lirnitthe costs incurred to consideration given for tireacquisition of the interest and

ns tax cost basis
USE (

by-
(a) dereling subparagrapr: (ii) and substiruting thereof the

,,,. .. lollo*,ng ncw sugp2y2g12p11 _(u) 'net gain,,, in relalion to tirc disposal of an interest in apersofl, means the consideratio
adJUstcd cost of the intcrcst: unnn 'ot 

tn" disposal reduced by the

(b) deleting the wqpd .,661

the word ""on.ia".uttoil] ,:pp:ill]c immediateJv before

suusrtut; ng iiierei"; ;;;'; J::, :ltol:llT"::,,,,1,',, and

NtrW CLAUSE
THAT Lhe foilowing new c.la
clause 15 se be inserted irnme diatcly after
I 5A. The 

_N.inth Schcdule of 
^lhe. 

Incorne Tax is arncncied inparaglapb I by delerins the de
,r, 

".Jr",i 
J, 

" 
r" il 

" 
*;; ;:J ;";;1 ;:lon 

o f "cosr" a nd su bsti tu rirr g

aoJusted cost,, in rclation to arp*- r",", .ier, t, 
", 
;'d J: ;jl.Xl :"J,",I i": #J:",],;:#;i* ".

incidental costs and post acquisitio n costs(b) All costs incurred in developrnent of 1he asset includinincidental costs should be deductible similar to deductionallorved fbr olher industries; and(c) Uncertaintv on whether all allowable costal(cn inlo consideration when co lrputing a net gainwould adverseiy impact M&A activrty as buyers andse.llers requi re economic cerlainty in order to proceed withtransactions

does not include

c
s

ts would be

thc arlount o fan ex enditlre incu rled on the inte rest,

I

I

6



MATRIX ON THB MEMORANDA RECEIVED ON TI:[E FINANCtr BILL,2016

(a) Intra-group transactions that are tax neutralare not taxable
for all other Industries but taxable for O&G industry;

(b) The culrent rules will malce itdifficr-rlt for companies and
the industry generally to engage in normal organisalion
and reorganisation practices and would lead to uncertainty
for companies who may wish to enter the sector in Kenya
as post tt'ansaction they may wish to reorganise ll.]eir
holdings.

right, or information at any time after its acquisition by
or on behalf of the transferor for the purpose of
enhancing or preserving the value of the interest, right,
or information, at the time ofthe disposal;

(iii) the amount of expenditure wholly and exclusively
incurred at any tiue after the acquisition of tlie
interest, right or information by the transferor
establishing, presewing or defending title to, or right
over, the interes! right or information; and

(iv) Ihe amount of incidental costs to the transferor of
acquiring the interest, right or information.

Capital gains tax - tax neutral transactions
NtrW CLAUSE
That the following new clause be inserted immediately after
clause 4 -
4A. Section 15 of the Income Tax Act is amended in subsection
(5A) by inserting the following new paragraphs after paragaph
(e) -
(1) Notwithstanding anlthing in this section and subject to
recommendation from the Cabinet Secretary for the time being
responsible for enelgy, no net gain shall be included in the income
chalgeable to tax oll the disposal ofan jrtet.est in a person that is
necessitated by, and takes place pursuant to, a transaction
involving the incorporation, recapitalization, acquisition,
amalgamation, separation, dissolutiou, reconstructior,
reorganisation or restructuring of corporate identity involving one
or more group companies (to the extent otherwise permilted by
law);

The recornmendation of the Cabinet Sec shali not be

7



MATR[X ON TI{E MI:,X{ORANDA RICIIIVEI] ON TI{E FINANCD BILL,2Oi6

unreasonably withheld and shall be granted or refused within
thirty days of receipt by the Cabinet Secretary of notice fronr the

contlactor that it intends to enter into sucil a transaction Where

the Cabinet Secretary fails to corununicate iris or her decision, in

respect of 1he notice given witliin the stipulated period. the

reconrmendation shail be deerned to have been lanted
(a) Given the iong life cycle ofthe sector andthe considerablc

sums required fot investment tlle cost base should be

pl'otected against infl ation;
(b) This is available for other industries in Kenya except oil &

gas. Otl.rer countries also have similar provisions e'g.

South Africa, Ethiopia. UK and others;
(c) Indexation protects the baseinvestment from the

impact of inflation over time and therefore results in fair
computation of net gain.

6 Capital gains tax -indexation relief
NEW CLAUSE
That the following new clause be inserted immediately after

clause 4 -
4A. Section 15 ofthe Income Tax Act is amended in subsection

(5A) by inserting the foltowing new paragraphs after paragraph

(b) -
(ba) The arnount of net gain shail be adjusted by an indexation

allowance fi om 1 January 2015 -
(i)to give the gain chargeable to tax for tlle purpose of this Act; or

(ii) if the indexation aliowance equals or exceeds the net gain, so

as to cxtinguish it (in which case the disposal shall be one on

u,hich, after taking account of the indexation aliowance, neither a

gain not a loss accrues).

Notwithstanding anlhing to tlte contrary, sub-section (ba) sirall

not apply to a disposal on which a loss accrues.

(d) (i) The indexation allowance is the aggregate of tlle indexed

rise in each item of relevant adjusted cost; and, in relation to any

such itern of cost, the indexed rise is a sutn produced by

multiplying the alrount of that item by a figure expressed as a

decimal and determined, subject to subparagaphs (ii), (iii) and

(iv) below, by the formula-

RD RI /tll

8
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MATRIX ON Ttr{E MEMORANDA B.ECEIVED ON TIIE FINANCtr BILL' 2016

RD is the retail prices index for the month and year in which the

disposal occurs; and

RI is the relail prices index for January 2015 or the month and

V"rr i" *fii"fl,fr" expenditure was incuued, whichevel is the later'

rii) if. in relation to any item of adjusted costs' RD' as defined in

:;l;;;;i;;iit;ove, is equal 
'o 

oil"" than Rl' as so defined' the

indexed rise in that item is nil'

riii) if. in relation to any itetn of adjusted cost' the. flgut'e

i;;i";; in u""ora"n."- *ith the formula in subsection (i)

iU.r" *"rfa, 
"prrt 

from this subsection, be a figure hav-ing more

tir* i l.","li'pr;ces, it shall be rounded to the nearest 3 decimal

place.

(iv) the Comrnissioner shall issue guidance on the retail price

iniex that will be adopted for the putpose of applying ]ndexatron

whele-

allowance
a)

Flo

sferhy

,%)tNRIiloTwLldLI.ltIoI142 I0ce C11ir lnaFT(
mrorc5d 1SenrcsI1 pecdt1 ol1e0 IsS drcI& 02 % foth ilAIn pLyLLstllefC)dI INh woe edIIoo slltl bddln octaxd tod SelsNII{IItsiIs tI lgnotrarl

restIIroIo tralrdlob NScdro  I anctorefet't0

ferre

0d bLITL n1'd souh chan
sIt0srhdar.lNTthnot3oC nsumIOb F( ) ddeoIeba.ISNRIilL pprhiSd IIrstanund s

L o l1NSa AC1ralIOd l-Io err ty ptyon o vcl raltco S
olarhbstadar-)raSt1'LItocesThc

NtrW CLAUSE
ifref trr.-ioffo*ing new clause be inserted immediately after

io. i."ri"" 3 of the Income Tax Act rs amended in subsection (2)

Uv i"tJ"g tt . i.llowing proviso immediately after paragraph (c)

iths
on tISlTlcIll octlif ts t,oS o 11roo erIlta dn tn ptwo anyN
l-lexte to thdaIihotl l') )L)s bnu d I (2to axIebach

Withholding tax on natura I resource income
1

9

legislation,

taxation;Iicence,
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ln



€

a)

_o

,a

-c
a

a
o

p

o

o
cFo

.>o
E

o- .J !s qi
.it o ,-Jo

q.9 
"3 

5 g
-.i< (J o 6):
6 > 

- 
_-q -

va,-i.rr.dz-= .si9gg
- -.J-=a= o*E I -@ o o-9 ii 0)*: E;.= s

q: L- r, o @:.;.i a) !: ^d) x tsr ^i^ o
-Y a q] 

= 
o,=

rr) (4 - 'tl
!!-rr-.rELF

>,9tr-g;rr-E
4E.EE€t
.=.o - E q o,

F" -'-;> (J

- a oJ (4 E- 6J

F.:.r l,; bo -1- 5 F 3 !.5 E.^ Cd - .. 
= 

o.-t>_oio-A
,<o:zlnY,=G
.-:- ()-

-o

-o

o.

'tf

'oo
.E

a.

F

r:o

Q.2

?6

O
c.l

*if

5o

,;o

-q

'o
o

E

o
tr
tr

o

-E

-E
!

oI
-q
tro

o-
tr
o

€

E

Eo
,.il
-a
tr

'!

o.o
o

9
o.

v
o

tr

=3
!n

o

E

o
tr

(.)

o

N

-oo

E
_o
g

o

N

.oo
l1

gE -o X q! c
Q -"t o

! I'i opo_!:
=E 

o d) (.)F= = I E.tsts

OFcE.lO!?E
o.-!.r=-.

ar o o.: oG
i= - o= !

;io)tiiG

.o q: -d _,6 y 6oa E u 60() E0) <g -- 6) -
. < o .Y ; hO: !

,-*o_!;E."^-o i: x q *:_ orlj

!E-E :PEsta'
O-Y 

= 
o (E -= h iivcJ.9.9 t? - - x- 5-c3,il8-3 6E'=8,3

E a= tr E 6 ^.o i"L !.+.= ! ; 1-r tn =o o-o o) k tr bog X i:\< = o ^,/ d: G = tu (s ri
^ q;,- jl io.:.!Eo-o

v= = ()t;

ho
.dt!! iivi^)\t--=
ljol2r!roc:.=o-
U 3 -9 :: uoE s ts -8.5
C . E -E'

.=0)--=:1_ E si .,6u .* .s 5r: o -d .s --c)-.OOr
'- € I qo
d) 0) (! ,O)

J.4
9^ @ ; 4.94 - o '->

i 2, E'!e.d s- '; 9=
= t* o -< o
9Y ':: o >-
'-tr..)

EJo t<.d E OO.
a= +l .rn q
)IH Nlfr .: .:1.9--?
.l I ' "..= 6 L-o
5t!i: E P=
-F-d)'-tlF:Z<s..8 5 ^n
zHE:-r 9 3:J

c

o

.e

al
j
,.1

cq
tr]
Uz
Z
Eq

tn
F
zo
rc

U
trl

z

ri
t-,l

z
\
F

o

o

)_a

tr
IJ

.tr

E
_o
tr

E

I

ts
c"
.2
.q
tr

'o-

l

--t
I

l

I

I

,-!



MATRIX ON TII[, IVIEMORANDA RECEIVED ON TIIE FINANCE BILL' 2016

movement is not to a third parry;

ent

ayrn

rb
fee,

IoItracton0a cms bymean vpaften om expenseseLIb SIMr t'foItoACtl't-IbLI cStathISbm LI0ItoIacton trbcoLISatoscen I0Itoaco l1cti hf ohabeno1'ald tythato peadIIen totad enP 11cIchIreC 5SEIVandSoo dIotitj5l1 Pcensee llroll III A vondo t]danacttIt1IIS bcoth ccIVSetaxabt rhd cL]INCbL]dl-l lnn1 trynroumotrc o L-la1.t IP il SOIl1li0nf ha:iuo oltcon td esub t

,b) B;fiii"iri"s are typicallv carried out in remoLe locations

"' ff; ;;;;; una oii'no'" with harsh clit,ates' diflrcult t'o

live in environments and [ar from established

,..\ 8[tt:'"",fi:;ies have no choice but to btrild r:emote sire

'"'l,i;,";;';;:"tr:l:li-.ol],!13J...............J:;#"ffi :l*,"::,11
enroloYees and contractors

illft",ffiffi;'h"''"n' u*ong other arneniries'

AYEelo bjf]

ndoCso gIto p!lll ItceadeS usrll1Ias vIrI(RAa Tli S 1cteo( ) IEl11amL] sato r ltin pgoell'l yeesoteals pt3 lr1th cd InLIPt tosuTCd heraneb IIt'.eIesalllp

NEw cLAusE 
se be inserted immediately after

THAT the following new clau

iti:ttt"3;r 5 0f the Income Tax Act is amended in subsection 
^(4)

il i#,;; tt," rotto*ing new paragraph immediatelv atter

paragraPh(f)-

(ra)rhe varue 
"r 

**l:.i:o-:lll:;;ilTJ[:Xil',:;i]::ff l"ffi :;
and independent '9"1'u""",::1:: ;# ir'" l.e'r,*"a r*puy". ut
oartv on behalf of the emPioYt

:#lt;';;;' l";*ions for'upstream explorarion and ploductton

operarions on a telnPorary basis;

3t 
"ur" 

tn" tn,.,ttold for non-taxable meals from currer,L l(shs'

ovided in remote
d other subsistence Pr

DxemPtion of
locations from

meals an
PA\.8

48 000 wh ich is too low.
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(c

which ar.e pumari.ly acqui red through servlce contractsand are r.e- exporled o11 colnpletion ofthe seIvlCe:) The imposi tion of RDL resu Its in increase ln costsd) IDF is relieved to the extent waivers areobtained pl t0rto the irnpoftation of the goods. The process sometimcsdelays inevttably leading to the paynrent of IDF;

(

Clause 45 of the Bitl be amendedin-
(a) paragraph (.a) by lnserting le wOrds ,,Co-operativeSocieties Act, Ca

"SACCO Socieries
p. 490"
Act,200 8"

tmmediately after thc ll,ords
(b) paragraph (c) (i) by inseri ng the words "Co-operativeSocieties Ac Immediately after the words"SACCO Socictles Act, 2008"; and

AII SAC
SACCOs
services.
sharing.

COs inclu
Societies

Thel' 1oo

ding thoi
Act,20
necd to

e that are ;
08 engage

participate

ot registered under the
in providrng financia Iin credit inforrnation i

(c) paragraph (c) (ii by inserting the follou,i ng ncw sub-

t, Cap. 490,,

)
subparagraph immediatcly after sub aragraph (da) _( oaa, lnstrtutions Iicensetl unde

p

SocietiesA ct, Ca 490"
I the Co-operative

(d) for tlre direct and exclr
devclopnrent rrv , 

-.rrrlr',j'trve use in oil cxpioration and
acc.ordance *iri,'pr"ar.,i"liii.-,:'jlltg exploration Iicense in
of Petroleum (#;;;;;';;'rrns,conlracts under tlte provisions
reconrmcndarion by tt,r" cubln", 'J^t^luction) Acl (Cap. -108), upon
And - _--,.._r Jecl.etary responsible for energy;

2. Excjude IOCs from

fo6 L) tl( es rif) v n erh o n t1
al' all h Cagr Ir (

paragraphimntediateiy aftei

tainingf) ro CCSSp (,) I o b a vc s
s ltl ai to o erh tll rt ta esx

Co-operatives Ltd

o to IC C fir Ill IDr
-l(e U ;l{) o f Sa II

S CCo LTD
8s & Cledit

w.4I(D}YA Atr{ YS

Ii',#i;'8r'1" 
Fi.st Schedule to the Acr which deats with exempr

(a) including thc fo)Jowing itern under part I _ Goods:"taxabie supplies to thi national carrier torl"oih.t.al a,rcirnter.national purchases uor
authority''; uni 

'-"-""" 'pon approval by a competent

vAT Act, 2013

the lollowinII inciudin
Jl - Servicesitem under part

rl
fi.

fi

fi

If a) ft atls danp
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on of fion1 VA'f
as provided for
ine with OECD

These amendments wl
and irnport duties on

under the EACCMA

IL atlow for exemPti

aircraft sPare Parts
which is also in I

ay

lo
fl

fLo

CAI oND po
t tSII nhC :lflo vc sa h gINerclIlrls ggo0ll2 t( ya)( rtson1darart0 fi Ptlo al1on'l00ndsS p Idn SefurT lnsCter1 tltlfl'oob bcC St nallh hc
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tII 10nlan0 II-ltheLemext0

locaI and
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carrier for both
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"taxabie suPPlies
international
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purchases uPon
to the national

d Schedule to the Act w

serting the tbllowing ite

item 11-::i;. il. supply of goods or taxable se'vices to the national

."rri", 
'i". 

Gtfr'tlocal- and international supplies) upon approval

tent authoria comb

hictr deals with zero

m immediately after(b) Amend the Secon

rating in Pa A bY in

Customs and Excise Act,
Amend the Third Schedul

Cto.4'12
. to tt'," e.t by inserting the following

ds or taxable services to the national carrier for

intemational supplies upon approval by a"the supply of goo

com etent authori

new paragraPh -

both local and

2

AI,il aIIilKia&t-w a

for most entlttos;

O) ;;;;;"-;; olganisations which do not involve a Lransrer

'-' of rrr"t, outsid; the group do not involve loss of revenue

;; ;;-;;;;,""nt "u' 'tt'"v do not i*vQlve a cash

that ilSlld ahItIILISF oo eflyle panII s pratL}ulreC va) n SIt ot1all1-li1chII asS gartu 1tstructea II ICa ot IoI po
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c) Sirnilar intenral gr.oup company r.corganisations aleexempt fi.om stamp duty under sections 95 and 96 of theStamp Duty Act; and
(d) A CGT exemption would conform to ilt ternational bestpractice and the Companies Act, 2015 which allows forsophisticated modes of corporate restru cturing such asshale buy bacl<s

The definition of unit is vague and needs further claritl,

(

:j,:Ll,1"O 
ttrat rhjs.exernprion sha only be appticabJe where thecrrtelra under section 95 or 96,lullilled. ot the Stamp Duty Act lrave becn

ti

fer

fi

fo
fe

h :reIC I] s C h CXl" enl t'lo h as eb cpti ll ll o C ri CI] no Ct't c n0 rhCrh ll S o I'] b erh 1Iacq v ans le IO Cr l]']L) il l'l IoP o Cv t'l ap Jr i1ofiv thCIoC n1 :l II a d rh Clr f s Cc Jl'lo a I'] thp :II'] C do o I hvp 0 carsotr Ill h {ld te of a l1 o ) elt exe llr o C C esp n, s tiro ets ath ll nC 0 -sn C CLI Cll e o IEI cq o ll s1 cr-Lt 1 o n anl ma a o otlg il da lro betoqrl C L-. elt C a o n ei of h C IO soP ciIperty
L1 red crho

CEX nl o tlhs il p1b c d cc erilI on (l haye al owed dan an a ril LIo tl1 c UA to thcocil ta it itsp AX fg eln tled asl'l obcc '11
C a Il Cpa rtir rh danash cb cC t) bIA e fi oI1 rh tran s To f CO J',t.l llll aas edp Lr lld to(rth C CJ (l

1,1,]cit'l c lt to th It. i rh c aln se (lanp ll .J les r1 re lteo lio t'lh d a c rh C a Lil a stlp ax o u d h vea L. o Cltl ba cl'pa

fo

ler
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3 (a)

commenced within a specific duration of tirne (for example 6
months).
Taxation regime in betting, gaming and lotteries industry
Amend the Income Tax Act with regard to the taxation of winning
by punters or players as follows:

(a) Clarity be provided on whether the 7.50k withholding tax
is a first and final tax on the punter or player, failing
which, an inclusion of sr"rch winnings as a specified source
of income under section 15 (7) (e);

(b) Amend paragraphs (3) (m) and (5) O of Head B of the

Third Schedule to make reference to "gross winnings"
paid by bookmakers to punters as opposed to the cun'ent

"gross profit";
(c) With leference to the size of winnings paid by

bookmakers to punters, the law should allow for a

different compliance mechanism for a boolcmaker to
deduct and remit the withholding tax due;

Curlently, a withholding tax certificate is generated by the
boolcmaker lor each winning, which presents administrative
difficulties. They propose that the bookrnaker is allowed to file
one withholding tax retum aggegating all the tax deducted in the
particular month to which the withholding t4I p4yfM!I9]!19!r

b( ) Amend the Betting, Lotteries and Gaming Act to provide the

application of one WHT rale for all winnings frorn betting,

gaming and lotteries to simplif, tax compliance.

The Betting, Lottelies and Gaming Act, Cap. 131 has different
definitions for betting, gaming and lottery. Wirtning paid by a

bookmaker to a punter to which 1.5% WHT is applicable could
also fall within the definition of betting to which 20% WHT is

applicable

4 Amend clause 30 of the Bill in the proposed new section l5.A. by
inserting the wolds "being a person wlto controls the non-

resident's affairs in Kenya including a lnanager of the non-
resident's business" immediately after the words "tax
representative" where it second appears in subsection (2).

This is to restrict the Commissioner's choice to a person well
acquainted with the non-resident's place for tax purposes.

5 Delete clause 34 of the Bill This provision is very broad and may be abused by the

Commissioner as it provides a Ieeway for the Commissioner to
demand for any information including information on tliird parties

which ma not be related to ascertainin the tax liabili of a

15



9t

.suelt pssodold aq1 1no ual ]nq JV 
^ruo{ slEr.lalDru,t\Bl lorpuJ aq} ldtuaxs ol poure oslp ,&elslcas

lourqE] aqJ fv^ ruo{ tdulaxa ,(pEe.rlp alp spaal IpuJruv

'e,{uo)
ur alqexPl sr qcrq^ atuocut uSraloJ ol a3uaJeJar eIEtlr puD cglcods
3q plnoqs lr'o^rloaJJe oq o] I8sodoJd arll lo{ .euloaur pasolrstpun
,(ue;o lcadse: ur uorleSrlss,rur Japun sl orl^\ :o xul aq1;o lcadsar
ur passasse usaq sBq oqrv,,:a,{ed xe1 e o1 alqecrlddeur ,(1seuurc aql
se)leur 1r se se,r.rlcafqo slr a^arqoe lou ,{eur 11 

.e,{uay ur pa:e1cap
ueaq lou suq tnq e,(uoy ur olqpxe] sr qclqr^ au:ocur u8ra:o3 11e
go lcadsar ut ,qsauup ue luplS ol slaas luoupuorr.re pasodoJd oqJ

uos eJo IIiqPII
xEl aql ulBuacse o] uor}ErrroJur aql SorrnbeJ aq elaq,,,r uosled,{uu
uro.u uorl?ruJoJur lo; puer.uap o1 s-ror,rod Jauolssrrutuo3 or{l s}ue:8
(pu e:1e 1cy salnpe3o:d xuJ aql Jo 6S uortcas ,aroru:ot1t_lng .uosrad

'i.euoxur u8roto; elqaxzl
uo xe1 ptedun aql ol Surlplci:eguu: (ue Jo oluoiur u8re:og alqexet
uo xz1 predun 3o lcadsa: ur uotlu8rlsenut .ro lrpne .tspurr sr (rr)

io:ouroaur
u8rs:o3 alqexel uo xul oql o1 3ur1e1e: laucru XuD Jo auloJur
uSra:og olquxel uo xul eq] ;o lcedsa.l ur passessp uaaq seq (r),,

- sqdz:Se.redqns a.rau 3ur,u,o11og eqt rDrr't JoJa:oql
Euqnl4sqns puu (ll) pue (r) sqdu:3e:edqns Eurlelap (q)

puE
iosr,r.o:d aq1 ur ,,xe1 .,{uz Jo,, sp:o^r orl} JaUB Xlelerpcuu:r
,.eurocur u8rarog oJqexel uo,, splo^{ aq1 Surpasur (u)

- 
^q 

glg uorlcos
mau pesodo.rd aqt ot osr^ord aql ul IIrg orl] Jo 9E osneic puauv

(r) r

9

laBels luauLdolaaap
qcuo.r saruudu:oc oql e.uo olqele^ ouoceq lll,r pue 1du:oxa
a:e Surlcadso:d ur pa^lonul sarueduoc Sururur o1 sarlddng (e)

- Za[delEEreil
posodord arll .rouz ,{ysletpou:urr qde:3e:ed ,trsu 3ur,no11o;
arp ?uryosur ,{q (e) qdz:8e:ud ur papuaure sr IIrg aql Jo gZ esnelJ (q)

etsBr^ puu stsa]p Surl[lstp ro Sukro:q - 69.96 g697
puB:suEoq

u,(os;o uollce:lxo uro:3 3ur11nse: 's1a11ad .Jo ruloJ oql ur ro punor8
lou lo raqtaq,n 'senprso: pllos roqlo puB saIE3 llo - 00.00.r0[Z

:puodsa::oc slaqunu JJr.lpl srlJI
',,00 0€'to€z puE 00 00 r0t2,,

- 00 0['90[z raqunn
ur.ru] rou? ,{lelerpaururr slaqunu ;yr:e1 3ur,r,.o11o3 orll Sulllss[t
,{q (t) (a) rldu:3e.rud ur papuau? aq llrg aqt Jo LZ asnelc }Bqf

tloz 'rrv IVA
fi{StD pr.1 iutllniuoj(ur1 .uv u.r >-u

9I0z "I1Ig llNYNful [H.L NO (II1\ltrflu Y(N\IUOhitrW trH.t NO XIUMT



Fl

x
2
Fl

E
7
?

2
>

o

oz
,-l

Fd

z
zo
tt
-
.F
t,

a-'L()(D-U:OXUJ
-n3:i-I.iicEl

=:€g:#YY Oq (< c

o=o!ao *r'<
iJlo<F+)o-(D'+
o=if X
3x I o-
9Oq o.D

B3 P 9
i'D o rD ''
o= 5I
cl- : i, a)

= ii =.x6ooB
-=f=

8e3.3a(Ds.7s { s. :.a +u g
- -o -rD >' 'r ii
E <= 8-
n== -
== I co(Doqgq a-

oo_
'oO-No</::'
6 e EE ii
-!? (D o o,-l =-aol-lJ-,!
3.E I & q";
995# : 

=='-E< 2 =a)iF,€ *=.
-i-o " (9

E 6' :!-. a
o(Db E=< X.. FD Oq(D =| t, !-+- lD

=B= 9E
u,a) 0q=
= ca )^:- 6 o x
or,l -P:sE [3
;-=.5

::, F.t 5 -=
3oX L. o-
,; 'rr :l- tr CD

'6<!-o).)(D-oD0-E o q 
= i-r

gcoo(D=

P
o-

(,^c)o)^+C)'LH

a:' -tf 5 
='-;i 

J - - () QYeq H:.EE J.. 1i
^da Y:? r 9 ci (D r,r+ .
+E i H e Eq 3; e;q +qq9.i,g€ I iwI

co.! g." X :rX g=P
o-ii*.-a = -cr'--?c (D - N l'l S 

- 
--'lJ ('j'

=:.-=e"HqH'a<(1nr;:ixE a*qt
5 c)o_o_=.o o I :-JEE=5=iEa3,;"-!f-rr-6-oDD*G9?x ilf,F=

+g,Eifi gE's:
rDe=E?t3B =e ;d' 3,^ .i6 .J (!

I a;- ef F
Y n -i o

9 r o'6 
=. qq ,:n ;D, 6r: 9 '-- o-

3 E 3 Ei a

3 e x E? Bo,o-N=o

=r5a=99qoc6iAEgEcE.

i*iBle$3=
=u---e= o ^ oj 

= =-5 tZ->x=9.,'dP
E€ s:i r*ifi
';F=+$6Eg5,.,,3-<5" ^r Fr }-(r 6) 0p r

ii; d ^'o:<P.h.o-3;-Eq

3i=Hia=:
=9":fEo.r.X*s'3rgB=! o.< q o- *'- 5-HaE;E;co-X 

-- 
D *I X o-5 > ci'<=jF::=ot,r

Eeeeu:98E9 E : H E;
r;HgAIsE
-.trn.D'(]"o

B gE ?H ? A 1
&ts e E [&i9

a= -c)'!,
5 g PF d+ i. .ii 5
D)5Fia-
3@ B- G +\"*-/<6

:3==
o--
= az i)
-.8:7- ea-(D
ro 6-? s.

ii - o' co

3' 9 "rP

ao 5< t

5aa i;iox r--j

6X 9
e > P
\<o='

d=

ce E

=q k
-ota- DDo_:i)A,: E

o

3

=o-

a-

o

tJ

c
=o-

o

fo o a -C) "r-

-a; E _ ygi
d=* e.-,3H
- <D c -.-.i--d7A6=ou5:

= H 3eE 211o)-xo=3=. l,rJ
o- ii X'E g =o =(D,=aDvijJS-

aie,,i€.EEc,s9E1F!.=
=g-E 

BeFffH
5nn"gE9l,EA) Y ",- i =o rt)

€6'AE^?';qB
e g H H +g n I
[c.E T a: g
E; a =o' 

(D

=(D 5 : x
o31 :> *6B o- d6 I
3gk PG q
o +rD 9 o =^5ta <! *g?f qs fidPY ;ro oo !i= =o- .;
o!?bio^.o5I-
ooo o

.9q19<
qP6iE
D;f 

==-=' .n '(, !! c)
5 =O:1 0-
' o 6 o!rrio ovv

V 'ox(,tg-
*dr.ro_
tc@a

o (D 
-=g; !.r dO E (r:]

o o o: nc
z o:9+5 rx
l.0 d'e
e3=5
h ='a

= 
36 F

=io-.) (4
$ or,

5;XF,
- .D 

=. -;i (, o .0'Pdabaa
c _.h

" = tr 9'
Fo-Q-
o-.D:'(D

rXY:J$:J=5-
b =A a, x ., .->
:r-*=:_' NJ tr , .1.

*9b-:]=E&-* DJ ui....... <S. e E r=cBy-9 (D q i. =th -.< i*'o 
=..t-r - 9 i

g 5 P-ii 3 il; =
--Eqs;Bed9i' !S A "!:'d orI* r rtso ?qi
r !:H=@=z<.1 -l =a'ae-E?31H6'
b - q P::- ^qE a a qE=3
a? a,; E 5 =-.:€ o= h'" " I; =- i1 ar a 111 '1 c

.i ao)]-.:^(Don==-

--< /. -_ a) (D

: ea 5 p o 5

E6 = di; 3 E
A- o- (! o',Y o L(, 

= h = ui >no o_

:s€B-=.*"
P 8 * 3 +6 e
-=RE-oA!"'(D 1CD =< !y+co <
* $ o !.= o 6
= = o (Doq oh\]

I



_o:trco!!a)
,9 * !i.a 5 €,! 9

Hy-F.= sXE6-Q (! .:1 -tr 6vl-o
1b"- 6-3 63 oo

,:EgB TE'T
L''b.., * 9 EE€

=3E 
P* E e e

629EI >U,n
3 i 6'€ E >- = q

:: El9= * o,^
(Y=-3(!:(!6i1
-uo:<6).=5* e_ts-o k:E
'5 -o oo * .o SrqgE'E€ExE]hH
-33*z P Fi; E 

=E E si e 3e e SE
o= EE E: d6 iEt S.s-=i s-Ei
-P=E=E#E::i--!9if 'o E;:"Fs R s 5 s 4E;f :3 g: BE E E'H?.= - O. D. Ul H o tr.4oo

-(f

a
-

E

(J

.E
-

f;

a
o

.5
E

o
()

C)

F

h C OOn,) >\ -cg .= -o+' a E(E - =c; =_ 
rl)6 5 |o.E f, E-> -u= tsee, E" BdJ ruc l,=: 

= -€ EE Ise 3 $O tr: !E i 'o
c = I -o co (k Y \-L "i1 o(!.)E .28 tq:f oo ELOo = o -= =; <= .=E6 I i5r e, ,.9ii l? a

^.J>O0)2 F7 t 5 r- -O
J oq=., -o cJ* EeE.E9.6 s F.
BEI:9ir--E 90 !!
o 7r ,: = o' E -E = 

.= 'oSieEsE;E E i,(ts-9?=!tr""1o
.H n s.E._q.r, 3: : 

=E r?9 >P ! =,! B o
9a=D€.:;._. 

= 
5

.ErE-*EE=_I.: 
==.! c c-d E";9 +!:!L'rghxEHEi: 
c)

=_=E ED: u:.o)= oo I o
;.n 

= 
E E b": I** s.: E;aZLaPqEiis.uB

=(.) o c =:5 c - c:=-
-E 

- - =' 
d L < (q o! "'F^ li 9r o- !i^ -cF Y .J o X o X-o F0)=)v>u!!v

tr i1 0).,., o
{o- 1:-== v.)

.!,

@

j
FI
t4l

U
Z
z
tu

3
z

ts

ti
U

a

2,

,i

F
Z

X

-

eE* 5 ts
d -!?:Y bn f
E ts G.E *
'u;'oE9EE EE
o^,Er ga

-*-o- oo)
E =€ $ ; F
> -- 6J O/ >r:U d
3E - " € 

=9Fc,rc\ L -.oLo or =!g c "iE 99;
! 6 =E r x
K tr R.E 6 E
{EE; 

=Po Y -.o _0
b0t bo6 .^;:: E€ ;=E-E- 3;FH=3{*r
H.!d* ^a:4
- ; - o) in *-
o6= a-;
6J _r ol 0) ':^-Y
I 6 

=.9.= 
-o >

h i > tr-oi:EHE ='

li
-o

-.o
tr'5

tr

g

-

o

tr()

-lbo.Eoo.tro..o
E tE I ra
Si E &'tX
?*>,-;fE"H
€:E{€:FE

v= 
= 

\, ri, dit - ".: a - oo-rE;€ sE;I
l! oo:iH c, bDd l!r -- tn - 6l .-..,= -9

{-rCc3>-=ardO=;E.3bxE*iu
iu4EE E? s€;;; E;;;t:
o- t< tr- L r c

=3€eEo4E3f &as sdiS a(r-;r!9-.Ild'o
tr $-o i P !d'o (* E.):i.cr 5 *=^o 

^ d
:l A'E c!,o HE; z
* [EeBE-E H e
'- EE d = o lD oHv.c ^!^ ;.:^ Pv
-.L .n d-o c.-

-r,:o

lE O C'O -E q)
ol'- c o .o
.= *E (gl 

-9 '=.9 = :

i: o o.Y E"E.E6e ''o-Y,^ cr = -= a.= I Z -
;85 6E I rq!= o E=3:;: ? : U
o-q v o -g*E gE $EE
,Ees$EE3:
!, -. iLi X= o-o =9 Ets AH 

=.o 
E

u I tr -== o ^:3 3'$ "6.:6:
'tl-;i5(!-do-q=tEUo.r!.=
!5€.oE.=r-=-'.)(.<- o E X(E
= i o X!l,6 q
=E\r.-----cl).-ZE " 8.€ qpo E,, 9 g 2.= - 7i tE e e 5=:ts o >E.='<,F !doo



MATRIX ON THE MEMORANDA R-ECEII'ED ON TIItr FINANCE BILL,2016

Amend section 7A, by -
(a) inserting the following new paragraph immediately after
paragraph (d) in subsection (3) -
"In case of tax incentives $anted under this Act, one shilling for

shillin of ta-r incentive nted multi Iied b the tax rate"

(b) inserting the following new subsection immediately after
subsection (6)-
"(6a) If dividends have been declared out of gains toied under
section 3 (2) (!, compensating tax shall nor apply".

Amend Section 22A to increase the tax deductible threshold for
contributions to three hundred and sixtv thousand.

This is to avoid double taxation of capital gains on distribution of
dividends. Compensating tax was introduced to act as a safeguard
against companies making perpetual Iosses and still distribute
dividends.

While section 34 (1) (j) sets the CGT rate at 5%o as a final tax,
there have has been no attempts to amend section 7,4' of the
Income Tax Act dealing with Dividend Tax Account and
Compensating Tax. This means that where a company (as
opposed to an individual) sells a capital asset and pays capital
gains tax at a rate of 5Yo, it will still be required to pay an
additional 250lo compensating tax wlren it declares such a gain as a
dividend.
(2) Increasing the tax deductible threshold for contributions to
pension Schemes

A recent World Bank report has noted that Kenya's savings rates
compared to the country's disposable income has remained at
below 15 per cent over the past decade and are indeed declining.

Pension thresholds have not been increased for the last 5-6 years

Increasing the pension tfuesholds will:
a) Mobilize savings for infrastructure development; and

b) Ensure that the ageing population will have sufficient funds at
retirement.

2

Ins titute of Certified Public Accountants of Kenva (ICPAI()
Income Tax A Cap.470

(l) Section 7A should be amended to give a deemed tax credit
arising from tax incentives granted under the Income Tax Act.
Compensating tax on investment allowances amounts to claw
back of tax incentives granted under the income Tax Act.
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Tax Brocedures Act, No. 29 of 2015
lntroduce Voluntary Disclosure Programme(VDP) to be designed

Types of Voluntary Disclosure
treatment Timely voluntary disclosure
of penalty interest.
made within a grace period of
3 years from the statutory
filing date.

Penalty and Interest
A I00% waiver

in such a way that the Kenya Revenue Authority (I(RA) is in a
position to accord penalty treatment for first time voluntaly
disclosures as follows:

Voluntary disclosure made
interest.
after the grace period of
3 years.

A 80% waiver of penalty

The VDP should be taxpayer initiated and made before the
taxpayer receives:
a) A query from KRA or
b) A notification frorrr KRA ofthe corrmencement ofan audit or
investigation.

For a taxpayer who has already received a query or is ah.eady
under a KRA audit or investigation, in order to quali! for
reduced penalties, the voluntary disclosure must not be directly
related to the scope of query, audit or investigation.

Second time repeat offenders can only be entitled to 40% waiver
if the disclosure was similar to the previous one. Thereafter no
waiver will be nled

(l )Voluntary Disclosure Programme (VDP)
The objective of the VDP is to encourage taxpayers who have
made errors in their tax matters due to ignorance or negligence,
and without wilful intent to evade taxes, to come forward and
inform ths revenue authorify on voluntary basis.
A voluntary disclosure under the VDP is one which is timely,
accurate, complete and self-initiated by the taxpayer. I'he taxpayer.
is also expected to cooperate fully with the levenue authoriry.
Under the VDP, the voluntary disclosure would be considered
self- initiated and timely if:

o It is made before the revenue authority queries the tax
payer in relation to his tax assessment;

. It is made before the taxpayer receives notification from
the revenue authority in respect of the commencement of
an audit or an investigation; and

o For cases already under revenue authority's query, audit or
investigation, the disclosure must not be within the
immediate

scope of the query, audit or investigation.

This will encourage taxpayers to come forwald and declale their
tax liabilities under the programme,

21,
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MATIUX ON THtr MtrMORAr\DA RECEIvtrD ON TIII FIT{ANCE llILL. 2016

Amend section 46 by introducing a new subsection (3) which
provides as tbllows -
"(3) When a taxpayer has tax recoverable or tax losses thal are not
fuily exhausted in relation to a business caried on by the taxpayer
and the taxpayer has transferred all or some of the assets of the

business to a related person (referred to as the transferce) the
transferee shall be entitled to utilize the tax recoverable or tax
Iosses of the transferor sub cct to the transfer ent"
Delete Section 48 and replacc with the following ncw:
"48 (l) Where any tax has becn refunded in error, the person to
whom the refund has been erroneously made shall, on demand by
the Commissioner, pay the amount elroneously refunded.
(2) Wherc a demand has been made for any alrount of tax under
subsection (l), that amount shall be deemed to be due from the
person liable to pay the tax on the date upon which the dernand is

scrved upon hirn and if payment is not made rvithin thirty days of
the date of service, an interest equal to IoA per mooth or part
thereof of such unpaid amount shall forthwith be duc and payable.

Provided that the interest chargeable under this subscction shall
not exceed one hundred rcenl oI the tax ori inall duc"

(2) This is to enhance equality as the Act indicates that where a
transferor, wbo has a tax liability transfers all or some of the
assets of the business to a rclated person (transferee), the

transferee shall be liable for the tax liability (transferred liability).
This is a good move save for the fact that it fails to recognize a

transfer oftax losses and tax recoverable in a similar transaction.

(3) This is to enhance fairncss as subsection (l) of section 48
imposes IaIc paymcnt interest from the date the refund was
erroneously paid in addition to the tax paid in error. Thc
imposition of the penalt-.r fi'om the date of refund is punitive.
Please note that the Commissioner in some cases will audit the
refund before funds are released and as such the consequence ol
the error should not be borne by tax payer.

Such a provision would be appropriate if the tax
fraudulently
claims for refund of tax.

(a) This is to give the Comrnissioner discretion in case of
difficuity of collection of interest. Section 89 (6) allows for
application to the Commissioncr for waiver of penalty but
excludes remission of interest.

pa)/cr

,l Amendrnent of section 89 as follows:
(a)plovide for remission of interest under subsection (6) by -
(i) inserting the words "or interest" immediately after the word
penalty where it first appears; and
(ii) inscrting the words "and interest" imrnediately after tlre word
penalty wherc it second appears;
(b)dclete subsection (7) and sr.rbstitute it with the following new
subsection 7 -
"(7) The Comrnissioner may, upon an application under

subsection (6) or on the Comnrissioner's own motion and with the
approval of tire Cabinet Secretary, remit, in whole or in part, any

ena I o scdor lnterest Iitla cnalable b taa rson exce
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NIA'TRIXoNTHEMEMORANDARECEIWDoNTIIEFINANCEBILL,2016

The Second Schedule to Act be amen ded by -
(a) deleting section 35 (68) and 37 (6) ofthe Income Tax Act;

Ken a Inform ation and Communication Act Ca .411A

under section 85:

Provided that the remission of interest is by reason of-
(a)uncertainty as to any question of law ol fact;

of tax.ffi
oIr LIardh h 0aI ll0 Io00 ns de tyL) P q)

ocDS ofTo Xc e,il !lcIo nLI uedss L.r1nc
:1a; fne said sections provide for proce

Local Committee in relation to tax assess

and employees' taxes respectively- The Local Committee 
^has

since been ieplaced with the Tax Appeals Tribunal and therefore'

there is need to harmonise the Income Tax Act with the Tax

Appeals Tribunal Act.

dure of appealing to the

ment on withholding tax

ent

1I TP5I1 o, fh ecS ofllt C1S I]o s oe iI d oIrToM I o p
d tL1e eho :1Sl'u 2.IE axL grthe rclts ha vn eLh se Pilov

a tlletoc itnaf v0So 1l no pL1T1l1o pd C s lioo ClI S p[lo m SsC
Stt] 1Ilt iii:l ean0 eb IOfohefeth ena ll pLCu dann d tls pp

eu d InII IE1nSU hS oi1t.ell Theeass ss m

EAI'S'rdicates 
10

I TPt no 32 od I cS o t-I LLrh IOnfl coch
,I

S pt))
t1od s Sft) oreclaln no od rflerh cer a toIdC al ln pS vp

e Ttho f55nosectrh eeaca Se 5lld vTPrh eo f-12

(b)deleting section 55 of the Income Tax Act; and

(c)The provisions thel ein are we f under section 42II tal(en care o
(c) deleting section 96 of the Income 'lax Act

SIM cards to be registered by telecommunication operators

Ho*.u.r, the subsclibers are not required lo furnish PlN

certificates to the telecomrn unicatio

This is Lo widen the tax blacket Section 27A of the Act requit es

n0 erators

Arnend section 27A o

subscribels should

f the Act to inc
provide PII\i

lude the provision that

coftificates to the

telecommunication operators for registration

Value Added Tax Ac 2013 oinT o1l'l tedeash c preas vwh(
LId srh s llh EIethSil ot0 eat-)t Sdcar s11a dr do

Amendthe Act to clearly exelnpt AT on cards Payments and

related fees or char s

23
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MATRX ON THE ITfEMORANDA RECEIVED ON TIM FINANCE BILL,2016

direct and exclusive use in geothermal, oil or mining prospecling
or exploration, by a company granted prospecting or exploration
license in accordance with Geothennal Resources Act (Cap.
3l4A), production sharing contracts inaccordance wirh the
provisions of Petroleum (Exploration and Production) Act (Cap.
308) or mining license in accordance with rhe Mining Act (Cap.
306), upon recommendation by the Cabinet Secretary responsible
for energy or the Cabinetsecretary lesponsible for mining, as the
case may be are exempt frorl VAT.

However, the provisions are under Part I (Goods) of the First
Schedule to the VAT Act. Current Iegislation is ambiguous given
the exemption is in respect of taxable supplies (i.e. Taxable goods
and taxable services

1

9

Paragraph T ofPart II ofthe First Schedule to the VAT Act
Clarification of the word hire under Part II - services of the first
schedule

(7) Regulations be enacted to provide clarity on the definition of
hire or charter since persons use the taxi cabs to transport thefil
from one point to another.

Amend Part C of the Second Schedule to provide for description
ofHS Codes 3003.10.00 and 3003.90.00.

I (8) The Finance Act 2015 included HS Codes 3003.10.00 and
3003.90.00 under the newly introduced Part C of the Second
Schedule. However, it did not provide the description thereof.

Extension of the Transition Period for Imposition of VAT on
Petroleum Products

ln the Budget Statement FY 2016/17 the Cabinet Secretary,
National Treasury extended by one year the transition period for
the imposition of VAT on petroleum products which was to
expire in September 2016. However, this was not incorporated in
the Finance Bill 2016

(9) This provision be incorporated in the Finance Bill 2016 for it
to be implemented.

Inconsistencies bet*een the TPA and VAT Act 2013
10.(a) The Second Schedule of the TPA should be amended to delete

section 30 0f the vAT Acr.
(10) (a) Section 30 of the VAT Act - Refund of tax paid in error'
was retained. This could result in a possible conflict with section
47 ofthe TPA - Refund ofoverpaid tax.

25
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MATRIX ON THE MEMORANDA RtrCEI\IED ONTIItr FINANCE BILL,20T6

I3. (a) A clear definition of interest should be introduced in the
Act to provide clality on exemption of interest. The
definition will also avoid any future disputes with KRA
surrounding the issue;

(b) In addition, return on loan should be defined in the
Act.The Act should also exempt any adminish'ation,
processing, or lending fees in whatever form flom excise
dury.

(14) Excise duty on cards' related payments discourages use of
cards as a mode of payment. Penetration of oard usage in Kenya is
still in its infancy stage and it needs to be incentivized. Sorne of
the fees involved are Interchange fees between banks which are
charged by the card- issuing bank to the payment processor (or
"acquirer") for each transaction. The Lrterchange feeis bundled
into total fees that melchants for tlansaction rocesslll

14.

( l3) Definition of interest
. Section 9(6) of the Act exempts excise duty on interest and
insurance premium. However, the Act does not define what
constitutes interest for excise duty purposes. This has resulted to
conflicting tax opinions between the industry players and I(enya
Revenue Authorily (KRA).
The industry players consider various fees or charges to be
directly connected to advancement of loans to customers. Such
fees include: loan processing fees, commitment fee among other
similar charges.

The absence ofa clear definition of interest in the Act has resulted
to reliance of the definition contained in the Income Tax Act
(ITA) which reads as follows:

"interest" (other than interest charged on tax) means interest
payable in any manner in respect of a loan, deposit, debt, claim o:'
other right or obligation, and includes a premium or discount by
way of interest and comnritrnent or service fee paid in respecl of
al'l loan or credit"

Excise duty on cards and any other related charges or fees should
be exempted from excise duty in older to support innovative
financial and paperless mode of payments and improve access of
financial services as well as promote globalization through usage
of cards.

Fe deration of Kenya Pharmaccutical Manufacturers (FI(.PXO

The federation is content with the passage of the VAT Act, 2013
as it has resulted in savings by local manufacturers of
pharmaceutical products which have been passed to the
consumers.
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i\{ATRIX ON THE MEMORANDA R.ECEIVED ON TI{E FINANCE DILL, 20T6

(c) By deleting paragraph (e)

informality against govemment objective to fbrmalize the
economy.

(d) Impact of an increase in Excise duty on Non- alcoholic
drinks are generally price elastic (with an increase in price,
consumption reduces by more than the level of price rise)
this therefore requires manufacturers to reduce their
margins significantly so as to take up the additional cost in
order to maintain sales and market sltare in the
environment of reduced demand. In light of this, an
increase in the excise duty result into reduced profits,
overnment revenues.

grape must)and vegetable juices of tariff no. 20.09", immediarely
after the word 'luices" appearing in the item titled Fruir juices
(including grape must), and vegetable juices, unfermented and not
containing added spirit, whether or not containing added sugar or
other sweetening matter;
(cb) by inserting the words "the Excise duty for carbonated non-
alcoholic drinks under taliff no. 2202.10.00 and 2202.90.00 is
reduced from kshs. 5 to Ksh. 3.50 per litre" appearing under the
item on Waters and other non-alcoholic beverages not including
fruit or vegetable juices.

(a) The plastic sector in Kenya is an essential industry and
significant contributor to Kenya's economy;

(b) This sector has grown tremendously in the recent past and
currently, there are 173 enterprises registered in Kenya as
manufacturers of plastics and rubber products. Out of this,
approximately 40 companies produce plastic products
though a process known as film blowing. The 40
companies in the industry have a capital investment of
over Kshs. 20.5 Billion. Currently, it is estimated that the
sector contributed over Kshs. 5 Billion to the Kenyan
Government revenue through taxes, fees and Ievies;

(c) With the proposed amendment, the cost of producing the
plastic products will significantly increase. This will
essentially cause a ripple effect on the cost of goods and
products consumed by the general public.

Inclusion oftariffcodes for all the items under the first schedule Inclusion of 1ariff codes removes ambiguity. For example waters
and non-alcoholic beverages are put together yer they have
different tariffcodes.

,| (a) The Act increases the rates of excise tax on beer,
spirituous alcohol and wine by 43o/., 460/0 and 88%
respectively. This will lead to an increase in consumeriI The excise du on Beer, Cider, Per Mead, o ue beer

29

(b) 
]

Amend the FiLst Schedule as follows:
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MATRTX ON TIIE MEMORANDA RECEIVED ON TIIE FINANCE BILL, 2016

(b) (a) The Excise Duty Act is amended
following new section after.section 43 -

43A. There sliall be a minimum retail pricing on cigarette
products to be specified by the Commissioner in the First
Schedule.

(b) The First Schedule of the Excise Dury Act is anrended in
Part I by inserting the following new paragraph
immediately after paragraph 2 -

3. The minimu[r retail pricing on cigarette products shall be at an
excise duty rate ofsh. 100 per pack of20 king size cigarettes.

(c) The Fi rst Schedule of the Excise Dufy Act is amended in Part III
deleting the definition of electronic cigarefies and substiruting
therefor with the following new definition-

"electronic cigarettes" means battery powered elech.onic devices
that deliver an aeroso[ ('vapor.rr') without tobacco smoke
generated from a liquid formulation ('e-liquid') whether or not
containing nicotine and typically consisting of a battery, a heating

may not have the quantities explicirly indicated on the
packaging, we propose an amendrnent to tlie legislation to
require all ntanufacturers to indicate the quantities on the
package for ease of adn:inistering specific excise rates
proposed per 1000 millilitres;

(e) aligning the terms used to define the various components
of the electronic cjgarette in the Excise Duty Act 2015,
will enhance tax efficiency, equiry and fair levying of rhe
tax burden related to these ducts.

by inserting the (a) M inimum Retail Pricing (MRP) is where rerail prices on
commodities are not permitted to be set below a cefiain
Ievel;

(b) The single specific excise structure has various advantages
in levelling the industry playing field and simplirying rax
administlation;

(c) To further enhance and consolidate tlie gains brought
about by the new excise regime, the proposal is ro have
minimum retail pricing on cigarettes. This will guar.d
against the risk of heightened levels of illicit cigarene
trade by making illegal cigarettes rnore easily derectable
by enforcement agencies;

(d) MRP has the capacity to control or Iower the motivation
fbr dum tn chea CI lettes,nto the rnarket.

(a) The definition of Elecrfonic Cigarette in Part I-
Preliminary of the Excise Duty Act 2015 does nor fully
address the nature ofthe product;

(b) Many different devices (disposables, rechargeable and
modular refillables) are used to deliver the nicotine in the
e-liquid to the consumer;

(c) Depending on consumer preference, the delivery device
may or may not be re-used;
In all cases the consumabie element is the e-li utelement and a stora tank fol the e-l u id"
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1

MATRIX ON THE MtrMORANDA RtrCEIVOD ON TI{E FINANCE BILL,2016

Repeal of the provisions and excise rate under Part I of the First
Schedule under item Motor cycles of tariff 87. I I other than motor
cycle ambulances and Shs. 10,000 per unit.

Clause 2l of the Bill is amended by deleting paragraph (a) and
substituting therefor with the following new paragraph

(a) for purposes of this Act, kerosene for industriai use is
exempted and the Commissioner shall publish in the
Kenya Gazette the list of industrial users registered,
certified and exempted.

(a) The motor cycle sector is a fairly new and g.owing
industry, and the additional duty burden of l(shs. 10,000
will have a negative impact on its growth;

(b) Given the price ol a motor cycle, kshs. 10,000 is a huge
increase to the unit cos1. This will either be absorbed by
the producers significantly reducing their profits or.by the
consumers-who are low end earners e.g. bodaboda riders.
This will definitely reduce the number of sales of local)y
produced motor cycles and in turn a collapse of the
industry;

(c) Motorcycle Assemblers contend that irnposition of an
excise dury of 10,000 per unit of the motorcycle maires it
expensive for local customers and should be rernoved.
Instead the NTSA Motorcycle Operation Regulations 20 l5
should be im lemented to in'r rove motorists' road salb

(a) Cost management: Kerosene is a raw material in paints
and resins manufacturing the industry. I(erosene complises
40% in Allcyd resins. Kerosene is also an input product in
shoe polish manufacturing;

(b) Resins constitute around 50% ofthe paint. With the recent l

introduction of I(es.7,250 per I000 litres Excise Dury, it
directly affects the industry by increasing its production
costs by 6.70/o - 8.4Yo;

(c) MaLket Loss: The sector is alrcady lacing challenges by
loss of export lnarkets to countries like Zambia and
Rwanda. This loss of sales in export markets results to
reduced production capacity in the production plants.

CI

ti

assembled vehicles as opposed to imported used vehicles
which should be the main target for excise dury. The
higher burden is as a result the high FOB prices for the
CI(D packs.

Utilization in the roduction lant is b over 1000 tons

33
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MATRIX ON THE MEMORANDA RECEIVED ON TIIE FINANCE BILL,20T6

. Solar Water heaters
o dewormers, Acaricides, Paraciticides - 3004.90.90
o Wet blue tanned cow hides - 4104.1 1.00
. Wet blue tanned goat skins - 4106.21.00
r Wet blue tanned sheep skins - 4105.10.00
. Cow Crust - 4104.49.00
. Goat crust - 4106.22.00

' Sheep cr ust - 4105.3 0.00

' Wet blue splits - 4l 04.49.00

" Finished Leather - 4107.19.00

" Poultry products, meat and eggs
. Bread
c Products under HS heading 3 1.05 Mineral or chernical

fertilisers containing two or three of the feltilising
elements nitrogen, phosphorus and potassium; other
fertilisers; goods tablets or similar forms or in packages of
a gross weight not exceeding l0 kg.

. Solar Water healers

l Amend the Second Schedule to the VAT Act to allow for zero-
ratingof fiitering or purifying machinery and apparatus for liquids

(a) Water treatment and wastewater treatment industry is fast
growing. Ensuring local production to be colnpetitive will
create jobs and enhance technology development, increase

local content absorption, promote impofi substilution and
expand export ofthese products to the region;

(b) In addition, it will enhance efforts to promote
environmental protection, pollution reduction and create
decentralized waste management infiastrLtcture;

(c) Improving quality of untreated raw water will increase

availability of portable water. Recycling of waste water
will offer additional water availability and security

4 Amend the Second Schedule to the VAT Act to allow for zero-
rating ofofficially donor funded projects.

By zero rating officially donor funded projects, the input VAT of
ects, wouldsu Iiers to la e offlciall funded infrastructure TO
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MATRTX ON THE MtrMORANDA RECEIVED ON TIIE FINANCE BILL,2016

4

Income Tax Act by deleting the words "twenty percenf' and
substituting therefor with "ten percent".

presupposes that the profit of providers of imporred
services is 60%. This is not realistic. On the higher side,
profit margins of service providers are around 20%o;

(b) This high withholding tax rate has encouraged non-
compliance with the tax and created a situation where
services rendered ale paid fol from foreign head offices
thereby leading to conplete loss to the I(enyan tax base;

(c) The 20% withholding tax is sometimes lejected by foreign
suppliers of services because thcy cannot claim the tax as
paid. This is especially so where I(enya does not ltave a
double tax agreement with the counhy of the supplier. Il1

such cases, Iocal companies have to gross up the fees to
factor the tax. This is a huge burden which increases cost
of operations.

(d) The l0% non-resident withholding tax rate is reasonable
and its irnplernentation will encourage compliance;

(e) If this proposal is implemented, I(RA will generate more
revenue from increased withholding tax paylnents;

(f1 ln addition, the burden faced by local companies in regard
to withholding tax on payments to non-resident persons
will be reduced.

Increase allowance of interest on housing loans from I(Sh
I 50,000 tol(Shs.300,000.

(a) In view of the rising costs of housing as well as steep rise
in interest rates, tlie allowance of sh. 150,000 is not
sufficient. The increase will assist several wage earners
(middle class and upper middle class) to invest in housing
for own occupatioll;

(b) The government is now working heavily on affordable
housing and the incentive to employed persons will be

increased in the tax benefits available in line with costs of
borrowing and housing;

(c) In addition it will be a good catalyst for the construction
sector as demand will increase, thus making more iobs

I
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MATRtrX ON TIIE MEMORANDA RECDIWD ON TIIE I]INANCD BILL, 2016

person who, for purposes ofthe arrangement -
(a) Receives the income in a capaciry which is other than that

ofa beneficial owner, within the meaning accorded to that
term by the relevant international agreement, and who
does not have full and unrestricted abiliry to enjoy that
income and to determine its future uses; and

(b) Does not possess economic substance in the country of
residence in the case of interest, royalties and management
fees of whatsoever nature.'

Withholding VAT
A. Amendment of section 42A of the Tax Procedures Act,

2015 (TPA) as follows:
That subsection (3) of section 42A of the TPA be amended as

follows;

(3) Provided that subsection (1) shall not apply where -
(a) taxable supplies relate to oflicial aided funded projects;
(b) the Commissioner is satisfied the supplier has regularly

complied with the obligations under this Act through
issuance of a Tax Clearance Certificate;

(c) the aggregate payment by the agent to the supplier in a

month does not exceed the minimum level as determined

by the Commissioner upon application by the supplier; or
(d) the Commissioner is satisfied on application that the

supplier's nature of business makes it impractical to
withhold and account fol tax in accordance with this
Section.

B. Amendment of section l7 of the VAT Act,2013
That the VAT Act,2013 be amended by deleting the proviso to
sub section (5) of section 17 and substituting theleof, a new

Kenya's tax treaty network as it will move away from a
shareholding requirement to an 'economic substance test
through the requirement fol beneficial ownelship of
income;

(d) The amendment will also cleate certainfy in the
interpretation of tax treaties which will foster fulther
investment in the country.

The Finance Bill, 2016 through ciause 38, has re-instated the
withholding VAT system.However, the system continues to pose

the following challenges:
(a) The systerns' disregard oftransaction volumes

The majority of the appointed WH VAT agents, medium
and large tax payers, deal with nLlmerous transactions and

as such make payments in respect to a multitude of
invoices over any given period. The WH VAT system

does not provide for a value threshold in relation to the tax
being withheld. This nreans that tax payers are required to
withhold VAT and issue WH VAT certificates in relation
to all their VATable transactions regaldless ofthe value of
the transactions. This is adminisrratively cumbersome and

costly for WI{ VAT agents and their suppliers engaged in
hrgh volumes of transactions.

b)Tax payers not being entitled to tax refunds arising frotn
withleld VAT
Unlike the repealed VAT Act, Cap 476 lhat expressly
provided fol refund of tax credit balances arising from WH
VAT, the VAT Act, 2013 only provides fot VAT refunds

arising from making of zero rated supplies, bad debts and

aid in error. This creates an unfavourable cash flowroviso which will read as follows tax
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VIATRIX ON THtr MEMORANDA R.ECEI\,ED ON TTM IINANCE BILL,2016

(a) by adding the words "any service charge paid in lieu of
tips" at the end thereof;

(b) by adding the following proviso at the end thereof-
Provided that this subsection shall only apply in respect of service

charge where-
(a) the service charge is distributed directly to employees of

the hotel and restaulant in accordance with a wlitten
agreement between the employer and the employee; and

(b) the service charge does not exceed ten percent of the price
of the service, excludin such service char

6 (a) In an effort to provide clariry with regards to the operation

of duty free shops, the Finance Act 2015 (,'FA') amended
tire Value Added Tax, 2013 C'VAT Act") to provide for a
definition of'duty free shops' and also made it clear that
goods purchased from duty free shops by passeugers

departing from I(enya to places outside I(enya are subjecL

to VAT at the zero rate;
(b) Unfortunately, the VAT Act does not provide guidance on

the VAT status of supplies made to/acquired by duty free

shops as inventory and/or for use in duty free shops;
(c) The lack ofclear provision in lelation to supplies to duty

free shops has been construed to mean that local supplies
to duty free shops are subject to VAT at dre standard rate
(16%);

(d) Such treatment of supplies to duty free shops will result in
duty free shop operators being in a perpetual VAT refund
position since they do not have output tax against which to

offset the input tax incurred. The said VAT refund clairns

will impair cash flows for both the operators who have to

wait for long peliods before their claims can be processed

and the Government since it will have to budget for these

boosting their morale;
(b) Help Kenya to retain its imagc as the favourable tourisrr

destination due to competitive hotels prices;
(c) Make I(enya more competitive vis-i-vis its counterparts in

the region/continent since a review of international best
practice on the tax treatment of service charges reals that
most countries do not subject such charges to VAT.

Zero-rating of local supplies to duty free shops

PART A of the Second Schedule to the VAT Act, 2013 be

amended by inserting the following new paragraph 12

immediately after the proposed paragraph 1 l:
12. "The supply of goods and taxable services to duty free shops

VAT refunds;
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MATRTX ON TIIE MtrVIORANDA RNCtrI\IOD ON TIIE FINANCE BILL' 2016

tourism, agricultu re, wholesale and retai I trade, manufactu IIng, (f) Financial services

business Process outsourclng, frnancial services, energY, mtnLng

oI technologY sectors lhat seeks to iist its shares via introductiotl

on the Growth Enterpt ise MaLket Segment, wventy Percent for the

per iod of five Years commencLng rmm ediately after the Year of

lncome following the date of such listing" ; and

aph in.rmediateiY after(ii) by irrserring a new subParagr

subParagraPh (h) as follows -
'IDi. th" ;;; ;i;company that constructed at least one Lhousand

,JJiO.ntiut units annualiy, twenty per cent for that year of income'

sr:bject to approval by the Cabinet Secrelary responsrble ror

housin To supporl the 1(enya Green Economy StategY and enab le

Government to efficien tly deploy budgetary resources through(b)

the:
ilin so"iut Impact Bond, also klown as a Pay for Success Bond

Ii 
" 

s".i"is";int Bond which is a contract with the public sector

;;;;;h- ; commitment is made to pav for improved social

ort"o*", tttut r"tult in public sector savings; and

iiii"Or"." s"rat enabie capital-raising and investment for new

)na 
"*itting 

projecrs with environmental benefits'

)Avt](
(

ail affordable housing to all I(enYans; and

b) Availing long-term funds to solve worlcing caPital

cha Iler.rges in Small and Medium-sized EnterPrises (SMEs)

interest" -
"So"iat i*pu"t bond" and "Green bond" means a fixed income

proJu"t irruaa either by the national government' county

povernment or a company to enabie capital-raising . 
and

r"r#t*""i t"t ".* una .*i'ting projects with environmental and

social benefits;"-"- 
irr,-ci^rr.' I3 of the Bill is amended by inserting. the
t"' 

i"rl"*i"u new paragraph aftel the ploposed paragrapl, 54

een bond.""55. Interest on a social im act ol'

by inserting the foilowing
ed definition of "deemed

(a) Clause 2 ofthe
new definition

Bill is amended

after the ProPos

Retirernent Benefits Act
e*""i tn" Investment Guidelines to plovide the

investment for each asset category as follows:

maxlmum

Yo

ft

fe I,It enduensedCr.ts0tutn SllSo tSDCITI ndDancl pCa hS1

aI( 1lo r vankiB ng
ltsoIo Ddcate epCertlia dso tsDITICT ep

%03ei-] :iKfoclnnltathe BIIder':1CE 5 d

J

45

Act Of the RePublic

2. Fixed Deposits,

institutions



MATRIX ON TIil' MEMORANDA RECEIVtrD ON TF{E FINANCE BILL, 2016

3. Comrnercial paper, Corporate agency regrstered by the rateBouds, Mortgage Bonds and loan stocks approvcd by the CapitalMa[kets Authori ty non Iisted and other instruments issued byprrvate companies. provided the bond or instrume nt has beenglven inyestmellt grade rating by a c ledit rating agenc y regtstetedby CMA, a collective lnvestntcnt schemes inco rporated in I(enyaand approved by the CMA reflecting this Category. 30Yo4. Prcfelencc shares and ordinary shares of Companres quoted inthe I(enya and appro ved by the CN{A reflecting this category, tolead as

Prefbrence shares, ordinary shar.es and other listed securities
l:".t:d_?l an approved s""uriti"s 

"r"h";g;;;; ;;;;;J; Or'*"CMATO%
5.^Kenya, Uganda or Tanzania Goverrunents Securities and
l:I^:!-*,:* bonds issued by pu b I ic irr,ir"ii;;, ;;;^;;i;";r"
X]^Y."nl^^r:h"mes incorporitea tn n"nya, tjur"i"""."at anzann. 90%o

6. Unquotcd shares of comor
*il*ti"" 

- "ir,"rt;r;' 
r;:,'rllt"l;,ffijff'#"i"' ri::Xr"' ::ooapplovcd by the CMA leflecrirrg ttri. 

"ut.gory. 
"'5;;""r"

7. Offshore investments in banks depositi-g'ou"nrrlni r".r.iti"r,quoted eqrrities and rated Corporale Bonds I5%o rmmovable propcrty in I(enya and units in property unit Tr.ustSchemes incorporated i, I(enya and colective investmentsschemes incorporated in I(enya aud approved Uy ifr" 
'Claa

reflecting this categoif . 30%
9. Guaranteed Funds. 100%
10. Private Equity and Ventu

other assets coln n.t o

I t0%
de receivables etc

1r.An
lc Capita
dities, tra 1A%4

nserting the
uence -

fo fi
fo C ]J all i{i il C t ss et1am (led l,-

0 JI CII de t'l oti li il ts l' Cf0 a h a b C C:}

Banking Act
(a)Section 2

'f dT le So rio f c atP C tl) C 5 lat nt taII Il a C CN tia zed
C CC t'o I'C reco d da ta l_i sa Io Io dC I cs atr I]SA ilC llo d ta

,16
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"trade repository" means an entity duly incorporated in I(enya
under the Companies Act that does not engage in banking either
in a core, supplementary or supportive capacity and operates a
robust and secure technology platform for receipt, storage,
analysis and dissemination of derivatives and other types of dala

and has acquired a Lefter of Comfort from the Central Bank ol
I(enya before commencing operations
(b) Clause 45 of the Bill is amended in paragraph (c) by inserting
the follorving subparagraph after subparagraph (ii) -
"(iii) by inserting the words "trade rspository" immediately before
the words "or authority" in paragraph (D;"

By centralizing the collection, storage and dissenination of data,
TRs can play an important role in providing information that
supports risk reduction, operational efficiency and cost savings for
both individual entities and the market as a whole.

5 Public Private Partnerships Act
Section 2 of the Public Private Partnerships Act is amended in

section 2 by inserting the following new definition in its proper
alphabetical sequence -
"contracting authority", means a State depafiment, agency or state

Corporation, but excluding County Government, which intends to
have a function undertaken by it pq&q!4 !La private pa y;

I!{ATRIX ON THE MEMORANDA RNCtrIVED ON TIIE FINANCtr BILL, 2016

To support the funding of devolved Government and rednce

reliance on Central Covernment.
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KENIYA NATIONAT ASSEMBLY

1. Mr. Robert Nyaga
2. N4r. Nicodemus Ma.luki
3. 1\4r. Fre&ick Orreno
4. tr{r. Josephat Motonu
5. lr4r. Thom"s Og-wel
6. Ms. Emma Esendi

Mn {.I{O. OCF /263 /20I 6: pRELIMIN

Chief Fiscal .A_aalyst

Third C]erk AssGtart
Thtd CI",L Assisi,nt
Fiscal Aralyst
Fiscal A aaiyst
Legal Coulsel

ARTES
Pursuanl to Standiag Order No. l gg.the Committee nominalgcl Hon. Mary Emase, Mp to chaithe meering The Ag. chairperson then "iJ*;;;ffi ro order at ro. 30am and pra1,gd.

ffi*h lffit'i:"' BRIEF By PARTIAMENTARv BuDGET oFF,rcE oN

The Parliamentarl, Budget OfEce briefed the Commiftgs as foilows:_
INTRODUCTION

The Finance Bill,2016 was submitted to National Asse.ml.]y on 13r Jr:ne, 2016 and,was putthrough the First Readirg 
"-._,r_T 

,u:- ,gt 6. TtI*#; it srood commined to the Deparmeentatcomminsg on Fina:rce, planning and Trade for consid..ioo. rn" B,r has a timeLin" or: _ootr*from the time of enacto:ent 
"{tt" anlronriai,o;;;;;". q,hich ir is required to be coasideredand approved by the National ar."-rty. n i, i. i"'"J*rdaace with Section 40 0f the pubiicFinance Managem ent Act,2ilr2 M"""*hrr", ;" ;;[ol"""a ,*", io uarious tai raws w,l be leviedia accordance with the provisional Taxes and f_.ui"r-a.,_

yJ::::H,r"Til::."ffiT**,s to the rncome rax, Excise Dur, vAr, rax procedures 
Acts

;;;#;;iil";:",T"1Tffi1"".,::TjH,;$|,,,[Ii"fl 
il"1i*;Til"rlTn:

Economjc Zone, ;", d;4;:: ffi?lh:ffi?:;:"H#:T,:"'ffi;contor a,ra sre"ia

O\,TR\IIEW OF TIIE F,NANCE BILL, 2016
The Finance Bill, 20i6 contains a totaj of 59 

"lu*", whi"h propose amendments to the tbree (3)main tax raws namery' I-'ncome Tax 
-Act, 

Excise ,rt, o", and varue Added rax Act; TaxProcedures law as well as other miscel.lan"ou, *.nd."rt
statutes, whjch are, Retiremenr-Benefits A"t, K"ry; R";;;;ffi:[rlil:Ii],hHit.:T:l:Banki:tg Acr, A.lcohoric Drinks conhol Act, rl; ;;osir bsurance Ac! publie FinanceManagemenr Act, Tax Appears Tribunal A"t ,rd ap;"i;;onomic Zones Act.



Clauses 2 - 16, proposes amendments to the Income Tax Act ard some of the key highlights in
this part ioclude:

a) The introduction of a taxable rninimurn threshold of the Residential Rental Income Tax
@RIT) at Kshs. 144,000 per annum (Ghs. 12,000 per montll) and also reducing the
applicable rate from 12% to l0To. This is after the Finance Act, 2015 introduced this type
of tax for residential rental i:rcome not exceedi.ng Kshs. 10 million anngn]ly - clause 3.

b) Empowerment of the Commissioner to appoint withholding agents for Residential Rental
Iacome Tax * clause 6.

c) Repealing of various Sections of the Principal Act in a bid to re-align it to the provisions
oftle Ta.r< Procedures Act- clouses 7 - I I

d) The section thal provides for income tax refi:nd is repealed so as the provision in Tax
Procedures Act to be used. Ilowever, whereas ttre Section proposed to be repealed provided
for a period of 7 ycars within which tax refi::rd caa be claimed, and interest accrual thereof,
it is Eoted that ttre provision in the Tax Procedures contains a period of 5 year with no
mention of interest.

e) Tax exemption for bonuses, overtjme arid retirement benefits for employees whose taxable
employment before such is below the lowest tax band. Also, proposed for exemption is the
interest i:rcome on bonds issued by the East A_frican Development Bank (EABD) - c/ause
13

f) Personal relief is proposed to be enha-nced by 10% from t}e current Kshs. 13,944 per
aDnum to Kshs. I 5,.360 per annum. This traaslates to Kshs. 1 18 per month. ln addition, the
Pay-As-You-Eam (PA\G) banding has been shifted upwards from the lowest band of
Kshs. 121,968 to the proposed Kshs. 134,164 per arlnum at 10% (fths. 10,164 to Kshs.
11,180.3 per month). The higbest band to move from Kshs. 466,'104 to Kshs. 513,373 per
aDnuo at 30% @shs. 38,892 to Kshs. 42,781)- clause l4(a and b)

g) corporate Lrcome proposed to be reduced from 30% to 20olo to incentivise comFanies that
oonstuct at least 1,000 residential units annually.

Clauses 17 - 22' proPoses amendments to the Excise Duty Act and some of the main thrust in this
part include:

a) Lnposition of a duty ofKshs. 7.20 per lite ofkeroseoe - clause 21(a)
b) Introduction of duty oo cosmetics and beauty products at the ad valorem rate of lO% -

clause 2l @)
c) Water is excluded from excise duty - clause 2) (c)

d) The specific excise duty on vehicles of Kshs. 200,000 (older than three years) and Kshs.
150,000 @ellow tlree years o1d) is proposed to be replaced with ad vajorem rate of 20yo -
clause 21 (d)

l



e) Exempted goods include excisable goods purchased locally for direct and exclusive use in
the implementation of official Aid Funded Projecl (to the extent provided in tbe fiaancing
contract)

Clauses 23 - 28, proposes amendments to the Value Added Tax Act and some of the key issues

in this part iaclude:

a) ln the Exemption regime, taxable goods, services and items inhoduced in clauses 24 - 27

rire such as

. Service charge ir: iieu oftips (not exceedi-ng 10% ofthe service).
e Raw material for animal feed.

o Vehicles for official Aid Funded Projects.

. Equipment ard machinery imported or purchased locally for use by KDF, NPS and military
suppiies.

. Liquefied petolenm gas

. Wheat seeds

r Garments and leather footwear manufactured at the Export Processing Zone
o Some equipment for the Museums
. Goods for direct aod exclusive consfuction of speci,lized hospital with accommodation

faci-lities.
. Park ent-y fees

n Service with respect to tour operators and constuction of specialized hospital with
accommodation

b) In the Zero rated regime, taxable goods and items in clause 28 hclude

. Supply of taxable goods and services to a special economic zone (SEZ) enterprise.

. Medicamelts containing anti-biotic.

Clauses 29 - 39, proposes amendments to the Tax Procedures Act a:rd some of the salient issues

in this part include:

a) Appohtuxent of tax representatives for non-residents (either by the non-resident persoos

themselves of the Commrssioner) - clause 30

b) Empowerment of Kenya Revenue Authority (KRA) to seek auriiliary ir:formation with ttre

aim of pre-popuiating the I Tax system - clause 34

c) Introduction oftax arnnesty for owners of a-ssets a:ed busi:resses outside Kenya who may

u,ish to re-invest baok iato ttre country clause 36

d) Provision for appointu'rcnt a:-rd revocation of the Va.lue Added Tu (VAT) withholding
agcnts - clause i8



e) Tax refund period is proposed to be i:rcreased from I year to 5 1,e615 except for VAT -
clause i9

Clauses 40 - 59, proposes amendments to some financial sector statutes. Some ofthe main issues

in tlis part include:

a) Amendment to Retirement Benefits Act so as to aliow non-renewable perpetual licence
to institutions licensed bv the Authority * clause 40

b) Ameodment to the Capital Markets Act to provide for online forex tading - clause 42
c) Amendmenl to the Banking Act- clauses 45 to 48

. Lrcorporation of SACCOs and utility companies ir: the Credit lafonnation Sharing
framework to facilitate cross border sharing of credit hformation

o The Central Bank ofKenya to consult the Cabinet Secretary on matters receivership
. Penalg for contravening prudential guidelines a-ud financial laq,s to be enhanced

from Kshs. 5 million to Kshs. 20 miilion
. Minimurn Core Capita.l Requirement for banks a::d mortgage institutions proposed

to be i:rcreased to Ksbs. 2 bilLion by December, 2017; Kshs 3.5 billion by
December, 201 8 and Kshs. 5 billjon by December, 201 9.

d) Amendment to KetrJ,a Deposit Insurance Act to provide for the Centrai Bank of Kenya
to consult the Cabinet Secretary oD appointmeDt of the Kenya Deposit hsura::ce
Corporation as a receiver - clause 5l

e) Amendment to tle Special Economic Zote Act to remove blanket tax exemption and

replace it wittr specific tax hcentives as shall be specified i:r the respective tax laws -
clause 59.

Members Concerns/ Clarifi cations

The Committee raised concem on the proposal on the Clause 2i which proposes to amend the Ftst
Schedule on Excisable goods where there in aa introduction of an excise duty of Kshs, 7.20 per

lite on the Kerosene. The Committee felt that this was proposals was not necessary.

The specific excise duty on vehicles ofKshs. 200,000 (older than thee years) arrd Kshs. 150,000
(beliow tbree years old) is proposed to be replaced with ad vaiorem :ate of 20%o - clause 2l (d).

Kenya Revenue Authority should provide detailed analysis on the imfact from specific tax systems

5



MIN.NO. DCF 1265 /2015: ADJOURNMENT

The Ag. Chairperson adjourned the meeting at i. 45pm

Signed

'Vice Chairperson t,
tc., '2-t:, I(^I)ate
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MIN.NO. D CF / 266 /2016: PRELIMINARIES
The Chairperson ca-lled the meeti:eg to order at 10. 30 am ald prayed.

MIN.NO. DCF /267 /2016: CONSIDERAT'ION OF THE FfNANCE BIII, 2016

The Parliementary Budget OfEce briefed the Committee on the proposed amendments to the tax
iaws as follows:-

I, AMENDMENI'S'f O'I'EE TN-COME'T.4)( ACl'

Clause 2 proposes to amend Section 2 of the Act on definition: The defiiition of "deemed

iaterest" is moved from Section 16 u,hich provide for deductions not allowed. This will imply that

the definition of deemed i-nterest is applicable not only i:r Secdon 16 but also throughout the Act.

Clause 3 intends to amend Section 6A of the Act which provides for Residential Rental

lncome Tax: It proposes to set the lower limit on residential rental iacome subject to income tax

aDd also proposes reduction of the applicable tax rate from 12o/o to 10Yo.

Here, ttre minimrrm limit of Kshs. 144, 000 per annum (Xsh.12, 000 per month) is proposed thereby

exempti-ng lower incomes eamers from being Iiable to i:rcome tax. Besides, Clause 14(i) proposes

to reduce the i:rcome tax rate from tle cr:rred 12% lo 10%. This will be aa incentive the oq,ners

of the residential rental houses to beefup compliance.

Clause 4 seeks to amend Section 12 that provide for instalment tax: this Section provides for

deduction of Advance Tax, Professiona.l Fees, ald A.llowances lncome as well as Presumptive

l-::come Tan. However, it is noted that presumptive income tax Section was repea.led in 2000 and

therefore no longer i:r use. Hence, this proposed amendment is oniy updating the law to that effect.

Clause 5 amends Section 15 of the Act on deemed interest: the defi-nition of "deemed interest"

is removed fiom Section 16 whicb provides for deductions no1 allowed and placed ir Section two

with other defiaitions implying that it rvill now appLies across tle entie Income Tax Act.

2



Clause 6 proFoses amendment to Secfion 35 ',"hich pi'ovide for deductiol o{ tax frora some

ilcomel This proposal is mea:rt to actualize the appointment of u'ithholding tax agents for rent,

premiums for use or occupation of immovable property.

With-holding tax by appointed agents is used to facilitate effective and efficient tax collections

and to reduce tax evasioBs. Here, part of the taxes is withheld by the user of the immovable

property aDd remitted to revenue agerlcy al the point of making palment to the owner of such

propefiy. The ultimate aim is to en-hance compliance'

clauses 7 to 1.2 and l6 propose to repeal various sections of the Principal Act, mainly to

aligument it with Tar Procedures Act 2015:. Ttr-is is to avoid duplication in legislation that can

occasion conflict and confusion in hterpretation. sections proposed to be repealed are:

i. C1ause 7 proposes deletion of Subsections 5 and 7 of Section 37 that deals with appeal

procedure for an aggrieved person by imposition of a penalb,. The appeals are elaborately

covered under Sections 52-57 of the Tax Procedures Act'

ii. Clause 8 repeals Secrion 51A that deals with fiting oftax returns and keeping ofrecords.

The advent of digitization ofTax Systems through ETR and i-Tax has rendered this section

redrmdant given that it deals with hardcopy fiIing of returns hence the proposed deletion.

iii. Clause 9 proposes repealing of Section 72 on imposition of additional tax in case of default

in payment. Peoalties are elaborateiy provided for under Pafi )tI on Administative and

Offences ofthe Tax procedures Ac12075.

iv. Clause 10 proposes to repeal section 75A that deals with instaLnent assessmed. This is

elaboratelyprovidedforundersections28-3lofTaxproceduresAct2015.

v. Clause 11 proposes to repeal section 98 on collectioo oftax from people leaving or have

left Kenya. Tax Collections are elaborately covered under Part VII ofthe Tax Procedures

Act 2015.

vi. clause 12 proposes to delete Section 105 on refimd of overpaid tax after the expiry of7

yearc. This is legislated under Section 47 of the Tax Procedures Act 2015 '

vii. Clause 16 proposes to repeal the 13e schedule that dea.ls with hansaction requiri:rg PIN.

This is provided for in Tax Procedwes Act 2015 '

Clause 13 amends the First Schedule on Exemptions: The proposal seeks to exempt income

from employment paid il form of bonus, overtime allowances for those whose tzxable

employment income does not exceed the lowest tax band'

3



'Ihis will give the low income earrlers more disposable income when they eam these a]lowances
hence tiey will be able to have en-banced purchasing power wittr the attendant multiplier effect in
the economy.

In addition, there is a proposed exemption of Interest Income on Bonds issued by the East
African Development Bank: This will promote investu:ent in these bonds hence availing more
credit faci.lities to be offlered by the bank. 'Ihis is because The East A-frican Developmeat Bar:k
(EADB) which was operationa.lized ir July,20t5 is profiled in same category with IMF, world
Bank and the African Development Balk.

Clause 14 amends the Third Schedule on tax rates and reliefs: Ilcrease of annual resident
personal relief from curent Ksh.13, g44 to Kshs.l5, 360. This is provided,nder clause 14(a) is
100% ir:crease of the personal reiief will lead to a net relief of Ksh.l i g per month for employees.
This will sligltly increase the disposable income of taxable persons and will lead to a small
reduction in the public revenue from ttre ilcome tax.

Additionally, there is a proposar to shift upwards of the emplo5,uent iacome bands: Clause
14(b) proposes to i:rcrease the income lower band from 133,620 to Ksbs.134, 154 per year a:rd
a-lso to i-ncrease tie uppermost band from Ksh.46 6,716 to Ksh.513, 373 per a:ra,m.
The i-ncrease of the lower band implies that some taxable i:rcome u'ill be exempted siace they will
fall below the lowest taxabre i-ncome. Similarly, the raising of the uppermost baod implies that
some i-ncome that was subject to a 3O%o taxable rate u'ill be charged at 25%o tf fiis is enacted.
This has the effect of modestly increasing the disposable incorne of those faliiag rmder the
categories ofthese income baods. However, there will be a loss oftax revenue proportionate to the
change.

F'urther, there is a proposed reduction of corporate tax rate from 30%o to 20y" to companies
that construct at least 1,000 residentiar cost units per year. This is proposed i:r clause r4(c) and
is geared towards incentivizing massive invesfo:enl in residential houses so as to arrest the glaring
housilg i:radequacy in the country.

clause 15 amends paragraph 6 of the Eighth schedule n,hich provides for taxation of gains
from properfy: there is a proposal to exempt from tax a trarrsfol of assets i:rvolvi-ng a company
where spouses a:rd their immediate family hold 100% shareholding.

This new proposal will add to the already existiag tax exemption on trar:sfer of assets between
spouses, former spouses aad their immediate family.
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Clause 16 proposes to ainend the Thirteenth Schedule which proi'ides for fraasacfions

requiring Personal Identification Number' (Pff{): the Schedule is proposed to be repealed. This

is perhaps because the matter is provided for elaborately il the Tax Procedwes Act.

2. AMENDMEN'IS TO TEE EXCISE DUTYACT

Clause 17 and 18 amends Section 2 of the Principal Act on defiritions and time of supply on

importation respectively: the proposal incorporate the Special Economic Zones (SEZs) irr the

defi-r.ition of the terms Export and Irnport. This is to incorporate the SEZs to the tax privileges that

are enjoyed by the Export Processing Zones i! tandem with the provisions of SEZs Act.

Clauses 19 and 20 seek to correct the wrong references that are made in Sections l0 and

15(1) (b) ofthe Principal Act.

Clause 21 proposes to amend the First Schedule otr Excisable Goods: There is ar introduction

of an excise duty of Kshs. 7 .205 per [tre on the Kerosene.

This will lead to a:r i::crease i:r the price of kerosene to the consumers and given that a significant

populace still relies on kerosene as fuel, this will add to their tax burden and may not achieve the

htention of checking on the adulteration of petoleum products as was contained n$e201612017

budget statement of the Cabinet Secretary.

AIso, there is an iutroducfion of an excise duty on cosmetics and beauf5r products: Clause

21(b) proposes to impose a 10% excise duty on these items: This will harmonize ttre excise duty

teatment of the products regionally with the EAC excise regime.

Further. there is an exemption of t'aters of tariff 2201.90.00 from excise duty tar: This will

make bottled water less costly therefore more accessible to consumers.

Finally, there is a proposal to switch from specific tax q'stem to ad valorem tax q'stem otr

motor vehicles: Clause 2i(d) repeals the specific taxes ofKSh. 150,000 and KSh. 200,000 for

vehicles less than 3 years and over tbree years respectively from date of fust registation and

substituting with an ad valorem rate of 20Yo. This is for equity taxation principle and also to

enhance collection oftax revenue in this area,

Clause 22 proposes an exemption is proposed on the excisable goods imported or purchased

locally for direct and exclusive use in the implementation of Official Aid- Funded Project:

This is proposal seeks to reduce costs on Aid-firnded projects subsequently enhaachg the coverage

rn terms of beneficiaries of these proj ects. This used to be the practice before the enactlent of
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Excise duty Act 2015 and is in line with other tax legislations like income tax that exempts incomes

of Aid-agencies and charity organizations from taxation.

3. AMENIDMENTS T'O .TIIE VAIUE ADDT'D ,TAX ACT

Clause 23 of the Principal Act on definitions: the proposai incorporates the Special Economic

Zones (SEZs) ir the definition ofthe terms Export and lnport. This is to incorporate the SEZs to

the tax privileges that are enjoyed by the Export Processing Zones ir tandem with the provisions

of SEZs Act.

clause 24 amends section 13 ofthe Act on taxable value ofsupply: The bill proposes to amend

section 13(7) of the Act by exempting from taxation "any sen,ice paid il lieu of tips,, provided

that it does Dot exceed ten percent of the price of the service, excludir:g such service charge and

that it is disuibuted directly to tle employees of the hotel or restaurant in accordance with a written

agreement between the employer and the employee.

The measure is iikely to occasion revenue ioss for the govemjment currently generated from the

service charge paid i-n lieu of tips. However, it will improve the take home remuneration of the

emplol'ss5 ir: this sector hence iacrease their familes' disposable ilcome as well as their morale.

Clauses 25 & 26 amend Sections 33 & 36 of the Act on fraudulent claim and cancellation of
registration respectively: The bill irr clause 25 proposes to repeal the section 33 ofthe VAT Act

on sanctions for falsifring tax refund claims since the sanctions for such an offence is adequately

covered ir the provisions of the l'ax Procedure Act while clause 26 seelcs to amend section 36 of
the act to correct a cross referencilg issue capfured il the VAT Act.

clause 27 amends the First Schedule on Exemption supplies: The bill proposes to amend the

First Schedule of the Act h Part 1 on Exempt Supplies by i-ncluding ia the list items such as; Raw

materials used in the manufacturs 6f enimal feeds, Motor vehicles imported or purchased for direct

and exclusive use in the implementation of official aid firnded projects, Equipment and machiaery,

iacluding motor vehicles, imported or pruchased locally for official use by KDF, NpS and mili12ry

supplies, Direction-finding compasses, iastn:ments and appliances for aircrajts, Liquefied

petroleum gas, wheat seeds, Museum and natural history exhjbits arld specimens and scienti6c

equipment for public museurns, and Chem.icals, reagents, fiIins, fikn str-ips and visual aid
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equipment imported or purchased prior to clearance through the customs by the National N4useums

of Kenya.

Other goods i:rcluded i:r the list are; taxable goods for ttre direct and exclusive use for the

coDstruction of recreational parks, upon recornmendation by the cabinet secretary responsible for

matters relatitrg to recreaticlnal parks, Taxable goods for the direct ald exclusive use for the

consfuction of specialized hospitals with accom:nodation facilities upon the recornmendation by

the CS responsible for health who shall issue the criteria to be used to determine.eligibility for the

exemption and lastly garments and leather footwear manufactured in al export processi:r g zorle al

the poilt of importation however it excludes from the exempted iist, the goods supplied to special

economic zone enterprises, developers a:rd operators licensed under the Special Economic Zones

Act.

The bill aiso includes the followi:rg taxable sen,ices il the exempt services list; Entry fees into the

national parks, Services offered by tour operators on commission, Taxable services for direct and

exclusive use for the construction of recreational parla, Taxable services for direct and exclusive

use for the coqstruction of specialized hospitals with accommodation facilities, however it
excludes from exemption services list; taxable services for special economic zone enterprises,

developers and operalors licensed under the Speciai Economic Zones Act.

Clause 28 amend.s the Second Schedule on Z*ro Rated supplies: The bill also amends the

second schedule on zero rated supplies by i:rcluding in the list of zero rated items; Goods or taxable

sen'ices to special economic zone entelDrises and medicaments containing other antibiotics not

put up in measured doses or i:l forms or packagi-ng for retail sale however it excludes from the list

medicaments of HS code 3303.20.00.

4. AMENDMENTS TO THE TAX PROCEDURES ACT

Clause 29 amends Section 3 ofthe Principal Act on definitions: This is for correction ofwrong

cross-referenci:rg by proposi:rg deletion of Section 13(i) and replacing with 9A is to make

reference to the relevaut provision ofrule ofthe lncome Tax (PAYE ruies).

Clause 30 proposes to amend Section 15 which provide for taxpal,els tax representative: It

intoduces the appointnent oftax representative by non-resident person. I,:eserhon oi Section 15A

as proposed in clause 30 enhances tax administration aad will ensure that tol legislatrons are
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efficientiy aad effectively enforced despite the geographical distance between the non-resident tax

payers ald the relevant tax agencies. This is meant to enhance tax compliance.

Ctause 3L amends Section 17 on duties of appointed person: This is to correct a grammatical

error where there is reference to the words "person tha?' tns\ead of"person shall",

Clause 32 amends Section 19 n,hich provides for application for tax agent Iicensel There is an

intoduction of the requirement to have a recornmendation from Tax Agents Committee in

processing of a registration application for tax agent license. It is meant to ensure that credible and

most suitable persons are registered as tax agents giveo the crucial role ttrey play to facilitate the

achievement of the mandate ofthe revenue agency.

Clause 33 too corrects the error i-n section 22(l) by repiacing word "meeting' with the word

"writing". This concerns a notification that should be made i:: writing but not in meeti.ng as

currently wrongly captured.

Clause 34 proposes to amend Section 24 under submission of tax returtrs: Empowerment of

Ken1,a Revenue Authority (KRA) to seek auxiliary inforrnation with ttre aim 6f p1s-populati-ng the

i Tax system

Clause 36 amends Section 37 ofthe Act v'hich provides for tax reliefdue to doubt or difficulty

in recovery: there is a proposed introduction oftax ^m.esty for owners of assets and businesses

outside Kenya who may wish to re-invest back into the country

Clauses 35,37,39(b) proposes amendmeats to set time iimits in q'hich the Commissioner is to

respond to tax payers requests and claims as follows:

i. Clause 35: Sets 30 days as the period i:r which the taxpayer is to be noti-fied by the

Qommis5i61e.16n tle request for extension oftime in tax pa)rorent. This is on Section 33(3).

ii. Clause 37 by i.nserting words withi.n 30 days in section 42(7) sets time-frame in which the

Commissioner is to respond to the payer upon being duly hformed that the payer is r:aable

to pay the amount.

iii. clause 39(b) proposes to set the time frame of 90 days for tle tax payer to be notified on

tax refi:ads claim.

Clause 38 amends Section 42 to provide for appointment and revocation of Value Added

Tax Withholding agents: This is to rcinlroduce this provision that subsequent deletion i"n Ta>(

Procedures Act 2015 purportediy deleted. With-holding tax is used to enhaace tax compliance

and to improve cash-flow to the exchequer'

I



Clarue 39 apends Section 47 an refund of over-paid tat:: There is a reduction of period in

which overpaid ta-y is to be refi:Ided from 1 year to 5 years. This is to give KRA more time to

ref,md the overpaid tax. Siace there is no provision of palment of periodic interest on the

refu:rds, the pwchasing power of the refi:nded money will be eroded due to i:r{Iationary forces

ttrereby adversely affecti::g the tax Payers eJigible to such refirnds.

MIN.I{O. DCF /268 /207 6: ADJO t.l TRNMEI''IT

The Chairperson adjoumed the meetirg at i2.05pm

Signed

Vice Chairperson

\C" A.._" (< J-ci bDat
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MINUTES OF TIIE T()TH SITTING OF TIiE DEPARTMENTAL COMIW'TTEE ON
FINANCE, PLANNING & TR-{DE 

_}{F'-LD 
ON TIIESA}AY 9TH AUGUST,2016 IN TIIE

COMN,IITTEE ROOM 2ND XLOO& PROTECTION IIOUSE, PAR.LIANIENT
BIJILDINGS AT IO.OOAM

---4lE---

PRESENT
1. Hon. Nelson Gaichuhie, MP
2. Hon. Eng. Shadrack Mang4 ivlP

3. Hon. Ronald Toaui, MP

4. Hon. Jones Mlolwa, MP

5. Hon. Mary Emase, MP
6. Hon. Abdul R"him Dawoo<l ,MP
7. Hon. Sumra Irshadali, lt4P

8. Hon. Lati Lelelit" MP
9. Hon. Iringo Clprian Kubai, MP

10. Hon. Shakeel Shabbir, MP

1 1. Hon. Dr. Oburu Oginga, MP
12. Hon- Sammy Mwaita \4P

13. Hon. Joseph Limo, MP
14. Hon. Patick Makau King'ol4 MP

15. Hon. Ogendo Rose Nyamung4 MP
16. Hon Sakwa John Buayasi, MP

17. Hon. Abdikadir e1s l\46hammed, Mp
18. Hon. Sammy Koech, MP

Vice-Chairperson

APOI,OGIES

i. Hon. Benjami-n Langat MP
2. Hon. Jirnmy Nuru Angrvenyi. MP

3. Hon. Joash Olum, MP
4. Hon. Arryanga Andrew Toboso, MP

5. Hon. Daniel Epuyo Nanok, MP

6. Hon. Kirwa Stephen Bitok, MP
7. Hon. Abdullswamad Shariff, MP

8. Hon. Alfred Sambu, MP

9. Hon. Tiras Ngahu, MP
10. Hon. Dennis Waweru, MP

11. Hon. Sakaja Johnson, MP

Chairperson
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R'trNYA NATIONAL ASSEMBLY
1. Mr. Nicodemus Ma-iuh
2. Mr. Fre&ick Otieno
3. Ms. Emma Eseodi

4. Mr. Abdikedir Omar
5. M-t. 'Ihomas Ogwel

Third Cletk Assist,nt
Thrd Cletk Assist,nt
Legal Counsel

Fiscal A-oalyst

Fiscal A:ralyst

MIN.NO. DCF /269 /2016: PRELIMINARIES
The Vice- Chairperson called the mectlg to order at 1 0. 30 am and prayed.

MIN.NO. DCF /270/2076: CONSIDERATION OF FINANCE BIII, 2016

The Parliamentary Budget OfEce briefed the Committee on the Miscellaneou.s amendments as

follows:-

Clause 40: Retiremcnt Benefits Act

The bill proposes to amend section 29 of the Retirement Benefit Ac! i997 ir subsection (2), (3)

& (4) on regulatioD ofpension schemes i:r order to provide for non-renewable perpetuai [cens:::g

framework for iastitutions licensed by Retirement BeDefit Authority GBA). It also seekirg to

compel the managers, custodiarrs and administators ofpeDsion schemes to submit current audited

financial statements, Iist of djrectors and top management, any changes ia clientele by tbe 3 Oth of

September every year as well as cha::ges in shareholding, dtectorship or top management within

tb-irty days after the change has occurred.

The measures proposed under the amendments aJe meant to promote traasparency and

accountability in the operations of the institutions as weII as remove the requirement of annua.l

Licensing.

Clause 41: Kenya Revenue Authority Act

The proposal seeks to finend the Second Schedrle of the Kenya Revenue Act ir paragraph 2 (l)

oD quomm of board meetings. It specifically amends the act to iac,lude the ex officio members in

the raisiag of quorum for a meeti:rg of the board.

Clauses 42 - 44: Capital Markets Act

The Bill proposes to amend Section 2, 12 and 23 of the Capital Markets Act, 2008 on the powers

of the Capital Market Authority. The amendment inlroduced into the act provides for among

things; the definition of "online forex broker", it also empowers the capital market authority to
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Iegulateandsuperviseon.iineforexfi-adingireordertofacilitateeffectiveandsecuretradi:rgforthe

estimated50,000irrvestorsirrthecountryinoniineforextradirrg.Theameodmentalsoseeksto

compel the "or,li:re forex brokers" to acquire a valid licenoe as per the provisions of the Capital

Markets Act, 2008.

This is likely to enhaoce proper regulation of the sector rlfuch has ra'ibressed growing interest in

online tading of foreign crnrency particuiarly among the youtl and also al1ow the authority to

generate revenue from iicensing of the online forex brokers'

Clauses 45 - 48: Bankirg Act

Jle amendment proposes to revise section 31 of the Bankilg Act in subsection (lXb), (a), (5) and

alsoinsertanewsubsection(6)soastoallowtheincorporationolthesACCos,arrdpublicutility

companiesandanyoiherinstitutionma:rdatedtosharecreditiriformation;i:etothecredit

informationsharingftameworkaswellasallowtlecrossbordersharirrgofcreditirrformation

amotrgst financial j:rstitrrtions'

ThismeasuresproposediretheBillaJemeanttoi:rcreaseaccesstocredit,reducilgtra.nsaction

costs,enhancilgefflciencyinfina:rcialirrtermediationaldfosterirrgfinancialstabilitythrough

reduction ir: non-performing loans'

The Bill also proposes to amend section 34(2) of the ba::king act on Lhe powers of the Central

Balk of Ken)'a to intervene on Eanagement' lt specifically seeks to compel the Central Balk of

Kenyatoconsu]tthecabinelsecretaryinchargeoftheNationalTreaswywheninten,eni.ngona

company since the monetary poLicy aspect of the country rests s'ith the National Treasury and

thereforeitisprudenttbrtheCentra]BankofKenyatoconsuitq,iththeNationalTieasuryto

uitigate the adverse effect of such an i:rtervention on the ecoDomy'

In addition, the Bill seeks to amend section 55(2) of the Banking Act on regulation of the ba:rlo::g

sector. It specifically seeks to scale up the punitive measures that are in place for filancial

institutions or individuals that do not comply u'ith the plovisions of the Banking Act or prudential

guidelines. The f-nes were increased from Kshs' 5 million to Kshs' 20 mitlion for financial

institutionsandforthecaseofnaturalpersonsthefineswetej::creasedfromtwohrrndredthousa:rd

shillings to I mjllion shilii:rgs'

FiaallytheBillproposesto.amendthesecondScheduleoftheBarkingActoncorecapital

roquilement for banks and mortgage fina:rce iastitutions lt seeks to significantly iacrease the
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Bank's or mortgage finance compaay's core capital requirement fiom KSh. 1 billion to KSh. 5billion by 2019.

the measure is meaat to increase the capitarization of balks in order to ensure we have a stong
and stable ba*ing system since such a move might read to mergers giving rise to bigger
conglomerates that are highly capitalized and perhaps capable of withstanrting fina:rcia.l shocks
and crises.

Clause 49: dcoholic Drinks Coatrol Act

The 8il1 seeks to amend section 6g4 of the A-lcohoric Drinks control Act, 20r0 on tax policies so
as to align the act with tie provisions of the section 7 (2) of theExcise Duty Act. The proposed
amendment leaves to the discretions of the cabir:et secretary when to grant remission on excise
duty fiom beer or wile made of sorghum, miiret or cassava uarike uader the Aicohoric Drinks
Control Act ra'hich was makilg it mandatory for the cabinet Secretary to grant excise duty
rem-ission of nilety per cenfum so rong the beer is made of sorghum, minet or cassava gro,* in
Kenya.

Clauses 50 - 51: Kenl,a Deposit Insurance Act

The Bi' proposes to amend Section 7 0f the Kenya Deposit rnsuran ce Act, 2012 0n board
nomination. lt speci_fica1ly seeks to exclude from direct board membershjF ia the corporation,s
board persons from member institutions Iicensed by the Centrai Bank of Kelya and replaces ttrem
with the Chief Executive Officer of the Kenya Bankers Association.
The measure is to solve the possibility of conflict of iaterest among members of the board of
directors ofthe Kenl'a Deposit Lrsurance corporation so as to promote good corporate govemarce,
transparency and accountability in the management of the corporation.
The Biil a-rso seeks to amend Section 43 il subsection (1) of the Kenya Deposit Ins,.ance Act,
2al2 on the appoilfunent of Kenya deposit Insurance corporation as a reoei'er to provide for the
involvement of the cabinet Secretary in charge of Nationar rreasury in the appointnent of the
corporation as a receiver. This is Likeiy to take away the hdependence of the cenfual Banl< of
Kenya il the execution of its mandate since it is mandatory for it to consurt the cabinet secreta-ry.
Clause 52: Public Finance Management Act

The Bill proposes 10 amend the pubiic Finance Management Act in Section 1g3(4) on the .enure
of the Accounting standards Board members. 11 specifica-lly provides for the appoirtnent of
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second tenn of ttrree years for members of the Board. The measure is meant io preserve

institutional memory a.nd ensure continuiry in the affairs of the board. However, the amendment

seems to makes the renewal of the contracts mandatory.

Clauses 53 - 58: Tax Appeals Tribunal Act

The Bill a-ends the Tax Appeals Tribrinal Act to provide for among other things the qualification

ofa secretary to the tib*nal. procedure ofappeals, procedure for submission ofmateriai document

by the Cornmissioner General before the tribunal and the appellants and appellaot's representatives

before a tibunal as well as the mode of appohtnent for a clerk to a tibunal panei.

The amendments are meant to sheamline the Tax Appeals Tribrmal Act 2ol3 with a view to
improve the effectiveness ald the efficiency of the Tribunal in order for it to serve its clients in
expeditious mar.ter.

Clruse 59: Special Economic Zones Act

The Bill proposes to amend Section 35 of the special Economic Zones Act, 2015 on benefits

accrui-ng to special economic zone enterprises, developers and operators. The amendment removes

the blalket tax exemptions with respect to the special economic zones under the Act and limits the

benefits to targeted tax i::centives as is or shall be provided i:r the respective tax lau,s.

Members Concern / Clarification

The Parliamentary Budget OfEce was requested to provide further idormation on the proposals to

amend the Kenya Revenue Act arid Kenya Deposit Insurance Act. Specifically the one soeking to

amend the Second Schedule of the Kenya Revenue Act on the quorum of the board meetings to

include the ex officio members i:r the rasing of quorum for the board meeting.

MIN.NO. DCF 127 | 2016: ADJOIIRNMENT

The Chairperson adjoumed the meeti:rg at l2.05pm

Signcd

Vice Chairperson

\t C- ,:) ic_Date
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18. Minutes of the 66s sitting herd on wednesday 276 July, 2016 were con_firme.d as a rue
record of the proceedings after being proposed by the Hon. Shakeer Shabbir, Mp aad

Seconded by the Hon. Abdikadir Ore A_hmed, Mp respectively

19. Minutes of the 676 sitting held on Thursday 2gt Jdy, 2016 were confrmed as a rue
record of the proceedings after being proposed by the Hon. Ogendo Rose Nyamung4
MP and Seconded by the Hon. Shakeel Shabbir, Mp respectively

20. Miautes of the 68s Sitting held on Tuesday 2od August, 20i6 were con-firmed as a kue
record ofttre proceedilgs after being proposed by the Hon. Nerson Gaich,hie, Mp aud

Seconded by the Hon. Dr. Oburu Ogrngq Mp respectively

21 . Mi:rutes of the 69m sittiq hetd on Thursday 4e August, 2016 were con-firmed as a true
record of the proceedings after being proposed by the Hon. Oburu Oginga, Mp and

Seconded by the Hon. A:ryanga Andrew Toboso, Mp respectively

22. Minutes of the 706 sitting held on Tuesday 9t August, 2016 were confirmed as a tue
record of the proceedings after being proposed by the Hon. Abdikad.ir ore Atrmed, Mp
and Seconded by the Hon. Shakeel Shabbir, lr,p respectively

MIN.NO. DCB/278/2076:

2016

ADOPTION OF THI1 REPORT ON TTTR FINANCE BILL,

Havhg considered the report, the Commitlee unanimously adopted the report

MIN.NO. DCE/279/2016: A\ry OTIIER BUSINESS

There being no other business, the meeting was adjourned 11.5Oam

Signed

Chairperson

Datc
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8. lvliautes o{ the 52nd Sining held on Thursday 16s June,2016 were coufirmed as a true

record of the proceedirLgs after being proposed by the Hon. Abdul Rahirn Dawood, MP

and Seconded by the IIon. Ogendo Rose Nyamunga, lvlP respectively

9. Minutes of the 53'd Sitting held on Tuesday 2l't June, 2016 were confirmed as a true

record of the proceedings after being proposed by thc Hon. Ogendo Rose Nyarnunga,

MP and Seconded by the Hon. Shakeel Shabbir, MP respectively

10. Miautes of the 58s Sitting held on Saturday 25th Jure, 2016 were corfirmed as a tue

record of the proceedings after being proposed by the Hon. Anyanga Andrew Toboso,

MP and Seconded by the Hon, Nelson Gaichuhie, MP respectively

1 1. Minutes of the 596 Sitting held on Tuesday 27s June, 2016 were confirmed as a Fue

record of tbe proceedings after being proposed by the Hon. Abdikadir Ore Ahmed, MP

and Seconded by the Hon. Nelson Gaichuhie, MP respectively

12. Minutes of the 60s Sitting held on Thursday 296 June, 2016 were confirmed as a fue

record of the proceedings after bei:rg proposed by the Hon. Abdikadir Ore Alrned, MP

and Seconded by the Hon. Abdul Rahim Dawood, MP respectively

13. Minutes of the 61" Sittine held on Tuesday 56 July, 2016 were confirrned as a true record

of ttre proceedings after being proposed by the Hon. Patrick Makau, MP and Seconded

by the Hon. Abdikadir Ore Ahmed, MP respectively

14. Mi:rutes of the 62nd Sitti:rg held on Tuesday 19t July, 2016 were con-irmed as a true

record of 1tre proceedings after being proposed by ttre Hon. Abdul Rahim Dawood, II'IP

aad SeconCed by the Hon. Dr. Oburu Oginga, MP respectively

i 5. Mi.nutes of the 63'd Sitting held on Thursday 2l't July, 2016 were confumed as a true

record of the proceedings after being proposed by the Hon. Dr. Oburu Oginga, I,IP and

Seconded by the Hon, Abdikadir Ore Ahmed, MP respectively

16. Minutes of the 64e Sitting held on Tuesday 266 Juty, 2016 were confirmed as a tue

record of the proceedi:rgs after beiag proposed by the Hon. Dr. Oburu Oginga, MP and

Seconded by the Hon. Shakeel Shabbir, MP respectively

17. Minutes of the 65s Sittirg held on Tuesday 26ft July, 2016 were confimred as a tue

record of the proceediags after being proposed by the Iion. Nelson Gaichuhie, MP and

Seconded by the Hon. Ogendo Rose Nyamunga, MP respectively



I

I(EI{YA NATIONAL ASSEMBLY
I . Mr. Nicodemus Ma.luki
2. Mr. Fredrick Otieno

3. ltzlr. Josephat Motonu
4. Ms. Ernma Esendi

5. Ir4r. Erick Ososi

Third Clerk Assistant

Third Clerk Assistant

Fiscal A:ralyst
Legal Counsel

Research Of6cer

MIN.NO. DCF 127 6 /2076: PRELIMINARBS
The Vice Chairperson called the meeting to order at 10.30am and prayed.

MIN.NO. D CF 127 7 l20l 6 t CONFIRMATION OF MINUTES
Jfos minufgs of the previous meetilgs were confi:med as follows:-

1. Minutes of the 45s Sitting held on Monday 23'd May, 2016 were confirmed as a tue

record of the proceedings aAer being proposed by the Hon. Dr. Oburu Ogilga MP and

Seconded by the Hon. Nelson Gaichuhie, MP respectively

2. Minutes of the 46t Sitting held on Monday 23'd May, 2016 werc confirmed as a tue

record of ttre proceedi:rgs a$er being proposed by the Hon. Dr. Oburu Oginga MP aod

Seconded by the Hon. Nelson Gaichuhie, MP respectively

3. Minutes of the 476 Sitting held on Tuesday 24b May,20i6 were con-firmed as a true

record of the proceedings after being proposed by the Hon. Dr. Oburu Oginga, MP and

Seconded by ttre Hon. Nelson Gaichuhie, MP respectively

4. Minutes of the 486 Sitting Uela on Monday 246 May,2016 were confirmed as a tue

record of the proceedi.gs after beilg proposed by the Hon. Patrick Makarl MP ald

Seconded by the Hon. Nelson Gaichuhie, ll4P respectively

5. Minutes of the 49ft Sitting held on Thursday 26h May,2016 were confirmed as a tue

record of the proceedings after behg proposed by the Hon. Abdul Rahim Dawood, MP

and Seconded by the Hon. Ogendo Rose Nyamuog4 MP respectively

6. Minutes of the 50ft Sitting held on Tuesday 7m June, 2016 were con-firmed as a tue

record of the proceedir:gs after being proposed by the Hon. Shakeel Shabbir, MP and

Seconded by the Hon. Dr. Oburu Ogrga MP respectively

7. Mhutes of the 51d Sitting held on Thursday 96 Jr:ae, 2016 were confirmed as a true

record of the proceedings a.fler being proposed by the Hon. Shakeel Shabbir, MP and

Seconded by the Hon. Ogendo Rose Nyamunga" MP respectively
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MINUTES OF T}TH-. 72ID SIT?I]'{G OF TTIE DEFART]\{EI{TAI COItrVIIT1T,E ON
EINANCE, PLANNING & TR.A_DE IIELD ON TITESDAV 16rE AUGUST, 2016 IN
coMlvtrTTEE RooM, sl]i FI-ooR, coNTINENTAT HousE, rARLIAIV{ENT
BUILDINGS AT IO.OOAM

PRESENT
1. Hon.

2. Hon.

3. Hon.

4. Hon.

5. Hon.

6. Hon.

7. Hon.

8. Hon.

9. Hon.

1 0. Hon.

11.Hon.
12. Hon.
13. Hon.

14. Hon.

15. Hon.

16. Hon.

Nelson Gaichuhie, MP Vice-Chairperson
Dr. Oburu Oginga, MP
Shakeel Shabbi,r, MP
Sarnmy Mwaita, MP
Joash Oltrm, MP
Abdullswamad Shanfl MP
Patrick Makau King'ola, MP
Mary Emase. MP
Alyanga Andrew Toboso, MP

Ogendo Rose Nyamunga, Ir4P

Lati Lelelit MP
Kirwa Stephen Bitok, MP
Sumra lrshadal-i, MP
Abdul Rahim Dawood ,MP
Ronald Tonui, MP
Abdikadir Ore Mohammed, MP

APOLOGTES

l. Hon. Benj amfu: Langat, Ir{P

2. Hon. Alfred Sambu, It4P

3. Hon. Sakwa Joh Bunyasi, MP
4. Hon. Jimmy Nuru Anewenvi. \4P
5. Hon. lringo Clprian Kubai, MP
6. Hon. Jones Mlolwa, MP
7. Hon. Daniel Epuyo Nanok, MP
8. Hon. Eng. Shadrack Manga, MP
9. Hon. Tiras Ngahu, MP
10. Hon. Denois Wawerq MP
I 1. Hon. Sakaja Johnson, MP
12. Hon. Sarnmy Koech, MP

13. Hon. Joseph Limo, MP

Chairperson
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