
PA RL I r'r' MENT
OF KF] r.{ YA
LiBTIA RY

REPUBLIC OF KENYA

THE NATIONAL ASSEMBLY

THIRTEENTH PARLIAMENT - FOURTH SESSION -2025
DEPART]'IENTAL COMMITTEE ON FINANCE AND NATIONAL PLANNING

YOLUME IY

suBMrsstoNs

CLERK'S CHAMBERS
DIRECTORATE OF DEPARTMENTAL COMM ITTEES
PARLIAMENT BUILDINGS
NA!ROBI

REPORT ON:
THE CONSIDERATION OF

FTNANCE B|LL, 2025 (NATIONAL ASSEMBLY BTLLS NO. !9 OF 2025)

IuNE.2025





NP.TICNAL ASSEMTII,Y
RECEI'/ED

2 7 MAY ?075

CLERK'u L) r r ,...E
P O tlox ]7842. NAIROBI

d

PROPOSALS ON THE DRAFT FINANCE BItt 2025

1

lntroduction

6ffi
)

Area TOP!C Current Proposed Justifi cation/References

VAT Act
PART III VALUE ADDED TAX 155. lnputs or raw materials (either

produced locally or imported) supplied
to pharmaceutical manufacturers in

Kenya for manufacturing medicaments
as approved from time to time by the
Cabinet Secretary in consultation with
the Cabinet Secretary for the time
being responsible for matters relating
to health.

Amend to read
lnputs or raw materials (either
produced locally or imported)
supplied to pharmaceutical
manufacturers in Kenya for
manufacturing medicaments as

approved from time to time by the
Pharmacy and Poison Board for the
time being responsible for matters
relating to pharmaceutical, medical
products and technologies

Cap 244 mandates the Pharmacy
and Poison Board the sole mandate
to regulate including approval
handling of raw material and
medical products in the country

FIRST

SCHEDULE [s.

2(1)l EXEMPT

SUPPLIES Part
I

GOODS SECTION A 129. Weighing machinery (excluding

balances of a sensitivity of 5 cg or
better), of tariff number 8423.10.00
purchased or imported by registered
hospitals upon approval by the Cabinet
Secretary responsible for matters
relating to health.

129. Weighing machinery (excluding

balances of a sensitivity of 5 cg or
better), of tariff number 8423.10.00
purchased or imported by registered
hospitals upon Pharmacy and Poison
Board for the time being responsible
for matters relating to
pharmaceutical, medical products
and technologies

Cap 244 mandates the Pharmacy
and Poison Board the sole mandate
to regulate including approval
handling of health products and
technologies in the country

ZERO.RATING

Part
A _ ZERO RATED

SUPPLIES

11. lnputs or raw materials (either
produced locally or imported) supplied
to pharmaceutical manufacturers in

11. lnputs or raw materials (either
produced locally or imported)
supplied to pharmaceutical

Cap 244 mandates the Pharmacy
and Poison Board the sole mandate
to regulate including approval
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Kenya for manufacturing medicaments,

as approved from time to time by the
Cabinet Secretary in consultation with
the Cabinet Secretary responsible for
matters relating to health

manufacturers in Kenya for
manufacturing medicaments, as

approved from time to time by the
Pharmacy and Poison Board for the
time being responsible for matters
relating to pharmaceutical, medical
products and technologies

handling of raw material and
medical products in the country

FIRST

SCHEDULE [s
2(1)l

EXEMPT SUPPLIES

Part IGOODS

Add New cause to read
L45. Tax exemption of all inputs and

raw materials used in the
manufacturing of pharmaceuticals,

health products and technologies
locally including Unit boxes, PVC and

Plastics Pharmaceutical Clean Room

Panels as these are not made in

Kenya/EAC and VAT exemption on
laboratory equipment in a method
similar to pharmaceutical

manufacturing equipment

lncentivize local manufacturing of
pharmaceutical and health
products cushion the country in

emergency response and argument
resilience in health system

Add New cause to read
146. VAT exemption of all locally

Manufactured pha rmace uticals,
health products, technologies

lncentivize local manufacturing of
pharmaceutical and health
products cushion the country in

emergency response and argument
resilience in health system

Provide l2Yo import levy on all
lM PORTED pharmaceuticals and

technologies that are already
manufactured in Kenya. This levy WILL

NOT apply to manufactured HPTs

from EAC member states

Cushion local manufacturing of
pharmaceutical and health
products cushion the country in

emergency response and argument
resilience in health system
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TO: THE NATIONAL ASSEMBLY
FROM: THE FEDERATION OF KENYA EMPLOYBRS (FKE)

FKE MEMORANDUM ON THE FINACE BILL, ZOZ5

r. BACKGROUND

The Federation of Kenya Employers (FKE) is the most representative employers' organization

in Kenya. The Federation's members employ 7o%o of formal private sector wage employees in

Kenya. The role ofthe Federation is to build the capacity of employers and to influence the

business environment through advocacy, effective representation, social dialogue, and

provision of value-add services. In addition to representing employers at local level, the

Federation also represents members at regional and international level including at East

Africa Employers Organization, Confederation of IGAD Employers, BUSINESS Africa-

Employers Confederation, the International Organization of Employers (IOE), and the

International labour Organization (ILO), and other global forums.

In taking a poliry position, FKE is guided by the need to ensure a balanced and sustainable

policy environment that promotes:

Kenya's socio-economic development

Aecelerated job creation

Enterprise development

Fair labour practices

Resilient and competitive businesses

Harmonious industrial relations

Social Justice

Feasibility and affordability of the costs associated with implementation of the policy.

The above mandate guided FKE position on the proposed Finance Bill, zoz5.

.€
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z. THE FINANCE BILL, zoz5
This is a proposed Bill for an Act of Parliament to amend the law relating to various taxes and duties, and for matters

incidental thereto. As a Federation, we understand that the Bill proposes taxation measures that the government will

undertake to raise revenue for financing its operations. We hereby submit our views/proposals on the Bill for your

consideration and incorporation.

FKE Comments on the Proposed Finance BilI, zoz5

l.€l

No. Finance Bill
Section/Clause

What is in the Finance Bill
2()25

FI(E'skoposal Justifi cation/Rationale

INCOMETAXACT, CAP47o

1 Section z (a) (iii)

of the Finance Bill

2025

Section z of the Income Tax Act

Cap 7o on the definition of

royalty.

The Bill proposes to expand the

definition of royalty to include

transactions relating to
distribution of software where

regular payments are made for

Delete Section z (a) (iii) of

the Finance Bill zoz5

This proposal is in direct conflict with the

Ruling in the High Court decision in Income

Tax Appeal no. 8 of zorT Seuen Seas

Technolosies Limited Vs the Commissioner

of Domestic Taxes where the High Court

ruled that the purchase of software for resale

does not give rise to a royalty to the extent

that the software reseller does not acquire

the rights to enable them to commercially

exploit the software.

2lPage
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the use of the software through

the distributor.

2 Section 5 of the

Finance Bill zoz5

Section ro of the Income Tax

Act cap 7o on the enforceability

of Withholding Tax on Scraps

and Public supplies.

Delete Section 5 of the

Finance Bill zozs

The formalization of scrap sales through

withholding tax could discourage informal

or unregistered scrap transactions leading

to reduced margins or price increases, as

sellers may pass the tax burden onto buyers.

3 Section 8 (a) (ii)

and (iii) of the

Finance Bill zoz5

The Bill proposes to repeal the

provisions that empower the

Commissioner to determine the

just and reasonable cost

attributable to the cost of

timber sold during a year of

rncome

Section tS (z) (ii) (iii) of the

Income Tax Act Cap 7o

Delete Section 8 (a) (ii) and

(iii) of the Finance Bill zoe5

This amendment would likely result in

higher taxable income for both landowners

and purchasers of timber rights, as they

would no longer be able to offset income

with these timber-related cost deductions. It
may also discourage timber-related

transactions or increase the effective tax

burden on such activities.

4 Section 8(b) (ii)

of the Finance Bill

2025

The Bill proposes to delete

Section r5(3X0 of the Income

Tax Act Cap 47o that allows for

the carrying forward of losses

Delete Section 8(b) (ii) of the

Finance Bill zozs

This proposal is unfair to employers as it

contradicts the principle of taxing net gains

and penalizes genuine economic losses. This

may discourage investment, distort

3lPage



l.t:l FEDERATION OF
KENYA EMPLOYERS

7L /.;*"l6*,y',-7,,,.
incurred in the transfer of

properfy.

taxpayers' financial positions, and create

unfairness by taxing profits while ignoring

related losses, ultimately harming economic

efficiency.

5 The Bill proposes to introduce a

s-year cap on deductibility of

tax losses. Currently, the law

permits taxpayers to carry

forward losses indefinitely.

Delete Section 8(d) of the

Finance Bill zoz5 and insert

a new paragraph to read as

follows:

"Nonuithstanding

subsection (4), the Cabinet

Secretary fraA, on the

recommendation of the

Commissioner, extend the

peiod of deduction beyond

fiue years where a person

applies through the

Commtssioner for such

extension, giving evidence

of inability to extinguish the

deficit within that peiod."

Introducing the aspect of extending the

period ofdeductibility oftax for another five

years strikes a fair balance between revenue

protection and business recovery. Many

sectors require more time to become

profitable, and a five-year extension ensures

legitimate losses are fairly utilized.

4lPage
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6 Section 19 of the

Finance Bill zozs

The Bill proposes to charge tax

to dividends distributed out of

untaxed gains or profits

Amend Section 19 of the

Finance Bill zoz5 to define

the phrase "untaxed profits"

Clearly defining the term untaxed profits

will eliminate the ambiguity of what

constitutes untaxed profits.

7 Section z6 (a) of

the Finance Bill

2025

The Bill proposes to extend the

timelines for approval for an

Income Tax exemption

certificate from six$ to ninety

days

Amend Section z6 (a) of the

Finance Bill zoz5 to delete

the word "ninety" and

substituting with the word

'thirry"

The proposal to extend the approval

timeline for an Income Tax exemption

certificate from 6o to 9o days is a step in the

wrong direction. Instead, this period should

be reduced to 3o days to enhance efficiency,

especially with the government's ongoing

investment in digitized tax systems, there is

no justification for prolonged delays.

8 Section z7 of the

Finance Bill zoz5

The Bill proposes to delete the

incentive of claiming one

hundred percent on cumulative

investments done outside

Nairobi and Mombasa or

within the special economic

zone with respect to hotel

buildings, buildings used for

manufacture and machinery

used for manufacture where;

Delete Sectio\ 2Z of the

Finance Bill zozs

The proposal is likely to discourage major

capital investments in regions outside

Nairobi and Mombasa, and in Special

Economic Zones (SEZs). It may also deter

investment in the tourism sector, a vital

source of foreign exchange. Consequently,

this could lead to slower economic growth in

non-urban areas and reduced activity in

SEZs.

5lPage
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a The cumulative investment

value in three preceding

years outside Nairobi and

Mombasa counties exceeds

one billion shillings;

The investment value

outside Nairobi County and

Mombasa County exceed

two hundred and fifty
million shillings in that

year of income; or

The person has invested in

a special economic zone.

a

a

9 Section 28 O) (ii)

of the Finance Bill

2025

The Bill proposes to remove the

$% tax incentive for real estate

developers that construct at

least one hundred residential

units annually.

Delete Section z8 (b) (ii) of

the Finance Bill zozS

The proposed amendment is likely to
discourage investment in the real estate

sector and seems not to align with the

Government's affordable housing agenda,

potentially undermining the progress

achieved in the sector so far.

6lPage



l.€l FEDERATION OF
KENYA EMPLOYERS

lL f,,.-olhy'a'*
10 Section z8 (b)

(iii) of the

Finance Bill zozs

The Bill proposes to remove the

fifteen percent corporate tax

incentive on local assemblers of

motor vehicles.

Delete Section z8 (b) (iii) of

the Finance Bill zoz5

The proposed proposal may deter

investment in the local automotive industry.

Although eliminating the incentive could

boost short-term revenue, it risks

diminishing long-term economic activity

and job creation within the sector.

VALUEADDEDTAX, CAP +26

11 Section gt (b) of

the Finance Bill

2025

The Bill seeks to include

internet, radio or television

broadcasting services as

Vatable

Amend Section gr O) of the

Finance Bill zozs to define

the phrase broadcasting

services'

The current lack of definition creates legal

uncertainty, especially given the evolving

nature of content delivery through digital

and online platform.

12 Section g6 (e) of

the Finance Bill

2025

The Bill proposes to charge

VAT to taxable goods for direct

and exclusive use in the

construction and equipping of

specialized hospitals with a

minimum bed capacity of fifty.

Delete Section 36 (e) of the

Finance Bill zoz5

Imposing VAT on these goods would

significantly increase the cost of establishing

such critical infrastructure, potentially

discouraging investment in specialized

healthcare facilities. Exemption helps lower

project costs, promotes access to quality

medical services, and supports the

achievement of universal health coverage,

especially in underserved regions.

TlPage
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13 Section S6 (g) of

the Finance Bill

2025

The Bill proposes to charge

VAT on specially designed

locally assembled motor

vehicles for transportation of

tourists, purchased before

clearance through Customs by

tour operators

Delete Section 36 (g) of the

Finance Bill zoz5

This exemption should be retained to

promote investment in the local tourism and

automotive sectors. This exemption

encourages local assembly, supporting job

creation and industrial growth while also

aligning with the government's goal of

boosting tourism which is a key foreign

exchange earner.

TAX PROCEDLJRES Agf, CAP 469B
r4 The Bill seeks to increase the

timeframe for determination of

an overpayment of tax

application by KRA from 9o

days to r2o days.

Deletion of Section So (b) of

the Finance Bill zoz5

The proposed amendment may lead to

delays in resolving taxpayers' overpayment

claims, which could negatively impact their

cash flow and disrupt financial planning.

15 The Bill proposes to increase

the timeframe to review an

application for refund of

overpaid taxes subject to an

audit by the Commissioner

from reo days to r8o days.

Deletion of Section So (c) of

the Finance Bill zozS

The proposed amendment may result in
prolonged delays in the resolution of

overpayment claims, potentially straining

taxpayers' cash flow and disrupting their

financial planning.

8lPage
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r6. Section 5z of the

Finance Bill zoz5

The Bill proposes to allow the

Commissioner to access trade

secrets and personal data

information for integration into

the electronic tax management

system.

Delete Section 52 of the

Finance Bill zoz5

These restrictions will help balance effective

tax enforcement with the protection of

businesses' proprietary information and

individuals' privacy rights. They also foster

trust between taxpayers and the Kenya

Revenue Authority encouraging voluntary

compliance without fear of data misuse.

t7 Section 54 of the

Finance Bill zoz5

The Bill proposes to remove

weekends and public holidays

in the computation of time for

lodging objections and appeals

Delete Section 54 of the

Finance Bill zoz5

The proposal to exclude weekends and

public holidays from the computation of

time for lodging objections and appeals

should not be adopted because it
undermines the principle of efficienry and

timely resolution of tax disputes.

r8. Section S6 (SA) of

the Finance Bill

2025

The Bill proposes to waive

penalties and interests on

errors generated from the

electronic tax system upon

recommendation by the

Cabinet Secretary

Amend Section S6 (SA) of

the Finance Bill zoz5 to
remove for the CS's approval

Errors caused by the system are beyond the

taxpayer's control, and relieffrom penalties

and interest in such cases should be

automatic and clearly provided for in law

not subject to bureaucratic approval.

9lPage
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MISCELII\NEOUS F:EES AND LET/IES Agf, CAP 469C

t9 Section 58 of the

Finance Bill zoz5

The Bill seeks to narow the

Import Declaration Fee (IDF)

and Railway Development Lery

(RDL) exemptions to only

apply to spare parts under

Chapter 88 and aeroplanes and

aircraft over 2,ooo kg but

below r5,oookg as well as those

over t5,ooo kg.

Deletion of Section S8 of the

Finance Bill zoz5

The airline indusby already contributes to

various revenues to the government through

existing taxes such as:

. Air navigation and landing fees;

. Passenger service charges;

. Fuel levies and excise duties;

. Corporate income tax; and

. Employment-related taxes like PAYE and

training levies.

Removal of this exemption could adversely

affect certain players in the industry who

may be required to pay additional import

taxes including the r.5% RDL and z.S% IDF

if their imported aircraft do not fall under

HS Codes 88oz.3o.oo or 88oz.4o.oo.

l0 lPage
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3. EMPLOYERS ASK AIIID PROPOSED ItrAY FORWARI)

The Federation of Kenya Employers humbly requests that employers' viervs be taken into

consideration and the Bill amended to incorporate them.

Sigped for and on behalfofthe

FEDERATION OF IGNYA EMPIOYERS

l.G:l

Jacqueline Mugo (MRll), EBS, MBSI, OGI r

MCUTTVEDIRECIIOR&CEO
2Z/oS/2o25

11 lPage
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KENYAASSOCIATION OF AIR OPERATONS
CHAIRMAN:
MBUVI NGUNZE

CHIEF EXECUTIVE OFFICER

LIZ ALUVANZE

P.O. BOX 27592 -00506
NAIROEI

KENYA

KAAOIT6

26th May 2025

Clerk of the National Assemblv
The National Assembly
P.O. Box 4 1842-00200

NAIROBI

Dear S. Njoroge CBS,

REF: KENYAASSOCIATION OFAIR OPERATORS MEMORANDUM ON FINANCE BILL
2025

Reference is made to your letter Ref: NA/DDC/F&NP120251032 dated 1Sth May 2025 regarding
stakeholder engagement on the Finance Bill 2025. The Kenya Association of Air Operators (KAAO)
hereby submits its memorandum for consideration by the National Assembly Departmental Committee
on Finance and National Planning.

Our memorandum (attached) outlines serious concerns regarding several proposed tax measures in the

Finance Bill which if enacted, will catastroph ically have an impact on the safety, growth, sustainability
and competitiveness of the aviation sector.

We urge the committee to consider our proposals, and we are available to provide further clarification
if required.

Yours fa u llv,

ZA ANZE
CHIEF EXECUTIVE OFFICER

N ,\'l I t) i\l \ l'
R I--CE

:., i1N1 li I)
F I)r\S

t\/

? e MAY 2025

(-l'I'
t'.O. ljtr

B.l('s 0 lr

x 41t142'
lrlCtl
Nr\l110Rl

TEL / FAX: 020 6001165, E-mail: admin@kaao.co.ke / Website: www.kaao.co.ke
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Hon. John Mbadi, EGH
Cabinet Secrctary

The National Trcasury and Economic Planning
P.O Box 30007-00100
Naircbi.

Hon. Davis Chirchir
Cabinet S€crctary

Ministry of Roads and Transport
P.O Box 526Y240502
Nairobi.

Tercsia Mbaika
Prhcipal Secrctary

State Depafinent for Aviation and Aerospace Development
Ministry of Roads and Transport
POBox 5269240502
Nairobi.

EmileArao
Director General

Kenya Civil Aviation Authority
P.O Box 30163{0100
Nairobi.

4

5. Nicholas Bodo
Ag. Gencral Manager
Kenya Airports Authority
P.O Box 19005{0501
Nairobi.

TEL / FAX: 020 6(Xrll65, E<nail: admin@kaao.co.ke / Webslte: rrwwkaao.co.ke
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KENYA ASSOCIATION OT' AIR OPERATORS
CHAIRMAN:
MBUVI NGUNZE

CHIEF EXECUTIVE OFFICER

LIZ ALUVANZE

P.O. BOX 27592-00506
NAIROBI

KENYA

KAAO/16

26th May 2025

Clerk of the National Assembly
The National Assembly
P.O. Box 41842-00200
NAIROBI

Dear S. Njoroge CBS,

REF: KENYA ASSOCIATION OF AIR OPERATORS MEMORANDUM ON FINANCE BILL
2025

Reference is made to your letter Reft NA/DDC/F&NP120251032 dated l5th May 2025 regarding
stakeholder engagement on the Finance Bill 2025. The Kenya Association of Air Operators (KAAO)
hereby submits its memorandum for consideration by the National Assembly Departmental Committee
on Finance and National Planning.

Our memorandum (attached) outlines serious concerns regarding several proposed tax measures in the
Finance Bill which if enacted, will catastrophically have an impact on the safety, growth, sustainability
and competitiveness of the aviation sector.

We urge the committee to consider our proposals, and we are available to provide further clarification
if required.

Yours fa u llv.

ZA VANZE
CHIEF EXECUTIVE OFFICER

N,\'l l()i\r Al, ,\S:iilNi lil'\
Rt--cI.l\/EL)

? q MAY 2025

Cl.lrlil('S () lrirl(. L

l'.O. lio': 4 lti'i l, Nn lliOlil

TEL / FAX: 020 6001'165, E-mail: admin@kaao.co.ke / Website: www.kaao.co.ke





b

Couv to:

l. Hon. JohnMbadi, EGH
Cabinet Secretary

The National Treasury and Economic Planning
P.O Box 3000740100
Nairobi.

2. Hon. Davis Chirchir
Cabinct Sccretary

Ministry of Roads and Transport
P.O Box 5269240502
Nairobi.

3. Teresia Mbaika
Principal Secret&ry

State Dcpartsncnt forAviation and Aerospacc Developmcnt
Minisry of Roads and Transport
POBox 5269240502
Nairobi.

4. EmileArao
Director General

Kenya Civil Aviation Authority
P.O Box 30163-00100
Nairobi.

5. Nicholas Bodo
Ag. Gcneral Manager
Kenya Airports Authority
P.O Box 1900540501
Nairobi.

TEL / FAX: 020 6001165, E<nall: admin@kaao.co.ke / Webalte: nn*rv.kaao.co.ke
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While taxation is a critical tool for public finance, its design and application must align strategically with national development priorities set forth
in the National Aviation Policy and intemational bcst practices. Given the aviation sector's catalyic rote and extensive multiplier effects across the
economy, it requires a fiscally suppo(ive cnvironment. Any rcversal of these exemptions would not only jcopardize recenl progrcss but also
compromisc national development goals under Kenye Vision 2030, the Bottom-Up Economic Trensformetion Agcnda (BETA), the Africen
Continentrl Free Trade Area (AFCFTA), and the Singlc Afrlcrn Air Trensport Mrrket (SAATM). As an established aviation hub in East
Africa, Kenya's air transport sector is integral to the realization of economic growth, job cneation, and global integration.

Extensive glohal evidcnce, including the European Commission's 2019 analysis of aviation taxation, demonslrates that aviation taxes substantially
influence air conncctivity, ticket prices, passenger demand, fleet acquisition, and orcrall industry compctitiveness. The rcmoval of aviation tax
exemptions has been shown to rcduce passenger volumes, employment, investment, and GDP contributions. While such taxes may generate short-
term fiscal revenue, thcy risk distorting market dynamics, particularly in economies whcre avialion is foundational to tourism and economic growth.

This memorandum, prcpared by the Kenya Association of Air Operators (I(AAO), articulates the sector's concems and provides a detailed analysis
ofthe potential implications ofthe proposed tax amendments. It highligh0r the sector's significant contribution to the national economy, aligns the
discussion with global and regional besl practices, and offers cvidence-basod recommardations to guide policymaken toward sustainable. growth-
oriented decisions.

T}e objective is to ensure that Kenya's aviation indrstry remains a catalyst for cconomic developmcnt, regional connectivity, and intemational
compelitiveness, while safeguarding the intercsls of all stakeholders involvcd which is clcarly stipulatcd in the National Aviation Policy.

2. OVERVIEW OF THE AVIATION INDUSTRY IN KENYA

Kenya's aviation industry is a cornetstone of its sociocommic framework. Beyod comccting people and places, it serves as a catalyst across
diverse sectors: powering tourism, enabling fadc, rdvancing film and photography, rod est iring high-skilled employment. Il is indispensable in
delivering humanitarian aid. facilitating emcrgcncy medical evacuations, and supporting scicntific and envhonmental rcsearch. In the realm of
conservation, aviation strengthens wildlife protcction eftiorts through aerial patrols, rapid anti-poaching deployrnents. and improved access to rcmote
ecosystems. From prccision agriculrure lo connecting undcrserved rcgions, aviation weaves through nearly every facet ofnational development. The
prevailing VAT exemption rcgime has been instrumcntal in saftguarding Kenya's status as a stratcgic and competitive aviation hub on the continent.
This strategic positioning is reflected in the consistcot volumc of aircraft morrcments over the yea6 (see Appendix 1, Figure 2), underscoring
aviation's growing importance in supporting national and regional daelopmq goals.

According to a r€port by the International Air Transport Associalion (IATA, iitled Thc Imporlatrce o{ .4ir Transporr to Konta,the aviation sector
and its supply chain contribute USD 1.2 billion to Kenya's Gross Dom6tic Product (GDP) annually equal to l.lolo to total national GDP. When the
wider supply chain, tourism activilies and employee spending are included, the sector suppons a combined KES 425 billion (USD 3.3 billion) in
economic activity, accounting for 3.17o ofthe national GDP.

2
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Moreover, the aviation industry is a significant source of employment, directly and indirectly supponing 460,000 jobs. including 21.100 people are
directly employed in aviation. generating USD 1.2 billion of economic output, equal to Ll% of total GDP. Moreover. the tourism sector, heavily
reliant on-air travel, contributes USD I .2 billion to Kenya's GDP and provides employment for 242,200 people. Additionally, intemational tourists
arriving by air are estimated to inject USD 1.9 billion annually into the economy through their spending on local goods and services.

2.I ECONOMIC CONTRIBUTION TO VARIOUS SECTORS

i. Tourlsm

Aviation is the lifeblood of Kenya's tourism industry----a key economic pillar within the East African Community (EAC). Over 70o/o of
internetionel tourists arrive by air. and the availability of direct intemational flights to Nairobi. Mombasa- and other regional airports has

enabled Kenya to position itself as a top d€stinalion for safari, coastal, and conference tourism. Without robust air connectivity, the

competitiveness of Kenya's tourism offering would significantly diminish. The projected growth in passenger traflc through JKIA. as shown
in Appendix I Figure 3, underscores the ongoing and future importancc ofaviation in sustaining and expanding Kenya's tourism industry.

ii. Agriculturc and Trode

Kenya's agriculture sector--{he backbone ofthe economy----+elies hcavily on aviation for the export ofperishable high-value goods such as cut
flowers, fruits. vegetables, and herbs to markets in Europe, the Middle East, and Asia. According to the Horticultural Crops Directorate (HCD)
2023 Annual Reporl, Kenya exported ovcr 250,0(X) tonnes ofcut llorrcrs, eaming approximately I(Sh t07.6 billion. Avocado exports rcached
122,581 tonncs. valued at USD 159 million, with most of the premirm shipments rclying on air frcighl to maintain quality and freshness. Air
transport enables swift delivery to international markets, safeguarding product integrity and export earnings. As illustrated on Appendix I Figure
4, the number of freight movemcnts through Jomo Kenyilta Intermtional Airport (JKIA) reflects thc scale and consistency of cargo opcrations
supporting this trade. JKIA remains one of Africa's hsicst crgo hubs, handling bctrrccn 350,fi)0 end 400,000 tonnes of cargo annually. as

noled by the Kenya Airports Authority (KAA,2023), duc in part to its modem cold&in infrastructure and strategic positioning.

iil Hcallh, Emergcncics, ond Huttunilarian Opcrzfions-

Aviation also plays an esscntial rolc in supporting humanitarian opcretions, mcdicel evgcultions. and disaster response, particularly in
remote and underserved areas. In 2022, AMREF Flying Doctors conducted over 950 evacuations (AMREF 2022). while the UN Humanitarian
Air Service (UNHAS) supported relief operations in remote areas. Additionally. the expansion of Unmanncd Aircraft Systems (UAS) has

accelerated emergency response and last-mile medical delivery. Sincc 2023, Ziplinc has completed ovcr 6,300 drone deliveries of medical
supplies (Scholar Media Africa). with Kisumu County alone eccounting for over 10,000 flights where 40Vo were emergency supplies (Africa
Science News). These cfforts highlight the growing impact ofaviation and drone technology in strcngthening public service delivery across the

country.
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iv. Tralnlng and Mah cnaacc Hub

Kenya is widcly rccognizcd as a rcglond lcrdcr in rvietion tnining ud rircnft mrintcntncc, hosting 17 Approvcd Tnining
Orgrntzrtbns (ATOsl (scc Appcndk 2 Toblc I) and Approvcd Mrlntcnrncc Orgrnizedons (AMO;). Thesc institutions not only serve local
demand but also attract trainccs and aircraft from thc widcr Africa rcgion, reinforcing Kcnya's stature as a rcgional aviation hub.

2.2 INTERNATIONAL COMPARISONS AIID BENCHMARKING
Whet is thc irnprct of uncvcn rnd unpncdlcoUtc trS,po,tttffitrffiiliilEure.trcommcndrtionr rnd thc approvcd Kenyen Netionrt
Avirtion Policy?

I

2

3

4

5

Incrcascd

Increoscd
Kcnya's a

Cost increascs dctcr airlina
Intcmdional Air Transport b dificrcnt,,lts

lctslptors, under carriages etc.)
'\ borne by thc travclling public impacting

It is dircctly conEary to thc G{venrmftt 'laryFambition of
multiplier effect on the econfrry

$olalhaturcjusti ofVA aln othcr taxes for an cven playing ficld.
ln + lity for a scctor thar has a direct

fucal policies on taxation
sport scrviccs from

Icads to incrcascd tickct priccs,

with only limited cnvironmental or

hanisms to prescrve sector
ic Communfty of Wcst Africrn

Globally, aviation is wi&ly
(ICAO lroc t6l2), signato,ry

ta:<ation to foctcr sustainable

Thc Er"ropcan Commission's bl9
rcduccd passcnger volumcs,

6c

t,

the
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Sou rce

l. National Finance Acts (2021), PWC VAT and Indirect Tazs ta Africa - A Gaide, and ICAO Taxation Policy (Doc 8632) , VAT exemption
for aircraft scone ofthe exemotion for international airlines
2. China VAT csscntials guide 2021 httos : //a-sseLs - kom o -com./content/damAonr pl cnl odf/ en/ 2O2l I 021 china-v at-essentials-suide-202 I .Ddf
3. Ministry of Financc-UAE: httos://mof.eov. aelvat/
4. Inland Rcvenue Authority of Singapore (IRAS): https://www.iras.gov.sg/taxes/goods-scrvices-tax-(gstycharging-gst{output-taxywhen-
to-charge-0-gst{zcro-ratc)/provi ding-intemational-servi c6
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PART III - \'ALUE AI)I)ED TAX
Clausc
No.

3. KAAO PROPOSAL ON THE FINANCE BIT,L 2025

Ilcrcrlpdon of thG Chulc Econonh Imprct

The introduction of 16% VAT on

importation of aircraft, spacecraff
and parts thereof under Chapter
88 will result in Kenyan

operators losing their
comp€titiveness due to increased

costs of purchase, leasing or
fi nancing of these equipment.
This in tum will rcsult in
increased operational costs which
will be cascaded down to the

consumers and the public
travelling.

It may also lead to safety
concems deterring airlines from
timely maintenance therefore
impacting safety.

Increased costs will also
discourage investors from
registering aircraft in the Kenyan
registry. which will impact
rcvenue generated by the Kenya
Airports Authority and Kenya

Civil Aviation Authority in the
form of fees and charges.

Bcncfrt

Sector comp€titiveness and a more
inducive environment for
investmenl. This therefore cross

facilitates other sectors and

economic activities including but
not limited to Tourism. Trade,

Surveillance, Agriculture,
Medicine, Training. Maintenance
etc. The trickledown effect is
eventually the creation of more jobs
and services. ovcrall contributing to
the growth of our GDP.

Kenya's aviation industry has

experienced notable growth under
the current tax regime. as reflected
in the recent acquisition ofnew
equipment by various operators.
From 2023 to date. several aircraft
and related assets have been

registered in the country (see

details below). These developmens
signal a strong upward trajectory
for the sector. reinforcing Kenya's
position as a regional aviation
market leader.

- xl B7237-800F
- xt ATR 72-500

Curtcnt hovblon
(VAT Act No.35
of2013)
49. All goods and

pans thereofof
chapler 8E;

Propccd
Amcrdmot

DeleteFirst Schedule to Cap.476

36. SECTION A OF PART I
OF THE FIRST SCHEDULE
TO THE VALUE ADDED
TAX lS AMENDED - (a) by
deleting paragraph 49;

49. All goods and parts

thereof of chapter E8i
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Ftrst $kdrlc to Cq.176

36. SECTIONAOFPARTI
OF TI{E FIRSTSCHEDT'LE

5t.Dfttdo-
findi4cunpsccr,
hnnmcdtsad

As rhovm in Appcndix l, Figrnc
I, the umul passcnger statistica
for kcy drports highllght tttc
scatc and growth of ah travrl.
Thb mdcrscccs thc impormcc
of meintaining crt cfficicncy in
thc induitry.

imoeuimof t5!6VATm
mtcftn'fnatgoompcsc$
imrmcmr and rylios for
rhilft rrlll rcsult in highcr cost

- Xl Bombardier CRI2fi)
- X2 Dash E 400

- X2 lhsh I 100

- x6c20EB
- )ocl72
- xt Fl00
- xt F70
- Xl Airbus Hl25
- X2Bocing737-400F
- Xl Bocing737-300F

- Xl Dash 8-200

- Xl Ccssna 208

- Xl Dash 8-400

- Xl Ccssna Citation 680
Sovereigr

- Xl Pildus PC-I2NG
- xt ATR 72-500

- xl ATR42-500
Such dcvclopmcnts are more than
just numbcrs on a registry--{hcy
art marka: of an industry on the
asccnt. Thcy affirm Kcnya's
growing statre as a rcgional
aviation lcader, whene policy,
pufposc, and progress continuc to
align

' tilodcrrihedon of llcct
This will cncourage maintenancc
ard modernization of flcct uAich

D.ra6
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TO THE VALUE ADDED appliances for for aircraft maintenance, which will make Kenya have good safety
TAX IS AMENDED - (c) by aircraft. has a safety implication as the records globally.
deleting paragraph 58; costs will be extremely high. Boost to Economy

This will have a negative impact Overall. Kenya remains an aviation
S8.Dircction-finding to local aircraft maintenance hub in the region. This will
compasses, instrumenls and organizations since it will be encourage companies from the
appliances for aircraft. cheap€r to oulsource region to seek mainlenance services

maintenanc€ activities in other from Kenya thereby boosting the
countries within the region country's economy.
thereby making Kenya Creation ofjobs
uncompetitive. This will result in Robust aviation maintenance
the loss ofjobs. activities will result in creation of

jobs for the country.
Our Rcqucst
Rclnstetc Scction 5t thrt tllom for crcmpdon of lXrccdon'trn,lln8 cornpsrc+ larttucnlr rnd tpplluccr for rlncnft from VAT.

First Schedule to Cop.476

36. SECTION A OF PART I
OF THE FIRST SCHEDULE
TO THE VALUE ADDED
TAX IS AMENDED - (f) in
paragraph 89, by deleting the
words 'other aircraft spare'
and substituting thercfor the
word 'aircraft'.

89. Any other aircraft spare
parts imported by aircraft
operators or persons engaged

in the business of aircraff
maintenancc upon

recommendation by the

89 Any other
aircraft spare parts

imporred by

aircraft operators

or persons engaged

in the business of
aircraft
maintenance upon

recommendation
by the compctcnt

Authority
responsible for
civil aviation.

Delete the word
'aircraft'and
include the words

'all goods and parts

thercof of Chapter
88, and any other
aircraft spare parts

imported by aircraft
operators or persons

engagcd in the
business ofaircraft
maintenance upon

rccommcndalion by
thc compstcnt
Authoriry
responsiblc for civil
avialion

The risk includes increased costs

for the entirc aviation seclor due

to VAT on aircraft spare parts

and other goods ofchapter 88.

This has a direct impact on costs

of maintcnanc€ and thc well-
established MRO business in the
country, which can quickly move
to neighboring jurisdictions
wherc thcse taxes are not applied
This has in the past benefited

Tanzania and Ethiopia who do
not chargc VAT on aircraft spare
parts.

Improved safety and growth ot
MRO business. and reduccd cost of
doing business and cost to the end

consumer.

Having said the above, it is
important to be alive to the risk of
bureaucracy and back-log that the
approval process lhrough the
competent authority will bring if
tasked wilh morc than the existing
provisions which only cover the
non-chapter 88 aircraft part and

spaE parts.

This scc'tion now provides for
excmption of aircraft.
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competent authority Aircraft spare parts are nol
responsible for civil aviation. exentpted fronr VAT with

deletion ofother aircrall spares

and paragraph 49 above. This
amendment will impact on local
operators since the income on

local transportation of pax and

cargo is excmptcd from VAT.
Our Rcquest
Reinst te eremption from YAT on all goods ofChrpter 88 rbove and eny other aircraft spare perts to cover those thrt not under Chrpter
tt.

Clause
No.

Descriplion of lhe Clause Proposed
Amendmcnl

Economic lmprctCurrenl Provision Benefit

Second Schedule of Cap 469C

58. SECOND SCHEDULE
OF THE MISCELLANEOUS
FEES AND LEVIES ACT IS
AMENDED.
Part A-COODS EXEMPT
FROM IMPORT
DECLARATION FEE
WHEN IMPORTEDOR
PURCHASED BEFORE
CLEARANCE THROUGH
CUSTOMS
(i) by deleting paragraph (xv)

(xv) All goods and parts

thcrcofof Chapter 88;

GOODS EXEMPT
FROM IMPORT
DECLARATION
FEE

All goods and parts

thercofofChapter
88;

Incrcrsed opcrrtionel costs for
Iocal air operators, AMOs
(Approved Maintenance

Organizations), and rclated
avialion service providers. who
will now face 3.57o more on
import costs (1.5o/o IDF + 2o/o

RDL).

Highcr mrintcnrtrcc rnd srfety
cosE will lead to longer aircraft
downtimes, use ofolder aircraft,
or cutting of scrviccs to low-
traffi c rcgion-ultimatcly
weakcaing air conncctivity,
cspocirlly for humanitarian and

mcdical servic6.

Improvcd Sefcty end Complience
The removal of these levies will
facilitate quicker and more

aflordable access to genuine spare
parts. encouraging timely
maintenance. This ensures aircraft
safety and enhances Kenya's
compliance with international
aviation safety standards, boosting
the country's reputation as a

rcliable aviation jurisdiction.

Strcngthcncd Rcglonrl
Compctitivcncss
By aligning Kenya's tax regime
with thme of Ethiopia Ruanda
and other aviation-friendly nations,
this move r€inforces Kenya's

Deletc
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Negetive spillover elfects on
sectors dependent on aviation,
such as:
. Tourism - According to
projections by the Tourism
Research Inslitute (TRI), Kenya
aims to welcome over 5 million
intcroetionel tourist srrivrls
annuelly by 2028, more than
doubling the current figures.
Achieving this target depends

significantly on affordable air
travel and expanded connectivity.
Increased airfare and reduced
route access, driven by adverse

fiscal changes, could deter
tourists and threaten these

ambitious projections, ultimately
impacting both tourism and

aviation sector revenues.
. Film rnd photogrephy - aerial
equipment and aircraft use in
filrnmaking (e.g.. for safaris,
documcntarics) wil I become
costlier.
. Ilumrtritrri.n evirtiotr -
emetgency rEsponse by air (e.9.,

d-ught, flood relief) could slow
duc to increased costs.
. Avirdon trrlnlng - flight
schools and maintenanc€ training
facilitics will face increased costs

on imported simulaton, engines,
and avionics. rcducing the

position as the region's preferred

aviation services destination.
especial lly in Maintenance. Repair
and Overhaul (MRO). cargo
handling. and aviation logistics.

Boost to Economy
Overall, Kenya remains an aviation
hub in the region. Eliminating IDF
and RDL on airoaft parts lowers
operational costs. encouraging
regional airlines to base their
maintenance and repair activities in
Kenya. This will attract foreign
exchange, support local aviation
businesses, and stimulate growth
across allied industries such as

tourism, cargo. humanitarian aid,
and filming. aviation training. -ultimately boosting the country's
economy.
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Our Request
Reinstate the exemption for all goods and spare parts ofchapter EE

Second Schedule of Cap 469C

58. SECOND SCHEDULE
OF THE MISCELLANEOUS
FEES AND LEVIES ACT IS

AMENDED.
PartA-GOODSEXEMPT
FROM IMPORT
DECLARATION FEE
WHEN IMPORTED OR

PURCHASED BEFORE
CLEARANCE THROUGH
CUSTOMS

(ii) by deleting pragraph
(xva) substituting the

following ncw paragraph -
(xva) all parts ofchapter 88

and goods of tariff hcading
8802.30.00 and 8802.40.00

GOODS EXEMPT
FROM IMPORT
DECLARATION
FEE
(xva) any other
aircraft spare parts

including aircraft
engines imported

by aircraft
op€rators or
pcrsons cngaged in
the business of
aircrafr
maintcnancc upon

rccommerdation
by the compctcnt

authority
rcsponsiblc for
civil aviation.

attractiveness of Kenya as a

training destination.

Undermines Kcnya's st tus .s
e rcgionel rvietion hub,
especially compared to Ethiopia,
Rwanda. and South Africa-who
maintain targeted exemptions to

boost the industry.

Disproportionrte impsct on
smrll opcretors: This
amendment nanows the scope of
exemption to only large
commercial aircraft , effectively
excluding small and medium
aircraft such as those used for
flight training, tourism, film
production, private charter, and
humanitarian relief.

This will disproportionately
affect smallcr operators who
form a large portion ofKenya's
general aviation scctor and lack
the economies of scale to absorb

incrtascd costs. These operators
will now bcar the full brunt of
added costs.

Rcduccd pilot trrining
opportunltlcr: Higher cost of

Inclusive sector growth: Broad-
based exemptions ensure that sntall
and medium enterprises (SMEs) in
aviation, including ATOs, AOC
and AMOs. can operate sustainably
and expand.

Accessibility end equity:
Retaining exemptions for Iight
aircraft promotes air access to
underserved areas and supports
national cohesion goals.

Avlrtlon telcnt devetopmcnt:
Affordable flight training supports
the developmenl of pilots.
cngincers, and technicians needed

to drivc future growth.

Stlmulrtion of dronG ccorystcm:
Kenya's leadership in drone
delivery and UAS services depends

Delae
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simulator parts, avionics. and

engines will result in costlier
training programs, rcducing the
numhr of new pilots entering
the job market.

on predictable, low-cost access to
aircraft components.

Tourlsm sector vulnerability:
Safari operators and aerial tour
providen use light aircraft to
reach remote park and

conservancies. lncreased costs

may lead to fewer routes.

reduced frequency, or higher
prices, dampening tourism
growth.

Competitiveness rcross services
Supporting diverse aircraft
categories reinforces Kenya's
attractiveness in film production.
conservation, surveillance. and

specialized logistics.

Berriers to innovrtion rnd
drone use: Emerging players in
UAS, including logistics and

medical drone services, will
strugglc to scale operations due
to higher import costs on drone
parB and systems.

Aircreft Sprres end parts
thcreoft An important part of the
aviation cosl structure is aircraft
spar parts which are life limited
and requirc constant rcplacement.

Our Request

Reinstate the exemption for any other aircraft spare parts including aircraft engines imported by aircraft operators or persons engaged in
the business ofaircraft maintenance upon recommendation by the competent authori(v responsible for Civil Aviation.
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Second Sclrcdule o./ Cap 169C

58. SECOND SCHEDULE
OF THE MISCELLANEOUS
FEES AND LEVIES ACT IS

AMENDED.
PartB-GOODSEXEMPT
FROM THE RAILWAY
DEVELOPMENT LEVY
WHEN IMPORTED OR
PURCHASED BEFORE

CLEARANCE THROUGH
CUSTOMS
(i) by delcting paragraph (xiii)

(xiii) all goods and parls

thereof of Chapter 88;
(xvi)

\econd St hctlula of ('ap 169(

58. SECOND SCtlEDt ILII
OF THE MISCELLANI]OI.]S

COODS EXEMPT
FROM TIIE
RAILWAY
DEVEI-OPMENT

All goods and parts

thercof of Chapter
881

GOODS EXEMPT
FROM TTIE
RAII,WAY
I)EVELOPMENT

Cumulative cost burden: The

additional 2% RDL on all
aircraft. spacecraft and parts

thercof including engines creates

an untenable cost structure to
ALL aviation related operators.

Diverted maintenance
spending: Operalors rvill choose

to outsource maintenance to
countries with lower taxes.

redirecting investment and jobs

away from Kenya's MRO sector

as was witnesscd prior to thc
Finance Bill 2023.

Slowdown of aircraft
modernization: H igher costs

reduce the financial viability of
replacing aging aircraft with
more fuel-effi cient models.
undermining Kenya's green

aviation goals.

Weakened evietion ecorystem :

Rising input cosls across the

board may result in reduced

profitability for operators. job
losses. and closure of marginal
aviation businesses.

Exclusion of light and
spccialized aircraft: Narrou ing
the exenrption eliminates relief
lor aircraft most used in training

Retention of MRO inYestments:
Maintaining exemptions
encourages investment in loca I

maintenance faci lities and atlracts
regional contracts.

Efficiencf in logistics: Lorver
aircraft part costs improvc
tumaround time. reduce service
interruptions. and enhance sector
rcliability.

Enhanced public service
capaci!v: Cost-cffcctive operations
support conlinued delivery of
critical public functions such as

airlift ing vaccincs. acrial spraving,
and disaster relief.

Environmental alignment:
Affordability in aircraft renewal
supports the shift to cleaner. more
effi cient avialion technologies.

Support for Kenya Vision 2030
and BETA: A fiscally enabling
environment fosters seclor

expansion aligned rvith national
economic transfomration goals.

Balancetl industr.r' support: Ful I

cxemptions for all aircralt tvpes

ensurc equitable developnrent

Delete

Delete
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FEES AND LEVIES ACT IS

AMENDED.
PartB-GOODSEXEMPT
FROM THE RAILWAY
DEVELOPMENT LEVY
WHEN IMPORTED OR
PURCHASED BEFORE
CLEARANCE THROUGH
CUSTOMS
( ii) by deleting paragraph
(xvi) and substituting therefor
the following new paragraph-
(xvi) all parts ofchapter 88
and goods of tariff heading
8802.30.00 and 8802.40.00

(xvi) any other
aircraft spare parts

including aircraft
engines imported
by aircraft
op€rators or
persons engaged in
thc business of
aircraft
maintenance upon

recommendation

by lhe competent
authority
responsiblc for
civil aviation:

tourism, conservalion. and

medical flights.

Erosion of Kenya's training
leadership: Foreign rainees may
opl for countries rvith lorver
costs. impacting revenue and
regional dominance in aviation
training.

Reduced operationel capacity
in remote areas: Light aircraft
enable access to areas with
Iimited road infraslructure. Cost
increases may lead to reduced
service or exit from the market.

Constrained adoption of d rone
technology: UAV operators will
face new cost pressures jusl as

public and privale seclor demand
for drone services is expanding.

Thc gross camings of
nonr€sident Shipovmer, charterer
or air transport operator and any
ship or aircraft owncd or
chrrtcrcd will now bc aubject to
wilhholding h in Kenya-

The witbholding tax of 2(P/o on
notrrsidcnt busincss will hindcr
effectively becomcs a cost

across all aviation tiers

Strategic advsntage in regional
training: Kenl'a retains ils
competitive edge as a centre of
cxcellence for pilot and aircrall
technician training.

Strengthened rural development
Light aircrafi enable agricultural.
cmergency. and educational acccss
across hard-to-reach regions.

Scalable innovation : Cost savings
allow UAV slartups to scale drone-
based services in healthcare.

logistics. and agriculture.

Diversified growth: A thriving
general aviation sector
complements commercial carriers
and ensures sector-wide resilience
in volatile market conditions.

Ta:t excmption has made Kenya
compctitive in the global markets.
Kenya is a grcat source of
Agricultural products to export
market. This has been a source of
forcign eamings for dccadcs.

Exemption hom tax will ensure
Kenya remains competitive in global
martct.

Section 35 of the Incomc Tax N/A
is amende*- (a) in
subsection ( l), by inserting
the following new paragraph

immcdiately after paragraph
(tF

(u) gains or pmfits which are
chargcable to tax undcr
section 9(l) derivcd from thc

DclcteJ{0
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business ofa ship owner or
charterer;

Our Request.

Delcte subsection (u) of Section 35 (l)l thc new provision.

NCOME T/4X ACT CAP 470

impacting Kenya's
competitiveness due to the
Iimited Double Tax Treaties.

Nonresidents will not be able to
rocoup thc tax paid in Kenya.
This incrcases the cost ofdoing
business.

Five years pcriod is arbitrary in a
capital-intensive business, where

companies accruc tax losses due
to accelerated tax allowances

Delete

8. Section l5 ofthe Income
Tax Act is amended -
(c) in subsection 4, by
inserting the word 'five'
immediately after the word
'succeeding'

(4) Wherc the
ascertainment of
the total income of
a person results in
a deficit for a year

of income. the
amount of that

deficit shall be an

allowablc
deducion in
ascertaining the
total incomc of
such person for
that year and the
succccding years

of income-

The aviation sector is recovering
from Covid whcre significant tax
losses were incurred. Limiting
the period of tax losses without
rccoglizing this and investment
allowances given is inherently
unfair for the sector and will
discourage investrnents.

Our Request.
We request the emendment of this proposal by retaining the provision to carry forn'ard the tax loss€s in the year of income and succeeding
years of income.

338
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5. CONCLUSION
The Finance Bill 2025 seek to reintroduce VAT, lmport Declaration Fees (lDF), and Railway Development Levy (RDL) on aircraft, parts, and
maintenance seryices-rncasures that would fundamentally alter the cost structurc of aviation in Kenya. Thcse proposed changes thrcaten lo unravel
recent progress made and puts at risk Kenya's position as a regional lcader in air connectivity, fleet modernization, and innovation. They also run
counter to ICAO and EAC policy frameworks rocommending tax exemptions on intemational air transport inputs due to thcir wide-rcaching
economic impact.

Tourism, a comerstone of Kenya's economy, stands to suffer thc most. With wet 70%o of international tourists arriving by air and light aircraft
playing a vital role in connecting visitors to nalional parls and coastal destinations, any inorase in aviation costs will dircctly affect visitor volumes.
The government projects intemational tourist arrivals to exceed 5 million by 2028. a targcl that hingcs on affordable, rcliable air access. Furthermore,
the domestic air travel market is vibrant and a key connector for both busincss and leisuu travel with projections indicating growth to over 6 million
passengers by 2028. (Source.' Ketrya Airports Authoriry). Burdcning tlt aviation sec;tor with new ta:<es risks driving up fares. shrinking route
networks. and ultimately eroding Kenya's brand as a prcmicr destination. To protect tbls growth. and the ttousands ofjobs and businesses ticd to it
Parliament must uphold the currenl exemptions and rEaffirm aviation's rclc !r a national eeotronic driver and in line with the Govemments own
National Aviation Policy.

To safeguard economic growth. envimnmental goals, and rcgional leadershlp, it is imperative thlt Parliarncnt upholds existing VAT. IDF, and
RDL exemptions, aligning with ICAO and EAC frameworks. This will ensrre Kenya rernains at the forcfront of aviation innovation in Africa.

Finelly, it is not withotrt conccrn thrt dcspitc thc Ilcpertrrcntrl Cornmittcc o Finricc end Nationrl Phnnhg pronouncing itself thrce times
on thcse mattcrs in support of thc iudustry end its rolct ttcee proposels erc ru-hrte&d h the Flnrncc Bill 2025. Thc industry nccds certrinty
on policy end thc currcnt constlat twirt rnd turar h pollcy cnvironmcnt do roe 3ivc confidcncc for long tcrm end capitel-intcnsive
investments requircd for thc scctor to flourish.
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Appendix I
Flgurc I: Pascag'f, S'tatlstla at lhc flvc ttujor Alryons (2010-2023)
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Appendix 2

Table I : List of Approved Treining Organizations

III
Eas Afiican School of
Avitiur
Kenya School of Flying
Stedardr Avidion

FliEhl Training Centrc

il Nincty Nincs Flyi4 Scbmr
Proaclive Air Services

Kcfl yr Acronrutical Collctc
Flying School
Aerosafe Africa Consultants

Nsirobi FliSht Trlinitrt

Westrifi Aviation LTI)

C€rit l Cooncct Avidim
Sqplics
Pegasus t-lyers (EA) LTD
KQ PridG Carbr
Think Aviation Training
FliE la Ac.dcfiy

Mount Kenva Flight School

Globd Qu.lity od Sr&ty
Sohlions LTD

Source: Kenya Civil Aviation Authoriy

Box 3(ht9{01fi1, NAIROBI

Box 74714- 00100. NAIROBI
Box 1255- $200, NAIROBI

Box 4553t40100. NAIROBI

Box 1696t40t00, NAIROBI
Box 913540300. NAIROBI

Box 6372{X)2(X), NAIROBI

Box 24557{0100, NAIROBI
Box 1505(Hx)100, NNROBI

Box 60091 -00200. NAIROBI

FOO, ATC, AMEL

PPL, CPL, ATPL. MIILTI ENCtNE. IR FIR
PPL. CPL, ATPI. FIR

PPL. CPL. ATPL. FIR lif(rLTI-l:NclNE. tR

PPL. C?L, MI,'LTI{IIGINE TR. FI& FOO
PPL. CPL. MI 

'LTI.ENGINE. 
IR

PPL, CPL, ME.TR FOO

FOO

PPt- C"r. ATn- IR
PPL, CPL, ATPL, IR, TVTULTI- ENGINE. FOO
rIR

PPLCPI. FOO,IR

PPL, CPL

F@
FOO

PPLCfl.S.n til,r(x)
PPL. CPL

F()o

Od Airpon Roa( Embakasi

Wilson Airpod. Malindi Airpon: Orlv Airpark
Wikoo Airpon
r*'ilson Airpon: Nyaribo Airstrip: Mombasa
Airpon
Wikot Airpoll
Wilson Airpon

Wikon Ailpon; Malindi Airpon

Wilson Airport
Wil$nAiryon

Wilson Airpon

WihmAirpdr

Wilson Airport
KQ llcdqortas Enbdrri
Wilson Airport
WilroAirport

Nanl'ulii

WikmAiryort

P. O.

P, O,

P. O.

P,O

P. O.

P.O

P. O.

P. O.

P. O.

P, O,

P. O. Bor 4197.{X)l0q TI{IKA

P. O. Box 4081340100, NAIROBI
P. O. Box 19002{10501, NAIROBI
P. O. Box 4E0-00502. NAIROBI
P. O. Bor 15819fl5(D, NAIRGI
P O. BOX 10250440100.
NANYIXI

P. O. Box 76926{106m, NAIROBI

ATO
No.

A-l-() N.rnre I'ostal ,\ddrc'ss Cottrsc's A'I'O Locatiorr
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Ride Hailing Landscape and Overview
o The ride hailing industry in Kenya has experienced significant growth and

transformation over the past few years, driven by factors such as urbanization,

smartphone and network penetration and it offer a convenient solutions.

o The industry is regulated by National Transport Services Authority (NTSA)

including including pricing among others.

o The industry in Kenya includes cars, boda bodas and tuk tuks.

o Over 70% of drivers operating rent their vehicles from 3rd party owners.

o The drivers are mostly in the 18 to 35 demographic age group.

4
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Section 43 of the Finance Bill 2025
Section 23A of the Tax Procedures Act is amended by deleting subsection (4) and

substituting therefore the following new subsection -

(a) The electronic tax invoice referred to in subsection (3) may exclude payments of
emoluments, payments for imports, payments of interest, transactions for accounting
for investment allowances, airline passenger ticketing and payments subject to
withholding tax that is a final tax.

6

a



a

lmpact on the Ride Hailing lndustry
The current wording of the legislation brings to the ambit of ETIMS the invoices issued in
the ride-hailing industry. However, certain complexities in the industry make this a
challenging proposal to implement practically.

Volumes

Ride-hailing platforms process millions of transactions daily. Generating real-time ETIMS
for each ride poses performance issues.

lndustry Complexity

The industry involves multiple parties-passengers, independent drivers and the platform
owners. lmplementing ETIMS in this tripartite arrangement is complicated. We also note,
the Revenue Authority is currently unable to provide a workable solution to capture the
complexity in the industry all this time after ETIMS was implemented.

o

a

o

7



Our Appea!

lnclude the term "Payments made to players in the Ride Hailing and Food
Delivery lndustry". The updated Section should read as follows:
The updated Section 23A of the Tax Procedures Act is amended by deleting
subsection (a) and substituting therefore the following new subsection - (4) The
electronic tax invoice referred to in subsection (3) may exclude payments of
emoluments, payments for imports, payments of interest, transactions for
accounting for investment allowances, airline passenger ticketing and payments
subject to withholding tax that is a final tax and payments made to players in
the Ride Hailing and Food Delivery industry

o

o

I
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Section 36 of the Finance Bill 2025

Section A of Part I of the First Schedule to the Value Added Tax Act is
amended.......(annotated) Section O by inserting the following new paragraph
immediately after paragraph 1 54.....

159. The supply of motorcycles of tariff heading 8711.60.00

160. The supply of electric bicycles

10



lmpact on the Ride Hailing lndustry
The reclassification of the goods from zero-rated to exempt means that local assemblers
and manufacturers will lose the ability to claim input VAT on costs incurred in producing
the goods.

The main expected consequence is that local assemblers will be unable to seek refunds for
input VAT related to such supplies and they will be likely to pass this costs over to the

o

a

a

o

consumers.
Bolt provides significant livelihood opportunities for people who would otherwise not have
significant prospects. Our boda boda category is one of the fastest growing categories due
to the affordability of electric motorcycles in the country.
This proposed change is likely to reverse this as it will increase the barriers to entry. This

change will make electric motorcycles more expensive resulting in barring out a vulnerable
proportion of the population without much economic prospects.

11



Our Appea!

Delete Section 36 of the Finance Bill 2025 Part O, paragraph 159 and 160

159. The supply of motorcycles of tariff heading 8711.60.00

160. The supply of electric bicycles

12
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Section 52 of the Finance Bill 2025
Section 59A of the Tax Procedures Act is amended by deleting subsection (1B).

lmpact on the Ride Hailing lndustry
!o Deletion of the safeguard that protects trade secrets and personal customer data from unnecessary

government access raises serious risks of privacy infringement and corporate espionage. This erosion of
privacy undermines public trust in regulatory bodies, potentially discouraging participation in digital
ecosystems.

o The proposed deletion contradicts key data protection principles such as data minimization and purpose
limitation, as enshrined in global standards like the GDPR. Allowing the Commissioner to demand
unrestricted data access opens the door to over-collection, misuse, or mission creep, increasing the risk
of data breaches, unauthorized profiling, or surveillance.

Our Appeal
a Delete Section 52 of the Finance Bill 2025

14
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Section 12E (3) of the lncome Tax Act
12E. The lncome Tax Act was amended in December 2024 by repealing section 12E and
replaced with the following new section-(1) Notwithstanding any other provision of this Act, a
tax known as significant economic presence tax shall be payable by a non-resident person
whose income from the provision of services is derived from or accrues in Kenya through a
business carried out over a digita! marketplace.

(3) For the purposes of computing the tax under subsection (1), the taxable profit of a person
liable to pay the tax shal! be deemed to be ten per cent of the gross turnover.

16
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lmpact of on Ride Hailing Gompanies
The SEP of 3%o which replaced Digital Services Tax (DST) of 1.5%o, representing a
1OO% increase in the applicable tax rate, is significantly high. This increase has
limited the investment in the industry hence limiting the demand for ride hailing
services. We have seen a significant drop in new customers sign-ups as there has

been erosion in investment which is necessary to stimulate demand.
While the expectation was that the doubling of the rate from 1 .syo to 3%o would
result in double the tax paid, the reality is that the increase in the tax payable was
lower than expected result on a constant growth basis.

Our Proposal
o Section 12 (EX3) For the purposes of computing the tax under subsection (1), the

taxable profit of a person liable to pay the tax sha!! be deemed to be five oer cent of
the gross turnover.

17
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Gl,auso 4
insort (cc) dotsts subsocdon 5A
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Ctauso 8
Dctoto paraSraph (al (vl)

Its not onough to bultd spordng facltides, other
n.od to bo dsfrayed 6g klB, travoL pay,lng couch otc

costs may (z)expenditure incuned in that year of income by a
person sponsoring sports, with the prior approvat
of the cattinet secretary responsibte for sports;

Clause 8
Detete paragraph (bXii)

Loss carried forward CGT, removat not good, tor the beto\ /
reasons

(f)the amount of any toss reatized in computing, in
accordance with paragraph 5(2), of the Eighth
Schedute, gains chargeabte to tax under section
3(2Xf); brrt the amount of any such loss incurred in
a year of income shatt be deducted onty tronr gains

under section 3(2)1f) in that year of income and, in
so far as rt has not already been deducted, from
gains in subsequent years of income;

Ctause I
Detete paragraph (c)

Detete paragraph (d)

Loss carried forward restricted to 5 years. This is an indirect
repeat of the 2d schedute, and the capitaI atlowances
provided therein.

This is an indirect introduction of minimum tax, dectared
unconstitutionat for taxing [osses.

And untair, depending on the investment structure of the
company, e.g. leasing tinancingv outright purchase of asset

$use 12

llr bubsqction (4) of the proposed section 12G
6l Adra-o pvrci-q firw.ac,**
&h nwith reasons tliereof' ater the-words "in writing"

To require reasons to be given for dectaring an advance
pricingagreementvoid 1\
hr""A 1" q4,)

tete subsection 5A and reptace with

) An emptolrer aggrieved by the imposition of a penatty

Commissioner or eny otlr. d.cbion trken hy the
under this section may, by notice in writing

Commissioner, obisct to such lmposition or

e17
o

Subsection 5A be amended to direct aI objections be done
per section 51 of the tax procedures act.

(5A) An empto!,er aggrieved by the imposition of a
penatty by the Commissioner or rny cdrcr
decision taken blr the Cornmissloner under this
section may, by notice in writing to the
Commissioner, within thirty days, ouoct to such
imposhlon or declsion.
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declslon ln accordance with the provisions o, socdon
51 of tho tax procoduros act.

lns€rt the words'or any Repatriated income" after the
words 'untaxed gains or profits"

Ctause 19 So that we can capture section 7A and 78

22A(8) For tho purpos€3 of this section, contributions made
to the National Sociat Security Fund shalt be deemed to be
contributions made to a defined contribution registered fund

See proposats to section 8 of the ITA in the bittSection 22A
Detete Secuon 22A(8)

rnsert 
#

(e) By deteting paragraph (b) in subssction (5) and
r€ptacing thereof with

(5) The Commissioner shatt credit any smount paid under
this section in favour of the person to whom the payment is
made and atso issue to the person a certificate stating the
amount ot the payment.

Ctause 16 | Wthhotding tax certificates are no tonger issued by the
withhotd€r, these are automaticatty generated by iTax

(5) Where a person deducts tax under this section
he shatl, within five $rorking days after the
deduction was madF
(a)remit the amount so deducted to the
Commissioner together with a r€tum in writing of
the amount of the psyment the amount of tax
deducted, and such other information as the
Commissioner may specify; and
(b)furnish the person to whom the payment is
made with a certificate stating the amount of the
payment and the amount of the tax deducted.

Ctsuse 24
lnsert (aa) By deteting paragraph (a) in subsection (1)

Withhotding tax certificates are no tonger issued by the
withhotd€r, these are automaticatty g6n6rated by iTax

(1)Any person shatt be guitty of an offence if he,

without reasonabte excuse-
(a)taXstolulnrsh a relurn orltye a aejtlricateas
required by section 35 (5) of this Act; or

Ctause 26
ln paragraph (cXi)

After the words 'payfnent of gratuiqf'upon attainment of
the retirement age determined in accordance with the
rutes of the Nationat Sociat Security Fund or in the case
payment prior to attaining such retirement age due to itt
heatth; or payment after the tvventy years of service"

Ddd" "^A &oa s*[^Iyj. v,-brA f J-I,i b,+
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Oetete paragraph (cxii) " (aa) oths auowances paid under
a pubtic pension scheme"

Onty pension benefits shoutd be exempt
4^( r

Clause 27
By deteting ctause 27 and replacing it as fottows:
By deteting subparagraph 1B and reptacing it as fol.tows
(18) Paragraph (1A) shatt
(a) appty to items listed under paragraphs 1(1XaXi) and (ii),

and (1Xb)(i).

(b) continue to be in force until 31st December, 2030

This proposat is in effect repeating Kenya's tax poticy that
provides tax incentives shoutd be rep€ated with a 5 )€ar
notice.

We cannot have an environment where tax incentives are
eriterminated / extinguished at a heartbeat.

MakinE investment and financing arrangements are tong and
[aborious and invotves comptex agreements, then the
process of design / engineering, procurement and
devetopment and imptementation take a tongtime.

When making considerations including the tax structure,
such incentives are buitt into the project cashflo\,\6, unit
economics of the products to produce such as overheads
and setling prices.

This proposatwitl unravet arry project proposat in the pipetine

or any poects currentty ongoing that were envisioned or
imptemented on the basis of the current tax structure.

(1A)Notwithstandingparagrsph 1, the investment
deduction shatt be one hundred per cent where-
(a)the cumutative investment vatue in the
preceding three years outside Nairobi City County
and Mombasa County is at teast one bil.tion

shittings: Iax Ldvvs (Amendmcnt) 2024
Pro\rided that wherc the cumulative value of
investment for the preceding three years of income
was trro one bittion shitl,in8s on or before the 25th
Aprit, 2020, and the appticabte rate of investment
deduction was one hundred and fifty per cent, that
rate shalt continue to appty for the investment
made on or before the 25th ApriL 2020 or the
investment deduction shau be one hundred 8nd
fifty per cent where the cumulative investment
vatue for the preceding four years from the date
that this prc^/ision comes into force or the
cumulative investment for the succeeding three
years outside Nairobi city county or Mombasa
County is at teast trro one bittion shittings;
(b)the investment vatue outside Nairobi City
County and Mombasa County in that yesr of
income is at teast two hundred and fifty mittion
shitlings; or
(c)the person has incurred investment in a speciat
economic zone

Clhuse 2s(b)

fltete ctause za(bxii) and reptace as fottows

A proper sunset date shou[d be put in place, we cannot have
abrupt stoppage of incentives.

(i)in the case of a company that constructed at
teast Jrundred residentiat units annuatty, fifteen
per cent for that year of incomg subiect to
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(ii) by deteting paragtraph (i) and reptacing therefor with
(i)in the case of a company that constructed residentiat
units and has sotd at teastlhundred in a year of
incomg fifteen per cent for that y€ar of ancom6, subject to
approvat by the Cabinet S€cretary responsible for housing,
Prorided that
(i) where a company is engaged in muttipte activities which
inctude the ones specified in subparagraph (i), the late of
fifteen per cent shatt be apptied proportionately to the
eritent of the tumov€r arising from the housing activity
(ii) subparagraph (i), shatt continue to be in force untit 31st
December, 2030

Atso the tsrEuaSe used to phrase this paragraph (i) be rwised
to reftect business processes.

approvat by the Cabinet Secretary responsibte for
housing,

Detete Ctause 28(b)(iii) and replace as fottows

(iii) by det€ting paragraph (i) and reptacing therefor with
U)in the case of company wtlose business is tocat
assembting of motor vehictes, fifteen p6r cent for the finit
Frve years from the year of commencement of its
operations:
Provided that -
(i) the rate o, fifteen per cent shatt be extended for a further
p€ilod of fi've years if the company achieves a tocal content
equivatent to fifty per cent of the ex-factoryvstue of the
motor \€hicles.
(ii) in this paragraph, "locat contenf m€ans parts designed
and manufactured in Kenya by an originat equipment
manufacturer operating in Kerrya and
(iii) subpsragraph (i), shatt continue to be in force untit 31st
December, 2030

Ctause 28(b) We are removing incentives from productive sectors, that
emptoy skitted and semi-skitted workers are putting
incentives to companies ticenced by the Nairobi
lntemationat Financiat Centre Authority. Quatifi €d actMties
under NIFCA are Financiat Service Activiti€s and ancittary
activities.

(j)in the case of company whose business is local
ass€mbting of motor vehictes, fifteen p€r cent for
the first fi!€ years from the year of commencement
of its operations:
ftovided that{i) th€ rate of fifteen per cent shatt be
extended for a further period of five years if the
company achieves a locaI content equivslent to
fifty p€r cent of the ox-factory value of the motor
vehictes; and(ii) in this paragraph,

'tocal content' means parts designed and
manufactured in Kenya by an originat equipment
manufacturer operating in Kerrya.

lnsert (c) paragraph 13 is amended by inserting the
fottowing n6w paEgraph immedistety after parsgraph (d)-

Ctause 29 To harmonise the 8th schedute with the new proposed
section 1 17(1Xr) of the stamp drlty act- se€ ctause 60 of the
finance bitt 2025
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(€) th€ transf€r of property by a company to its
sharehotders as part of an intemat reorganisation:
Provided that-
(i) the prop€rty is transferred to the shareholders in
proportion to their sharehotding in the company
immediatety before the transfer; and
(ii) where the property consists of shares. such shares
shoutd be in a subsidiary of the company undertaking the
transfer.

Amend the proviso to section 34(1) after the words
'Provided that a" to insert "non-resident"
Add another prcviso "further provided a non-resident
peBon is a person outside Kenya"

lnsert ctause 33A This atigns with the provision under ctause 39 that amends
the excise duty act.

This witt atso atign to the proposats section 42 on agency
notices in the TPA.

34. AppUcatlon lor rogistrstion
(1)A person who in the course of a business-
(a)has made taxabte suppties or expects to make
taxabte suppties, the vatue of which is five mittion
shitlings or more in any period of twetve months; or
(b)is about to commence making taxable suppties
the vatue of which is reasonably expected to
exceed fwe mittion shittings in any period of twetve
months,shatt b€ tiabte for registration under this
Act and shatl, within thirty days of becoming so
tiabte, appty to the Commissioner for registration in
the prescribed form:
Provided that a person supptyinS imported digital
services over the internet, an etectronic network
or throu8h a digitat marketptace sha[[ register
whether or not the taxabte suppties meet the
turnover threshotd of live mitlion shittings.

etete paragraph (d) and retease is as fottows

) insert proviso to paragraph 62
'o/ided paragraph 62 shau continue to be in force until
lst December, 2030
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Isuse 36 To stop the abrupt end of this investment incenti\e. 62.Taxabte goods for direct and exctusive use for
the construction of tourism facitities, recreational
parks of fifty acres or more, convention and
conference facilities upon recommendation by the
Cabinet Secretary responsibte for matteB relating
to recreational parks. For the purposes of this
paragraph, "recreationaI parks" means an area or 8
buitding where I person can voluntarity participate
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in a ptrysicat or mentat activity for enjoyment,
improvement of 8en€ral heatth, wett-b€ing and the
devetopment of skitls.I

Detete paragraph (e) and retease is as fo[or\rs
(e) ins€rt proviso to paragraph 62
Provided paragrsph 63 shatt continue to be in forc€ until
31st December, 2030

Ctause 36 To stop the abrupt end of this investment incentive 63Jaxabte goods for the direct and exclusive use in
the construction and equipping of speciatized
hospitats with a minimum bed capacity of fifty,
appro/ed by the Cabinet Secretary upon
recommendation by the Cabinet Secretsry
responsibte for heatth who may issue guid€tin€s for
determining etigibitity tor the exemption63.Taxabte

Soods for the di.ect and exctusive use in the
construction and equipping of speciatized
hospitats with a minimum bed capacity of fifty,
approved by the Cabinet Secretary upon
recommendation by the Cabinet Secretary
responsibte tor heatth who may issue Suide[ines for
determining etigibitity for the exemption

Detete paragraph (g) and retease is as foltows
(g) insert proviso to parsgraph 91

ftovided paragraph 91 shatt continue to be in force untit
31st December, 2030

Ctause 36 48.lnputs or raw materiats supptied to sotar €quipment
manufacturers for manutacture of solar equipment or deep
cycte-ssated batteries which exctusivoly us€ or store sotar
porwr as approwd from time to time by the Csbinet
S€cretary for the Nationat Treasury upon recommendation
by the Cabin€t Secretary responsible tor eneEy and
potroteum.

56.lnputs or raw materials locatly purchased or imported by
manufacturors of agricuttural machinery and implements
upon approi/at by the Cabinet Secretary responsib[e for
industriatizstion
66.lnputs or raw material.s tocatty purchased or imported by
manufacturers of clean cook stoves approved by the Cabinet
Secretary upon recommendation by the Cabinet Secretary
for the time being responsibte for en€By.
69.Goods of tariff number 4703.21.00 for use in the
manufacture of baby diapers, adutt diapsrs, sanitary to,vets
(pads) and tampons

9l.Speciatly designed tocatty assembled motor
vehictes for transportation of tourists, purchased

before clearance through Customs by tour
operstors upon recommsndation by the competent
authority responsibte tor tourism promotion,
provided the vehictes meet the fottorving
conditions-{i)the vehictes shatl at att times be
registered and operated by a company that is
tic€nced under the Tourism Vehicte Regime;(ii)th€
vehictes shatt be used exctusively for the
transportation of tourists;(iii)the vehictes shatt have
prorisions for camping, rescue and first aid
equipment, tuggage compartments and
communication fittings; and(iv)any other condition
the Commissioner may impose:Prwided that tax
shalt become payabte upon change of use or
disposat of the vehicte for other use
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90.lnputs for the manufacture of pesticides upon
recommendation ry the Cabinet Secretary for the time beinE
responsible for matters retating to agricutture
1 05.Locatty manufactured motherboards
106.lnputs for the manufacture of motherboards approved
by the Cabinet Secretary responsibte for information
communication technotogy
107.Rant, machinery and equipment used in the
construction of a ptastics recycl.ing ptant.

VAT Act, First Schedute Part I is amended in paragraph 95
as follows:

After the words 'any potiticat sub-dMsion thereof or'a
water company owned by Nationst Go\€mment, County
Government, any potiticat sub-division thereof "

Ctause 36

lnsert new paraEaph

To inctude water companies in the exemptions, since
counties suppty water through water companies

95.The suppty of naturaI water, exctuding bottted
water, by a National Government, County
Government, any poLiticat sub-division thereof or a
person approved by the Cabinet Secretary for the
time being responsible for water devetopment, for
domestic or for industrisl use

Detete paragraph (h) snd retease is as follows
(h) insert proviso to paragraph 109
Provided paragraph'|og shatt continue to be in force untit

Ctause 36

December, 2030

1 og.Goods imported or purchased tocatty for the
direct and exctusi\e use in the construction of
houses under an affordabte housing scheme
approved by the Cabinet Secretary on the
recommendation of the Cabinet Secretary
responsibte for matters retating to housing

ruse 36

tete paragraph (i) and retease is as tolto\ 6

Mded paragraph 1 l2shatt continue to be in torce untit
st December, 2030
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l12.Taxabte goods, exctuding motor vehicles,
imported or purchssed for direct and exctusive use
in geothermat, oit or mining prospecting or
exptoration by a comparry grsnted a prospecting or
exploration ticense in accordance with the Energy
Act (Cap. 314), production sharing contracts in
accordance with the Petroleum Act (Ca& 308) or I
mining ticense in accordance with the Mining Act
(Cap.306) upon recommendation bythe Cabinet
Secretary responsibte for matters retatingto
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ener$/, the Cabinet Secretary responsibte for
matters rctsting to petroteum, or the cabinet
Secretary responsibte for matters retating to
mininS. as the case may be

Detete paraSraph (i) and retease is as fotlows
(,) insert proviso to paragraph 1 13
Prwided paragraph 1 13 shall continue to be in force untit
3'l st DecembeG 2030

Ctause 36 1 l3.Speciatized equipment for the development
and Seneration of solar and wind eneEy, inctuding
photovottaic modutes, direct cunent charge
controuers, direct cunent inverters and deep cycte
batteries that use or store solar po,ver, upon
recommendation to the Commissioner by the
Cabinet S€cretary responsibte for matters retating
to

Detete paragraph (t) and retease is as follows
(t) insert pro\riso to paragraph 129
Provided paragraphl29 shatt continue to be in force untit
31st December, 2030

Ctause 36 12g.Weighing machinery (exctuding batances ot a
sensitivity of 5 cg or better), of tariff number
8423.10.00 purchased or imported by registered
hospitats upon approvat by the Cabinet S€cretary
responsible for matters retating to heatth

Detete paragraph (m) and retease is as foltov\rs
(m) insert prwiso to paragraph 14{}
Provided paragaph 14il shatl continue to be in force untit
31st December, 2030

Ctause 36 Theso provisions were put in the law books in 2022, its not
even 5 years since they were enacted

14:l.lnpuB and raw materiats used in the
manufacture of passenger rnotor vehictes.[Act No
22 ot 2022, s. 30lal (V l.)

Detete paragraph (n) and retease is 8s foltovvs
(n) insert proviso to paragraph 144
ftovided paragaphl44 shatt continue to be in force untit
31st December, 2030

Ctause 36 These prorisions w€re put in the taw books in 2022, its not
even 5 years since they were enacted

1 44.Locatty Manufactured passenger motor
vehictes:Provided that in this paragraph-'tocatty
manufactured passengsr motorvehicte" means a
motor vehicle fff the transportation of passengers
which is manufactured in Kenya and whose ex-
factory vatue comprises at teast thirty percent of
local content; 8nd'tocat contenf means parts
designed and manufactured in K€nya by an orignat
equipment manufactureroperating in Kenya.[Act
No. 22 ot 2022, s. 30(aXV)
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Ctause 38(a) detete this and reptace it

igital tender

O(,i..
ht\^r* A +4a'

?
^Atl Jr*

By deteting the definition o

Per the Business Laws (Amendmen0 2024, Centrat Bank of
Kenya has por rer for Regutation of non-deposit taking credit
providers. Under section 33R of the CBK Act

Under the CBK the definition of "digitat credit provider"; was
deteted.

Nowthat att on-deposit taking credit providers are CBK
ticenssbte

Now paragraph 4 Part ll - EXCISABLE SERVICES, of 1'r
schedute is sutticient to cover atl [enders, thus we can now
detete the proposed definition of'digitat credit tenders" and
paragraph 6 of Part ll of the 1't schedule

4.Excise duty on other fees charged byflnanclat lnstttudons
shatt be twenty percent of their exiisabte vatue

6.Excise duty on fees charged by digitat tenders at a rate of
twenty percent

'non-deposit taking credit business" means- (a)

granting of toans or credit tacitities, whether or not
digitatty, to members of the public or a section of it,
with or without interest, and
either secured or unsecured on the goods or assets
purchased; (b) asset financing whether directty or
through a third-party financier; (c) buy now pay
later anangements as determined by the Bank but
does not inctude hire purchase agreements
governed by the Hire-Rlrchase Act; (d) credh
guarantees; (e) pay as you go arrangements as
maybe determined by the Bank; (f) peer to peer
tending under cottective investment schemes
regutated under Ule capitat Markets Act; and (g)

any other activity as the Bsnk may determine to be
a non-deposit taking credit business for purposes
of this Act; Provided that this do€s not inctude any
credit arrangements involving the provision of
credit by a p€rson that is merety incidentat to the
sate of Soods and provision ot seMces by the
person.

'non-deposit-taking credit provider" means a
person licensed by the Bank to carry on nondeposit
taking credit business using own funds and assets
but does not include the
33R. (1) Wthout preiudice to the generatity of
section 4A(1 )(da), the Bank shatt ha\re power to-

lend ctause 41 to renumber the current proposat to (a)

d insert a new paragraph (b)

by inserting a proviso to subsection 1
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ruse 41 Similar to section 51(4) ol the tax procedures act
(4)Where the Commissioner has determined that I
notice of obiection todged by a taxpayer has not
been vatidty todged, the Commissioner shatt within
a period of fourteen clays notify the taxpayer in
writing that the objection has not been vatidty
todged and request the taxpayer to submit the
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Provided the Commissioner shall within a period of
fourteen da!.s notify the appticant in writing if th€
apptication does not have all the required documents and
request the appticant to submit the information specified
in the notice within seven days after the date of tho notice.

information specified in the notice within seven
days after the date of the notice.

lnsert new ctause 43A
S€ction 29 of the Tax Procedures Act is amended by
inserting the fottowing new subsection immediatety after
subsection (2-

(2A) Where the Commissioner has made a detautt
assessm€nt, the Commissioner shatt inctude in the
notification under subs€ction (2) the reasons for the
defautt assessment and provide any workings or
computStion used to anive at the assessment.
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Simitar to the proposat in
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clause 44. r

)r'*:
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g

Section 31 of the Tax Procedures Act is amended
by inserting the foltowing new subsection
immediatety after subsection (8)-

(8A) Where the Commissioner has made an
amended assessment, the Commissioner shatl
include in the notification under subsection (8) the

ssessd +t.eel + "la,
reasons for the amended a ment

qvYtvo
Ctause 44 at the end of the proposat insert'and provide
any workings or computations used to arrive at the
assessment." ^^ff "tklfrhIl .^44

4A o+$

(i) lnsert (fa) in subsection (7Xb) insert the word 'setting
out the reasons for the re,ection" after the words'the
notification"

Clause 47

(ii) Detete (mXv)

The taxpa)r€r shoutd be attdwed to appeat for any' s
assessment, and during the appeal, ADR shoutd be attowed
to resotve any issues

1tA('o^( 7*]U

3i*G-*,-rr.o "- u
aYPry'fl
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no[

(7)When the Commissioner is notified by an agent
under subsection (6) that an agent is unable to pay
the amount due, the Commissioner shatl within a
period of thirty days, in writing to the agent-
(a)accept the notification and cancet or amend th€
notice issued under subsection (2); or
(b)reiect the notif ication.

(14) (e)the taxpayer has not appeated against
an a$sessm€nt specified in a decision of
the TribunaI or court

Ctause 50
lnsert new subsections
(ba) in subsection (30, by deteting the words 'nin6ty
deyi" and substituting thereof ths words 'one hundred
and twenty days"

To match th€ amendments in subsection

Where the decision to subject an application to an audit, the
commissioner shoutd inform the taxpayer

*t
(3) to subsection

(2t
(2)The Commissioner shat[ ascertain and
determine an apptication under
subsecfon ll-l within ninety days and where
the Commissioner ascertains that there was an
overpayment of tax-

D ar^A ?? (,-,[<t ( t^ l@ ,no ,,-V^c-
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(bb) renumber the current subsection (4A) t0 (4B) and

insert a new subsection (4A)

(44) Where the Commissioner has decided to sublect the
appllcaton under subsection {jJ, to an eudltr undel
subsecdon 4. the Commissioner shatt within a period of
fourteen days notify the taxpayer in writing of the decision
to 3ubrect t re eppllcaton to an audlt

Amend paragraph (c) by deteting '(4,A" and reptacing it
thereof with '48"

ovt Ar,\
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(3)Where the Commissioner fails to ascertain and
determine an apptication under

tsubsection IlJ withln ninev dalrs, the same shatt
be deemed ascertained and approved.
(4)The Commissioner may, for purposes of
ascertaining the vatidity of an apptication under
subsection (1). subrect t,l6 appllcrdon to en

flIfi.
(4A)Where an apptication under subsection I1l has
been subjected to an audit under subsection (4).

the Commissioner shau ascertain and determine
the apptication within one hundred- and twenty-
days faiture to which, the apptication shatt be
deemed to have been ascertained and approved.

Ctause 51, detete the proposed subsectlon and reptace it

(78) Where the Commissioner has atlowed the apptication
for tate obiection under subsection (7) and the obiection
has been vatidty todged, the period within which the
Commassioner may make an oblection decision, under
subsection (1 1) shatt be computed from the day the
objection is todged. )

Re^,rcJi^q $"u &\('

Ctause 54

tete this clause w
.$J*x,

This is a new ctause, been in the books since 27th December
2024.

We live in a country where pubtic hotidays are dectared
abruptly, to ptant trees, a second lstam hotiday, or any other
reason the govemment desires to give, for a hotiday.

This is a very fonvard thinking provision and dovetai[s wetl
with good practice.

(2)ln computing the period for the todgement of an
objection to the Commissioner under section 51 ,

an appeat to Tax Appeats Tribunat under
section 52, an appeat to the High Court under
section 53 or an appeat to the Court of Appeat
under section 54, the computation shatl not
inctude Saturdays, Sundays or pubtic hotidays.

trFert new paragraph by amending subsection 2 by
d*teting the words "shell detamlne

ln tine with 50(2Xp) to the benefit of the teast severe of the
prescribed punishments for an offence, if the prescribed
punishment tor the offence has been changed between the
time thst the offence was committed and the

(2)lf the same act or omission imposes more than
one penatty under a tax law on a taxpayer,
the Commissioner shat[ determine
which penatty appties.
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MAERSK

25May2025

The Cterk of the National Assembly

Main Partiament Buitdings, First Floor

Partiament Road

P.0. Box 41842 - 00'100

Nairobi

By emait: cna@partiament.go.ke

Dear Sir,

Memorandum: Legistative proposals for consideration by the Nationat Assembty in the Fi-

nance Bi[[, 2025 (Nationat Assembty Bitt No. 19 of 2025)

We, Maersk Kenya Limited, (cottectivety "Maersk Kenya" or "the Company"), refer to the

above subject matter where you invited interested members of the pubtic and organizations

to submit any representations that they may have on the Finance Bitt, 2025 ("the Bitt'). These

representations have been made pursuant to Article 118 (1) (b) of the Constitution and the

NationaI Assembly Standing Order 127 (3).

1. Company Background

Maersk Kenya is a company incorporated in Kenya under the Companies Act, Chapter 486 of
the Laws of Kenya. The Company acts as a shipping agent for Maersk Shipping Line within

the A.P. Motter-Maersk group of companies. Maersk Kenya is a key player in Kenya's logistics

and shipping sector, offering a range of services including container shipping, freight for-
warding, and suppty chain sotutions. Since 1987, the Company has been active in the Kenyan

market with offices in both Nairobi and Mombasa.

The Company has remained a tax compliant taxpayer since it its inception and is atso respon-

sible for the appticab[e tax obtigations of its Principat, mainty consisting of freight tax under

Section 9(1) of the lncome Tax Act ("lTA").

ln respect of freight tax, the Company has noted key changes proposed through the Finance

Bilt, 2025 that seek to rep[ace the current tax comptiance framework, where Maersk Kenya

accounts for freight tax on behatf of its Principat, with a withhotding tax regime.

ilrcrsk XGny! Llmltcd
DTB Centre, Block C, 1st Floor, Mombasa Road P.O. gox 43986-00100

Nairobi Tel: +254 709 928 000
Sharaf House, Archbishop Makarios Close off Moi Avenue P.O. 8ox 89911 Mombasa Teli +254 41 215 0006

w\d!ry.maersk.com
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The Company understands that the proposed change witl vest the responsibitity to deduct

and account for freight tax, under a withhotding tax regime, with the various customers of
its Principat. We understand that this may have been inftuenced by, arguabl.y, the ambiguity

within the provisions of the ITA concerning the party responsibte for accounting for freight

tax and the absence of a clearly defined due date under the [aw.

The Company therefore submits this memorandum to further make proposats for consider-

ation by the Nationat Assembty and for inctusion in the Bitt prior to assent.

2. Our tax proposals for consideration

2.I Proposats inctuded in the Finance Batt, 2025

Ctause 16 of the Bitt seek to amend Section 35 of the ITA by inserting a new Paragraph im-

mediately after Paragraph (t). The proposed amendment reads as betow:

76. Section 35 of the lncome Tax Act is amended -
(a) in subsection (l) by inserting the following new paragraph immediately after paragraph

(t) -
(u) gains or profits which are chargeable to tax under section 9(l) derived from business

of a ship owner or charterer,'

Section 9(1) of the ITA provides as betow

9. (7). Where a non-resident person carries on the business of ship owner, charterer or air

transport operator and a ship or aircraft owned or chartered by him calls at any port or air-
port in Kenya, the gains or profits from that business from the carriage of passengers who

embark, or cargo or mail which is embarked, in Kenya shall be the gross amount received on

account of the carriage; and those gains or profits shall be deemed to be income derived

from Kenya; but this subsection shall not apply to gains or profits from the carriage of pas-

sengers who embark, or cargo or mail which is embarked, in Kenya solely as a result of trans-

shipment.

Provided that all income of a non-resident shipping line including income from delay in tak-

ing delivery of goods or returning any of the equipment used for transportation of goods

shall be deemed to be income derived from Kenya.

l.lrCrrk Xonya Limited
DTB Centre, Block C, 1st Floor, Mombasa Road P.O. Box 43985-00100

Nairobi Tel: +254 709 928 000
Sharaf House, Archbishop Makarios Close off Moi Avenue P.O. Box 89911 Mombasa Tel: +254 41 215 0005
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Section 47(2) of the ITA further provides as below:

"The master of a shlp, or the captain of an alrcraft, owned or chartered by a non-resident

person who is chargeable to tax under section 9 shall (though not to the exclusion of any

other agent) be deemed the agent of that non- resident person for the purposes of this sec-

tion."

The import of Section 9(1) as read together with 47(2) of the lncome Tax Act is that Section

47(2) bestows a responsibitity upon the master of a ship, or the captain of an aircraft inctud-

ing any other agent to account for tax charged under Section 9(1).

The proposal to amend Section 55 of the ITA as above seeks to remove the tax imposed

under Section 9(1) from a self-dec[a ration regime to a withhotding tax one. Effectivety,

should this proposal be passed as currentty drafted under the Bitt, the obtigation to account

for freight tax wit[ be transferred from Maersk Kenya, who cotlates data and declares freight

tax under self-assessment regime, to the customers of Maersk Shipping Line.

Through this memorandum, Maersk Kenya, on behatf of its Principal MLAS, proposes as be-

low in respect of the change.

2.2 Our Proposats for consideration by the NationaI Assembty on The Finance Bitt (Nationat

Assembty Bitt No. 19 of 2025)

2.2.1 Retention of the current setf-dectaration tax regime

Section 9(1) of the ITA is currentty administered through a self-dectaration regime where

ship owners setf-charge and account for tax on quatifying income mainty through their mar-

itime agents. ln the case of Maersk Shipping Line, Maersk Kenya, being the appointed mari-

time agent accounts for tax imposed under Section 9(1) of the ITA as betow:

Maersk Kenya receives data from MLAS retating to att quatifying income mainty consist-

ing of gross income received on account of the carriage of cargo that is embarked onto

MLAS vessets at Kenya's ports;

ra

a Maersk Kenya then computes the tax appticabte under Section 9(1) and prepares a pay-

ment return on the iTax Portal; and

Maersk Kenya, on behatf of MLAS, then setttes the tax tiabitity to the Kenya Revenue

Authority ("KRA") by the 20th day of the fotlowing month.

la.rr'k Xanyr Umitcd
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This tax compliance process currentty works seamtessty and altows the KRA to monitor com-

ptiance by reaching out to agents of shipping companies where compliance gaps are ob-

served. According[y, Maersk Kenya, on behaLf of MLAS, wishes to propose the retention of
the current setf-dec[aration regime. This is for the foltowing reasons:

Rationate for retention of the self-dectaration regime

The number of entities through which the KRA collects freight tax on quatifying income

is currentty limited to appointed maritime agents who cottect and remit the tax. ln prac-

tice, though not provided for in the lTA, the tax is remitted every 20th day of the fottowing

month. According to the Kenya Ships Agents Association ("KSAA") website, there are

about forty-five registered shipping agents. These agents represent majority of the ship-

ping lines that dock at Kenyan Ports. Accordingty, they form a significant number of the

agents that cottect and account for freight tax under Section 9(1) of the lncome Tax Act.

The proposed move to change the coltection of freight tax from a self-dectaration regime

to a withholding tax regime means a move from these timited number of shipping agents

to thousands of exporters who pay shipping tines for cargo embarked onto vessels

mainty for export. ln the case of Maersk, for instance, the Shipping Line operates hun-

dreds of vessets that catl at Kenyan Ports in a month which transtates to thousands of
customers. Maersk Kenya records an average of fifteen thousand transactions retating

to cargo embarked onto vessets monthty.

The proposed change woutd require a shift from a centratised coltection and accounting

for freight tax by Maersk Kenya to a regime requiring thousands of shippers to account

for withhotding tax upon payment to Maersk. Extrapolation of this scenario to att ship-

ping lines docking at Kenya's ports would comptetety decentralize comptiance. Such de-

centratization of tax comptiance witl not on[y tead to tax administration chaltenges but

also heavy leakage in revenue and high cost of enforcement/administration. This comes

at a time when the Country is making every effort to mobilize tax revenue in view of the

limited options in financing the Budget.

Secondty, MLAS is apprehensive that decentratization of comptiance through the adop-

tion of a withhotding tax regime creates potentiaI internat administrative chaltenges and

costs on its part. For instance, not a[[ persons shipping cargo out of Kenya wou[d neces-

sarity understand the administration of withhol.ding tax upon payment. Potentiatty

therefore, the Company may face cases of over-deduction or u nder-ded uction, an issue

that woutd not only necessitate regutar reconcitiations on the part of the Company but

coutd also impact the Company's cashftows. This is considering the fact that the tax rate

ra
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is also subject to change based on the Double Tax Agreements signed with other Coun-

tries across the gtobe.

Further, the proviso to Section 10('l) of the ITA provides that Withhotding Tax shatl not

appty untess a payment is incurred in the production of income accrued in or derived

from Kenya or in connection with a business carried on or to be carried on, in whote or

part, in Kenya. Accordingly, in Kenya, Business to Consumer ("82C") transactions do not

attract withhotding tax. As a resutt, there is a high Liketihood that the Government wit[

lose revenue where freight income is earned on BZC transactions.

Further, the proposed move to a withhotding tax regime would require a[[ customers who

make quatifying payments to MLAS to commence comptying with the current five-day

working deadline within which to make withhotding tax payments. Section 35(5) of the

ITA requires a person who deducts withhotding tax to remit tax so deducted to the Com-

missioner within five working days after the deduction was made. An enactment of the

change to a withhotding tax regime woutd require traders to start remitting freight tax

every five working days, an adventure that the Company considers not onty cumbersome

but one that wi[[ increase comptiance, enforcement, and administrative costs to both the

KRA and taxpayers.

Ultimatety, this proposed change woutd resu[t in rising non-comptiance, enforcement cha[-

lenges on the part of KRA, heavy revenue [eakage, and loss to the NationalTreasury. 0n the

taxpayers'side, it creates further an administrative and comptiance burden, potentiaI cash-

ftow chatlenges and additional operating costs. lt's demerits heavily outweigh the ad-

vantages it poses. The Company submits that the same shoutd not be considered for enact-

ment into [aw.

2.2.2. Atternative proposed changes to the law

Further, as noted above, the Company appreciates that the ITA may have [egistative gaps

when it comes to the procedural framework for the administration of freight tax. For in-

stance, the lncome Tax Act does not prescribe the timetines within which freight tax ought

to be paid. White the KRA has modified the iTax Portal to atlow for fiting and setttement of

freight tax by the 20th day of the next month, the law does not prescribe this timetine.

Accordingly, the introduction of a timetine witl enhance clarity, transparency and efficiency

in tax administration which witt reduce ambiguity and disputes. Additionatty, this introduc-

tion shoutd atign with the current practice where iTax is configured to recognize the twenti-

eth day of the foltowing month as the due date. Such alignment witl ensure that the KRA
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does not incur further costs to modify the iTax system to support a different deadtine for
remittance of freight tax.

Further, Section 47(2) of the lncome Tax Act deems the master of any ship as the agent of a

non-resident ship owner for purposes of collection of cottection of freight tax under Section

9(1) of the Act. The Section does not expressly inctude shipping agents as an agent for pur-

poses of coltection of tax yet shipping agents remain, in practice, the primary agents that
administer the cot[ection and remittance of freight tax. To avert any ambiguity in the law as

to whether shipping agents woutd be tiabte for freight tax on quatifying income earned by

their principats, an amendment of Section 47(2) is necessary.

ln tight of the foregoing, the Company proposes the fottowing changes to the ITA to address

the current ambiguity:

a) Deadtine - amendment to Section 9 of the ITA

An amendment to Section 9(1) of the lncome Tax Act to prescribe the timetines for the
payment of freight tax as betow:

Section 9 of the lncome Tax Act is amended by inserting the following new subsection

immediately after subsection (l);

(lA): Tax chargeable under subsection (l) shall be payable monthly at a date not later
than the twentieth day of the month succeeding that in which the income is earned.

b) Responsibte party to compute and remit freight tax - amendment to Section 47 of the
lncome Tax Act

An amendment to Section a7(2) of the lncome Tax Act to expressty recognize shipping

agents as atternative agents to ship masters:

Section 47 of the lncome Tax Act is amended by inserting a proviso immediately after
subsection (2):

Provided that the owner of any ship may etect to use his shipping agent as an agent for
purposes of collection and remittance of tax under Section 9(7) in place of the master of
the ship. The owner of the ship shall notify the Commissioner, not later than thirty days

after the appointment of his shipping agent as agent for purposes of collection and re-

mittance of tax under Section 9(1). The notification referred to shall be made to the Com-

missioner in such form as the Commissioner may specify.
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2.3 Our request

ln conclusion, we request your favourable consideration and support of our submissions to

amend the retevant tax laws to retain the current freight tax regime and to introduce rete-

vant provisions that tay a ctear legat framework for the administration of freight tax as set

out above.

Ptease feel free to reach out to the undersigned or our tax agents, Detoitte & Touche LLP

vide emaiI cmusyoka@detoitte.co.ke shoutd you require additionaI information or ctarifica-

tion regarding our submissions.

Y rs faithfutt

0liver Bunting

Chief Finance Officer
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The Chairman
Departmental Commiftee on Finance and National Planning
Main Parliament Buildings - lsrFloor.
Parliament Road
P.O. Box 41842-00100
Nairobi, Kenya

Attention: The Clerk of the National Assembly

23 May 2025

Sent via email to: cna@parliament.qo. ke and financecommitteena@parliament.qo. ke

Dear Sir,

Subject: ln the matter under consideration by the National Assembly of the Finance Bill
(National Assembly Bills No. '19 ot 20251 - Submission of legislative proposals

The Clerk of the National Assembly, through a public notice dated '13 May 2025, called for submission
of memoranda on the Finance Bil,2025 (National Assembly Bills No. 19 of 2025) ("the Finance Bill") as
provided for by Article 1 1 8 (1 ) (b) of the Constitution of Kenya, 2010. The Finance Bill was published on
6 May 2025 and submitted to the Departmental Committee on Finance and National Planning ("the
Com mittee") for consideration.

Pursuant to the said notice, East Africa Devices Assembly Kenya Limited ('EADAK", "the company")
hereby submits a tax proposal for inclusion in the Finance Acl,2025.

We have provided a brief background of the company and the industry, a detailed analysis of the issue,
its impact, and our remmmendations with justifications. We would be grateful to appear before the
Committee to further deliberate with your members on the same. We are happy to provide any additional
information on the above should you require it through ioh nstone. kam u nde@eadak. co. ke ot +254 722
616 666.

Yours faithfully
For: East Africa Devices Assembly Kenya Limited

Johnstone Kamunde
Chief Finance Officer

Cc. Maurice Mwaniki
Associate Director
PricewaterhouseCoopers Limited
P.O. Box 43963-00100
Waiyaki Way/Chiromo Road
Westlands, Nairobi
m ufl mwan iki wc. com
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1. Background

'1.'l . East Africa Devices Assembly Kenya Limited

EADAK is a local company set up by a consortium of partners in the telecommunication sector. The
company was incorporated on 8 August 20231o carry out local assembly of affordable smarl phones at its
assembly plant located in Athi River, Graylands Phase V. EADAK's operations were officially launched on
30 October 2023 by His Excellency Dr. William Samoei Ruto.

EADAK has had significant achievements in its short period of operation. For instance, in the year 2023, it
assembled smartphones supplied to the Ministry of Health ("MoH") for use by thousands of community
health promoters ("CHP") who were deployed to communities across Kenya as part of the Bottom-Up
approach to preventive healthcare. Each CHP would be responsible for a certain number of households
and needed to be kitted with modern communication and medical equipment as they worked among
Kenyan communities.

ln the year 2024, EADAK was recognized by the Kenya Revenue Authority ("KRA") as the highest taxpayer
in the non-fuel importers category for the fiscal year 2024, demonstrating that the partnership between the
Government and private enterprises through targeted incentives brings tangible impact to the economy
and results in mutual success for both.

EADAK has 3 assembly lines and 3 packaging lines, currently operated within an I hour shift but with the
capacity to accommodate up to three 8-hour shifts within a 24-hour day cycle. During its peak production,
EADAK has employed up to 750 employees. The number of active employees at any point is dependent
on demand for the devices.

The company has produced approximately 1.4 million mobile devices as of April 2025. The company is
keen to expand its locally assembled product portfolio to include a broader list of
technology/telecommunication devices i.e., routers, Know Your Client ("KYC") and Point of Sale ("PoS")
devices, Smart and lnternet of Things ("1o1-') devices such as smart meters, smart watches, and smart
CCTV cameras, Customer Premise Equipment ("CPE")devices, Modems, and My Wireless Fidelity ("MiFi"),
and laptops, desktops, and tablets.

'1.2. Unlocking a digitally empowered economy

ln the 21st century, the digital economy has become a cornerstone of global economic development. The
integration of digital technologies into various sectors has revolutionized how businesses operate, how
governments deliver services, and how individuals interact with the world. Digital technologies open up
significant socio-economic opportunities for the benefit of governments, businesses, households and
individuals. This transformation is driven by the increasing penetration of the internet, the proliferation of
mobile devices, and the development of innovative digital solutions.

The global digital economy is expanding at an unprecedenled rate. According to the lnternational
Telecommunication Union ("lTU") and Global System for Mobile Communications ("GSMA") intelligence,
by the start ol 2025, approximately 5.56 billion people, were using the internet, which is a 1.7% increase in
the twelve months prior as shown in Figure 1 belowl.

Figure 1:Global digital growth as of February 2025
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Source: Meltwater, 2025

This rapid increase in internet penetration is largely driven by advancements in technology and the
affordable cost of internet access. Countries around the world are investing heavily in digital infrastructure
to support this growth. For instance, the European Union's Digital Europe Programme, with a budget of
€7.5 billion for 2021-2027, aims to accelerate the digital transformation of Europe2. Similarly, the United
States has launched the American Jobs Plan, which includes a $'100 billion investment to ensure every
American has access to high-speed internet3.

Closer home, we note that Africa is experiencing a digital revolution, albeit at a slower pace compared to
other regions. According to a World Bank report, Sub-Saharan Africa faces critical challenges for digital
development including underdeveloped digital infrastructure, lack of accessible and affordable connectivity,
a digital gender gap, limited skills for digitally enabled industries, and inadequate regulatory and policy
environments. That notwithstanding, the region has made signiflcant strides towards digital transformation
through millions of people being able to access the internet and the use of a wide variety of digital services
such as mobile payments and online learning platformsa.

The forecast for Africa predicts a sustained increase in internet users from 20241o 2029, with a cumulative
addition of 337.3 million users, equating to a growth rate of 51.79 percent. This upward trajectory is
expected to continue, culminating in a user base of 1.1 billion by 2029. This projection follows fifteen
consecutive years of growth, underscoring the region's expanding digital landscape. The anticipated surge
in internet users is likely to have significant implications for various sectors, including commerce, education,
and communication, thereby fostering economic development and enhancing connectivity across the
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continent. As Africa continues to embrace digital transformation, the increasing number of internet users
will play a pivotal role in shaping the future of the digital economy in the region5.

As such, efforts to enhance digital empowerment in Africa are gaining momentum. The African Union's
Digital Transformation Strategy for Africa (2020-2030) aims to hamess digital technologies to drive
economic growth and development. The strategy focuses on improving digital infrastructure, promoting
digital skills, and fostering innovation. Additionally, initiatives like the Smart Africa Alliance, which includes
32 African countries, are working towards creating a single digital market in Africa6.

Kenya has emerged as a leader in the African continent, with a robust digital economy driven by mobile
money and digilal innovation, by prioritizing the development of digital infrastructure, evidenced by the
National Optic Fibre Network Backhaul lnitiative ('NOFBI). NOFBI aims to deploy over'100,000 km of optic
fibre by 2027, connecting all 314 sub-counties in the countryT. This initiative is crucial for enhancing high-
speed internet access, particularly in underserved regions, thereby bridging the digital divide and promoting
inclusive growth. Further, Kenya remains one of the global leaders in driving financial inclusion through the
use of digital finance solutionss. The govemment's commitment to digital empowerment is further
demonstrated by the development of smart cities like Konza Technopolis, which houses the country's data
centre and aims to be a hub for innovation and technologye.

Statistics on digital adoption in Kenya show that in 2025, Kenya has over 27 .4 million internet users,
representing an internet penetration rate of 48%10, and a mobile penetration rale of 12'lo/o with 68.8 million
mobile cellular connectionsll. This widespread connectivity is a cornerstone of Kenya's digital
transformation, enabling the proliferation of digital services and fostering innovation across various sectors.
It is notable that despite the widespread connectivity and digital transformation, there is still a lack of
affordable digital devices. A report by the Kenya National lnnovation Agency ("KeNlA") highlights that
infrastructure limitations, regulatory complexities, and the digital divide present formidable obstacles on our
path to widespread adoptionl2. Additionally, this also demonstrates that the Kenyan lnformation and
Communication Technology ("lCT") sector, still requires targeted investments by the Government. This can
be through providing affordable, accessible, resilient and reliable infrastructure, or encouraging the
presence of an ecosystem that supports homegrown and other businesses to generate world class products
and services which will help to widen and deepen digital economic transformation.

1.3. BETA as an enabler of digital growth

One of the Kenyan Government's five pillars supporting its Bottom-up Economic Transformation Agenda
("BETA') is the "Digital Superhighway and Creative lndustry". Under this pillar, the Government hopes to
achieve, among other things:
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Expansion of Kenya's fibre network coverage countrywide including the laying of '100,000

kilometres of fibre optic cable;
Digitization and automation of Government processes and services;
Reduction in the cost of calls and data to enhance the use of online platforms; and
Strengthening of the Konza Technopolis to bring together industry, academic institutions, and
other innovators who will co-invest in emerging technologies to create high-quality jobs which
leverage artificial intelligence, robotics, and other technologiesl3.

The Government has communicated its eagemess lo open up the Kenyan ICT sector for more investment
by technology companiesla and the citizenry at large through, among, other things, its focus on expanding
digital infrastructure to enhance connectivity across the country and investments in fibre optic cables and
5G technology. These efforts are aimed at leveraging the digital infrastructure to support e-commerce,
online education, telemedicine, and other digital servicesl5. Furlher, there is a deliberate push to support
the creative economy, including sectors such as film, music, fashion, and digital content creation16. Other
initiatives have been launched to provide funding, training, and resources to young creatives and
entrepreneurs in these industries. Closely related is that the government is also working on policies to
protect intellectual property rights and promote local content in the medialT

To ensure these government initiatives are impactful to the targeted consumers, it is necessary to ensure
that tools and accessories required to tap connectivity from the backbone fibre network are readily available
and affordable to institutions and the common person both in urban and rural settings.

It is against this backdrop that we wish to submit a proposal for exemption from Value Added Tax ("VAT")
for:

The supply of locally assembled digital devices; and
lmported inputs or raw materials supplied to approved assemblers/manufacturers of such digital
devices in Kenya.

2. The issue and proposed solution

The Government has enacted a series of tax policies specifically designed to accelerate the transformation
of the digital economy. For instance, the Government has previously implemented VAT zero-raling on the
supply of locally assembled and manufactured mobile phones, thereby reducing the cost burden on
consumers and encouraging the adoption of digital technology. This was in addition to a Customs duty
remission (0%) provided for raw malerials and inputs for the manufacture of smartphones.

Furthermore, in 2024, the Government took a significant step by seeking approval from the East Africa
Community Council of Ministers ("Ministers") to approve Customs duty remission (0% duty rate) for inputs
for the assembly or manufacture of smart telecommunication devices including laptops and tablets through
Legal Notice No. EAC/154/2024 (item 91 ). This provision aims to lower production costs and slimulate local
manufacturing within the digital sector. EADAK is among the companies poised to benefit from these
incentives, positioning itself advantageously within the nascent industry.
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Currently, the supply of locally assembled digital devices, such as smart telecommunication equipment
including laptops and tablets, is subject to the standard VAT rate of 16%.

2.1 . Policy proposal as a solution for both the Government and the sector

In a bid to achieve a balance between affordability and local manufacluring competitiveness, we propose
that the Government introduce a VAT exemption on the supply of locally assembled digital devices,
specifically the following items:

1 . Routers;
2. Know Your Client and Point of Sale devices;
3. Smart and lnternet of Things devices such as smart meters, smart watches and smart CCTV

cameras;
4. Customer Premise Equipment devices;
5. Modems and My Wireless Fidelity ('MiFi'); and
6. Laptops, desktops and tablets.

ln addition, we propose that the VAT exemption also be extended to imported inputs or raw materials
supplied to approved assemblers/manufacturers of such digital devices in Kenya. The VAT exemption on
both the inputs and output would eliminate the VAT cost on end consumers.

We provide in the table below a description of these digital devices, how they work, as well as their use
€ses. Further, we provide within Appendix I pictorial presentations of the devices.
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Degcrlptlon How lt Worhs Uso Case# Devlce

2

a3

1 Routers

KYC and POS
devices

Smart and loT
Devices such as
Smart Meters,
Smart Watches
and Smart CCTV
Cameras

4 CPE devices

Devices that transmit Wi-Fi signals
over a broadband connection
allowing devices e.9., smartphones,
tablets and laptops to access the
internet.

Know Your Customer and Point of
Sale are devices that help in the
identification and verification of a
customer in compliance with the law
and support in secure payment
transactions between businesses
and customers.
Smart device - An electronic device
connected to other devices or
network that can operate
interactively or autonomously to
monitor difierent services remotely.

loT - lntemet of Things are devices
with sensors, processing ability,
software and other technologies that
@nnect and excfiange data with
other devices and systems.

Customer Premise Equipment
rCPE") are telecommunication
hardware devices located in a

Connecls to a modem, like a fiber
or cable connection to other
devices like CPEs to allow
communication between those
devices and the internet through a
secured network.
ldentify, validate and register
customers' information when
accessing services from
businesses.
Businesses can receive payments
from customers seamlessly.

Tracks the use or consumption of
different services within a home or
business e.9., electricity and water
consumption, security systems like
cameras, gas consumption etc.
remotely linked to a smart phone,
laptop or tablet.

Enable delivery of voice, video and
data services over an lnternet
Protocol ('lP") network managed by

A business connecting to the
internet through a securd Local
Area Network ("LAN") connecting
laptops and desktops for its
employees.

Businesses and institutions can
verify customer information before
offering services hence reducing
the risk of ftaud.
Customers can make payments
for services without risk of fraud
e.9., M-Pesa.
The utility companies can keep
track of power consumption, gas
consumption, water consumption
and billing across different
premises from a central location
enhancing revenue colleciion and
resource management.
Smart meters can be used to
reduce operation expenses,
monitor leakages, and prevent
fake connections e.g in power and
waterlines.
Smart devices can also be used to
track infrastructure like the
housing project by the
govemment where the
government installs a smart
tracking device in every unil sold
to collect data.
Customers - Access digital
services in the comfort of their
homes like e-learning services for

a

a
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Descriptlon How it Works Use Case# Devlcs

Modem/MiFi
devices

Laptops, desktops
and tablets

custome/s premises that deliver
connection and delivery of internet
connection or other communication
service.
MiFi is a small portable brcadband
device that enables customers to
oonnect to wioless signals and
share thb connecdon wlth multiple
devices.

Computers with a keyboard, screen
and trackpad.

service provides to provide a
connection between the customer's
premises and service provide/s
network-

Enable delivery of network services
managed by services provider
thrcugh a SIM card to provkle a
connecfion between the customer
and se]vice provide/s network
anyriyher€ and anytime and
share this network with multiple
devices.
Enables access to different digital
services connected to the internet
via a nelwork and access to other
devices remotely.

children's education material.
Business - Access to digital
services like government services
e.9., iTax, eCitizen etc.
Customers in remote areas can
access digital seryices where
wired cables are yet to reach i.e.,
fiber cables.
When customers have to access
services while on the go or in
transit.

Accessing eCitizen services from
your home or business to register
or pay for government services.
Enhance eJearning and
education.
Enhance online job opportunities
for the youth.
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EADAK currently has sufficiently installed assembly capacity to produce the above-listed devices. We
therefore request the Govemment to support EADAK and other players within the sector lo expand their
digital product portfolios by exempting the supply of the specified devices from VAT, provided they are
locally assembled or manufactured, together with their inputs. This will empower the sector to support the
country's wider agenda of digital transformation beyond mobile phone penelration through affordable
devices in addition to creating employment for the many youths leaving Kenyan tertiary schools annually.

3. Justification

3.1. VAT exemption on the supply of digital devices together with their inputs will positively
impact the digital devices penetration rate in Kenya

Applying VAT exemption on the supply of locally assembled digital devices as well as their inputs will make
them more affordable to the consumer, averting a potential VAT charge of 16% that would increase the
final cost of the digital devices to the consumer. This is because VAT is ordinarily borne by the final
consumer of a good, therefore the exemption benefit will directly benefit lhe consumer by reducing the
device's retail cost.

We illustrate the impact of VAT using the prices of the smartphones we assemble locally below. Whilst
these are cunently zero rated, the impact of VAT would result in a significant increase in cost as shown.

Current retail price VAT @ 160/o Adjusted retail price (with
VAT KES

# Smartphone
KES KES

1

2

Neon Smarta

Neon Ultra

7,499

8,999

1,200

1,440

8,699

10,439

It is therefore evident that should our proposal to introduce VAT exemption on the supply of locally
assembled digital devices together with their inputs be accepted, the retail price of these devices will be
more affordable to end consumers therefore increasing the market for the devices and be competitive
relative to imports.

3.2. VAT exemption on the supply of locally assembled digital devices together with their inputs
may discourage reliance on imported digital devices which will have a positive impact on
the economy.

An increase in the population's reliance on imported products as a better option has negative impacts on
the overall economy as it leads to imbalanced or negative Balance of Payments ("BOP") in both the short
and long run. For emphasis, when there are too many imports coming into a country in relation to its exports,
it can dislort a nation's balance of trade and devalue its currency. Statistics on the import and export values
of telecommunication equipment as of March 2025 was at 2.4 billion and 0.13 billion respectivelyls. This
results in an imbalance on the country's Balance of Payments leading lo the devaluation of the Kenyan
shilling. The devaluation of a country's currency can have a huge impact on the everyday life of a country's
citizens bec€use the value of a cunency is one of the biggest determinants of a nation's economic
performance and its GDP. Furthermore, a majority of the imported telecommunication devices are non-tax
compliant due to grey/fake imports that get into the country. Therefore, maintaining the appropriate balance
of imports and exports is crucial for the governmenl since the importing and exporting activity of the country
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can influence the country's GDP, its exchange rate, and its level of inflation and interest ratesls

Additionally, competitive pricing of local products can make the overall local market more resilient to
potential dumping from foreign markets, ensuring the availability of high-quality products. Dumping arises
when a foreign producer sells a product at a price lower than its normal value or below the producers' sale
price in the country of origin. While dumping enables consumers to obtain goods at an affordable price, it
may also expose them to low quality products2o. The level of unfair competition created by dumping may
drive local inveslors like EADAK out of the market thereby causing stagnated or retarded growth for the
impacted seclors in the long run. EADAK's next frontier is exports to other markets outside of Kenya, but
that is hinged on success in the local market. Therefore, if the business struggles as a result of existing
taxation measures, the beneflts of exportation, e.9., foreign exchange earnings and impact on BOP will be
lost.

Further, imposition of VAT exemption on locally assembled digital devices together with their inputs may
encourage additional Foreign Direct lnvestment ("FDl). FDI is widely acknowledged as a pivotal driver of
sustainable economic growth due to its potential to foster innovation, introduce advanced technology, and
alleviate poverty. FDI offers numerous benefits that promote resilient economic development, technological
advancements, poverty reduction through job creation, increased tax revenue, enhanced production and
productivity, and other transformative effects on a nation's socioeconomic landscape. Consequently,
policymakers and experts view FDI as a vital catalyst for local communities and overall economic
improvements, leading to the enactment of laws and policies aimed at attracting foreign investments2r.

3.3. VAT exemption on the supply of locally assembled digital devices together with their inputs
is an overarching enabler for the growth of other sectors including education, health,
agriculture, among others

Kenya stands as a prominent digital and economic centre in East Africa. Despite this, it falls behind in global
digital Gross Domestic Product ('GDP") rankings, hlghlighting a significant digital divide. A report by the
United Nation's Conference on Trade and Development data highlights this gap, emphasizing on the
disparities in ICT access, usage, and benefits22. To address this issue, the Kenyan government should
develop comprehensive intemet access strategies to connect the majority who lack intemet access, as well
as encourage policies that promote access to digital devices for many citizens23.

Additionally, the five pillars of the BETA are: (1)Agriculture and transformation, (2) Micro Small and Medium
Enterprise ('MSME") Economy, (3) Healthcare, (4) Housing and Seftlement and (5) Digital Superhighway
and Creative lndustry. An investment in the latter through encouraging local production of digital products
will be the underlying enabler for the other pillars. For instance, the housing sector could benefit from the
use of smart meters, loT can be used in increasing efficiencies in agricultural production, and devices will
enhance initiatives aimed towards providing online learning such as the Digital Literacy Program ("DLP) .

The health sector would also be improved by enabling access to health programs information through
affordable intemet and digital devices.
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3.4. VAT exemption on the supply of locally assembled digital devices together with their inputs
will promote the government's digitisation agenda

Besides the BETA, the Kenya National Digital Master Plan 2022 - 2032 ("Master Plan") articulates the
Government's masterplan flagship programmes which are aimed towards achieving a holistic and
coordinated approach towards aligning and optimizing ICT resources.

The Master Plan flagship programmes include installation of high-speed fibre optic infrastructure,
establishment of internet hotspots, creating a digital one stop for all Government common services, digital
capacity building among others. These flagship programmes are anchored on 5 major pillars i.e., ('l) digital
infrastructure, (2) digital services, products, and data management, (3) digital skills, (4) digital enterprises,
innovation and businesses (5) policy, legal and regulatory considerations.

It is clear that the Government has a focused strategy; besides the significant investments it has made in
the digital economy, towards achieving its broader digitisation agenda. Further, emerging technologies such
as Artificial lntelligence ("A1") and loT, among others, are critical and it is therefore imperalive for the
Government to consider incentivising a wider range of products within Kenya's digital ecosystem. We have
provided in Appendix I an illustration of how the above listed devices contribute to the digital ecosystem.

It is also important to note that the Kenyan Government intends to bridge the digital divide by ensuring
universal digital services by all in the country2a. This objective can only be achieved by increasing the
penetration of smart digital devices.

EADAK and the wider |CT/technology industry has capacity to make a significant contribulion towards the
Government agenda of building a digital superhighway as envisaged under the BETA should the supply of
these locally assembled digital devices together with their inputs be exempted for VAT purposes.

3.5. VAT exemption will contribute to Government's BETA and the wider Vision 2030 by
promoting the growth of the manufacturing sector, and accessibility and use of the digital
devices

According to a report by the Ministry of lnformation Communications and the Digital Economy, the
availability of affordable digital devices, such as smartphones, laptops, digital assistants, etc, is crucial for
participation in the digital economy2s. The report further highlights that fostering the local production of
digital devices and related digital economy equipment will significantly reduce the costs associated with
these devices and equipment. This reduction in cost will facilitate broader access for citizens, enabling them
to utilize these technologies for both productive and social engagement within the digital economy. This
includes enhancing opportunities for learning, accessing social and economic benefits, and participating in
civic activities. Electronic Device Manufacturers ("EDMS") play a crucial role in this ecosystem, covering the
entire value chain for Original Equipment Manufacturers ("OEMs"). This encompasses manufacturing,
product development, and providing after-sales service support for EDMs.

Vision 2030, through the economic vision and strategy pillar, aims to promote manufacturing in the country.
To achieve this, the Vision 2030 highlighted on the need for Kenya to produce consumer goods that
compete with imports without resorting to restrictions on such imports. Some of the specific strategies for
this agenda was to exploit opportunities in adding value to imports that could also be re-exported in order
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to capture the "last step" of value addition.26 Similarly, the Government's BETA includes manufacluring as
one of its enablers with the broad target being creation of jobs and increase in Kenya's exports2T.

The digital products listed in section 2 above are all imported by consumers within Kenya whereas the
industry has already built some capacity for manufacluring some volumes locally. ln obtaining VAT
exemption on the local supply of these digital devices as well as their inputs, the Government will have
made a significant contribution towards reducing the final cost of these products which will then enable the
industry to assemble digital products that will compete favourably against those imported.

3.6. VAT exemption on the supply of locally assembled digital devices together with their inputs
will contribute positively to the groMh of the Kenyan economy

With the VAT zero rating on the supply of locally assembled or manufactures mobile phones, EADAK has
positively contributed to Kenya's economy as follows;

4.6.1 Creation of employment: EADAK has, at its highest, employed up to 750 people at its
facility and could easily employ up to 1,000 employees to assemble a wider range of digital
products. Additionally, with the expansion of its product portfolio, EADAK can be able to
sustain the jobs of its current employees with the additional local manufacturing of the listed
digital devices.

4.6.2 Local transfer of technical skills: EADAK is already facilitating the transfer of technical
assembly skills to its local workforce through the 5 expatriate engineers that it has at the
plant. Should the Government approve the VAT exemption on the supply of digital devices,
where these have been locally assembled, and their inputs, this will enable the expansion
of the industry, and digital product portfolio. Therefore, the local transfer of technical skills
to the Kenyan labour force will be enhanced through the experience gained on the jobs
thereby making them competitive not only for a broadening industry locally but for the
foreign labour market too.

4.6.3 lncreased revenue from employment and corporate income taxes: The Government
will benefit from the organic growth of revenues as a result of higher employment taxes
from a significantly larger workforce and higher income taxes based on increased
production and hence, increased turnover and profits.

4. lnternationalpractice

Within the African region, various incentives have been applied for the supply of digital devices, for instance

. Rwanda

ln 2023, Rwanda updated its list of ICT equipment exempted from VAT. The exempted items include:

. Routers,

. Modems,

. Laptops,
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Tablets,
Smartphones,
Other ICT devices

This initiative aims to foster digital transformation, increase internet penetration, and make digital
devices more affordable.2E

Togo

ln 2017, Togo's government exempted personal computers, laptops, tablets, and smartphones from
VAT. This measure was part of a broader strategy to enhance digital access and establish a regional
digital hub.2e

Chad

As of January 2022, Chad abolished import taxes on

Smartphones
Computers
Tablets
Modems
Routers
Other internet connection devices

This five-year tax exemption aims to boost digital inclusion and support the country's digital economy
goals.s

Elsewhere in the world, incentives have been applied for the supply of digital devices, for instance:

Colombia

ln 2017, Colombia introduced VAT exemptions for

Mobile devices priced below approximately US$245
Personal desktop or laplop computers valued under US$550

This policy aimed to make digital devices more accessible, especially for lower-income populations.3l

5. Conclusion and legislative proposal

ln summary, EADAK would like to requesl the Kenyan Govemment to amend the Value Added Tax Act,
CAP 476, to include the VAT exemption of the supply of the following digital devices, provided these are
locally assembled or manufactured by approved local assemblers:

't . Routers;

x htbs://www minict-oov.rdnews{etaiuval-exeftplbn-the-202}new-list-of-icl.eouiornent-eremote+frorn-vat?utrn source=chatoot.com
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2. Know Your Client and Point of Sale devices;
3. Smart and lnternet of Things devices sucfr as smart meters, smart watches, and smart CCTV

cameras;
4. Customer Premise Equipment devices;
5. Modems and My Wireless Fidelity ('MiFi"); and
6. Laptops, desktops and tablets.

At the same time, we request that VAT exemption also be extended to imporled inputs or raw materials
supplied to approved local assemblers and manufacturers of these devices.

This dual exemption proposal, when adopted, will befter promote a vibrant manufacturing sector, contribute
lo the Govemment's digital transformation agenda and lead to tangible economic benefits such as
employment creation, the transfer of technical skills, increased contribution to the fiscus, increased foreign
exchange eamings and inoeased foreign direc{ investrnent, among others.

East Africa Device Asseurbly l(enya Limited, One Africa Place, ltest lands District, P0 Box:123.12.

Postal Code:00100, Te lephone: +254205007000
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Iob ll

Locally manufactures and
assembles affordable smart

devices at its assembly
plant in Athi River,
Graylands Phase V.

Has employed up to 750
people at its facility.

Produced approximately L4
million mobile devices as of

April2025.

Recognized by the KRA in
November 2024 as the top

taxpayer in the non-fuel
importers category for the fiscal

year 2024.

One of EADAK's achievements: Supply of
smartphones and tablets to the Ministry of Health for
use by community health promoters supporting the

preventive healthcare under the Bottom-up Economic
Transformation Agenda ("BETA") and the universal

Social Health Authority project.

Currently assembles smart mobile
phones and tablets and plans to

expand its locally assembled
product portfolio to include a

broader list of
technology/telecommunication

devices.

EAST AFRICA OEVICE ASSETIBLY KENYA LI ITED

P. O. Box 123/t3,00100, Nalrobl. Tel + 25/t205007000
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Proposal 1: VAT exemption on imported inputs or raw
materials for approved local assemblers/manufactures of

mobile phones

EAST AFRICA DEVICE ASSE BLY KENYA LIUITED
P. O. Box 12343,00100, Nalrcbl. Tel + 254205007@0
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=A)AKUnlocking a digitally empowered economy through
mobile phones

Economy 2025 report, mobile internet subscriber penetration in the region reached 460/o in2024, with smartphone
adoption reached 54Yo and continues to rise due to falling device costs and expanding 3Gl4G coverage. As of
December 2024, over 41 million smartphones were in use in Kenya, reflecting a penetration rate of 80.5%.

broadband is essential for delivering digital govemment services, expanding e-commerce, and enhancing financial
inclusion, especially in underserved rural areas.

to their ability to support high-speed connectivity, mobile apps, and secure transactions.

and affordable for all Kenyans. Currently, EADAK offers the most affordable smart device at an ex-factory price of
approx. $51. It is also investing in research and development to produce an ultra-low cost 4G cloud smartphone
priced at < $20.

and technolo and accelerate access to the best internet and mobile networks.

POWER MKONONI
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lssue

a

a

a

a

ln2023,the Government introduced VAI zero-rating on the supply of locally assembled

smartphones to promote digital inclusion and local manufacturing.

EADAK launched operations under this framework, targeting affordable smartphones for low-
income Kenyans, who, for example, make up approx. 709% of Nairobi's population, according a
2025 report.

The Finance Bill 2025 proposes to replace VAI zero-rating with VAT exemption, which will result
in input VAI being a non-recoverable expense. This will increase production costs, push up phone

prices, and potentially curtail the sector's operation thereby stalling progress on digital access.

This VAI cost resulting from non-recoverable input VAT must either be passed on to the customer or
absorbed by the manufacturers which is not sustainable.

EAST AFRICA DEVICE ASSE BLY KENYA LIf,ITED
P. o. Box'l23lit,00100, Nrlrcbl. Tol + 254205007000
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Impact of current proposal for VAT exemption on
the locally manufactured phones

POWER MKONONI
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Proposed amendment

a

To balance the Government's priorities to address tax challenges and pursue the digital inclusion agenda,

it is our view that the proposed VAT exemption on the supply of locally assembled smartphones should be

accompanied by a VAI exemption on imported inputs/raw materials supplied to approved mobile phone

assemblers/manufacturers in Kenya.

This will resolve the VAI refund challenge caused by zero rating of the phones but at the same time
maintain relative affordability, support local production, and ensure smartphones remain accessible to

low-income populations thereby safeguarding Kenya's progress toward a digitally empowered economy

Further, this will not only safeguard existing jobs but also increase more jobs in the industry through
increased production.

EAST AFRICA DEVICE ASSEMBLY KENYA LIMITED

P, O. Box 12343,00'100, Nelmbl. Tel + 254205007000
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5A)AKJustification for the proposed legislation
POWER MKONONI

like EADAK, already facing KES l.8B in unpaid VAT refunds. Important to note is that in less than2 years of
operation, EADAK has already contributed KES 1B in taxes to the Kenyan economy.

and significant tax contributions of more than KES lbillion from Nov 2023-Apr2025.

Investment ("RoI"). This will push investors to other countries in the region with a stable tax environment.

and Vision 2030 goals.

digital services like M-Pesa, e-Citizen, and eTIMS.

manufacturing sector. Exempting inputs would level the playing field.

EAST AFRICA DEVICE ASSE BLY KENYA LIMITED

P. O, Box 123/8,00100, t{alrobl. Tel + 254205007000
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Propos al2z VAT exemption on the supply of locally
assembled digital devices, as well as VAT exemption on
imported inputs or raw materials supplied to approved

assemblers/manufacturers of such digital devices in
Kenya

POWER MKONONI

EAST AFRICA DEVICE ASSEMBLY KENYA LIMITED

P. O. Box 123/8,00100, Natrobi. Tsl + 25a205007@0
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=A)AKUnlocking a digitally empowered economy POWER MKONONI

5.568 global users are now online (as of 2025), with large investments seen in the European Union ("EU") (€7.5B)
and US ($100B) to boost digital infrastructure.

challenge like connectivity, infrastructure gaps, and policy hurdles, initiatives like the African Union's ("AU")
Digital Strategy and Smart Africa Alliance aim to create a single, inclusive digital market.

internet penetration and l2lo/o mobile penetration in2025.

BETAAgenda targets this through fibre rollout, digital automation, and creative industry support, but achieving
impact requires VAI exemption on the supply of locally assembled digital devices as well as their inputs (raw
materials), ensuring access to essential tools of connectivity.

EAST AFRICA DEVICE ASSE BLY KENYA LIMITED
P.O, Box 12343,00100, Nalrobi. Tol+ 254205007000
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5A)AKKenya Stats: Devices used to access the internet as of
Feb 2025

POWER MKONONI

According to the International
Telecommunication Union
("ITU") and Global System for
Mobile Communications
("GSMA"), by the start of 2025,
approximately 5.56 billion people
were using the internet, which is a
l.loh increase from one year
before.

EAST AFRICA DEVICE ASSE BLY KENYA LIMITED

P. O. Box 12343,00100, Nairobi. Tel + 254205007000
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=A)AKExample: Impact of VAT on EADAK's tablet prices

Neon Tab 11 (8+
r28GB)

26,872 4,300

POWER MKONONI

31,172

EAST AFRICA OEVICE ASSEIBLY KENYA LI ITED

P. O. Box 123.*1,00100, Nrlrobl. Tel + 25/t2050070O0

Tablet Retail price (exclusive
of VAT) (KES)

vAT @ 16% (KES) Retail price (inclusive of
vAr) (KES)

I
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Tax proposal: Introduction of VAT exemption on the
supply of devices and their inputs =A)AKPOWER MKONONI

lssue

Despite prior tax incentives on mobile
phones and smart devices, locally
assembled digital devices (e.g.,

laptops, routers, modems) are still
subject to l6% VAL

The 16%o VAT would be bome by the
customer thus increasing the price of
the devices.

a

o

Proposed amendment

Our proposal is for the Government to grant VAT exemption on
the supply of the following digital devices, where these have

been locally assembled:
1. Routers;
2. Know Your Client and Point of Sale devices;
3. Smart and Internet of Things devices such as smart

meters, smart watches and smart CCTV cameras;
4. Customer Premise Equipment devices;
5. Modems and My Wireless Fidelity ("MiFi"); and
6. Laptops, desktops and tablets.

At the same time, we request the govemment to extend the VAI
exemption to imported inputs or raw materials supplied to
approved local assemblers and manufacturers of these devices.

a

a

EAST AFRICA DEVICE ASSEIBLY KENYA LIIITED
P. O, Box 1234:t,00100, Nelrobl. Tel + 254205007@0
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5A)AKJustification for VAT exemption
POWER MKONONI

EAST AFRICA DEVICE ASSETBLY KEI{YA LI ITED
P. O. Box 12343,00100, N.lrobl. Tel + 254205q8000 . -.

. Will positively impact the digital devices penetration rate in Kenya.

. Will make the digital devices affordable and mitigate grey market imports.

. Will discourage reliance on imported digital devices which will have a positive impact on
the economy.

. Will be an overarching enabler for the growth of other sectors including education (tablets
for school programs), health (tablets for the Universal Health Initiative), agriculture,
among others.

. Will promote the government's digitisation agenda.

. Will contribute to Government's BETA and the wider Vision 2030by promoting the
growth of the manufacturing sector, accessibility and use of digital devices.

. Will contribute positively to the growth of the Kenyan economy through:

15
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Thanks!

POWER MKONONI
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I I)r;/ C trO/S BNt /0.1/ -05-2025 27'r' Nlrrv 2{)25

Mr. Samuel N joroge,
(-lcrk ol the \rttiorul ,\sscrr-rblt,

l). O. llor llll-12-()()l(l().
Nairobi, Kenya.

RE: INSTITUTE OF PU BLIC FINANCE (IPN AND KENYA WOMEN PARLIAMENTARY
ASSOCIATION (KEWOP A MEMORANDUM ON THE FINANCE BILL.2025

-['his nrcm,rranclunr hrs becn prcpuretl bl rhc Insrirutc o )ublic liinance (ll)l ) in partncrship rvrth thc Kcnla
\\irmcn l)trliarncrrtarv,\ssocirtriort (K I :\\'( )]'],\).

\\'e bcqin 111 applaLrtling thc l'inancc rurrl \arionrtl l)lenrting (.onimitrce oi the \rrriorral .\sscnrl;lt tirr {ivirtg
rhc public rhc rpportunin ro lir rhcir vicus on this critical llill, sltich is oi srtat sigrriticancc ro thc

coLrntr\'. llctirrc uc tlisctrss otrr sttlrrnission irr clcrtil. \\'e scr thc corltc\t.

Context: Rcvenue erfrrrma evl -i-r,is tar

l hc 2021 lluclgcr l)olicv Sratenrcnt projcctcrl rhar thc u ithrlres n l;inancc llill 20:1 s oulcl rtisc I..lrS il-l billion

turucr oI itpproxirnrrtclr Ksh l -8 lrillion in arltlitional rc\'r]nue s. o'',r'cvcr, thc I 
r.schctlLrcr lssue as oi .l(l'i' ,\Plil

2t )f5 indicrrres that acr ual revcntrc collccri, rn continr-rrs to irll slrort o i thcsc targcrs. highlith tinu pcrsis tent ut1'rs

berrrccn projccrions irud perkrrmunce anrl raisir.rg conccrns alrour rheir rcfirbilitl und phrrnittq.

so far, ercn tlrough \pril enrl .ftrnc rrsuulll stc hight'r rcvcnttcs r-luc ro tluartcrlt ta\ l)arrncr)ts lncl ittcretscd

Iusincss tllings. l,1lst lcar, collccrions avcragccl ]09 billion in rhe last tlurrtcr. Tltis lear, thc qolcrtrncnt sill
havc to collcct hsh.100 l.lillion in rhc Lrst trvo tnortths to mcet thc tntitta) ttrqcr.

lrrrr tlrc [;\' 2ll2tl26. thc governnrcnl rarucrs t() r:risc I..sh 2,-5-.1)billion in orrlirttrr rcvcnr-lc, rlcspitc thc cle:tr

rc:rlin rhar prcvious lcrrs' projcctirxts hrtvc consistcntll flrllcn sltorr. ,\ccortlitrq to lhe 20:5 lll']S, tltcrc \\'crc

rcvenuc shorrftlls in lxrth lr\'2022l102.i antl l;\' 21)21/2(12-l oi Ksh 17J.- l;illion rntl hsh i6r.() billion.

rcspectivch.'['his raiscs irnporrant (plesri()ns rboLrt t]rc rcaltsn'r oi tltc esrir.nltcrl arklitional lcvctruc rliar thc

I,inencc llill 2025 is cxpccrerl ro qcncr:rrc. lt is rhus our ctll thut tirture rcvenuc cstimrtcs shoulcl bc brrsetl on t

irr ltirllt.r rlt,rrr-trtrqct tlscrl .L'tlcit..

,\s inrlicarcd in thc 202-5 lJucluct l)olicv Sttterlcnt, the l;inancc llill 2025 uitrs to closc Lropholes enrl cnhltnce

tar atlrninis rmruur c itlcicncv. I k rl'cvcr, u c continue to e mphlsizc thc necrl tirr thc National Tre asttrt t o pror-iclc

clctailcd infirnlilri()n ()n tlte rcvcnuc irnpact oicach proposccl tit\ tttcasurc. 'f[ris tntnsptrcncl is essentiitl trr

cnhance clrrrrl anrl supp{)rt inti)rnlcd dccision -rnrrking.

l)rrqe I oi 57
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Ke challe facin Kc ats tax s stem

1. Limited nuhlic trust

,\ kcr.issuc tacing Kcnva's crlrrcnr ra\ slstcrn is thc linritccl support lnrl trusr ti( )ltt tt\Pll\crs, letttlirtq to Lrs'

colnpliancc lclcls. \\'hilc citizens rccognizc thc irrportrutce oi rercs in tirncling ptrl;lic scniccs, thcl renllill

tupcerrrin q'hethcr ne\\'ta\ rrrclsurcs rvill lctd to rangiblc imPr( )\'cllte rtts irt sctlice tlclivcrr-. 
-['his 

Lrntlcrscorcs

rhc neetl firr crcdiblc, evitlcnce-basctl policl Llecisurns. lloth thc \rtionel 'frtr l)olict rtntl thc \[ccliLrrn-Tr. rnr

Ru-cnuc Strrrrcqr' (\l'fRS) cmphasizc the inlp()rtutcc oi Lrsin.q rctular stttrlies ro .qttitlc ritr rctirrnrs lttltl

k,gisl.ation. \[orc speciticallr', rhc.golernnrcnr {)n tl)c \l'fllS harl c(nnrnittc(l ttt contlttctittu sturlics antl rcvicu'

rcvicu. personal incorlc tlrr l>lrrr1, ()ptirrll ta\ariorr oi pcttolcutt.t prorlucts. t1l\ sll'l'lcfttl'c oi alcoholic lrrlrl

clllLration oi tas ittccntivcs, llrn()rt1l ()tltcrs.

'l hc \ationrrl -l'nr l)olicr' (\TI)) entl \lecliunr 'l cn.u Rcvtnue Stratcgr' (\ITI{S) ()Lrtlir]c l)roildcr trtr Polio uoals

r slrl>lc anci prcdicrlble l>usir.rcss cnvirt,nrncnt. \\'hile rlx:rtion scrvcs both to tirrrtl ptrl;lic scn iccs ltrcl to slrttpc

invcstrncnr rlccisions rntl social bchltior. ir rcnrtirts unclctr u lrtt reserrch infirrlncd thc ['inencc I]ill, 2025, tnd

1.5crhcr sLrch sruclics arc publich acccssiblc. .\rlditionllh. thc qovcntntetrr hlrs titrlcd irl thc p:rst t() cstilnatc tlle

irnplrct oithc anrtull chlnqcs to its trx laus on rclcnue rrttl Iltc ccrtrt,rnrf tt lxrqc,'l'his rcrnrtins critical ro ctrsttrc

Ilter .govcrnnte nt's tlccisions clo not stiflc ecotlrlttic grourh lltcl tlcrcL,pnlent.

2. Si ificant tax cha s hav sulted in an insi ficant chan ln tax nue

|,,s..i111( ntr,\(.ntcnr lrcr,,rttl tltc r( \ ( rlUc- n )il\illllzirlg p, ,irtr , ,t't lte Ctttrt'. I , )r c\illnl)lt', tlt sfitt r trir rtts r('\ i\l lls'

\'.\'l rcvcnuc lrts tlcclincd ti'orn -1.6",, oi(il)l) in li\ 2(llli 1l to -1.1",, in l;\'10:iil+, liiuhlightinq thc Inrits

oi nrtc'blscd sttlrc{ics lrrnirl l shrinkittq rar basc trnd risin.q tltx crpctltlirttrcs.

Table 1: Revenue performance/growth/percent of GDP

Data source: Budget Review ond Outlook Papers
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commendable. We also commend the National Treasury for shifting focus away from introducing new tax

measurcs and instead concenuadng on improving tax administrarion.

However, several proposals in the Bitl remain contentious. These include the repeal of key data protection

provisions, which would allow the Kenya Revenue Authoriry $RA) to access personal data and rade secrets

held by businesses raising significant privacy and confidentialiry concerns. Additionally, the proposed extension

of VAT rcfund timelines from 90 to 120 days for standard applicarions, and from 120 to 180 days for cases

requiring audits, could severely strain business cash flows and erode trust in the tax refund svstem. The

proposed reduction in the rimeframe for taxpayers to seek legal redress funher compounds these concerns by

limiting access to fair and rimely resoludon of tax disputcs.

Therefore, while some tax proposals as contained in the Finance Bill 2025 are welcome, some gaPs still remain

as detailed in rhe attached matrix. 1 e hope that the issues and proposed inten'entions will be considered to

enrich the F'inance Bill2025, and conrinuouslv ensure that our tax system is equitable, efficient and effecdve.

!0e are available to provide further information and discuss our recommendations on the proposed tax

measurcs.

Sincerely,

James Nfuraguri

Chief Executive OIIicer

Institute of Public Finance

m lobal.or.ke

NIercy Nlwangi

Executive Director

Kenya Women Parliamentary Association

nrcrc) .mu'lngl(ti kcs r-,pa.org
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the digital markerplace, internet, or
electronic networks will now be
subject to SEPT, regardless of their
scale of operarions. This blanket
application resurrects the verf issues
that plagued the forrner DST,
parricularly the lack of proportionality,
adrninistrative complexity, and the
imposition of bwdens<>me
compliance obligations on small and
Iow-revenue businesses.

If the purpose of SEPT is to align with
OECD best practices on ta,xing the
digital economy, then reintroducing a

clear and reasonable threshold is
critical to ensure that the tax only
applies to entities with a demonstrable
and signiFrcant economic presence.

Jurisdictions like Nigeria have adopted
such thrcsholds to balance revenue
collection with ease of doing business
and legal clarity. Without a threshold,
Kenya risks deterring smaller global
service providers, increasing
enforcement burdens, and potentially
underrnining the tax's effectiveness.
ThereFore, to preserve fairness and
intcrnarional credibiliw, it is
imperative that a rninimurn turnovet
threshold be retained.

shillings are cxempt Fr()m
pal,ing SEPT.

Kshs 5Below
N{illion
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A
thercbl' contributing to broader sr>cial

and economic developmcnt goals.
The proposcd rem<;r'al of the
provision alkrwing the offsctting of
capital krsses against capital gains in
the computati<>n of CGT would have
significant negativc implications for
investors and the broadcr ccon()mv.
Under the current framervork,
taxpavers arc permittcd to deduct
capital l()sse s incurrcd in the same t'ear
or carrit'd fonvard from prcvious t'cars
whcn calculadng their (lGT liabiliw.
Illiminating this rclief rvould mcan
that invcstr>rs must pay OGT or-r gross
gains, regardlcss oi anv c()rrcsponding
losscs incurrcd rvithin the same tax
period or prior vears.

'f his change rvould disproportionatclv
affcct inYcstors and propern' owncrs
r>pcrating in highlv \.olatile marke ts
such as real cstatc and the stock
exchangc, whe rc asset values
Freguentlr' fluctuatc. \rX'ithout the
ability to oFfset losses, taxpavcrs
rvould fhce an increased and tlften
inequitablc tax burden, particularl)' in
cases rvhcrc thcir nct invcslmcnt
position is ncuual or negative. The
disincentive created bl such a rcgimc
cotrld srrpprcss invcsrncnt acti\i11, as

a\.crs mav bccomc more risk-t2\

Reicct the prcposalThe llill n()w prop()ses thc
dcletion of thc clausc.

The Income Tax ,\ct allorvs
a deduction F()r taxPavers t()
offset capital losses against
capital gains that arc
chargeable t() tax under
section 3(2)(Q of the Income
Tax .\ct. Thus, if a loss is

realised in a part.icular vear
when computing chargeablc
C(lT under paraLraph 5(2)
of rhc Ilightl-r schedule, that
loss can bc deducted onlv
against capital gains in thc
samc vcar. If full loss is not
used up, it can bc taken or
carried f-onvard to thc ncxt
t'e ar of income

(llause 8()(ii):
Disallorving I-oss
( )Ffsets in (-GT
Computation

Page 17 <tF 57
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ar-crsc, knowing that unsucccssful
\-enturcs will not rcce ive anr- tax rclicf-.

N{orcover, thc dcletion of the krss
, rffsct prt vision underrnincs a

fundamcntal principlc of fa-ir taxation:
taxing nct incomc or nct economic
gain. 'fax svstems that recognize onlv
gains rvhile disregarding losse s

intr<>ducc asvrmnctrv and distort thc
trcatmcnt of taxpat'crs. Such an

approach dcr-iatcs lrom establishcd
norms of cquitl an.l cfficicncv in
taxation, ultimate lt' wcakcning
invcst( )r confidcncc and potcr-rtia[[r'
hampcrirrg econ<.rrnic grcrvth.

Rcjcct thc proposal,
unlcss a balancc is
struck bcrwecn
safcguarding thc tax
basc and supporting
gcnuinc business
dcvclopmcnt.
Spe citicallr', thc Ili
should providc tlrr
irn cxte nsion of the
carrl- fclnvard pcri<ld
rvherc a taxpavcr can
suLrstantiatc, to thc
satisfaction of the
Comrnissioncr, that
thc failurc to utilizc
the losses rvithin 6r'c

This prorision has traditionallv
providcd flexibilitv frrr businesscs,
alk>wing thcm t() manage f-luctuations
in profitabiliw ()\.er time, particularlv
in capital-intensi\-e ()r cvclical
industrics.

Florvcver, the proposcd amcnclrncnt
seeks to introduce a fir.e-t'ear cap on
the carn'-i<rnvarcl period frrr suc[.r

losses. This rvill mcan that taxpar,'crs
rvill tx-rlv bc able to off-set losscs
agarnst f-ururc pr<>fits f()r up t() fivc
l-ears from thr: l'car in rvhich thc krss
was incurred. '\fter thc lapsc of this
period, an)- unutilizcd losses rvill
erpirc and rvill no l<>nger be avail:rblc

(llause 8(. ):
.\lkrrvablc
De duction ()n

I)cficits on Personal
I ncome frrr onlt'
lrivc Ycars

Section 15(4) of thc .\ct
ptx'ide s that rvhcre the
asccrtainmcnt of tl.rc total
incomc olta pcrsorr resr-rlts in
a deficit hrr a vear of incomc,
the amount oF that dctlcit
shall be an allorvablc
dedr"rctirrn in asccrtaining thc
total income of such pcrson
for that vear zrnd thc
succceding vears of incomc.

Thc llitl pr()p()ses tr> intnrduce
a 5-r'ear cap in rhc rcliancc- of
thc deduction.

Page 18 o[ 57
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to reduce taxable inc<>me in Future
years.

\While this proposal is intended to curb
potential abuse of the indefinite loss
carrv- frrrwatd prowision, whete some
entiries might perpetually report losses
to avoid taxation, it raises significant
concerns, particularl.v for businesses
with long gestadon periods or those
operating in capital-intensive sectors
such as manufacturing, infrastructure,
and energy. These industrics oftcn
take sevetal .vears before they become
profitable, and lirniting the carry-
f<rrward loss period may result in them
being unable to fullv recover their
inidal l<>sses. Conse<1uendy, such
entities may Face a higher effective tax
rate, which could discourage long-
tcrm investment and stifle growth.

Moreover, the imposition of a strict
five-1'ear lirnit rnay place unduc
pressurc on cmerging busincsses t<r

become proFrtable within a short
timeframe, potenrially leading t()
unsustainable financial practices or
underinvestment in strat wth

years was due to
legirirnatc
comrnercial or
econoruc
circurnstances

thetbeyond
control
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P()tential trea$disputes and
violations.
The propclscd amendments rcprescnt
a signiticant step t()ward enhancing
financial transparencv and cttrporate
accountabilirr', particularh' with
rcspcct t( ) NIN [1 groups ( )pcraring in
Kcnva. Thc repeal o[ Section 9 of the
L-rcome Tax .'\ct and the introduction
oFprovisions requiring thc designation
of a constitucnt cntin' rvithin an NIN Il
gr()up to file Country-bv-(-ountry
Rcports (CbCR) krcallr', irrcspcctivc oF
thc jurisdiction in rvhich the uldmate
parcnt cntifv is rcsidcnt.

This refonn aligns rvith llenva's
ot;ligatir>ns undcr thc ( )ECD/G20
Inclusivc Framervork on llase llrosion
and Profit Shifiir-rg (llEPS), to rvhich
Kcny'a is a signatorr'. Specificalh, ir
rcflects thc implcmcntation o[ BI]PS
r\ction 13, rvhich mandate s that large
NINEs (opicalll' with consolidurted
gr()up revcnue above EUR 750
rnillion) file dctailed CbCRs outlining
the allocation of income, taxes paid,
and othcr econ<lrnic indicators across
thc jurisdicrions in rvhich thet' operate.
The objcctivc is to givc tax authorities
greatcr visibilirl into the gkrbal

Ackrpt the proposal'lhc Bill pr()p()ses the removal
t ri r hc dcsigmlti, rn olt a

sufr()gatc parent entitY and
rathcr provides that such
multinational entcrprise groups
shall dcsignate a c()nstituent
entitv that witl filc a countn-bv
c()untfv reP()rt and nofif,t' thc
Comrnissiclncr bv thc last date
of thc rcporting financial i'car,rf
that group in for prescribcd br
the Cornmissione r.

It furtl-rcr pr()poscs thc delcuon
of section 9 rvhich providcd for
rvhcn a surr()gatc parent cntir\'
rvould bc rcquircd to hle the
c()untn' t() c()unu)' feP()rts

Se ction 1UD(8) and (9) of
thc Inc<;mc Tax recluires that
rvhere thcre is mote than
one constituent entiq' ()r the
same multinational
cnterprisc grotrp resi.lcnt in
Kcnva, rhc multinational
cnterprisc group ma,v

dcsignate onc of such
c()nstituenr entities as 

^surr()gate Parent entin'.

The surrogatc enti6' vide
subscction 9 rvould not bc
rcquired to file a counh'-b\-
c()unrn' rcport rvith thc
(lornmissioncr with respcct
r() the rep()rt o[ the flnar-rcial

vear of the ijr()up if;

The ultimatc parent cntitv ls
obligarcd ro fi[c the rcp( )rt in
its jurisdiction o[ tax
rcsidcncc

'f he jurisdiction in rvhich thc
ulrirnate parcnt cntit v is
rcsidcnt f<rr purposcs has aI-r

international eemcnt and

(llause 11: Filing of
Countrl-br'-Countrl'
Rcport, N(aster Filc
and L-ocal Fi-le
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operations of MNEs and to curb
proFrt-shifting practices that expl<>it

rnismatches between domestic tax
svstems.

By requiring the local Frling of CbCR,
cven when the parent enriq' is
domiciled outside Kenya, the
amendment ensures that I(RA has

direct access to criticai financial data
f<rr tax risk assessment for minimum
t()p up tax and transfer pricing
oversight. This not only sucngthens
Kenya's capacity to enF<rrce its
domestic tax laws morc cffccrivelv but
also enhances cooperation and
information exchange in accordance
with internadonal best pracdces.

Funhermore, these measures are
anticipared to dercr agl4ressive tax
planning strategics and foster a furer
tax environment by compelling I\{N Es
to disclose economic substance and
profi t allocation more transparendy.

a competent auth()riry
agreement in force

The Comrnissioner has

notiFred the resident
constituent enriry in Kenl'a
of a systemic failure if any

The proposal to operationalize APAs
marks a notable adr-ancemcnt in
Kenya's transFer pricing regime and
reflecrs the countn's growing
alignment with international tax

a mechanismstandards. By'pro

Adopt the proposal
and require the
National Treasury
and KRA to provide
a clear mechanism
For transparency and

The Bill pr()poses the following
clausc with regards to advance
pricing agreement vrhich
include:

Clause 12: Advance
Pricing Alyeement
(APA)
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lrrom a public intcrest perspccrir,c, thc
mcasure promotes tiirncss and
accountabilitv bv ensuring that foreign
shipping companies contribute their
fair share to thc nati<>nal tax base,

consistent with the principles oI c<1uiq'

and sourcc-bascd taxation. It alscr

strengthens the cnfr>rcement ()f tax
<lbligations in sectors rvherc
compliance has historicallr been
diFficult to monitor.

Whilc it ma'r' re sult in a marginal
increasc in thc cost ()f shipping
scn-iccs, given that shipping
companies mav attempr to pass on the
tax burden t() irnporters or cxp()rters,
this impact is not cxpcctcd to be
signif-icant. Nlorcover, such
compliancc c()sts are justifiable in light
of thc broader objective ot- creadng a
transparcnt and cquitable tax svstem.
Jir rninimizc adr-erse cffects, it rvould
be prudent for the Lovcrnmcnt t()
cngagc stakeholders and cxplore
transitional mechanisms that smooth
implcmentation and protect small-
scale traders.

.\dopt thc proposal;
howcvcr, thcrc is a

necd t() considcr

'f he proposcd arnendment rcquires
that, Prir)r to the c()mputati<>n of
P.\YE, emplorcrs must first applv all

'I'he llill norv proposes thar an
crrrplover shall, bcforc
computing the tax dcductible in

Clause 77
Rcquirement
Emplot'er

(^)
bv
t()
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m()rc reliefs and
rclaxation ()f sect( )r-
spccif-ic deductions
that can bc $r'en tt>

ensurc thal the
e rnpk)vecs take
much rnorc net
incomc homc.

relcvant deductions, relicfs, and
cxcmpti()ns as pr()\'ided tirr undcr thc
Incomc Tax .,\ct. This procedural shill
is intcnded to cnsurc that cmpl()\'ecs
reccivc the full be nef-rt of available tax
relicFs upFront, thercbv moclcstlv
incrcasing their net (takc-home) pa,v.

While this measure is a stcp in the right
dirt'ction torvarcl improving
e mplo)'ee s' disposable incomc, the
actual financial impact rrlav be
rnarginal and rnav not significanth'
alleviatc thc l;roadcr cost-of-lir-ing
prcssurcs thced bv most rv()rke rs.

To meaningFullv improve e mpkx'ec
welfare and purchasing pou/er, morc
rarge tcd and substantir c reti rrms arc
necded. Thcse mav include expar-rding
thc scope ar-rd thrcsl-rolds of exisring
relicfi, rcducing thc ratcs of scctor-
specific dcductions (e.g., afhrclablc
housing lcvv and social hcalth
insurancc), or revisit-tg tax l>ands to
reflect currcnt econornic realities.
;\ccorcling to thc NITRS, it rvas to bc
conducted in this financial car

rcspcct of pa\.ment ()f
ern()lumcnts shall grant an
cmplorec all applicable
dcductions, relicfs ancl

cxernpti()rls p(x-ided in thc Act

(iomputc
deductions, rclic[s
and excmpti()ns
providcd as tax
deductibles

This re moves thc rcquircmcnt of
including rvithin thc sclf-asscssrnent
and return of income of a compant,
thc corrrpcnsating tax rcrluired to bc
paid. .\s prcviouslv argucd in prcvious

Rc jcct thc proposal'l'hc Ilill pr()p()scs that cr-en'
c()mpanv liablc to tax undcr the
.,\ct shall include rvithin thc selfl
Asscssmcnl and rct urn < ,i
income, an asse ssment and

Scction 52Il(4) of the
Income 'I'ax .\cr providcs
that everv companv liable t<r

tax shall include rvithin its
sclF-assessment and rt:turn

Scction 79:
Rcturn rvith
Asscssmcnt

l;inal
Sell-
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incorporated person oF the
persons, of the petsons with
shareholding of TOoh or
more of the issued share
capital;

a nominee ownership to
disclose the beneFrcial owner
of the sharcholding;

a [ust, full identity and
address of trustees, settlors
and beneficiaries oF the
tnrst;

a partnership, the idendry
and address of all partners or
cessadon or sale of business,

all relevant informadon
regarding li<luidation or
details oF new ownershi

The deletion of Section 131 would
eliminatc the current exemption from
stamp durl on securities and property
transFers involving thc Commissioner,
therebv subjecting such transactions
to standard stamp duty charp;es. This
change could increase the cr>st of ta-x

enfc.rrcement actions, such as when
I(R\ secures or transfers properrf in
the course of recovering tax debts, For
taxpayers, it may raise c<>mpliance

Re ject the proposalThe Bill proposes to repcal
sectl()n

Section 131 provides for
exempdons from stamp
dury For any securitl' over
properry, m<>vable ot
irnmor.able, and all transfcrs
of such properry in favour of
or by the comrnissioner.

Clause
Exemption
stamp dut-v

25(a):
frr.rm
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I l,l. t< PA
rvith intcrnati()nirl [>cst practiccs br
t rcatirrg divirlcnd inc, rmc as passivc
incomc subjcct to final rvitl-rholding.

f<rllorving proliso imrncdiatell
alicr item (iii): "l)rovidcd that
the tax paid undcr this
paragraph is a fin:rl tax.

Re icct the proposal This rcduction implie s 2l m( )re

thvourablc tax cnvironrr-rcnt firr
individuals :rnd busincsscs cngagcd in
digital asset transncti()ns, such as

cn'pt()currencics ()r Non-firngible
tokcns QrJl:Ts). 'l'hc lowcr ratc ma\'
cncourallc iarcater participation in thc
digital econorn\', pr()m()tc cotnpliance
bv reducing thc tax br.rrdcn, and
pote ntiallv stj.mulate innovation ar-rd

inye strncnt ir-r cligital irsse ts. I-L rrvcvcr,
it could also lcad t() a sh()rt-tcnrl
rcduction in gor-crnme nt rc\-cr1uc

from this tax s()urcc. In thc midst ot-
fiscal constraints, thc g()\'ernme nt
should bc lirniting p()tential sourccs of
domcsLic rcver)uc nrt.rbilisation such as

rvithh<-rldrn tax on cli tal irsscts

(llausc 28(d):
rcduction r >f thc
digital asset tax

paragraph 13 pnxides that
rhc r:ttt of tax in rcspcct {rf
digital asset tax shall be thrce
pcr ccnt ()f thc transf-er or
cxchange value oF the digital
,ls sct.

The bitl rhcrcfirre pr()p()ses t()
rcducc thc l)igital .\ssets Tax
rate f rom 3(' u to 1 .5"',r

"tax invoicc" incltrdcs an

electronic tax inrrricc issucd in
accordancc rvitlr section 23r\ oi
thc 'fax Prrcedurcs .\ct.

\ckrpt the proposal The amenclmcnt see ks to :rlign the
dcf-rnition of a 'tax invoicc' rvirh Tax
Proccdurcs -\cr

(llausc 3O- Section 2:

Dcf-rnition of ta\
invoice

Nerv deflnition
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I l,l. KE
YAT liabilitv, and havc thc option oF
applf ing frrr cxccss crcdits. This will
take us back to whcre some taxpayers
rvere in a pcrpetual rcfunds position
rvith no recourse-

the registered petson k;dgcs
thc claim fbr the refund of
the exce ss tax within twcnt)'-
four months from thc datc
thc tax becomcs duc and
pa1'ablc-

the registcrcd pcrson lodgcs thc
clarrn for retund ot- the excess
tax within rwclve rnonths lrom
thc datc the tax becornes duc
and pavablc;

Adopt thc proposal This ame ndme nt harmonizcs the
application period tor tax refund with
the Tax Procedures Act-

Delete 5 (e) \dopt the proposal

The pror.ision is ncr

longer applicable in
light of the
amendment
inroduced bv the
Tax Larv
(Amendment) r\ct,
2021.

The subsection makes reference to
section 8 that has since been deleted.

The provision aLkrrvcd manufacrurers
to deduct input tax with respect to
taxable supplics made to an official aid
funded project.

Such excess arises from
input tax under subsection
(8),

Provided that a registcrcd
person rvho, since the
cummcnccmcnt of
subscction (8) but bchrrc thc
ct)mmcnc(me nt of this
provision, has a crcdit
adsing frorrr input tax undet
subsection (8) mav appl.v f<rr

the refund of cxcess tax
within nvclr.e months frorn
1st l:uJy 2022;
\X/here a registered petson
has rnade a supply and has

accounted t-or and paid tax
on that supplv but has not

in paragraph (a), by deleting the
rvords "three years" and

'\dopt thc proposal
as a shortcr
time frame [or \',\T
refunds on bad debts

The Biil proposes to reduce thc
tirnelnc within which taxpavcrs
should apply for refund of \';\T paid
iF thc taxpavcr has not received

Clause 33: ReFund
of tax on bad debts

Page 3'7 of 57





F-
ro

6
O

..=
C-C U !i
c lJ i€! :.. :r ".

?E:t-
-= 't '' ;

?, 4 !,-o
^ 

J 4a)

! 47 )
t=t!

:1 :l .
Y 2 e-

ua+ a

c- ?,
ad- i,)

OO
>. -c
c-la
u.F,a<

U I':1

)i da

a'6'
eii

tl!

<, a >,

u((d'c,>
a,' ,
r.'&-

iv4.
tlu

= a,a )

E 4. l- 4.

i>)4 ,2 {

t
c

c.

OJ

-r-,
:JI, 'r, >,

>,!E

-*-cy'. i

!-1,/!_.c

fqi
C,i-

l..!,:

E_ e..ii

a=*e:?.9Eii ! =-c'i l C a
'!.; Z " "^:?iv;.a=Vuiuthip--ar,2y'(i;,ziu;
Erlr,;2'zE
!;. .2 s l S'i: t !"-A;!* Lt E
u, L-2 .) - l) 

= 
\

I ji! E r !:l-? c - I 7 a- 
^,\-,7.ti.ai6r-_3 -: -(! z.l, , 7u-aF Lr i

5I I'r ij'!+:2
.: !,L,=.i - a

; i E, -T:5 XFF E i- 9".:FJ'
,J, ) - 

\- 
-,1

L-L'r.d-,,
^a=\rJ-4s3 u - E

-(gL-I cd 3 c-
'- 7:;; t- 'J

F ) , Ei 2 
=.; - d c--Y7;.*3r?.?,8

;> !
C. ICtr

))=

i E U..:

U

tr

\ t-. '- .-t

! t.= t)c !' 'c )

?. 18i
F d U'7'

aL! >.>.aLl

. J,;),
^h!d^

='1 
'j.; i)

(< 
^r! /
! u t--,r ,/
l.a4-a ?
'!i, 

=>; 2

E r l'.E E,..1'.=r_.,1'

E5 H E > D5

E.J i9!

'lurJ
,o

!^
FU t) /'

D./ Y

!

G
I(!

:.)

!J
U

j u !=

1!,3

F " 
Nl

a.n
C.r,t
:'- I 

=^
! y-r !
c-.t- z !

Jt_
d t,1 i.)

Er-C "UUU

, -c-> e

alt

! ) >.
a'a-,-1 

-lEs
(E= 

^tr>c.

C( c -!.
u " ;.. C
'irt=F

ti

I

,C
U
1)

,>'E^

_.+=aF.E€ai 14 c-a c,
-.6 u E L.i

:.i Xra,
!^=,1--iJd
! > ) -=. jJ
! t !. Y ,. !
* t L'i 3 d=
; L-7 - c- ='j
' g ! ". > I

-E( -t!v !.t ! -: ( g i9:uc.=";=

=:t,(( 
rr ! :, !r'; N E e,2+E ).

c-

o-

I
z

!;.-7='iil2e',
-.,---^cLJJ!\a.J'--t-

. d r'1 j: != ^,:n c!

= 
O-I.] -/ rr .J :'=

E:G=;I -r=!!--.J 1.c u:'dz :F.5.; h X'r ts-.= ! i...
i'- ..- >. ". \ t : ij
(l : (! ij [ ! r .- ! v L u.o;Ef €-z.i. -,if,
iit''lriEiF-P.;r t-,! :J! .!-!=C i 5p.)4iF..re.-ili

-tPL

I

(i

'fY

\ :'r ii c-

tsu(.,,, ^iz

,X I - ii4L4"
;E: d

ut at

0.

{il

),

(





o .Y

/a

|:^:
!cl
l!Z42.=
i :t '--

bud
P>

.:U
/l!

I t \) 't, I
d t- t) ,tt
!!aU

.q(r:(n9-
?. r'; a - il
rr r d.! ! g

l!F:qui
-r: r ( ! c
'i.,, :i -a 9- C
! i : ., u-i!-ia
1) * 1 >, e i
-c. ) 7= ,=

.c .r- r,v ^
N |rr O2'
L Y, ? *"a 2
iuP -,u | 

^
\) 'a .; ; I 7
t;1 u!./cq
! t-- t t ^ ",)

:-'/.d!-l
'2 L 'i C-'A t

rfu

N --c
r?-,
7c2..
C ti 'i
tJ-= 1) -t )'a '-
"ruU
<nr,

7,' L 1) t)

!<(!.1!(l"YaE,,
! d dq 

=

-Qi!d
.t!!f,
j'a'Jzia*

:2-tr(.J?rj

^ n tr C--
:, u| ).?.c; - -

=\, 
p !.; C-

ri Y'.iq F t

'=.OZ'! Z nu d 1, c( ;.i ,!c> :.
'- ,!. a a) .- ,,c vti ! a

^ vrr; 
^

5
cc

50 i.
:J

*tr
tn

>LJJ
:.: ^;i!^YY

t -a u'O
LIJ u)\l
2 i. 'i 'a 'i .2

A
c.
u

A

c.

u

c.

J,= 2.=i ! t:
a i:4 1

;!=
t!'J /

t +/ X
rj .= aa , ^..

e ?, l./
>,r a'; ri

'td

-g(t !

& l.E l-
- ! at

i:- L!
i r. r.'

.=rr!,

-!

t-
U .'l
ar'c.^

-!-: ! .:

l-p-

4ir!?€;':3 9 ? .9 N C- .r, :.t

i.E f ( *: U E;
) \ a-." i :t ( t it ),ri 14;€ F

t)-a-'a!;c(.1
l .: I ! - n .h A 7
. ;.: J-a 

- 
! < X

5 E> ""5t a: i
. a I : .l Y^ -: c

. .r r .sl *!, 4^ a

?'ti+E5-ig5iriit?:7=: I C > ", X : b 3

.!*27?141.2

9tr Sl ryd.s
'(!=-e.--(,);r: Y., c.-:.vY t i., : c(

- x; >.2 >
_r-.:!aJ(t(.-. t l)- <-

e? a: t.: ,=

2*"rEiZi! F r- F U a

. r. ii &-ii: =!i'I o, br. u Y tr L
< E--b e C U g

iilo)

"<i
): :c F*cc L

<.;

).)

c
,Ja

U
l..ri)

l:.. = C!.J
^ i C .t v 

^,X lJ.-, !' -=

E € . .! 2i >
rri"!i'r, lt,=a ar.n,t , 3 *'< *tx (l'a -, 1.,

i.--l=l!Fu ? t 9'- a..a!2.ac:f:E>
6 ;: , : ,) 

^ 
, 

=.= .t -, !) - 91J \.)

.ft E g E"= tBsF C- ! .: .d d n A

.2 1

9l

a^ 'u

Q c,t

..i "!
U

v,

U,t=
1d r-oJ-- C (t

"tr3:
CIti

! ! E-b +
e 9 / tr'r
liLE€

l-La . ur ri ::.-C.1'-u I !.' I
N: -/ q,,/

:'i ,, N

v\?ea

v

{

tGI

)

F-ro

o
o\
(?)

O

(





F-ro

t

A

ts"" 4
-.i!!

l. .=, x..
-u
*! ^

: o-i

,t -- a
(tuu
-E !

.=!c>

L; t c

( iE,a ?: ?: *1? 2
- J J - .< - rd r o - 

,.

Ez+ " " 
" +;.'g*i;li : a3 5' Eiuis :lz2 i

3z:€-z37le:'iEE. = .. ': 4 : i'.i " q ; i E: h X": 2'. iA -
E i F; fir-{+E iTE g

50!ti

U ! u-C
T E.g 5
.EE &

oE-;
!!t

n\i t

!LlC?ba--C - ! C

,'^1

'Oq o-*u>au

=U U \. ra
L O ;/i 'F ;,i- qJ uL:

f(q
_...1 !r ((

idZc
tdl^'-:.rlFEXriF
X';'i u v.J i

,^ ),; ?r \- tiJ C-'a -- 1;

as )_

F.; =
i: l. d

>. -! 't.

:-/) rn (i

il u ool IY _C. C., a
.: c-) >.

eJ.i(!5 , f : S
ta, 

=\)r! - Y"a

" u E" !
9r,^!,Cy1-2;! bUYiUE
^ 

U Lr U '=
rag |, lr rt -rt c q tr C'(E - ^(! * rrr
t- (t u J (lqj

-doca^i
c-q:+ ( (.,(r - ,F E a I

U ! n= ,!.)
-5qi Q: C

: *; ;G u - S t=.t t) ! ! r
!-c99d
:^li\!.r

?Lr f, . .:

.1 .a H .r ,i .r

l'i c, tl c
f; U 3J:3

X(ltrrr

.: ri ci

..,Y

iEc.

{fi

lr

I(





^l-y s,,
t<

q
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I llF PA
oiJ or rnining prospecring or
exploration

Specialized equipment for
the development and
generation of solar and wind
energy

Discs, tapes, solid-state non-
volatile storal4e devices,
"smartcards" and othcr
rnedia fot the recording of
sound

Weighing rnachinery
(excluding balances of a

sensitiviry oF 5 cg or better),
oF tariff number 8.+23.10.00
putchased or irnported by
registered hospitals

Inputs and ravz materials
used in the manufacture of
passenger motor vehicles

Locallv Manufacrured
passenger motor vehicles

Clause 36:
Exemption of
Packaging materials
for tea and coffee

New provision The bi-ll proposcs exemption of
packaging materials for tea and
coffee upon recomrncn.ladon
by the Cabinet Secretary f()r
matters relating to agriculrure.

\X/hile welcome,
Kenya needs 

^framework to guide
introduction of tax
incentiwes.

The provision is airned at reducing the
cost of processed tea and co[fee to
improve its competitiveness within
the international market and cheaper
Iocally.
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Clause 37:
Reclassificarion
From zero-rated to
exempt

The bclow items
previouslv zero-rated

Inputs or raw materials
supplied to pharmaceutical
rnanufacturers

Transpclrtation of sugar

The supply of electric
bicycles.

The supply oF motorcyclcs
of tariff heading 8711.60.00.

The supply of solar and
lithium ion batteries.

The supply of electric buses
of tariff heading 87.02.

Inputs or raw materials
Iocally purchased or
irnported fcrr the
rnanufacture of animal Fecds

\vere

c2ne

of locally
and

mobile

The supplv
assernbled
manuFactured
phones

The bill proposes that the rtems
bc exemptcd.

We recognize the need to reduce tax
expendirures and therefore, we a€fee
these items should be vatable at I 6
percent especially because businesses
do not ttansfer the beneFrt <lf these
exemptions to Frna.l consumers.

In addition, a stable tax enrironment
of more critica.l in protecting Kenya's
aviation sect()r than giving tax
incentives
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Bi<>ethanol vapour (BE\)
stoves classified under HS
Co,Je 7321.12.00

Excise Duw Act
The exisring definition of
"digital lender" includcs
ptrrs( )ns pror iding credit r ie
digital platforms but lacks
expLicit cxclusions for
regulatcd financial
institutions, leading to
ambiguirl,.

No def-inition of "digital
rnarketplace" exists, Iirniring
the Act's abilitt' to tax e-
commefce platforms
explicitlv.

Goods classification is bascd
un rariff codcs, but rhcrc is
no cxplicit rcference to EAC
prr>tocols, causi.ng pote ntial

The dcfinitions havc bcen
updatcd together rvith a ncw
subsection.

"Digital le nder": Redefined to
mean a person extending ctedit
Yia electronic means, excluding
banks (Banking Act), Sacc<r

soc ieties (Co-operative
Societies Act), or microfinance
institutions (Nfi crofi nance r\ct).

"Digital marketplace": New
definition as an online platf<rrm
enabling uscrs to scll goods or
sen'ices.

Nerv Subsection (3): Goods
classification to usc tadff codes
from ,\nnex I of the East

r\dopt thc proposal The Bill rcviscs thc definition of
"digital lender" to exclude licensed
banks, S,\CCC)s, and rni.crofinance
institutions, clarifving the tax
obligarions fot elccttonic credit
providers.

The definition of a digital marketplace
aligns with the definition provided or
in the \'-{T ,'\ct and reinf<rrces the
Government's brrader strategy t() tax
the digital and platlorm cconoml'
consistendv acr()ss tax statutcs.
Flarrnonization wlth the EAC tarifF
classification establ-ishes a legal link
between Kenya's excise dufi' structure
and the Ilr\C Comrnon External
Tariff (CET) framervork. This ensutes
that the same product classification
criteria used for custorns and import
dutics als,, applv tc, excisc tarcs,

Clause 38:
Arnendment of
Section 2.

@efinition of 
^digital lender)
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rnisalignment rvith regional
standards.

African Comrnunirl' @AC)
Customs Union Ptotocol, with
inte rpretation per the Annex's
rules.

therebv cnhancing consistency and
transparcnc) in tax adrninisuation.

The Finance Bill, 2025
proposes an arnendment by
deleting the words "digital
platform" and replacing it rvith
"over the interner, an elcctronic
network, or through a digital
marketplace."

Adopt the proposal The proposition expands the scope of
taxable senices that are offered by
non- residents to include all elecuonic
transactions, not lirnited to specific
platforrns.

I lowever, the terms e/ectmnic nehtorks
and businett ouer the intemel are r,ot
defined in the Bi-[, Ieaving their scope
dangerously vague. This taises
constirudonal issues under Article 210,
which requires tax laws to be cleat,
certain, and predictable. The absence
of definitions could lead to overreach,
where even incidental or rninimal
online activiry is deemed taxable. It
also exposes the provision to legal
challenges and makes it difficult for
businesses, especially non-resident
ones, to assess whether and how the
tax applies to them.

Clause 39:
Expansion of scope
of services offered
b1, a non- resident.

Section 5(1) of the Act
stipulates that excisable
services provided in Kenya
by a non-resident through a

digitai platform are subject
t.) t2x.
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vcrit'ication pr()cess
bcfrrre granting relief
t() ensurc the
rccipient's
compliance
confirmed.

tax
is

liabilin' frrr pcnalties or interest
related to the failure.

This provision created it

strict liabilin' regimc rvith n<r

rcom lor e<luitablc relicf,
cvcn in cases oF honcst
rnistakcs.

;\dopt thc proposal Thc proposcd provision seeks tt>

cxcmpt the Comrnissioncr's
nodfication from stamp dut.v at thc
pr>int oF its rcgisuation and also grants
stamp dun' cxe mption on the transf er
oF the prope rn' rvhere it is disposcd of
bt' the Cornmissioner tirlk>wing thcir
Failure to pav the tax liabilin'.

The amcndment introduccs nvc>

kcv changes:

It expands subscction (2) to
cxcrnpt sramp dutv on
registering the Commissiclner's
notiFrcation.

It teplaccs the plrr-iso rn
subsection (5) with nv() parts:
(a) confirms that thc agreed
plan must bc complctcd befcrre
the notification is lifted, and (b)
cxempts the transfcr of- the
restrained propertv f rom stamp
duw.

Scction -+0 allorvs the
Commissioner to registcr a

securifi' over il taxpavcr's

Pr()Pern f-or unpaid taxes
and restrict its disposal.
( )nce thc tax remains
unpaid for rw() m()nths, thc
Comrnissioncr may aucti()n
or dispose of the propertr'.
.\ pror-iso undcr subsection
(5) alkrrve d thc
(lommissioner to Iift the
n()tificadon up()n settlemcnt
r>f thc liabilin through an
agre cd pavment plan-but
did not addrcss stamp dutr'
obligations.

(llause 4(r - Stamp
Duo Relief on Tax
Securiry

\d<>pt thc prr >posal 'l'hc arncndment to Scction ,12 has

signif-icant implications: positivelv, it
The arncnded Section .12 retains
all enfrlrcement powcrs granted

Thc original Scction .12 of
thc Tax Pr<lccdures ,'\ct

(llausc 47 - inclusion
non-resident
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It required the
Comrnissioner to process
such appLications within 90
davs, or 120 days if an audit
was conducted, after which
the application would be
deemed approved.
It promoted taxpayer rights
by setting statutoq'
deadlines t() prevent
indefinite delay and ensured
refunds were not subject tr.r

bureaucratic abuse.

Extend the Comrnissioner's
decision period from 90 to 120
davs fi rr non-audited cases.

Extend the audit resolutton
period from 120 to 180 days
before an application is deemed
approved.

tirnelines increase taxpayer
uncertainry-, weaken business
planning, and underrnine the principle
of timelv rcdress.

Clause 51

Clarifl.ing Timelines
For ()bjcction
Decision after Late
Ob jecrion Approval

r\ taxpayer has 30 days t<r

krdge a notice oF objection
after a tax decision.

r\ latc objection may be
permitted by the
Comrnissioner undcr
subsection (7) for good
cause (..g., sickness,
absencc).

The Comrnissioner must
noti[y the taxpayer of that
decision within 14 days
under subsection flA).

cuffentUnder the
framework:

Clause 51 proposal adds a new
subsecrion (78):

'lt/here the Comrnissit>ner has

allowed the application for late
objection and the objection has
been validly krdged, the period
within rvhich the Commissioner
ma1' makc an objecuon decision
shall be computecl on the day
the objection is lodged."

:\dopt the proposal The amendment provide s clariw on
how to compute the 60-day window in
cases where late obiections ate allowed
has been uncleat, potentially causing
administradvc confusion or
unfairness.
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Clause 53 proposcs that Secuon
66(1) (a) (iii) be de le te d.

;\dclpt
arrrrndmcnt

It does n()t alter
substantivc taxpaver
rights or obligations.

thc The proposed arncndmcnt is a lecltnirul
ch'an-rp intcn<lcd to align section (16

rvith thc current lcgislative framc.,vork
bt' rcmoving a rcference tr> a rcpealrd
provision. Sincc sectiorl 69 rvas
rcpealcd br- the Finance .\ct, 2020,
rctaining a gr()und f<rr refusal bascd on
rulings under it is outdated and hgallv
redundant. The amcnclmcnt cnsures
lcgal clari$' and eliminates obsolete
languagc from thc statute-

Clause 53- Dcletion
of Scction
6r,(1)(a)(i$.

(lurrentlr', the
(lommissioncr mav refusc a

privatc ruling if the mattcr
has alreadt' been addressed
in a ruling publishcd under
section 69.

Re lect thc proposcd
dcletion.

Section 17 (2) pl':.l's a

cridcal rolc in
ensuring that rime
computadon firr
dispute rcsolution is

fair and c()nsistcnt
rvith constitutional
and administrative
larv standards.
Instcad, thc
pnrvision should be
rctaincd.

This proposcd delction reduces the
number of daYs availablc t() a taxpavcr,
espcciallv in instanccs rvhcrc thc
rcsp()nse or appcal periods arc alreadv
tight (e .g., 3O dals under sections 51

and 52).

Scction 77(2) provides that
whcn computing the
timclincs for lodging tax
disputcs-whethcr
objcctions to the
Comrnissioncr or appcals tc.r

the Tax .'\ppeals 'l'ribunal,
Fligh Court, or (-ourt of
r\ppeal-Saturdat's,
Sunda1,s, and Public h<>lidavs
are excludcd.

(llause 5-1 proposcs that Sectron
7112) bc dclcrcd. shortlv aftcr its
amendme nt t( ) cxcluclc
Saturdavs, Sundavs and public
holidavs.

Clause 5.1 - Dcletion
r>f Scction 71(2) c,f
the Tax Procedures
,\ct

(llausc 55 secks to insert the
words "Fails to submit a tax
rcrurn r>r" immediatcly aflcr thc
rvords "person who".

Adopt the
amendment rvith
modifications. A
clarifving provision
sh<;uld be addcd tc>

spe ci fr':

This amcndmcnt expands the scope r>f

Srct.ion 83(l) to also pcnalizc a pcrs()n
lrh<> contp/e/e/1, /ii/s t<t subrnit a tax
rcturn, n()t just those rvho filc late.
V,trile non-subrnission is alreadv an
offencc under Scction 94 of the .\ct ,

this amcndmcnt brings that iniraction

Clausc 55
Expanding
r\drninistradvc
Pcnalties

Section 83(1) onlv irnpose s

penaltics on a person who
submits a tax rcturn alier rhe
duc datc.
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maintenancc, subject to
recomrnendation by the
competent civil aviation
authoritv.

lVhile lowering of
the Export and
Investment
promotion l-el.t' ratc
is welcome; thc
government should
also mclnitor local
availabiliry of these
products and adjust
the rate uprvards
once the local
market is able to
meet the local
dernand.

Being intermediary products, lowering
the Export and Investment
Pr<>motion I-er1 will lower the cost of
producrion of final products.

Previously under the Third
schedule the follo'ving
products attfacted an export
and investment promotion
lerry rate of 17.59lo of the
custom valuc:

Part A: Semi-finished
products of iron of non-
alloy steel containing, by
weight, <0.25o/o of carbon;
of rectangular (including
square) cross-secti<ln, the
width measuring less than
rwice thc thickness

Part B: Bars and rods of iron
or non-alloy steel, hot-
rolled, in irregularly wound
coils of circular cross-
section measuring less than
14mm in diameter of cross
section measuring less than
8 mm @oth ^r 

17.5 oA

Part C: Bars and rr>ds of iron
or non-alloy steel, hot-rolled

This bill sceks to reduce this
rate from 17 .5oh t<> 7oo/o.

Clause 59(a)(tr)(c):
Export and
Investrrrent
promotion Levy-
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\SIIIBRITISH CHAMBER
_-OF COMMERCEzl-xewe

BCCKMEMORANDUM ON FINANCE BILL2O2S NATIONALASSEMBELY BILL NO.I9 OF 2025)

No Clause Current Proposed

Amendment

Reasons/Justification for
Proposed Amendment

Expected Outcome of
the Change (s)

I Clause 8 (b) (ii)

Delete Section

l5(3) (0 ofthe
Income Tax

Act

Provision allows

capital losses on

disposal ofproperty
to be offset against

capital gains from
disposal of another

property in the same

year of income or to

carry forward the loss

to subsequent years

of income. The Bill
is seeking to repeal

this provision

Delete this proposal

OR
Amend the proposal

to allow for
offsetting with an

additional provision

enabling the

Commissioner to

assess and determine

if the amount of
capital losses on

disposal ofproperty
deducted against

capital gains from
disposal of another

property are just and

reasonable thus

allowable.

Disallowing capital losses to

be offset against capital gains

will discourage risk-taking
by investors as they will be

unable to recoup their losses.

This will result in a lower
level of property investment
within the country thus

slowing the rate of
development.

If the Govemment has

concerns surrounding the

losses being claimed, a

provision for the

Commissioner to assess and

determine the claims could

alleviate this concern.

Sustained

investment in
property required to

drive economic
growth and

development

2 Clause 8 (c)

Amend
Section l5(4)
of the Income

Provision allows for
the carry- forward of
losses as a deductible
for an indefinite time

Delete this proposal

OR
Amend the proposal

to allow businesses

to apply for an

Businesses undertaking
substantial capital
expenditure may be

negatively affected,

especially in situations where

Encourage large-

scale investments

with a payback

period ofover 5

years.



\S!IIBRITISH CHAMBER
_-OFCOMMERCE
7Z,I,-KENY^

No. Clause Current Proposed
Amendment

Reasons/Justilication for
Proposed Amendment

Expected Outcome of
the Change (s)

Tax Act by
including a 5-
year cap

The Bill proposes to
introduce a S-year
limit on

deductibility of tax
losses.

extension of time in
utilization of tax

losses beyond 5
years.

the business does not
generate profitability as

quickly and require a longer
period to utilize the tax

losses incurred.

There is a need to provide
room for such businesses to
apply for an extension of
time to utilize the tax losses,

3

Delete

subparagraph
(1A) in the
Second

Schedule of
the Income
Tax Act

Clause 27(a) The Income Tax Act
provides an incentive

for 100% on

cumulative

investments done

with respect to

hotel buildings,

buildings used for
manufacfure and

machinery used for
manufacture outside

Nairobi and

Mombasa (where

cumulative

investment value in

three preceding years

exceeds 3 billion and

investment value

Delete this proposal The removal of this incentive
will discourage significant
capital investments in areas

outside Nairobi and

Mombasa counties in
anticipation of recovering the

cost in the first year from a
tax perspective.

Further, it will slow
investments in SEZs which
are currently being promoted
by the Government.
These frequent changes

should be avoided to provide
a stable tax policy regime for
investors and decision-
making.

Encourage

investment in

counties outside

Nairobi and

Mombasa thus

promoting

development in

other regions.

Sustained

investment in SEZs
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No. Clause Current Proposed

Amendment

Reasons/Justification for
Proposed Amendment

Expected Outcome of
the Change (s)

exceeds trvo hundred

and fifty million
shillings in that year

of income) or within
the special economic

zone. The Bill seeks

to delete this
provision.

4 Clause 52

Delete

subsection
(18) of Section

59A of the Tax

Procedures

Act

Currently, the Tax

Procedures Act
provides for limits in
the data required to

be integrated and

shared with the

Commissioner,
including data related

to trade secrets and

private or personal

data held on behalf of
customers. The Bill
seeks to remove this
limitation.

Delete this proposal

A clear framework

ensuring compliance

with the Data

Protection Act needs

to be put in place by
KRA before

requiring trade

secrets and personal

data information to

be integrated into the

electronic tax

management system.

The proposal poses data
protection and security risks
on business information that
may contain personal data of
clients. With no clarity on the

measures which will be put

in place by KRA to ensure

conformity to the Data

Protection Act, taxpayer trust
could be eroded.

There is need for KRA to
provide a clear framework
and mechanism indicating
how they will comply with
the provisions of the Data
Protection Act should they
integrate data on trade

secrets and private date

With a clear
framework on how

KRA will secure the

data that is collected,

taxpayer tnrst will
not be eroded.



\slIIBRtIsH CHAMEER
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No. Clause Current Proposed
Amendment

Reasons/Justilication for
Proposed Amendment

Expected Outcome of
the Change (s)

5 Clause 36 o

Delete
paragraph 113

in Section A of
Part I ofthe
First Schedule

to the VAT Act
with transition
period for an

exemption that
had been

approved
before the
deletion came

into effect to

continue to
apply until the
30th June
2025.

VAT exemption is
provided for
Specialized

equipment for the

development and

generation of solar

and wind energy

upon

recommendation by
the CS responsible

for matters relating to

energy. The Bill
proposes to remove

this exemption.

Delete this proposal

in the Finance Bill
Kenya seeks to generate

100% of its electricity from
clean energy source by 2030.

The proposal is likely to
jeopardize this goal as it will
increase the cost of accessing

solar energy and negatively
impact those that rely on

solar energy.

For Kenya to achieve this
goal, there is need to ensure

that the cost of generating

solar and wind energy makes

it affordable for use by
households and industry.
Therefore, to ensure

renewable energy is

affordable, this proposal

should be removed.

Increased uptake of
renewable energy.

Support sustainable

development goals

related to green

energy and

environmental
conservation

6 New Proposal The supply ofcut
flowers and flower
buds of a kind
suitable for bouquets

or for ornamental

purposes, fresh,

Exempt cut flowers
and flower buds of
tariff heading 06.03

from VAT by

amending Section A
ofPart I ofthe First

Exempting the supply of
flowers from VAT will
reduce the cost of purchasing
flowers for exporters.

This will make Kenyan

flowers more competitive in
the market thus leading to

Increased

competitiveness of
Kenyan flowers
hence more exports

Reduced burden on

VAT input claims



\SIIBRIISH CHAMBER
IIwr LvrvlrvrEriLE
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No. Clause Current Proposed

Amendment
Reasons/Justification for
Proposed Amendment

Expected Outcome of
the Change (s)

dried. dyed, bleached,

impregnated or

otherwise prepared of
tariff heading 06.03

are currently
vatable at l6oh

Schedule ofthe VAT

Act to include "Cut
flowers or flower
buds of a kind
suitable for bouquets

or for omamental
purposes of tariff
heading 06.03"

increased exports of Kenyan
flowers and higher
investment in the sector.

In addition, this will alleviate
challenges being experienced

with the VAI claims in the

country.

By exempting flowers from
VAT, the supply of flowers
will not have a VAT charge

therefore exporters will have

no claims on input VAL
As a result. cashflow will be

freed up for both government

and exporters to support

investment and operations.

hence ease of cash

flow

7 New Proposal Iron ores and

concentrates,

including roasted iron

pyrites of TariffNo
2601 attract an

export levy of USD

175 per tonne

Remove export levy
on iron ores and

concentrates of
tariffno 260lby
amending Part I of
the First Schedule of
the Miscellaneous

Fees and Levies Act,
by deleting the

description "lron
ores and

The removal of the export
lery will encourage more

exports of this product, and it
is expected to generate an

additional USD l20million
(KShs. l5 billion) in forex
income for the country
Further, it is expected that an

additional 5,000jobs are to
be created due to increased

demand for iron ore.

Higher exports from
Kenya of iron ore

Additional forex

eamings

Job creation

Tax revenue

collection



SSIIBRmSHCHAMBER
_OFCOMMERCEZllxevvt

No. Clause Current Proposed
Amendment

Reasons/Justlfi catlon for
Proposed Amendment

Expected Outcome of
the Change (s)

concentrates

including roasted

iron pyrites" and the

corresponding tariff
number and export
levy rate.

Finally, an increase in govt
revenue from collection of
other fees and levies related
to the trade ofthis product
including royalties and direct
and indirect taxes is

expected.
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Ofllce of the Clerk
N&0onal Aslombly,
1r Floor, Parllamont Eultdhg!,
P. O. Box 414{2 - 0O2m,
Nalrobi - l(enya.

Date

Ref

26106120126

Aul260s25.1

Yi t""tlt'l j
rt({Jbt - irEi.t\ ...|

Attn: Samuol Nioroge. CBS

Dear Sirs.

Sublect COUUE^(TS A1TD aROPOSALS ON rHE ruUNCE ALL m2g N RES?O SE rO THE ttvtTATl1tt rO St BU\T UEUORANOA

The Intemational Air Transport Association (IATA) present their comptiments to trle Nationat Assembly of the Republic ot Kenya.

our aim is to assist airlines bv 6imPlifying processes and increasing passenger convenience while reducing costs and improving effcienci,. IATA advocates and represents theinterests of over 300 airlines in over l20 count ies. carrying g3% ofthe worlJ's air traffic.

Repressrtng ths airllne industry
wB improve understanding of the air transport industry among decision makers and increase awareness of the benefits thar aviation brings to national and global
economies' Advocating for the interests of airlines across the globe, we challenge unreasonable rules and charges, hold regulators anc, governments to accounl
and strive for sensible regulation.

Leading tte alrllno lndustry

For over 70 years. we have developed global commercial standards upon which the air transport industry is builL our aim is to assist airlines by Blmplifylng procassos andincreasing paeseog€r convonienco whire reducing costa and rmproving effrciency

Servlng tfia alrllne lnduatry

a wide range of products and expert services.



E
3
e
.E

EI
o
c.
lt
E
Gi

a
to
E
o

;o
F

'Eo5
3E A
-eE e
;E.s
6EB;;E
-o96==
!Hsc.9a
E!*
E9e
es;
EEE
box
6x!
EO5

EEq
tsE
Egosi
EUHg
E EE i

EBEE,

EfiEE
oL Et-a - o<f8< tl>
Ep-Ea
,- - ll,

gEET
'!iocrl:+ (, cE-; -
9EE=

3e;gnE;9g.o<-
9c>-g
H5E'g_OED
6>EP
PE6tri
$fr s E*
;EEEg

o

?
o

t
E
6o
o

oo
t-

o
tt
e
o
oo
G

o:
Co
it
d,
o

EF
(,t,aa
et
!t
3
I
;c
llt
Eo

-qE
o
ul
l-

oo
co
a!6o
a
l!
l,

t

.Etorc
E6

98

EEEoEz
FO;
ETE
<.: ar bBgr
., 6' ID

5iE
EEd
EfiB
B! s

sgE
orao
o o:3

E; H

o.9 I

95cli
;s
<?

{E
il
i}o
El i
-8,1 €
tr-z

lo
a{o
6t

6
C'a
t!
iE
o
-c
o
I(!
ooo
o
oco
o
E(,
E
Eoo
:o.C
G

:o
CD
tr

g
.9c
E5tt
trg
o
E(,

=:o
Eo
o

Eq,

.0
.g
o.
o
o
(,

=
4s

Co
E.l
o
!

!-,

Io
6.o
lL

66
-Co
:OB
E. E

-*o Qc6la)ot
EEE
9- 9
_E3;
@:o..rE N'

a!
6
!
o
co,
€o
t

E6c
eI.gf
E:()lErk
t\)

3E
dE
sE
$o
ol
aE
EA
E9FO'

Eco

Ea
o
lu

g
i
-o
I

E

:B
aE:X
6F
=<B?
PEFO

!Io

ro1

Is
5gc'i1
6.e
oro
l-o

OEa-.i>y

* E,
R. EP *E T{ 3o Zli :

E {I Ii EE ! e

fi EE 
-i 

's

E Ed o IE E6 8
U' <b E



{0.'
TAIA

t{hcr6 dcr boco.fi ellect b vAT at 1ffi r. Frcrrscd tu
loEnatlooal rad, Ob vAT ri, lirt ror lncroca tho VAT rdin$
duo to altrrss as httrndorEl at ta\rd b zoro rst€d for VAT. Tr{s
wodd bo an adrsl. olJborns forth€ l(RA and Natbnal Treasury.

G.or& d oro.tr lrd AYrudr lllov.tbn

Ihe avldon h(llsfy b Fdnodng t|o grorfi ot Dro.ros. fli
imovdive ld rrtl3 figftt sorvic€ ulth Exrtbb rrafie dlain knpact

lmeo.nnc. of 4.c... b A! Sd.S Equhmdlt

A, satory B ksy to saregu{dhg paasaogrc tuatand coddencs
in travd. Ac:csg ro safrty e$&ment w earaJre ttEt Atsaft
satgty b dfor(bue arld gletahabb. rd satsgu d on pa83ang€r

saf€ty gld s€cldty.

N{dv. }np*t of vAT m Dro]x Ta.tnotogu D.vrlof.n ol

DrorE8' t crndos, b an hnovEti'/e det/dopan€nt at hfelcy -
irtrodrc{on of fioct VAT !i,I stille b gowth ltrd a6r cetn€.t
a.xt (,6ny NsodlEl Trmry tl6 opportunlty tD grow dral derelop
rtral a.xl mrgh&ed totins h Ksofa.

l.trr|.dord Ai T,aiapo,t Asaocja[ixr
nr Cuoa Z{ Fbo., Rivrrdd. Dire
N.iooi i(€nya bta0.g
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lrrte.i]alloBdl Ar T.anspo.t Assoclat€n,
Tne Cube 2 r Floor. R,verslc,e Dnve.

Soction 36(d) of the Finance Ell
2025

Amendment of the First Schedule to
ths Value Added Tax Act, 2013-
in Section A of Part I

by deleting paragraph 58

Oirection finding comp:rsses, instruments and
appliances for aicrafts are currantly VAT exeanpt with
th€ proposal to charge VAT at 1696 under ths Value

Added Tax Act 2013.

Retain the cunent provisionof
the value Added Tax Act,

2013 by not approving ttle
deletion.

Direction-finding compasses and lnsruments are an lntaglal part

in the aviatiofl industry and charging VAT on thdr acquisiuon
would deal a big Uow to the hdustry - makir€ it unnecessarily

expensive. for both dornestic and international travel.

Frorn a tax revenue collection perspective, the int oduction ol VAT

on these items is doubttul.

Ensuring Al. Safaty Through quauty Mairtenance and Spsre
Parts

A safe and secure ai space is promotod by lhe qualtty ol the
aircraftand the maintenance and repairs integrity. A safe air space
wil anract more invastors and provide KRA oppodunities for
indirect tax through consumptron of goods and other services, lt

is not uncommon ror airlines to have to replace certain items due

to them reachlng their useful lives or due to unforessen
malfunctioning. Wh€re such items ate required to ensure tlte safe

operation of aircraft in the provision of air tanspon services. this
may necessitate ajrlines to either import spare parls into Kenya or

to source such spare parts and equipment trom third-party
suppliers in Kanya who may not have avaibbility.

To €xpand the scop€ ol VAT oxamPuon to include not or y the
fansportadon ol passongers but also the transportrdon of
cargo by air carriefs on international flights. This change aligns

with internatiorEl best practices and suppons trade ,acilitation by

reducing the cost o, exponing and importing goods vla air

transporL

Amendment orthe Second
Schodule to the value Add6d Tax
Act 2013 -

in Part A

paragraph 5

by Adding the wo.ds'and cargo'
immediately after the rYoads

'transportation of passenOers'

Trarrsportation ot passeflgers by air carriers on
international flight.

Add the words ?nd cargo-

The new paragraph-

Transportation of Passengers
and cargo byair cariers on

internaUonal night
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lrternirnonal Ai Transport Assoctat.on
the C.uDe. ?d Flro.- RNersrde O(Ne.

Na,robi. Ken}r,r

Amendnent ot the Second
Schedule to tho Value Added Ta(
Act 2013 -

in Part A

Paragraph 6

by deleting the word " tax$le
services' and substit/ting tt with
the words ' taxabte goods and
services'

The supply of taxable services to interrEtional s€a or air

carriers on intornational voyags or tlight.
Delete ttle word ta(es
services and subsdtute tYith

taxable goods and struc€s

The new paragraph-

The supply of taxabla goods

and seMces to international

sea or air carriers on
international voyage or llight

To cLrtfy lnd broad€n tha scopo of ths VAT ex.mptlo by

includlng both terable goods and ssllces supplied to
int€rnational sea or ai carriers.

This erisures consistency and supports the operatonal neods ot
carriers erEaged in international t ansporL thereby onhancing the
competitiveness o, the logistics and transporl sector.

Section 58 (alof the FirEnca Bill,

2025

Arnendnent of the Second
Schedule to the Miscelhneous and
Levies Act. C@ 496C-

(b) in Part A- Goods ex€rnpt from
import declaration fee when

imported or purchased befo(e
clearance throuoh custons

0 By deleting paragraph
(xv)

ii) By deletino paragraph
(xva) substituung
theref ore th€ f ollowing
nel paragraph-

(xva) all parts of Chaptar
88 ard gpods of tarift
headlng 8802.30.00 and
8802.30.OO

(xv)

This provision makes the goods and parts thereof of
Chapter 88 exempt from inport declarauon fee of 2.5%

(xva)

This provision provides any otlEr aircraft spale parts
includlrE aircraft erEhes irported by aircraft operators
ry p€rsons engEged in the business ot airsaft
maintenance upon recomm€ndatim by the competent
authority respomible for cMl aviation etempl

The proposed anrendment willonly granl IOF exernptions
to parts under Chapter 88 and itoms classified ur1der HS

Code 88o2.30.00 and 8802.4O.00.

Retain fi€ €xemption lor all

aircrart airc'raft Parts under

Chapter 88.

lal; l'g
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lnteinatbnal Air Iransport Assoc.atbn.
Th€ Cube, 2{ Froo.. Ru€rsde thve.
NaFoDt Kenya

S€ction 58 Ol ol tne Fhance Bi[,
?o25

Arnendnoat of th€ S€co.ld
Sch€duda to th€ Miscolbneoue and
Levi€s Act Cap,l96C-

in Pat B- Goo(b .xampt trom tho
aliray d.vclopnr.nt bvy wh.n
lmportad oi puacialad bcforc
closrance through custorr

(i)

0i)

By delatinq
paragraph (nio

By ddsting
p agaph (rvi)

substtulitg
tilerefore the
foto$/hg n€w
paragraph-

kvo all parts of
Chapter 88 and
goods ot ta.ift
hoaclng 8802.30.0O
and 880230.m

(rdii)

Thb provbion rnakes
the goods and parB th€reo, of Chaptor 88
exernpt from inport d€claration fee ot 2.5

(xvD

Thb provision provides any ottF alrcraft spse parts
hcluding aircraft srEhes tnported by afcraft operators
or pdsdrs eng6ged in the buslrl3se of alrcraft
maintenance upon recorrnandation by the coflpBtent
authority responsibl€ tor civil svlation axempt.

The proposed anendn€nt wil only grart IOF sxempt ons
to parts ur6e( Chapter @ a.ld at€ans classiisd under HS

cods 8&230.00 and 8@2.40.00.

Retaln the crrrern protrsbn of
fie Mbcelbne(x$ Foos ard
Leviss AcL

d lncmaaod OpantlorEl Costa

Pre\riorlsly, a wlde range ot alcraft aod their parts benefited from
axemptlo{rs urdsr IDF (2.5%) and RDL (&). Ttle ptoposed

linitadon excfudes helicoptgs, drorEs. faidng aircfaft and

spare parts not falling und€r 8802.30.00 or 8&2.40.00.

This cllange will increce the cost ot importing aircrsft 8nd psns
direcdy |rnpacting operating trla gins fo] aklnes and
maLrtenancs flrms.

bl Thr.at to Sat ty .rd Lalntenanc. Standatdo

Highsr costs on spare parts rnay discourage tim€ly maintenancs
or lead to uss of substardaad parts, compromisang aircraft safsty

cl Olspropo.tlon te lmp.ct m s.ndLr OpGrators

Chartd servb€s, flight scfiools, ard humanitarhn avhtion
services wtich often rely on helicopters and smaller aircraft ryill

face tigh€r costs ryitiout any fiscal reliet.

dl Lo$ of R.glonJ Comp€dtivar633

Ndghbouring countrles such as Uganda, Rwanda, and Tanzania

contlnue to orfer ftrll or partial exernptbns on akcraft and pans.

Kenya risks losing its mgion l hub atstus for MainterBnc€,
Rapair, ard Overhaul (MRO) services.

Bla.org
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Final romarks: Contradlctlons with Acc€pt6d lntornational Prlnciples

The setting of indirect taxes and customs duties on the field of international air transport falls under the scope of lnternational civil Aviation organization

(lCAOr,s policlos on taxauon (Documont 86321 which seeks to prevent the imposition of taxes on the sale or use of international air transport and states

that -each contracung state shall reducetothe fullest practicable extent and make plansto eliminate ... all lorms of taxation on the sale oruse of international transport

by air, including taxes on gross receipts of operators and taxes levied directly on passengers or shippers".

ln this respec! Kenya as a signatory nation to the convention on lntemational civilAviation (chicago convention) and a contracting State of lcAo, is obliged to adhere to

the abovementioned principles and policies. including Article 24ofthe Chicago Conv6ntion which states that

,,Aircraft on a flight to, from. or across the territory of another contracting State shall be admitted temporarily free of duty, subject to the customs regulations of the

State and retained on board on leaving the territory of that State shall be exempt from customs duty, inspection fees or similar national or local duties and charges'

This exemption shallnotapplyto any quantities or articles unloaded, except in accordance withthe customs regulations of the State, which may require thatthey shall

be kept under customs supervision.'

similarly. ,.spare parts and equipment imported into the territory of a contracting state for incorporation in or use on an aircraft of another contracting state engaged in

international air navigation shall be admitted free of customs duty".

As a result. the Chicago Convenuon and ICAO's pollcles on Taxauon state for the provision a reciprocal exemption from customs duties, excise taxes, inspection fees and other

with the specified services. This exemption should apply to items and goods that are:

b)

c)

invoduced into the counterparty territory; or
retained on board theaircraft on arrival into or departure from the counterparty territory; or

taken on board the aircraft in the counterparty territory.

knsrrut0,ulAx Tra soor t Assoclat'oo,

The Cube.2"J Floo.. Rve,ede Dnve
NairoDr. Kenya
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lnts,.rattonal Air f ranspoal Association
Tne Cube. Z{ Fbor. Riverlde Dtiv€.
Navoba. Kenya

States should retain thls reciprocalgrant relief from VAT orsimilar lndirecttaxes on goods and services supplied to the alrline used forthe purposes of its operation of

internationalairservices. Withoutadherence to thevarious ICAO prlnciples outlined above, internationalaviaUon would becomefinanclally overburdened by excesslve

and u nJust taxau on, which in turn would signmcantly llmitthe economlc and socialbenefitsgenerated byalrtransport This is the direction r€garding taxadon on aviation

in other regions within Africa as per the recently concluded ECOWAS Consultatlve Meeting of Experts and Ministers in charge of air transport held, 5-8 November

2024, ln Lome. Togo.

Paasengcr Demand & Economlc Conslderauons: -
Ajr transport is an enabllng sector and is hlghly sensiuve to changes in prics. lmposing a tax on air passengers will undoubtedly have a negative impact on passenger

demand. vyhich ln turn will have negative consequences for the economy of Kenya and significanuy limit the economic and social benefits generated by air transporL

As such, the signiricant contribution of the aviation, travel and tourism sector to the economy of Kenya should be supported and nurtured. not hindered by excessive

government taxatlon rhat ls contrary to accepted intemational standards and where increases in the tax burden on airlines and passengers are appliecl in an arbitrary

manner.

passenger joumeys by 2037. lf met thls increased demand would support approximately US$1 1.3 billion of GOP and almost 859,OOOJobs.

Yours Sincerely,

Agnes Mucuha,
Country Manager East Africa,
mucuhaa@iata.org

rata o,g
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KENTYA ASSOCIATION OF

TOUR OPERATORS
The d riag.Ior.c bchind N.ny.'r Tou,i.m

DATE

REF

30rh Moy, 2025.

KATO /EXEC/tv (3)

The Clerk of lhe Notionol AssemblY,
P. 0. Box 41842 - 00100
Noirobi, Kenyo
Moin Porliomenl Buildings
cno@oorliomenl.qo.ke

Deor Sir.

RE: SUBMTSSTON BY THE KENYA ASSOCIATION OTIOUROPERATORS(KAIO) ONI}IE
HNANCE Bltt 2025

The Kenyo Associotion of Tour Operotors (KATO), formed in 1978, is o non-
politicol Tourism Trode Associolion cotering for lhe inlerests of over 300 of lhe
most experienced lour operolors in Kenyo. KATO's key focus is lo ensure lhol
Kenyon Tour Operotors mointoin lhe highesl possible stondord of service lo
clients so os to enhonce the reputotion of Kenyo os o prefelred lourism

destinolion. KATO olso engoges posilively wilh Governmenl over issues thol
ore of concern 1o members ond in so doing strives to seek o win-win outcome.

The Associolion fully opprecioles the Government's obligotion lo collecl lox
revenues. We however note, wilh o meosure of concern, lhol some provisions

of lhe proposed Finonce Bill 2025 will hove on odverse impocl on lour
operotions.

We hove oullined the key oreo of concern in lhe olloched Motrix ond urge Porliomenl
to reloin the VAT exemption on speciolly designed locolly ossembled molor vehicles
for tronsportolion of tourisls.

Yours Sincerely,

Fre olguo !Arb, CPM (MTl)

EF EXECUTVc

O KATO Place, 06 Longonot Road, Upper Hill I P.O. Box 48461-00100 - Nairobi

@ Tel: +254 OzO 2713386 I 2726517 | Cell: +254 722 434845 I 773 762076
(.'.t i n f o @ kato ke nva. ors I t'i) www. kato ke nva. o rs



FINANCE BItT 2025
su BMrsstoN BY TH E KENYA ASSOCIAITON OF IOUR OpERATORS (KATO)

No. Cause Descrlption of the Clause Proposal Justiffcatlon
1 First Schedule

lo Cop. 476,
FIRST SCHEDULE

[s.2(l)] EXEMPT
SUPPLIES PART I

- GOODS

SECTION A

VAT Exemption on speciolly
designed locolly ossembled
motor vehicles for
tronsportotion of tourisls,
purchosed before cleoronce
through Cusloms by tour
operolors upon
recommendotion by the
competeni outhority
responsible for tourism
promolion.

Whilsl removing the VAT
exemption on the
speciolized locolly
ossembled tourist vehicles
moy in the short-run
generote some odditionol
VAT revenue, it will in the
long run hove detrimenlol
consequences for the
Kenyon economy.

We urge Porlioment lo
reloin lhe VAT exemption
on speciolly designed
locolly ossembled molor
vehicles for tronsportotion
of tourisis.

Negotlve lmpoch on lhe Tourlsm lnduslry:

l lncreosed Cosl ol Vehlcles:

The VAT exemption wos initiolly introduced os
on incentive lo tour operoton to invest in
modern tleets ond offer o competitive
product. Revoking this incentive will leod to o
subslonliol price increose in the price of these
speciolized vehicles, plocing lhem obove the
reoch of mony operotors.

2, Hlgher uplronl lnveslmenl by Iour Operolors

The higher costs required upfronl will hinder
tour operotor's obility to purchose new vehicles
ond to upgrode oging fleets in time. The
knock-on etfecl of this will be:

o) Reduced quolity of services offered to
lourists due to oging vehicles.

b) Decreosed competitiveness compored to
regionol tourism destinqlions wilh lower
operotionol costs.

c| Discourogement of new entronls inio the
lourism seclor, hindering its growth
potenliol.



lmpocl on Tq Revenue:

. Bood lo Locol Aufo lnduslrlr
Ihe VAT proposed lo be deleted hos
significontly impocled on lhe locol outo
induslry by promoting locol vehicle ossembly
ond boosling soles. Removing this exemplion
will discouroge locol monufocturers from
invesling in the produclion of speciolized lourisl
vehicles due to decreose demond ol lhe
higher prices.

. lncreosed rellqnce on lmporled vehlcles
Tourism hos o very high price eloslicity of
demond ond due to lhe cheoper pricing, o
number of operolors will opl for imporled units.
This will in lurn resull in increosed foreign
exchonge outflorv.

. Job Creqllon Polenllol:
A thriving morkel for locolly ossembled lourisl
vehicles creoles significont job opportunities
throughout the supply choin:
l. lncreosed demond for skilled lobour in

vehicle ossembly plonts.
l. Job creotion in supporling industries like

porls monufocturing ond moinlenonce
services.

l. Posilive spillover effecl on olher sectors like
metol fobricolion ond upholstery.
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KETIYA ASSOCIATION OF
TOUR OPERATORS
Tha driving lorce bchind Kcnyt" To'Jrism

DATE

REF

30rh Moy, 2025.

KATO /EXEC/lv (3)

The Clerk of the Nolionol Assembly,
P. 0. Box 41 842 - 001 00
Noirobi, Kenyo
Moin Porlioment Buildings
cno@oorliomenl.oo.ke

Deor Sir,

RE: SUBMTSSTON BY THE KENYA ASSOCIAIION OFTOUR OPERATORS (KATO) ON IHE

FINANCE B!tL 2025

The Kenyo Associotion of Tour operotors (KATO). formed in 1978, is o non-
polilicolTourism Trode Associolion colering for lhe inleresls of over 300 of the
mosl experienced lour operotors in Kenyo. KATO's key focus is lo ensure thol
Kenyon Tour Operolors moinloin the highest possible slondord of service lo
clients so os to enhonce the reputolion of Kenyo os o preferred tourism

destinotion. KATO olso engoges posilively wilh Governmenl over issues lhol
ore of concern lo members ond in so doing slrives to seek o win-win oulcome.

The Associotion fully oppreciotes lhe Government's obligolion to collect tox
revenues. We however nOte, with O meosure of concern, lhol some provisions

of the proposgd Finonce Bill 2025 will hove on odverse impoci on lour
operolions.

We hove oullined lhe key oreo of concern in lhe olloched Mokix ond urge Porlioment

to retoin lhe VAT exemption on speciolly designed locolly ossembled molor vehicles

for tronsportolion of tourists.

Yours Sincerely,

Fre lguo lArb, CPM (MTl)

c EF EXECUTV

O KATO Place, 06 Longonot Road, Upper Hill I P.O' Box 48461-00100 - Nairobi
- 

@rel: +254 O2O 27t3386 / 2726517 | Cell: +254 722 434845 17t3762076
rA ;^r^ an L-+^1,^-.,r a'^ tf.!t,.^.^., lzr+aLanr- ara



FINANCE BILL 2025
suBMtsstoN BY THE KENYA ASSOCTATTON OF TOUR OPERATORS (KATO)

No. Cause Description of the Clause Proposal Justification
1 First Schedule

lo Cop. 476,
FIRST SCHEDULE

ls.2(l ll EXEMPT

SUPPLIES PART I

-GOODS

SECTION A

VAT Exemption on speciolly
designed locolly ossembled
motor vehicles for
tronsporlolion of tourisls,
purchosed before cleoronce
through Cusioms by tour
operotors upon
recommendotion by the
competent outhority
responsible for lourism
promotion.

Whilst removing the VAT
exemplion on the
speciolized locolly
ossembled lourisi vehicles
moy in the short-run
generote some odditionol
VAT revenue, it will in the
long run hove delrimentol
consequences for the
Kenyon economy.

We urge Porliomenl to
reloin the VAT exemplion
on speciolly designed
locolly ossembled motor
vehicles for tronsportolion
of lourists.

Negollve lmpocls on lhe Tourlsm lnduslry:

l. lncreosed Cosl of Vehlcles:

The VAT exemplion wos initiolly inlroduced os
on incentive lo tour operolors lo invest in
modern fleels ond offer o competilive
producl. Revoking this incentive will leod to o
subslontiol price increose in the price of lhese
speciolized vehicles, plocing them obove lhe
reoch of mony operotors.

2. Hlgher upftonl lnverlmenl by Tour Operolors

The higher cosls required upfront will hinder
tour operotor's obility to purchose new vehicles
ond to upgrode oging fleets in time. The
knock-on effect of this will be:

o) Reduced quolity of services offered to
tourisls due io oging vehicles.

b) Decreosed competitiveness compored lo
regionol tourism deslinolions with lower
operotionol cosls.

c) Discourogement of new entronts into the
tourism sector, hindering its growth
potentiol.



lmpocl on fox Revenue:

. Boosllo Locol Aulo lndudry:
The VAT proposed to be deleted hos
signiflcontly impocled on lhe locol oulo
industry by promoting locol vehicle ossembly
ond boosling soles. Removing this exemplion
will discouroge locol monufoclurers from
invesling in lhe production of speciolized lourist
vehicles due lo decreose demond ol lhe
higher prices.

. lncreosed rellqnce on lmporled vehlcles
Tourism hos o very high price elosticity of
demond ond due lo lhe cheoper pricing. o
number of operolors will opl for imported unils.
This will in turn resull in increosed foreign
exchonge outflow.

. Job Creqflon Polenllol:
A lhriving morkel for locolly ossembled lourisl
vehicles creoles significonl job opportunities
throughout the supply choin:
l. lncreosed demond for skilled lobour in

vehicleossembl plonls.
L Job creolion in supporling induslries like

ports monufocluring ond mointenonce
services.

l. Posilive spillover effect on olher seclors like
melol fobricolion ond upholslery.
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BETTER FARMING

BETTER FOOD
BETTER HEALTH

Re: aak-GROWYOL. I /2025

Tuesday, l.lay 27,2025

The Clerk of the National Assembly,

Dear Sir/Madam,

Re: aak-GROW SUBMISION ON FINANCE BILL.2025

I ntroduction
aak-GROWCroplife Kenya serves as the umbrella body for manufacturers, producers,

importers, formulators, distributors, and users of pest control products in Kenya. lts central
mission revolves around fostering stewardship and promoting the responsible use of pest control
innovations. By minimizing risks and maximizing benefits associated with pest control
technologies, the organization aims to ensure food safety, safeguard the environment and enhance

food security. For 66 years now, aak-GROWCropLife Kenya has actively collaborated with
stakeholders across diverse value chains to fulfill these oblectives.

Background
The pest control industry provides solutions to numerous challenges facing Kenyan farmers as

they work to support and sustain Kenya's GDP chrough increased exports and to bridge food

insecurity. Despite their essential nature to farmers, agricultural pest control products have

experienced fluctuating tax satuses, ranging from zero-rated, exempt, to l6% VAT as expressed

below:

l. The repealed Value Added Tax Act Cap 476 initially zero-rated pest control products

under tariff heading 3808, including insecticides, rodenticides, fungicides, herbicides, anti-

sprouting products, plant growth regulators, disinfeconts, and similar products. However,

the VAT Act 2013 (effective September 2, 201 3) changed the tax status from zero-rated

to exempt until April 3,2017.
2. Following submissions from the pest control sector and farmers, the VAT status was

changed to zero-rated through the Finance Act,2017 , making pest conrol products more
affordable and accessible to farmers.

3. The Tax Law (Amendment) Act 20 l8 removed Agricultural Pest Control Products (PCPs)



from the second schedule Part A, subjecting all pesticides to l6% VAT.

4. Submissions from the pest control industry and growers led to the reinstatement of zero-

rated status for these products.

5. The Finance Bill 2023 repeard this cycle, proposing to categorize pest control products

as exempt, but subsequent industry submissions reversed this.

6. Tax laws (Amendment Act 2024 removed pest control products (PCPs), fertilizers, raw

materials from zero-rated to Tax exempt

lmpact of Chenge from Zero-rated to ExemPt Status
The pesr control industry is concerned about the effects of changing the VAT sutus of agricultural

products from zero-rated to exempt. Pests and diseases can cause crop losses ranging from 40%

to 100% if not managed wirh pesdcides. Addidonally, the emergence of new pests, such as the

Fall Army \r'orm (FAW) and Iuto Absoluto, threaten Kenya's food securiry.

This change will increase the cost of pesticides, raising farmers' production costs and potentially

making these products unaffordable. lmproved agricultural inputs like seeds, fertilizers, and

pesticides are crucial for enhancing production, ensuring {ood security, and supporting the

livelihoods of value chain players, including importers, distributors, retailers and farmers.

Fertilizers, insecticides, and pesricides atone account for over 50% of production tross margins

for many agricultural commodities. While taxes are a significant revenue source for the Kenyan

tovernment, ensuring an effective and efficient revenue system is essential.

Deleting agricultural pest control products (paragraph l9) and inputs/raw materials for

manufacturing these products (paragraph l6) from zero-rated to exempt will increase production

costs for resource-poor farmers, adversely affecting food security, incomes, and livelihoods, and

potentially eroding gains in the agricultural sector.

Micronutrients, foliar feeds, and bio stimulan$ are vital for farmers. For example, bio stimulants

help maximize biological efficiencies, stimulate natural processes, enhance nutrient uptake, and

increase tolerance to environmenal sress. These inputs are crucial for improving food security,

especially in the face of climate change impacs like drought and enhancing crop nutrition solutions

that would promorc productivity, soil health and sustainability. Therefore, we request that these

products be advanced to zero-ratint.

Effects Of Y/'.T Change On Agricultural Pest Control Products

l. Efrect on Food Security, lncomes, and Livelihoods
Ensuring food self-sufficiency is a key objective for the government to achieve food security

O/I AIT]
:asjed :

uals^S :

: lot:g
f uauoduro

lorra
(69rzo)rrels

o_r-ra -ror-rg dod



Producing enough guality food to meet national requirements is crucial for this goal. Food

insecurity poses both social and strategic challenges, as it is vital for Kenya to maintain autonomy

over its agricultural policies. This prevents the nation from becoming overly dependent on

bilateral and international partners in shaping policies that drive agricultural contributions to
national development.

2. Efrect on Agriculture Sector Growth
Removing zero-rated status will increase production costs, leading to reduced pesticide use and

higher costs per unit of outpug ultimately reducing agricuhural productivity and growth. Kenya's

agricultural compedtiveness may lag behind regional partners, increasing reliance on imported

agricultural produce.

3. Efrect on Cost of Production
This will increase the cost of producing our agricultural products, making them less competitive

on the global market compared to those from countries that support their agricultural sectors
with appropriate incentives. As a result, Kenya may struggle to market its agricultural products

internationally and earn the much-needed foreign exchange. Additionally, it is likely that cheaper

agricultural products from other countries will be imported into the domestic market due to the
liberalized economy.

4. Efrect on National Economic Growth
Negative growth in the Agricultural Gross Domestic Product (AGDP) often correlaces with
netative GDP growth. The adverse effects on the agricultural sector will likely impact GDP

Srowth. Additionally, reduced taxes from decreased trade in agricultural inputs and products,
lower competitiveness, reduced foreign exchange earnings, higher unemployment, and increased

infl ation are anticipated consequences.

Request To Zero-Rate Public Health Pest Contro! Products

Public health pest control producs play a crucial role in safeguarding and advancing public health.

They are instrumental in managing and thwarting the spread of pess thar can carry diseases,

trigger allergies, and compromise food stores and infrastructure. These products also bolster
food safety and security by curbing contamination risks posed by pests during storage and

production. Moreover, they contribute to an improved quality of life, as pests like bed bugs, lice,

and cockroaches can cause discomfort, stress, and allergic reactions.

Given that health is a fundamental necessity for all individuals, we advocate for the zero-rating of
all pest control producs utilized in public health efforts to combat mosquitoes, bed bugs, and

rodents. This initiative will foster accessible healthcare by promoting high-qualiry preventive



services, thus aiding in disease control, including the transmission of illnesses from anirmls to
humans by vectors such as mosquitoes carryrnt Zka and dengue. Funhermore, it will effectively

address the nuisance posed by pess like bed bug:s and ffeas, allwiating the distress caused by their
pnesencc in homes,
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The Strathmore Tax Research Centre (STRC) is a centre at the Strathmore University Law

School focused on providing quatity professional tax training, research and consuttancy.

STRC carries out research in tax in order to inform the theoreticaI and practical

understanding of tax operations and poticies in Kenya and the wider East Africa.

Below are our submissions on the Finance Bitt 2025 for your consideration

Ctause 28 (bXlv)

The Finance Bitt 2025 introduces

severaI tax incentives targeting

companies certified by the

Nairobi lnternationat FinanciaI

Centre Authority (NIFCA). These

incentives are designed to

attract high-value investments

and position Kenya as a

competitive f inanciat hub.

Atthough these incentives are beneficiat to the

country, there is need for a caveat to ensure that

there is no capitat ftight.

To safeguard against capitatftight and ensure long-

term economic impact, it is recommended that a

statutory caveat be inctuded in the tegistation

requiring that:

Any NIFCA-certified company that ceases operations

in Kenya or relocates its regionat headquarters

abroad within a specified period (e.9., within the first

10 years of benefiting from the incentives) must

either:

Recommendation
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a Reinvest an equivalent amount of the tax-

exempt or incentivized benefits back into the

Kenyan economy, or

Pay the fu[[ amount of taxes that woutd have

been due without the incentives.

This measure witt hetp ensure that the incentives

serve their intended purpose of stimulating

sustainabte economic growth and are not exptoited

for short-term tax advantages without detivering tong-

term vatue to Kenya.

a

Clause 43 of the Finance Bitl

2025

The current proposat in the

Finance Bitt 2025 seeks to ctarify

and expand the tist of

transactions exemPt f rom eTIMS

invoicing obtigations, correcting

previous drafting inconsistencies

introduced bythe Tax

Procedures (Amendment) Act,

2024. This inctudes payments

such as emptoyee emoluments,

imports, interest, and certain

Airtime purchases, a high-frequency, low-vatue

transaction remain within the scope of eTIMS

invoicing, despite offering minimaI benefit to revenue

administration. This inctusion increases compliance

costs, especiatty for micro, small, and medium

enterprises (MSMES), and imposes unnecessary

administrative burdens on mobite netvvork operators

and distributors.

ln addition, transactions subject to WHT are atready

reported to KRA through the withhotding tax return

(lT2C) and are tinked to the taxpayer PlNs of both the

payer and the payee. Requiring an eTIMS invoice for

the same transaction creates redundant reporting.
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finalwithhotding tax

transactions. Recommendation

We recommend airtime purchases and transactions

that are subject to non - final withhotding tax be

added to the tist of transactions exctuded from eTIMS

invoicing requirements under Section 23A of the Tax

Procedures Act.

Ctause 47 (v) of the Finance Bitt

The Finance Bitt 2025 proposes

to amend Section 42 of the Tax

Procedures Act to permit the

Commissioner to issue agency

notices even when a taxpayer

has appeated a decision from

the Tax Appeats Tribunat (TAT) or

a court.

Under the current [aw, the

Commissioner is not atlowed to

issue agency notices if the

taxpayer has filed an appeal

within the prescribed timetines.

However, the proposed

amendment woutd enabte the

Commissioner to begin

enforcement actions such as

lf enacted, this measure woutd attow the

enforcement of disputed tax assessments white the

appealprocess is ongoing. This coutd have

signif icant consequences for taxpayers, inctuding

cashftow chaltenges and the risk of aggressive

assessments, resembling a "pay now, argue later"

approach seen in other jurisdictions.

Moreover, shoutd the taxpayer win the appeat,

recovering the amounts already cotlected by the KRA

may be ditficutt due to existing inefficiencies and

detays in processing tax relunds. As such, it may be

advisable for the government to reconsider or remove

this proposaIfrom the Bitt to protect taxpayer rights

and preserve the integrity of the appeats process.

Recommendation

We propose that Ctause 47 (v) of the Finance Bilt

2025 be deteted so that taxpayers can have a right to

a fair triat.
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recovering taxes through third

parties even when a matter is

stitt under appeaI before a higher

cou rt.

Ctause 52 of the Finance Bitt

2025

The Finance Bitt 2025 proposes

to repeat Section 59A(18) of the

Tax Procedures Act, which

cu rrently protects taxPaYers

from being competled to share

or integrate data with the

Commissioner where it invotves

trade secrets or private and

personal information.

lf this amendment is enacted, taxpayers who are

required to integrate their systems with the Kenya

Revenue Authority (KRA) woutd be obtigated to share

a broader range of data, inctuding sensitive

commerciat and personaI information.

This proposat is unnecessary. Kenya already has

robust tegat f rameworks in ptace particutarty the Data

Protection Act, 2019 which outtines clear protocots

for the tawfut collection, processing, and sharing of

personal data. The existing Section 59A(18) of the Tax

Procedures Act comptements these protections and

provides taxpayers with certainty that their

coilf identiaI data witt not be indiscriminatety

accessed by the tax authority.

Recommendation

We recommend that this proposaI be deteted from

the Finance Bitt 2025 to maintain legal coherence

with Kenya's data protection regime and to ensure

that taxpayer rights are preserved in the context of

increasing system integrations and digitat tax

ad m in istration.
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Gtause 54 of the Finance Bill

202s

The Finance Bitt 2025 proposes

to repeal Section 77(2) ol the Tax

Procedures Act, which currently

excludes weekends and pubtic

hotidays when catcutating the

statutory timetines for fiting tax

objections and appeats.

This effectivety shortens the time avaitable to

taxpayers for preparing and todging objections and

appeats. The proposat is atso in contradiction with

the lnterpretation and GeneraI Provisions Act which

defines a day as exctuding weekends and public

hotidays.

Recommendation

We propose keeping SectionTT (21of the Tax

Procedures Act and recommend adding timetines lor

refund appeats.

We recommend that Section 77 (2l.ol $efax

Procedures Act reads as follows:

(2) ln computing the period for the todging of an

ob.iection to the Commissioner under section 47, 51 ,

an appeal to Tax Appeats Tribunal under section 52,

an appeat to the High Court under section 53 or an

appeat to the Court of Appeat under section 54, the

computation shall not inctude Saturdays, Sundays or

pubtic hotidays.

1 . The amendment wil[ inctude refund appeats and

harmonise appeatdeadtines for alt appeats.
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2. Retaining the section with the amendment wi[[

atlow taxpayers enough time for appeats.

3. The retention of the section witt attow

harmonisation with other court fiting rules as wett as

The lnterpretation and GeneraI Provisions Act Cap 2

ofthe laws of Kenya.

Clause 26 (e) of the Bi[[ proposes

to timit the exemption of capital

gains made from the transfer of

SEZs to licensed operators,

enterprises or developers

Atthough this is intended to reduce abuse

where persons who are not licensed may

enjoy the benefit, it stitt provides for

opportunities for tax [eakage. Considering

SEZs atready enjoy numerous tax incentives,

we propose that the exemption be timited to

those who reinvest the income in Kenya.

Where the income is repatriated, the tax

shoutd appty so as to ensure that Kenya enjoys

part of the revenue generated from its

ju risd iction.

Ctause 26(f) proposes to exempt

dividends paid by a company

certif ied by the Nairobi

lnternationaI Financiat Centre

Authority where the comPanY

reinvests at teast Kshs 250

mittion in Kenya

Atthough this is a welcome improvement in tying

incentives to certain conditions that are beneficiat to

the country, Kenya needs to batance attracting

investors with generating revenue white providing an

equal ptaying f ietd with local players.

Recommendation
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To secure revenue while making the incentive more

equitabte, we propose that the amount reinvested be

a percentage of the profits of the entity.

Proposals not in the bilt

Accounting for WHT

wlthln 5 days

The Finance Act,2023

introduced an

amendment to the ITA

and the Tax Procedures

Act, 2015 which requires

a[[ taxpayers to remit WHT

within five (5) working

days.

This requirement is burdensome for taxpayers, as it

necessitates the implementation of additionat compliance

measures to avoid penatties for non-compliance.

Consequently, a8ency costs have risen, with some

taxpayers being compelled to hire additionat personneI to

meet the obtigations set out in this tegistation.

Rocommendation

we recommend that the wHT payment timetines be reverted

back to the 20th day of the month fottowing the month in

which the deduction is made.

We propose that section 35 (5) of the ITA be amended to

read as follows:

Where a percon deducts tax undor this soction he shall,

on or before the twentieth day of the month following the

month in which the deduction was made:

al remit the amount so deducted to the Commissioner

together with a retum in writing of the amount of the
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payment, the amount of tax deducted, and such other

information as the Commissioner may specify; and

b) furnish the person to whom the payment is made with

a certificate stating the amount of the payment and

the amount of the tax deducted.

We propose that section 42 (4Blof the TPA be amended to

read as fotlows:

The tex withheld under this section shall be remitted to

the Commiss ioner by the 206 day of the suDseguent

month alter the deduction was made.

Expansion of PAYE Bands

to Cushion Low-lncome

Ea rners.

The current PAYE tax

bands are too narrow,

causing individuats with

modest incomes to be

taxed at

disproportionatety high

marginaI rates. As a

resutt, many Kenyans

face reduced disposabte

Kenya's current PAYE structure imposes a significant tax

burden on low and middte-income earners, with minimat

differentiation across income levets. ln recent years, the

rising cost of Living, stagnant wage growth, and persistent

inftation have eroded househotd purchasing power-

particutarty among lower-income groups. This has

exacerbated inequatity and constrained consumer

spending, which negativety affects economic growth.

Recommendation

We recommend an expansion of the tax bands as foltows;
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income and are unabte to

meet basic needs. The

current structure also

disincentivizes formaI

emptoyment and

contributes to high tevets

of informality in the

labour market.

lncome Band

(Monthty)

0 - KES 30,000

KES 30,001 - 60,000

KES 60,001 - 100,000

KES 100,001 - 150,000

Above KES 150,000

Proposed Rate (%)

(tax-free band)

'loo/o

2Oo/o

25o/o

3oo/o

The Finance Bitt shoutd

consider making

amendments to the e-

Tims regulations. As it

stands, they do not take

into account certain

expenses for which an

eTims invoice cannot be

provided. Such inctude

apportioned costs in the

case of persons who work

from home, miteage and

such other costs, yet

these are necessary for

the running of a business

ln tine with the government's bottom-up agenda and to cater

to hustters and gig workers, the eTims rutes shoutd be

amended to take into account expenses such as

apportionment of costs, especiatly for entrepreneurs who

often work from home and incur costs.

Deduction of expenses.

Under Section 16 (1)(c) of

the lncome Tax Act,

Whereas the lncome Tax Act provides that onty expenses

supported by eTIMS invoices can be deducted, the

amendment introduced bythe Tax Procedures Amendment
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We trust the above adequately address our views and recommendations on the Finance

Bitl. However, we woutd be grateful to appear before you to further deliberate with your

members on our proposals and recommendations.

\

I

expenses which are not

supported by Etims

invoices.

Act2024 requires onty businesses with a turnover of more

than Kshs 5 mittion to issue eTIMS invoices. This creates a

conflict as businesses with a turnover of Kshs 5 mitlion and

below, and who purchase from other such smat[

businesses, witt not be abte to deduct their expenses.

Recommendatlon

- Section 16 (1)(c) shoutd be amended to take into

account the threshotd provided in the Tax Procedures

Act.

Recommendations

on how to increase

reve nue

Reduce/etiminate tax expenditures that take the form

of incentives and exemptions especially those

targeted at entities that do not emptoy a certain

number of Kenyans orthat do not reinvest their returns

in Kenya. Atternativety set a minimum number of locat

persons who must be employed by persons who enjoy

exemptions with a minimum wage.

Reduce expenditure.

Widen tax base.

Curb corruption
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Yours faithfutty,

Ctl\' "

Catherine Mutava,

Director

Strathmore Tax Research Centre

Strathmore
UNIVERSITY
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(f) the amount of any loss

realized in computing, in

accordance with paragraph

5(2), of the Eighth Schedule,
gains chargeable to tax under

section 3(2)(f ); but the amount

of any such loss incurred in a

year of income shall be

deducted only from gains

under section 3(2Xf) in that
year of income and, in so f ar as it
has not already been deducted,
from gains in subsequent years

of income;

(4) Where the ascertainment of
the total income of a person

results in a deficit for a year of
income, the amount of that
deficit shall be an allowable

deductlon ln ascertaining the
total income of such person for
that year and the succeeding

years of income.

We propose the f ollowing
amendment:

"(c) in subsection (4), by
inserting the word Irve ten

immediately after the word
"succeeding""

Provided the losses arisutg, front
lnvest/ner)f allow,lnces at e

carr ied f orwarcl indef initely.

4 8 (c) Section 15 of the lncome Tax

Act is amended-

(c) in subsection (4), by insertinB

the word "f ive" immediately

after the word "succeeding"

!{'( lron ( rrri'nl ( i,rLr',r

No (.r',

irrllrll)

{,r,, rrr IIrl IIrI ) (rrlt,rrl ( l,rLr.,r,(,r,,rnllrr.Arl) l'ro1lo.,r'rl n r r l ( ' r l ( I r r r ( ' r r I ll,rlrort,rli,,rrrrl lr r',lrlir , rtronSr No

From a global perspective, the Organlsation for
Economic Cooperation and Development reports that
most countries allow f or a person to off set their capital

losses against future capital gains (heading 3.4 of
Taxing Capltal gains: Country experiences and

challenges).

Our proposal will ensure that Kenya adheres to global

best practices.

Currently, a person may carry f orward/claim a loss up

to ten years after which they must seek the CS's

permission to keep carrying forward the loss, This

accommodates businesses whose losses are

attributable to signif icant set-up costs/investment.

The Bill proposes to reduce the currently indefinite

window to carry f orward/claim losses to 5 years f rom

the date in which the loss was incurred, and further
proposes to delete the CS's power to extend the loss

carrying f orward.

We propose to extend the loss carrying f orward period

to 10 years and to retain the CS's power to extend this
period. This will:

I rnarucr grrl, zozs ; 7
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section 53 or an appeal to the
Court of Appeal under

section 54, the computation

shall not include Saturdays,
Sundays or publlc holidays.

only goes against the canons of taxation, but also the
National Tax Policy.

Further, taxpayer's generally have limited resources

and time to handle a tax dispute. The current
computation on the basis of working days aims to level

the playing f ield.
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SKM1T.
+25/t 7 r039 147
+254 202 mO 535

www.skm.co.ke
info@skm.co.ke

The Chairman,
Committee on Finance and National Planning,
First Floor, Main Parliament Building,
P.O. Box 41842 - 00100,
Nairobi, Kenya.

30 May 2025

Attention: Clerk to the National Assembly

Dear Sir/Madam,

SUBMISSIONS ON THE FINANCE BILL, 2025

The above matter refers

Pursuant to article 118(1) (b) of the Constitution of Kenya and Standing Order 127(3) of the National
Assembly Standing Orders, the Departmental Committee on Finance and Planning is considering the Finance
Bill, 2025 and we hereby submit our proposals in the enclosed memoranda for your consideration.

Our proposals outline several key tax issues within Finance Bill 2025 (the Bill) which we urge the committee
to thoroughly scrutinize. We advocate for tax proposals that support and enable businesses to grow and
prosper, rather than stifle the businesses with the proposed amendments to the Income Tax Act (Cap 470),
Vafue Added Tax Act (Cap 475), Excise Duty Act (Cap 472), Miscellaneous Fees and Levies Act (Cap 469C),
the Tax Procedures Act (Cap 4598) and the Stamp Duty Act (Cap 480).

We appreciate the opportunity to present our proposal and would be pleased to appear before the committee
to further support and discuss our recommendations.

Yours faithfully.

For: SKM Afrlca LLP

Karaya Mokaya
Llanaglng Partner

Sl(H AfTICA LLP
Certmed Publlc Acrcou ntants
5li Foo., Relr$ow Torvs
32 tt $iU{ Rd. lvesdads
P.O. 8d 28727 - mrm
ilelrobl, Kenya

Moblle
Tchphone

rcb6lte
Emrll
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1 Section 2 of the Finance
Bi[, 2025

The Bill proposes to amend Section 2

of the Income Tax Act ("ITA") and
expand the definition of royalty to
include payments for the distribution
of software where regular payments
are made for the use of the software
through the distributor.

The proposed definition seeks to
expand the ambit of royalty to all
softwa re- related payments and
subject them to Witholding Tax
("wHr").

Delete the clause The proposed amendment contravenes international best practices,
particularly Article 12 of the Organization for Economic Cooperation
and Development Model ("OECD") Tax Convention Model, that
require payment to be subjected to WHT if made for consideration
for rights to the software's underlying Intellectual Property ('IP")
rig hts.

The amendment will increase the cost of doing business, as the
additional tax burdens are likely to be passed on to the final
consumer, ultimately affecting market competitiveness and economic
growth.

It is our submission that regular payment made to software
distributors for use of software should not be subjected to wHT.

2 Section I of the Finance
Bilt, 2025

The Bill proposes to amend Section
15(4) of the ITA to introduce limitation
of the period on the utilization of tax
losses to 5 years.

Amend the clause
to provide allow
for extension of
tax loss utilization
period beyond the
5-year limit

The proposal to cap utilization of tax losses to 5 years is detrlmental
to businesses lvith long investment cycles and huge capital-intensive
investments where the businesses will not have broken even to
recover the huge expenditure within 5 years resulting in forfeiture of
unutilized losses beyond the s-year period, potentially increasing
their tax liability and reducing overall post-tax profitability. The
proposal will potentially discourage long-term investment and affect
cash flow planning for affected entities,

Additionally, the Bill is silent on the provision to allow for extension
to utilize tax losses beyond the 5-year limit. Further, we also note
that the proposed amendment does not have a transitional provision
for losses that may have arisen in prior years.

Proposed Amendments to the Income Tax Act

Clause in the Finance Description of the clause
Bilt,202s

Our Proposal lustification
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