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THE FINANCE BILL., 2026
A Bill for

AN ACT of Parliament to amend the laws relating to
various taxes and duties: and for matters incidental
thereio

ENACTED by the Parliament of Kenya, as follows—
PART I—PFRELIMINARY

1. This Act may be cited as the Finance Act, 2026,
and shall come into operation as follows —

(a) on 14 January, 2027, sections 19, 20,25, 35, 36,
INadi). FMadair, S9bMiiy, 3I2a)ix) mnew
paragruph 163;

ib) all other sections, 1st July, 2026,
PART I —INCOME TAX

2.  Section 2 of the Income Tax Act is amended in

subsection (|} —

{a) in the definition of “immovable property”, by
deleting the word “and™ appearing immediately
after the words * immovable property™ the end of
item [a). and substituting therefor the word "or'™';

(b} in the definition of “management or professional
fee”, by inserting the words “and inclodes
interchange fees and merchant service fees
arising froam transactions that use a card as a
means of payment” immediately after the word
“ealeulated™:

(c) by deleting the definition of “rovalty™ and
substituting  therefor the following new
definilion—

“royalty” means a payment made as a consideration

for—

{a) the use or the right o use —

(1) any copyright of a literary, artistic or
scientific work:

(i) any software, proprictary or off-the-shelf,
whether in the form of licence, development.,
trining . mamntenance or support fees.
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{iii) any cinematograph film including a flm or
tape for radio or television broadcasting;

(iv) any patent. trademark. design or model,
plan. formula or process:

(v} any industrial, commercial or scientific
equiprnent;

iv1) information concerning industrial,
commercial or scientific  equipment  or
experience, and any gains derived from the
sale: or exchange of any right or propery
giving rise to that royalty; or

{vitja proprietary digital platform,  payvment
network. paymeni-card scheme, payment
processing system. switching  system.
clearing system  or settlement  system.
including access, participation or usage
rights in such system through a card,
whether the consideration is periodic or
ransaction-based and whether or not the
payment is described as a service fee,
transaction fee. network fee, ussessment fee,
processing lee or simalar charge; or

(b) the distribution of sofiware where regular
paymenis are made for the wse of the software
through the distributor;

(d) by deleting the definition of “withdrawals” and
substiluting  theretor the following new
definition;

“withdrawals” means any amount of money, cash
equivalent, or money's worth paid or disbursed 1w the
account of a playver, by a person licensed issued under the
Ciambling Control Act, 2025;

(e} by inserting the following new definition in
proper alphabetical sequence —

“winnings” means a pay-oul, by a person licensed
issued under the Gambling Control Act, 2025, from a
lottery or prize competition under the Gambling Conurol
Act, 2025, but does not include the amount staked or
wagered,
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3. Section 5 of the Income Tax Act is amended
subsection (4)—

{a) in the proviso to paragraph (g). by inserting the
following new paragraph immediately afler
paragraph (bj—
fe) the graluity was for a contract of service for

i contimuous penod of at least three years:

{b) by inserting ke [lollowing new paragraph
immediately after paragraph (g)—

{ga) any contribution to a grafnity in respect ol
employment or services rendered:

Provided that—

{i}  the gratuity was for & contract of service for
acontinuous period of at least three years:

{ii}) the tolal comributions does not exceed
thirty-one per cent of the basic salary of the
empioves; and

(iii) this puragraph shall not apply 1o any person
who is eligible for deductions under section
2A,

4, The Income Tax Act is amended by inserting the
following new section immediately after section bA —

| mprcitiom of o GB. (1) Where the income of a non-

weniden reoil ¥ . 2 -

s resident person is accrued in or derived from
the use or occupation of property situated m
Kenya. a tax 1o be known as non-resident
rental income tax shall be payable by that
non-resident person al the mie specified in the
Third Schedule which shall be a final tax on

the imeoane.

(2} A non-resident person subject o the
tax payable under subsection (1) shall—

(a) register and account for the tax

through a simphfied regstmation
framework  prescribed by the
Commissioner; and

b
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(b} subnut a return and pay the tax due on
or before the twenticth day of the
muonth following the end of the month
For which the rent is paid.

{3} Subsection (2} shall not apply where
the imcome accrued in or derived from the use
or occupation of the property received by a
resident person on behalf of the non-resident
person who is subject to the deduction of ax
specified i section 333K,

5. Section ® of the Income Tax Act 1s amended by
deleting subsection (5A).

6. Section 9 of the Income Tax Act is amended by
nserting the following new subsection immediately after
subsection () —

{1A) The tax charged under subsection (1} shall be
payable within five days afier the payment is received
or the ship leaves the port of lading, whichever is
carlier.

7. Section 10 of the Income Tax At s amended in
subsection (1), by inserting the following new paragraphs
mmmediately after paragraph (m}—

{n) sale of scrap metal,
{0) winmings.

& The Income Tax Act i1s amended by repealing
section || and replacing it with the following new
section—

i . .
famtiir [.I. {1} Any imcome chargeable to tax and
i received by a person in the capacity of a

trustée. exeéculor of admimstrator, shall be

deemed 1o be the income of that trustee,

executor or administrator.

i) Dwadend or interest which g mcluded
in the income of the trustee. executor or
administrator under subsection (1} shall not
be subject to further tax under this Act.
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(3) Where a trustee. executor or
admimstrator has paid tax on the chargeahle
icome of the trust, a beneficiary of the trust
shail not be liable 10 pay tax an that income,

9.  Section 12 of the Income Tax Act is amended in
subsection (1), by deleting paragraph {a) and substituting
therefor the following new paragraph —

{a) if 1o the best of his judgement and beliel he will
have no income chargeable o tax for that year of
income other than emoluments,

10. Secuon 15 of the Income Tax Act is amended in
subsection (2}, by inserting the following new paragraph
immediately after paragraph {ae)—

(af} in the case of an employee, the amount of mierest,
nol exceeding three hundred and sixty thousand
shillings. deducted for the repavment of a loan
advanced by the Central Bank of Kenya for the
construction, purchase or mprovement of a
house occupied by the employee.

11. Section [6 of the Income Tax Act s amended in
subsection (2)(j}ui)E) by deleting the words “lending and
leasing business™ appearing after the words “invelved in”™
and substituting therefor the words “lending or leasing
business. or both™.

12. Section 8D of the Income Tax At is
amended —
(@} in subsectiom (1). by deleting the expression

“subsection (3)" appearing afier the words
“accordance with” and substituting therefor the
expression “subsection (2"

in subsection (2). by deleting the expression
“subsection (1)" appearing aficr the words
“accordance with” and substituting therefor the
expression “subsections {1} and (1A17:

i subsection (5), by deleting the expression
“subsection (1)"  appearing after the words
“avcordance with” and substiiuting therefor the
expression “subsections (| yand (1A},

(b}

(el
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Secnon 18F of the Income Tax Act is amended —

i the definition of “a country -by-country report”,
by deleting the expression “section [RD{1)”
dppeanng  after the words “filed under™ and
substituting  therefor the expression “séction
| BN 1) and (1A

m the definition of “excluded multinational
enterprise group”, by deleting the expression
“section 1BD(1)"  appeanng after the wonds
“specified " amd substituting  therefor the
expression “section [RD( 1R}

by deletng the definiion of “ultimate parent
entity” and substituting therefor the following
new delimition—

*ultimate parent entily” means & constituent entity of a
multinational enterprise group where —

(a)

b}

il

4.

fa)

the constituent entity owns directly or indirectly &
sufficient interest in ome or more  other
constituent entities of the multunational enterprise
ETOUp:

the constituent entity is required to prepare
consolidated  financial  stalements  under
accounting principles generally applied m its
junsdiction of m@x residence, or would be so
required il ils equily interests were traded on a
public securities exchange in its jurisdiction of
tax residence: and

there 15 no other consttuent entity of the
multinational enterprise group that owns directly
or indirectly a sufficient interest in any of the
other constituent entittes of the  multinational
enterprise group.

Section |9 of the Income Tax Act is amended —

in subsection (35—

(11 by deleting the words “life insurance fund™
appearing in paragraph (a) and substituting
therefor the words “statutory fund™; and
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(1} by deleting the words “life insurgnce fumd™
appearmg in paragraph (b) and substituting
therefor the words “statutory fund”;

in subsection {5A), by deleting the words “life

msurance  fund” wherever they occur  and

stthstituting therefor the words “statutory fund™;

in subsection (6}, by deleting the words “lile
insurance fund™ appearing in paragraph (b) and
substituting therefior the words “statutory fund™;

in subsection (6A), by deleting the words “life
insurance  fund” wherever they occur and
substituting therefor the words “statutory fund™;

in subsection 7 —

(i) in the definition of “annuity fund™. by
defeting the words “life insurance fund™
wherever they occur and substituting
therefor the words “statutory fund™;

(i) by deleung the defininon of “life insurance
ﬁ]“'dh',
(iti) by inserting the following new definition in
proper alphabetical sequence —
“statutory  fund”  means a  fund
established under section 45 of the Insurance
Act.

The Income Tax Act is amended by repealing

seclion 23,

16. Section 24 of the Income Tax Act 15 amended in
subsection (1), by deleting the words “that part of the
income” appearing after the words “he may direet that”,
and substituting therefor the words “ai least sixty per cent
of that pant of the income™,

17.

Section 35 of the Income Tax Act is amended —

in subsection (] )—

{i) by deleting subparagraph (iii} appeanng in
paragraph (a);

(i} by deleting paragrsph (u):

(iiiy by adding the following new pamgraphs
immediately after paragraph (u)—

48y
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i v) the sale of scrap metal;
(W winnings;

(by in subsection {3), by adding the following new
paragraph immediately after paragraph (o) —

{p) the sale of scrap metal;
(g) winnings.
18. Section 52 of the Income Tax Act is amended —

fa) in subsection (1 ). by deleting the words “within a
reasonable fime, not being less than thiny days
from the date of service of the notice™ appearing
immediately after the words “fumish him”, and
substituting therefor the words “by the last day of
the fourth month following the end of the
person’ s vear of income”;

(b} by inserting the following new subsection
immediately after subsection (1) —

{1A) Where the tax return submitted under subsection
{1} relates w0 a nil amount of wx pavable, the person
required 1o submil the tax return shall submit the eetuirn
within one month following the end of the year of income
0 which the return relates.

19. Section 52B of the Income Tax Act is amended —

(ay i subsection (1) —

(1} by deleting the words “including & self-
assessment of his tax from all sources of
mcome, nil later than the last day of the
sixth month following the end of his year of
mcome”  appeanng  in paragraph (i) and
substituting therefor the words “by the last
day of the fourth month following the end of
the person’s year of income™;

(ii) by deleting the words “including a self-
assessment of his ax from all sources of
mcome, aol lawer than the last day of the
sixth month following the end of his year of
income”™ appearing in paragraph (ii) and
substituting therefor the words “by the last
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day of the fourth month following the end of
the person’s year of income™;

{b} by imsenting the following new  subsection
immediately after subsection (| )—

{ 1A) Where the tax retum submitted under subsection
(1) relates to 4 nil amount of tax pavable, the person
required (o submit the tax returmn shall submit the return
within one month following the end of the yvear of income
1o which the retum relates.

20. Part | of the First Schedule to the Income Tax is
amended —

ta) in paragraph 53, by inserting the following
paragraph immediately affer paragraph (c) of the
prowiso —
{d) benefits ansing due to death;

iby inserting the following new  paragraph
immediately after paragraph 75—

6. Any capital gans relating to the mansfer of
property Lo & real estale investment trust registered by the
Commissioner under section 2001 ).

21. The Sccond Schedule o the Income Tax Act is
amended in the table appearing n paragraph 101}, by
adding the words “per wyear. in equal instalmenis”
immediately after the expression “10% ™ appearing in item
(al vin).

22. Head B of the Third Schedule 1o the Income Tax
Act is amended —

() i paragraph 2. by deleting subparagraph (1;
(b} in paragraph 3—
{i} by deleting the proviso to subparagraph (d);

(i) by inserting the following new
subparagraphs unmediately after
subparagraph (w)—

(%) in respect of the sale of scrap metal. one and
A half per cent of the gross amount:

(¥} inrespect of winnmings. twenty per cent;
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fc} in paragraph 5, inserting the following new
subparagraphs immediately afler subparagraph
Lp)—

(q) i respect of the sale of scrap metal. one and a
half per cent of the gross amount:

{r]  in respect of winnings, twenty per cent.

23. Paragraph 2 of the Eighth Schedule 1o the Income
Tax Act is amended —

{a) in subparagraph (c), by deleting the expression
“subparagraph {a)” appearing immediately after
the words "10 which”™ and substituting therefor
the expression “subparagraph (b17

(b) by inserting the following new subparagraph
immediately after subparsgraph (c)—

{d)  gains derived from the alienation of shares by a
non-resident person where the shares derive their
villwe from Kenya or the alienation results i a
change of the group membership of a company
resident in Kenya or of ownership of, title in. or
interest in property located in Kenva,

24. The Ninth Schedule 1o the Income Tax Act is
amended —

fa) in paragraph 2, by insertingt the following new
subparagraph  immediately after subparagraph
{(3)—

(4] The non-resident tax rates for repatnated meome
by & licensee under section 7B shall be fifieen per cent.

(b) i paragraph 7—

(1) in subparagraph (33, by deleting the words
“thirty-seven and & halfl percent™ appearing in
itemn (b)) immediately after the words “non-
resident company”™ and substitute therefor the
words “thirty percent™;

(it} by adding the following new paragraph
immediately after subparagraph (3)—

(4) The non-resident tax rates for repatriated income
by & contractor under section 7B shall be fifteen per cent.
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I’AII'.T MI—VALUE ADDED TAX
25. Section 2 of the Value Added Tax Act is Amendmemol

amended in subsection (1) — i 2ok Cap

e} by deleting the defimtion of “assessment’;

(b by deleung the definnion of “information
rechnology™;
(€) by deleting the definition of “ax compulerized
system’”
26. Section 13 of the Value Added Tax Act is ﬁ'j'"“ﬁ"'l':_
amended in subsection (6). by deléting paragraph (a1 and e g
substituting therefor the following new paragraph —

(a} in the case of o supply of goods from a person
licenced to carry on hire purchase business under
a hire purchase agreement registered  in

accordance with the Hire Purchase Act, any ' ° "
Nnancial Lharg_c payable in relation to the *;||.I|,'.|-|"II‘|.
of credit under the agreement.
Z7. The Value Added Tax Act iz amended by tresmm o ses
spctian T4 o

inserting the following new sectiom immediately after (o o
section 17—

:‘WJ::::'_':'I* :TI ITA. (1} Where, on the dale taxable
.:':yunn'mﬁ.. supplies by a registered person become exempl
Chempt and the person has deducted inpul tax on such

supplies but the supplies remain unsold, the
person shall account for an amount equal to the
mput tax relating 10 the supplies which remain
unsold in the tax retum of the penod when the
taxable supply became exempt,

(2} When accounting for input tax under
subsection (2), the person shall use the method
used when input tax was deducted in respect of
the supplics belore the date the supplics
became exempl.

{3) Where the sdjustment resulls in excess
input tax, the person shall bé liable to pay the
resulting tax to the Commissioner.
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28, Section 31 of the Value Added Tax Act is amended
in subsection (1), by deleting the words “two years”
appearing in paragraph (a) immediately after the wonds
“period of " and substituting therefor the words “three
VERrs .

29, Section 42 of the Value Added Tax Act is
amended —

(a) in  subsecton (1), by deleting the word
“registered person” appearing immediately after
the expression “subsection (2), a" and
substituting therefor the word “person’™;

(b} by deleting subsection (2} and substiluting
therefor the following new subsection —

(2) An invoice showing an amount that purpons to be
tax shall only be issued in respect of a taxable supply.

30. The Value Added Tax Act is amended by repealing
section H6.

3. Section A of the First Schedule o the Value Added
Tax Act is amended —

fa) in Pari [1—

(1) by defeting paragraph 49;
(it} in paragraph 51—

(A}by inserting the words “spare pans”
immediately after the word “lubricants”™
appearing in paragraph 51;

{Biby adding the following new proviso—

Provided that any exemption granted for
spare parts before the 30" June 2026,
shall apply until the conclusion on the

project,
(i) by deleting paragraph 58:
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{iv)
(v

vi)

The Fimance Bill. 2026
by deleting paragraph 6.

by deleting the words “any other aircraft

sparc” appearing in paragraph 89 and
stbstituting therefor the word “airerafi™

by deleting the words “three hundred”
appearing  in paragraph  99{i) and
substituting  therefore  the  words  “two
thousand ™,

(vii) by deleting paragraph 109,

{vili} by deleting paragraph 153,

{ix)

by mserting the following new paragraphs
immediaiely after paragraph 157 —

| 58. Dialyzers of tariff number 8421 29.00.
159, Scrap metal.

|60, Inpuis or maw materials  locally
purchased or imponed for the
manufacture of animal feeds upon
recommnendation by the  Cabinet
Secretary  for  the time  being
responsible  for matters relating e
agriculiure.

|6l Inputs or maw malerials  locally
purchased or  imponed for  the
manufacture  of  pharmaceuotical
products upon recommendation by the
Cahinet Secretary for the time being
responsible  for matters relating W
health.

162, Transportation  of sugarcane  from
farms to milling factones.

163, The supply of imported or locally
purchased  telephones for cellular
networks and other wireless networks.

L
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164, The supply of motorcycles of tarifl
heading 57116000,

FaS. The supply of eleciric bicycles.

l&sh. The supply of solar and fithium-1on
batterics,

167. The supply of electric buses of tariff
heading 87.02.

|68, Bioethanol vapour (BEV) Stoves
classified under HS Code 73211200
(cooking  appliances and  plate
warmens for liguid fuel),

169, Wom clothing and other worn articles
of tarifl heading 6309, other than

wpan iportation.

170, The supply of goods for the direct and
exclusive use in the implementation
ol infrastructure projects  undertaken
under & public private partnership
framework. upon approval by the
Cabinet Secretary on the
recommendation of the Cabinet
Secretary for the Minisiry responsible
for the implememation of the project.

(b) in Part Il —

{i} n paragraph 1. by deleting subparagraph (b}
and substituting therefor the following new
sibparagraph—

(b} the issue, transfer, receipt or any other
dealing with money, including money
transfer services. and accepting over the
counter payments of household bills, but
does not include —

(i} the services of camiage of cash,
restocking of cash machines. sorting
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or counting of money; and

(11) money transfers. paymenl processing,
seitlernent,  merchants acquiring.
galeway  Or  AgUTeganon  Services
supplicd over a software or platform
for & fee or commission by a payment
service provider;

tiif paragraph 25 is amended by inserting the
following new definitions—

For the purposes of this paragraph—

“tour opermtor”  meéans @ tour or  safar
operator licensed as such by the competent
authority  responsible  for  regolating and
overseeing the tourism sector; and

“in-house supplies” means supplies made
from a lour operator’'s own TesOUrCes; Or
bought from  third parties but matenally
altered so  that the supply made s
substantially different to thar purchased.

(iifiby deleting paragraph 26;

(iviby adding the following new paragraph
immediately after paragraph 38—

39, The supply of services for the direct and
exclusive use m the implementation of
mirastructure prajects underiaken under &
public privale parinership  Fumework,
upon approval by the Cabinet Secretary
on the recommendation of the Cabinet
Secretary for the Ministry responsible for
the implementation of the project.

A2 The Second Schedule to the Value Added Tax Act ’_*“""“‘:LI"':;IT*

is amended in Part A— air L 47,

fa) by deleting paragraph 11;
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(b} by deleting paragraph 21:
{c) by deleting pamgraph 29;
{d) by deleting puragraph 30,
ie} by deleting paragraph 31;
(fy by deleting paragraph 32:
(g} by deleting paragraph 33.
{h) by deleting paragraph 34;
(1} by deleting paragraph 35;
PART IV —-EXCISE DUTY

33 Section 2 of the Excise Duty Act is amended by
mzerting  the following new definition in  proper

ﬂiphahelitﬂl Sequence— —

“antque, vintage or “classic vehicle” means &
motor vehicle whose yvear of Tirst registration is at
least thirty years before the diute of purchase of
the motor vehicle and whose value is at least en
million shillings exclusive of depreciation,

3. Section 6 of the Fxcise Duty Act 15 amended by
mserting the following new subsection immediately after
subsection (4)—

{44) Despite subsections (1) and (4), the
hability of an importer or a licensed manufacturer
for excise duty on & locally purchased or imponed
telephones for cellular networks and other wireless
networks shall arise at the time of the activation of
the phone.

{4B) The Cabinet Secretary may make
regulations for the better carrying out of subsection
{dA).

35. Section 36 of the Excise Duty Act is amended —
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(4A) Despite subsections {1} and (3}, the cxcise
duty payable in respect of telephones for cellular
networks and other wireless networks shall be paid
to the Commissioner by the time of the activaiion
of the phone.

{4B)

The Cabinet Secremry may make

regulations for the betier carrying out of subsection

4AD.

36, The First Schedule to the Excise Duty Act s

amended —

() in Part [, in the second table —

i)

Fariff Description

by deleting the description “imported
cellular phones™ and the corresponding
rate of excise duty and substituting
therefor the following new description
and rate of excise duty —

Rute of éxcive dury

Telephones for cellular networks 25% of the excisahle
and other wireless networks of value.
tariff heading B517.

(i

(ii}

by deletng the descnption “fruit juices
(including grape must} and vegelable
juice, unlermented and nol containing
added spirit, whether or nol containing
added sugar or other sweetening matier”
and the comesponding rate of excise
cluty;

i the description “bottled or similarly
packaged waters and other non-akcoholic
beverages. not including Fruil  or
vegetable juices”. by deleting the words
“bottled or similarly packaged waters
and other” appearing immediately belore
the worids “non-alcoholic beverages, nol

Gnd
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including fruit or vegetible juices™:

in the deseription “Beer. Cider. Perry,
Mead. Opague beer and mixtures of
fermented beverages with non-alcsholic
beverages and spirituous bevermges of
alcoholic strength nol exceeding 6% ™, by
deleting the proviso to the corresponding
rate Of excise duty;

in the description “spirits of undenatured
exiri  neutral  alcohol  of  alcoholc
strength exceeding 90% purchased by
licensed manufacturers ol  spirituous
beverages” by deletng the words
“purchased by heensed manufacturers of
spirituous beverdges™;

in the description “cigars, cheroots,
cigarillos. containing tobacco or 1obaceo
substitutes” hy deleting the
corresponding  rate of excise dutv and
substituting therefor the new rmte of
excise duty of "Ksh. 18,000 per kg™

in the description “other manufactired
tobaceo  and  manofactured  wobacco
substitutes; “homogenous™ and
“reconstituted whacen': tobacoo extracts
and  essences” by deleting  the
corresponding  rate of excise dety and
substituting therefor the following new
rate of excise duty “Ksh. 12550 per kg™,

in  the description “Imported  sugar
confectionary of wriff heading 17,04 by
deleting the word “imported:

by deleting the description “imported
articles ol plastic of tanfl heading
3923.30.00" and the comesponding rate
of excise dity:
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i the deseription “impored ceramic
sinks. wash basins. wash basin pedestals,
baths, bidets, water closet pans, Mushing
cisterns. urinals and similar  sanitary
fixtures of tanfl heading 69107 by
deleting the corresponding rate of excise
duty and substituting therefor the
following new rate of excise duty—

“5% of the excisable value;

by deleting the descmption “imported
aricles of plastic of tanff  heading
3923 3000 and 392300007 and the
corresponding rate of excise duty:

n the description of © Imponed ceramic
flags and paving. hearth or wall tiles:
unglazed ceramic mosaic cubes and the
like, whether or not on a backing:
finishing ceramics of tarifl 6907 by
deleting the corresponding rate of excise
duty and sobstituting therefor the
following new rale oF excise duty —

“5% af the excisable value;

in  the descripiion “Imported CGilass
bottics (excluding imported glass bottles
for packaging of pharmaceutical
products)”, by deletmg the provise:

in the description “Imported formiture of
tariff heading 9403 excluding furniture
originating  from  East  African
Community Partiner States that meet the
East African Community Rules of
Orngin™. by deleting the words
“excluding those originating from East
African Community Partoer States that
meet the East African Community Rules
of Origin™
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i the description “Imporied printed
paper of paperboard of tanff heading
4811.41.90 or 48114900 but excluding
those originating from East  African
Community Pariner States that meet the
East African Community Rules of
Ongin®, by deleting the words “but
excluding those originating from East
African Community Partner States that
meet the East African Community Rules
of Cmgm™;

i the description “hmported plates of
plastic of tarff heading 3919.90.90,
39201090, 3920 .43 90, 392062 90 and
39211990 but  excluding those
originating  from  East  African
Community Partmer States that meet the
East  African Community Rules of
Origin”, by deleting the words “but
excluding those originating from East
Afncan Community Partner States (hat
meet the East African Community Rules
of Origin™;

in the descripiion “Imporied paper or
paper board, labels of all kinds whether
of npot printed of tariff heading
48211000 and 48219000 b
excluding those originating from Easi
African Community Partner States that
meet the East African Community Rules
of Origin™. by deleting the words “but
excluding those originating from Easl
African Community Pariner States that
meet the East African Community Rules
of Origin™;

in the description “Imported printing ink
of wariff 3215.11.00 and 3215.19.00 but
excluding those originating from Easl
African Community Partner States thal
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meet the East Afncan Community Rules
of Ongin’, by deleting the words “but
excluding those originating from Easi
African Community Partner States that
meet the East African Community Rules
of Origin™;

i the descnption “Imponted Float glass
and surface ground or polished glass, in
sheets, whether or not  having an
absorbent. reflecting o non-reflecting
laver, but not otherwise worked of tanff
005 but excluding those imported by a
registered  processor  upon the
recoimmendation by the  Cabinet
secretary responsible for matter relating
to industry and those originanng from
East African Community Pariner States
that meet the East African Community
Rules of Ongin. by deleting the words
“and those originating from East African
Community Partner States that meet the
East African Community Rules of
Onigin™;

in the description “Imported other self-
adhesive plates, sheets, flm, foil. tape.
stip and other flal shapes, of plastics.
whether or not i rolls of @l number
A919.90.H), but excluding those
originating  from  East  African
Commumity Partner States that meet the
Fast Afncan Community Rules of
Ongin™, by deleting the words “bui
excluding those originating from East
African Community Partner States that
meel the East African Community Rules
of Origin™;

i the descopiion “Imported  printed
polymers of ethyléne of other plates,
sheets. film. foil and stnp, of plastics.

G73
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noncellular — and  not  remnforoed,
laminated, supported or  similarly
combined with other materials of tantt
number 3920 10.90, but excluding those
originating  from  East  African
Community Pariner Siates that meet the
East African Community Rules of
Origin™, by deleting the words “but
excluding those origimating from East
African Community Partner States that
meet the East African Community Rules
of Ongin™:

m the description “Imported printed
polymers of vinyl chlonide containing by
weight not less than 6% of other plates.
sheets, film. foul and sinp, of plastics,
noncellular and not reinforced.,
laminated, supported or  similarly
combmed with other matenals of tariff
number 392043 90, but excluding those
oniginating  from  East  African
Community Panmner States that rmeet the
East African Community Rules of
Origin”, by ‘deleting the words "“hui
excluding those originating from East
African Community Parner States that
meet the East African Community Rules
of Ongin™;

i the description “lmported printed poly
(ethylene erephthalate ) of
polycarbonates, alkyd resins, polyailyl
esters or other polyesters of other plares,
sheets, film, foil and strip, of plastics,
noncellular  and  not  reinforced,
laminated, supported or similarly of
tarff number 3920.62 90, but excluding
those originating from East  African
Community Partner States that meet the
East African Community Rules of
Origin®. by deleting the words “but
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excluding those originating from East
Afncan Community Parner States that
meel the East African Community Rules
of Origin™;

in the description “Imported  prinved
cellular of other plastics of other plates,
sheets. film, foil and stp of anff
number 3921.19.90, but excluding those
originatmg  frem  FEast  African
Community Partner States that meet the
East  African Community Rules of
Ongin™. by deleting the words “but
cxcluding those onginating from East
Afncan Community Partner States that
meel the East African Community Rules
of Origin™;

m the descniption “Printed sell-adhesive
paper of ariff momber 45114190, but
excluding those origmating from  East
Alrican Community Partner States that
meet the East African Community Rules
of Origin™, by deleting the words “but
excluding those onginating from East
African Community Partner States that
meet the East African Community Rules
ol Origin™:

m the descnpion “Gummed paper and
paperboard of tariff number 4811 .49.00
but excloding those originating from
East African Community Parimer States
that meet the East African Community
Rules of Origin™, by deleting the words
“but excluding those originating from
East African Community Partner States
that mect the East Aincan Community
Rules of Origin™;

m the description “Imported Uncoated
kraft paper and paperboard, in rolls or

75
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sheets. kraftliner; unbleached of tariff
number 48041106 but excluding those
originating from East African
Community Pamner States that meet the
East Afncan Community Rules of
Origin™, by deleting the words “bul
excluding those originating from East
African Commumity Partner States that
meet the East Afrnican Community Rules
of Ongin™,

{xxviir) in the description “Imporned other kraft

{(Xxix)

[xxx]

paper or paperboard weighing 150g/m?
or less, in rolls or sheets; unbleached of
tarifi number 4804 31 .00 but excluding
those orginating from East  African
Community Pariner States that meet the
East  African Community Rules of
Origin™, by deleting the words “but
excluding those onginating from  East
Afncan Community Partner States that
meet the East Afnican Communily Rules
of Origin"™;

in the description “Imported other kraft
paper or paperboard weighing more than
50w/ m- but less than 225 g/m?®, in rolls
or sheets: unbleached of tanfl number
4804 4100  but excluding  those
originating from Easi African
Community Partner States that meet the
East Afrcan Community Rules of
Origin”, by deleting the words “but
excluding those originating from East
African Community Partner States that
meet the East African Community Rules
of Chrigin™:

in the description “Impored other krafi
paper or paperboard weighing 2235 g/m?
or more others in molls or sheeis;
unbleached of tariff number 4804 .51.00
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but excluding those originating from
Bast African Community Partner States
that meet the East African Community
Rules of Origin™, by deleting the words
“but excluding those onginating from
East Afncan Community Panner States
that meet the East Afncan Community
Rules of Origin™;

i the description. “Imporned Glass of
heading 70.03. 7004 or 7005, bent.
edge-worked, engrived, drilled,
enamelled or otherwise worked, but not
framed or fitted with other materials of
Tanff Heading 7006, but excluding
those from East Afnica Community
Parner States that meet the East Africa
Community Rules of Origin™. by
deleting the words “but excluding those
orginating fromm East African
Community Partner States that meet the
East African Community Rules of
Origin’,

in the description “Imported safety glass
of tariff npumbers 70071900 and
TOO7.29.00  but  excluding  those
originating from  East African
Community Pariner Siates thal mee! the
East  African Community Rules of
Origin”, by deleting the words “but
excluding those onginating from East
Alrican Community Partner States that
meel the East African Community Rules
of Ongin™;

ixxxii) in the description “Imported Multiple-

walled insulating units of glass of Tariff
Heading T0.08, but excluding those from
EBast Africa Community Partner States
that meet the East Africa Community
Rules of Origin™, by deleting the words

oYy
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“hut excleding those originating from
East African Community Partner States
that meet the East Afnican Commumnity
Rules of Origin™.

(xxxiv) in the description “spirits of undenatured
extra  neotral  alcohol of alcoholic
sirength exceeding Y90% purchased by
licensed manufacturers of spirituous
beverages™ by deleting the
comesponding rate of excise duty and
substituting therefor the following new
rale of excise duty —

“kshs. BO per litre™

{(xxxv) by adding the following new tanff
descripions and corresponding rates of
excise duty —

Fariff Description Rate aof excise dury
Articles of plastic of farifi heading 10%:

JG23 30,00 and 3923.90.90

Coal 3% of the excisable

value

Antique, vintage and classic’30% of the excisable
vehicles value

Fruit juices (including grape must)Ksh. 14,14 per lire
and vegetable juice, unfermented
and not containing added spint.

Fruit juices (including grape must)Kshs. 20 per hire
and vegetable juice. unfermented.

contaming added sugar or other

sweetening matter  and  not

containing added spirit

(b)) in Pam Hl —
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(i} in paragraph 4A, by deleting the words “into
a customers betung wallet” appearing
immediately after the word “deposited™ and
substituting therefor the words “for betling

PUTPOSEsE™
(i1 by deleting the provise to paragraph 4A;

tiin} in paragraph 4B, by deleting the words “mto
a customer’s betting wallet™  appearing
immediately after the word “deposited” and
substituting therefor the words “for gambling

purposes’;

(iv) by inserting the word “service™ immediately
before the word “providers” appearing in
paragraph 9;

(¢} in Part 11—

(i) by deleting the defimtion of “amount
deposited into a customer's betting wallet™;

(11} by inserting the following new definitions in
proper alphabetical sequence —

“amount deposited” means the total value
of money or money s worth paid. transferred,
credited, or otherwise made available for
betting or gambling purposes to a person who
has been issoed & licence under the Gambling
Control Act, whether provided by a player or
the operator, whether in cash or cash
equivalents, whether or not such amount is
held in an account opemated by a player,
operator or licensed person, or converted into
chips, tokens, tickets. credits, or similar
inslruments;
“virtual asset” has the meaning assigned  Jo S0
to it in section 2 of the Vinual Asset Service 35

Providers Act, 2025;

“virtual assel service provider™ has the
meaning assigned 10 it o section 2 of the
WVirtual Asset Service Providers Act, 2025,
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PART V—-TAX PROCEDURES

37, Section 3 of the Tax Procedures Act is amended in
subsection {1)—

{a) by deleting the definition of “certificaie of
Origin:

(b} by inserling the following new definition in
proper alphabetical sequence —

“virtwal asset” has the meaning assigned 10 1

in section 2 of the Vibnual Asser Service
Providers Act, 2025:

“virtual asset service provider™ has the

meaning assigned 10 il in section 2 of the Vinual
Asset Service Providers Act, 2025,

38, The Tax Procedures Act is amended by inserting the
following new sections immediately afier section 6B —

Wartuul e

seryace prvidens i

(il Enformion
TEiRirms

6C. (1) Each wvirual assel service
provider shall file an information return with
the Commissioner in respect of all the
vinual-asset users with which il mamtains a
relationship in every calendar year and that
are identified as reportable users or as
having controlling  persons  that  are
reportable persons,

{2y A virtual asset provider shall be
reguired 1o file the information retum under
subsection (1) if the virmual assel service
provider provides a service that effectuales
exchange transactions or making available
trading platform on behalf of a customer,
and includes acting as & counlerparty, of 4s
an  intermediary. to  the exchange
transactons.

{3) A person who makes a Ffalse
statement in an information retum under
subsection (1) commits an offence and shall
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be liable on conviction 0 a fine of ope
hundred thousand shiflings for each False
stalement, or imprsonment for a term not
exceeding three years, or to both,

(4) A person who omits any information
required to be included in an mformation
return under subsection (1), shall be lisble w0
a penalty of one hundred thousand shillings
for each ormission,

(51 A person shall not be liable under
subsection (3) or {4) where the information
required 1o be included in an information
return under subsection (1) 15 i respect of
another person and a reasonable effort was
made by the person to obtain  the
miformation from that other person.

{6} A virtual asset service provider thal
fatls 1o file an mformation retum or a “ndl™
information return when  reguired  under
subsection {17 shall be liable 10 pay a
penalty of one million shillings for each
failure,

6D. (1) Kenva may enter into #n
agreement  with another country for the

e eoantries on - Allomatic exchange of information relating

wirtisel sl
I EACTInng,

o transactions mvolving virtoal assets.

(2} An agreement under subséction (1)
shall  provide for the exchange ol
information relating fo—

ia) information  retums  filed  under
section 6C0] ),

(b) due diligence reporting and recond
keeping obligations prescribed under
this section;

f) the virtual deset users waith which 8

virtual  asset  service  provider
maintaing a relationship in every

GR |
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calendar year and that are identificd
s reporiable users or as having
contrelling  persons  that  are
reportable persons;

{d) nil retum Blings by vinozl asset
service  providers  who  do  not
maintain & relationship with virual
assel users that are identified as
reportable users or as  having

controlling persons  that  are
teportable persons: and

(e} arrangements or practices by virtual
assel  service  providers, the main
purpose or one of the main purposes
of which can reasonably  be
considered 1o be 10 aveid obligations
mmposed under this Act.

{5} In this section—

—

“information return”™ means a repod.
setting out prescribed information which a
reporting  virtual-asset service provider s
required to file with the Commissioner.

(6} The Cabinet Secretary may make

regulations necessary for the implementation

of this section,
39, Section 10 of the Tax Procedures Act is amended — Amendiest of
sepmmn

by inserting the following new subsections immediately oy desn
after subsection (8) —

{9) Where a person who was deregistered under this
section gualifies For registration under section 8. the
person  shall  apply w0 the Commissioner  for
reinstatement of the registration.

(101 Where the Commissioner is satisfied that the
applicant under subsection (9) is liable for tax under a
bix law, the Commissioner shall register the person and
issue the person the same PIN that bad been issued o
the person prior to the deregistration.
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40, Section 12 of the Tax Procedures Act is amended
by inserting the following new subsection immediately
after subsection (54—

(5B) A pon-resident person shall be exempr from
the requirement of & PIN when opening an account with
an investment bank.

41. The Tax Procedures Act is amended by insering the
following new section immediately after section 18—

R — 18A. (1} Where the Commissioner

= hoivies - 5 ke
determines in caccordance | with  the
information  obtuned under subsection (2)
thai—

{a) a person has entered into or camied
out a tax avoidance scheme;

(b} & person has obtained a mx benefit in
connection with the scheme: and

i¢) the purpose of enablimg the person
referred 0 in paragraph (b s o
obiain a X benefil,

the Commissioner may determine the fax
liability of the person who obtained the tax
benefit as if the scheme had not been entered
into or carried out.

(2) The Commissioner shall rely on—

Cop. &30 Cap, 470 {a) informetion  subminted (o the
Commissioner under section 35(5) of
the Income Tax Aot

b} the accounting of tax deducted under
section 370 1) of the Income Tax Act;

fc) mformation submitted to the

Capr. 460, 369 Commussioner under section 5A of
the Kenyva Revenue Authority Act;

R
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(d} mformation submitted through the
electronic system established under
section 23A;

{e) information  submimted ©  the
Commissioner under section 244

(N information  obtamned  from  the
mspection of goods and  records
conducted under section 55:

(g} information  odvained from  the
auditing of the records produced
ander section 59 or

(hi mformasbon  submitted 10 the dam
management and reporting  system
established under sectron 59A; or

(1} information  submitted 1w the
Commussioner  under  any  other
written law, 1o make 3 determimation
ander subsection {1}

{3) The Commuissioner shall issue 10 the
person referred 10 in subsection (1) (b)) an
assessment of the wx liability determined
under subsection (1) within five years from
the last day of the tax period w0 which the
tax liability relates.

(41 In this section —

“scheme™ includes a coorse of acoon,
and an agreemenl, arrangement, promise.
plan. proposal, or underiaking. whether
express of implied. and whether or ot
legally enforceable: and

“tax benefit” means -

ta) 8 reduction in the liability of a
person Lo pay mx;
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ib) an increase in the entitlement of a
person to a deduction for inpul tax;

() an entitlement o i refund:

(d} a postponement of a liability for the
payment of tax;

{e) an acceleration of an entitlement to a
deduction for inpul tax:

i(f) any other advaniage arising because
of a delay in pavment of tax or an
peceleration of the entitlement 10 a
deduction for input tax;

g} anything that canses a taxable supply
or taxable import not e be & taxabie
supply or taxable import, as the case
muly he; or

(hj anything that gives rise W &
deduction for input tax for an
acquisilion or import that is used or
s intended o be wsed other than in
making taxahle supplies.

42. The Tax Procedures Act is amended by inserting the
following new section immediately afier section 29—

O SEOneT
loy BxsuE amn
AkRCERICNE

29A. (1) The Commissioner may, in
accordance with the imformation obtained in
accordance  with subsection (2), issue an
assessment on the income of a person as he
may deem necessary.

i-2) The Commissioner shall rely on—

{a) the information submitied o the

Commissioner under section 35(5);

(b} the accounting of tax deducted wnder

GRS
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section 37(1);

Cap, a0 (c) the information submitied to  the
Commissioner under section 5A of the
Kenya Revenue Authority Act;

Cap 4690 {d) the informaton submimed o the
elecironic  system  established under
section 23A of the Tax Procedures Act;

{e) the information submitted o the
Commissioner under seclion 24 A

(Il the information obtained from the
mspection of  goods  and  records
condected under section 58;

ighthe information oblmned from  the
auditing of the records produced under
section 59,

{th) the mformation submitted to the data
management and reporting  system
established under section 59A; or

(i) the information submited 10 the
Commissioner under written law,

b bssue an assessment under subsection (11,

43. Section 37E of the Tax Procedures Act s
amended —

{a) in subsection (1), by deleting the expression
*31" December. 20237 appearing immediately
after the words “due before the™ and substituting
therefor the expression * 31" December, 20257

thy in subsection (2}, by deleting the expression
“31" December, 20237 appearing immediately
after the words “paid before the” and
substituting  therefor the expression 31"
December, 20257

Amendimeni
of section 37k
of Tap. A60H
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e} in subgection (31—

(i) in paragraph fa}, by deleting the expression
“31* - December, 20237 appearing
immediately afier the words “up to the' and
substituting therefor the expression 31
December. 2025

{11} in paragraph (b}, by deleting the expression
“30" June. 2025° appearing immediately
afier the words “later than the” and
substituting  therefor the expression =31
December. 2026";

fd} i subsection {4)—

(1) by deleting the expression “31" December,
2023"  appearing immediately after the
words “as on the” and substituting therefor
the expression 31" December, 2025

(i} by deleting the expression “30" June, 2025"
appearing immediately after the words
“unpaid on the” and substituting therefor the
expression “317 December, 20267,

d4. Section WA of the Tax Procedures Act is amended
by deleting subsection (2,

45, Section 42 of the Tax Procedures Act is amended in
subsection { 14}, by deleting paragraph (e).

46. The Tax Procedures Act is amended by repealing
section 444,

47. Section 47 of the Tax Procedures Act 1s amended in
subsection (1), by deleting the words “and value added tax

payable on imports™ appearning in paragraph a),

48. Section 75 of the Tax Procedures Act s amended
by adding the lollowing new section immediately alter
Subsection (2)—

.y

Amondmean
ol st 94
ui'l"‘ap_ inH,

Amendment
o ssction 42
al Cap, d64H

Repes| wl
BOpion 448 gl
Lap, diGtE .

A amealimena
of section 07
1o Cap: 64

Amendmeeni
ul sedtion T3
al Cap. S68E



SHH

Thi Fingace Bill 200q

(3} The Commssioner may use the information
technology contemplated under subsection (1) to
generate a prepopulated tax return on behall of a persoun
required to submit or lodge a tax return.

i4) A person required o submit or lodge & ax
return may rely on the prepopulated return genermted by
the Commissioner under subsection (3) o submit or
lndge the retum.

49, Section 77 of the Tax Procedures Act is amended
by deleting subsection (2).

50, The Tax Procedures Act is amended by repealing
section 86 and replacing it with the following new

SECTIoN —

Failur iopoimply
with el eetnmig T
Nyl

B6, (1) Where the Commissioner
determines that & taxpaver has fatled to
comply with the requirement under i tax law
o issue an electronic @x invoice, submit @
tax return in electronic form, or pay tax
electropically pursuant 10 section 75, the
Commisstoner shall 1ssee a notice m writing
w the laxpayer requiring he @xpaver to
provide reasons for the non-compliance.

{2) Upon receipl of the response of the
taxpaver as required under subsecton (1),
the Commussioner shall consider whether —

{a) the failore w0 comply arose from
crrewmstances beyond the reasonable
contral of the mxpayer:

b} the failure 1o comply was not due 1o
the wilful neglect or deliberate
default of the taxpaver; and

(c) the mxpayer ok reasonable steps 1o
comply with the relevant
requirement as soon as practicable.

Ameradmni il
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(3) Where the Commissioner is nol
satsfied by the reasons given under
subsection (2}, the taxpaver shall be liable 10
pity the higher of the following penalties—

(a) two tirnes the value of the tax due:
(b} one hundred thousand shillings; or

te) in the case of an individual, ten
thousand shillings.

51. Section %9 of the Tax Procedures Act |s amended —

{4} in subsection (54 )—

(i} in pamgraph {c}), by deleting the words “die
toa malfunction of an electronic tax system”
appeanng  immediately  after  the  word
“inlerest”™;

(i1} by mserting the tollowing new paragraph
immediately after paragraph (¢} —

ica) a malfunction of an electronic tax
SYSlem;

(b) by inserting the following new subsection
immediately after subsection (34)—

(3B) Despite subsection (5A). the
Commissioner may waive the whole or part of
any penalty or interest imposed under this Act
where the liability to pay the penalty or interest
does not exceed two million shillings and was
due to an ermor generated by an electronic tax
system,

5. Section 112 of the Tax Procedures Act is amended
in subsection (2} by inserting the following new paragraph
immediately after paragraph (b) —

(ba) the procedure for the submission or lodging of
returns based on  prepopulated ax  returns

"J‘_H‘!
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generated by the Commissioner.
PART VI—MISCELLANEOUS FEES AND LEVIES

53, Section 7 of the Miscellaneous Fees and Levies Act
i& amended —

(&) in subsection (6), by deleting the words “twenty
percent” appearing immediately after the
expression “subsection {2} and subsiiuting
therefor the words “ten percent”™;

(b} in subsection (7), by deleting the words “while
ten  percent  shall be uwsed for revenue
enforcement initiatives” appearing immediately
after the word “obligation™.

54, Section 9 of the Miscellaneous Fees and Levies Act
s amended by deleting the words “import declaration lee.
railway development levy and expont levy™ appearing
immediately after the words “payment of” and substituting
therefor the words “the fees and levies imposed under Pan
.

85. The Second Schedule 1o the Miscellaneous Fees
and Levies Aot is amended —

(&) in Part A—

{i}) by deleting paragraph (xv) and substituting
therefor the following new paragraph —

{xv) all parts of chapter 88 and goods of
tariff  heading 88023000 and
RRO2 40.00:

{ii) by inserting the following new paragraph
immediately after paragraph (xxxiij—
(xxxiii) imporied telephones for cellular

networks angd other wireless
netwirks:

{B) in Part B—
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(1) by deleting paragraph (xiii) and substituting
therefor the following new paragraph—

{xiii) all pans of chapter 88 and goods of
tariff  heading 88023000 and
B0 40,00

{i1) by inserting the following new paragraph
immediately afler paragraph (xviii)—

(xix) imported telephones for cellular
networks  and  other  wireless
networks.

PART VII-STAMP DUTY

56. Section 96A of the Stamp Duty Act is amended in
subsection (1) by adding the lollowing new parngraph
immediately after paragraph (h)—

{¢) that the effect thereof is to convey or transfer a
beneficial mterest in property from a persen or
persons io the real estate investment frust.

PART VI —ROAD MAINTENANCE

57. Section 3 ol the Road Maintenance Levy Fund Act
is amended in subsection (2) by deleting the words “three
shillings™ and substituting therefor the words “one shilling
and fifty cents.
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w2 The Finance Bill, 2026
MEMORANDUM OF OBJECTS AND REASONS

The Finance Bill, 2026, has been submitted by the Cabinet Secretary
for the MNational Treasury and formulates proposals relating o0 revenue
ralsing measures including liability to. and collection of taxes.

The Bill proposes 10 amend the Income Tax Act (Cap. 4701, the
Value Added Tax Act (Cap. 476], the Excise Duty Act (Cap. 472). the Tax
Procedures Act (Cap. 4698), the Miscelianeous Fees and Levies Act (Cap.
4657 and the Stamp Duty Act (Cap. 480) .

The Bill also amends the Road Maintenance Levy Fund Act, (Cap.
427) to reduce the amount payable into the Road Annuity Fund from thiee
shillings to one shilling and fifty cents.

Doated the 5th May, 2026,

HON. KURIA KIMANI MP,
Chairperson,
Fingnece and Neavional Planning Cormmilive .
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Sectiom 2 of Cap 470 which ir iy proposed 1o amend -
Interpretation

“immevable property™ includes —

finj

(b

land. whether coverad by water or not, any. estate, rights, interest o
easement in of over anland and things aneched W the eanb o
permanently. fastened 1o anything attached o the earth, and includes a
debt secured by morigage or charge on immovable propemy; and

A muning nght, an nlerest dn o petroleum  agreement, minimg
informaticon of petrodewm o

"management of professionsl fee" means any pavinent mode 10 any person,
other than a payment made 1o an emplovee by his emplover, as consideration for
any manggendl, technical, spency, compactual, professiondl or consulisbcy
services however calculated:

“rovalty™ meins o pavment made s 8 consideration for the use o the ngh

lid hisg —
ial
b

Ll

fil}
[e)
(f

any copyright of & lemry, antistic or scienific work,

any -soflware, propoetary or offabe-shell, whether m the form of
licence, development, irining ; manlenngge or support fees)

any cingmatograph Glm, ncluding 3 fim or tape for madio or
felevision broadcasting,

any patedt, rademark. desipn or model, plan, formula or process:
any industrial, commercial or screntific equipnient; or

mformation concerning industrial, commeral or saentific equipmen
o experience, and any gains denved from the sale or exchange of any

right af propery gving nse o that movalny;

“withdrawals”™ means the amount of money withdmwn by i costomer from
ther beming or gamung willel puuntumed by o person hoensed under the Betling,
Laotteries and Gaming Adt;

Kection 5 of Cap 470, wiilel 17 iy proposed o aitend —
Income from employment, eic
(1) For the purposes of secton 3025w o} of this-Act, an amounl pasd 1o-

(it

(b}

i person who s, o was ai the time of the employment o when the
services were rendéred. 8 resident person o orespect of any
emplovment or services rendered by him in Kenya or oulside Kenya;
6T

a nan-resident person i respect of any employment with or services
rendered o an employer who 1% resident in Kenya or the permanzn
establishment in Kenyva of an emplover who s not 2o resident. shall be
deemed to have acenued in or to have been derived from Kenya.
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{2) For the purposes of section 3(2 (o Wi} "gains or profits” includes—

() uny wapges_ salary. leave pay. sick pay, payment in lieu of leave. fees,
commission. bonus, gratuity, or subsistence. travelling. enfertninment
or other allowance recerved i respect of employment or services
readered. and any amount 50 recerved o respect of employment or
services rendersd inoa vear of income other than the vear of income in
which it s received shall be deemed 10 be meome o respect -of tha
ofher venr of income:

Provided ihai-

()

fin)

(it}

{iv)

(b} save

where any such amount is recerved in respect of a year of income
which expired eéarlier than four years prior o the year of income
in which it was received, or prior o the year of income i which
ihe employment or services ceased, iFearler, 0 shall be deemed
fgp be income of the year of income which expired five years
prior o the vear of income in which i was received. or prior 10
the year of income i which the employment or services censed
a5 the case may be; and

where the Commissioner is satisfied that subsistence. ravelling.
entertdinment o ofher  allowance represents solely  the
reimthursement o the recipient of an amouni expended by Tum
whinlly and exclusively in the production of his income from the
employment o services rendered then the calcolation of the
gains or profits of the recipient shall exclude that allowance or
expenditure:

notwithstanding the provisions of subparagraph (ii}. where such
amount is received by an employee as payment of subsistence.
ruvelling. entertainment or other allowance. in respect of a
perivd spent outside his vsual place of work while on official
dutses, the first o thousand shillings per day expended by him
for the dumtion of thit penod shall be deemed 1w be
reimbarsement of the amount so expended und shull be excluded
in the caboulation af his gnins or profis; and

netwithstnding the provisions of subparagraph (i), where such
an hmioant i received by an emplovee gs pavmient of travelling
allowance o perform officil duties, the standird mileage ruite
approved by the Avtomobile Associuton of Kenya shall be
deemed 1o be reimbursement of the amount so expended and
shall be exciuded in the calculation of the employes’s gains and
profits;

as oiherwize expressly provided in this section, the walue of &

benefit, advamtage, or facility of whasoever nalire the agprepare
vilue whereof 1= nod less than sixty thoovsand shillings granted in
rezpect of employment or services rendered;
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fc)  an amount received as compensation for the termination of o contract
of employment or service, whether or nol provision is mede in the
contract for the puyment of that compensalion:

Provided that, except in the case of a director, other than a whole ime
service director. of # company the directors whereaf have a controlhng
interest therem -

i1 where the conract is for o specified (¢rmm. any amount received
ws compensation on the lermination of the contract shall be
deemed 1o have acerved evenly upver the unexpired period of the
contragt;

(i} where the contract is for an unspecified werm and provides Tor
compensation on the termination thereof, the compensation shall
be deemead 1 hive accried in the period immediately following
the terminaton af 4 rate equil o the rate per anpum of the gaink
or profits from the contract received immediaely pnor 10
termusalion;

(it where the congract s for an unspecified recm and does nod
provide for compensaiion on the lermination thereol. ony
compensation paid on the termination of the contract shall be
decmed 1o hive accrued evenly m the three years immediately
following such rermination;

(dy any balancing charge under Part 11 of the Second Schedule:

{e]  the vilue of premises provided by an employer for occopation by his
employee for reswdential parposes;

i) an smount paid by an employer as a premivm for an insurance on fhe
lite of his emplovee and for the benefit of that employee or uny of hs
dependants:

Provided thar ihis paragraph shall oot apply where such an amount is
paid—

(il to o registered Or unrcgistered pension scheme, pension fund, or
individual retirerment fund: or

(it for group life policy cover, unless such a cover confers a benefit to the
emploves or any of his dependants.

¢fal club entrance and subscription fees allowed agminst the employer’s
nCoame;

{2A) {a) Where an individual is a director or an employee or is a relative of
a director or an employvee and has received a loun including a o from an
unregistered pension or provident fund by virtue of his position a5 a director or
his employment, or the person o whom he is related, he shall be deemed to have
received a benefit in that year of income equal o the greater of-



i

[ii}

(b
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the difference between the interest that would have been payable on
the loan received if caleulated at the prescribed rute of interest and the
aciuel interest pard on the an; and

FLL LA

Provided rthat where the term of the loan extends for o period beyond
the date of termination of emphywment. the provisions of this
subsection shall continue woapply for as long as the loan remams
unpaid,

For the purposes of this subsection-

"employee” means any person who i ol a beneficial owner of or ablé
either directly or indirectly or throagh the mediovm of sther companies or by any
ather means to control more than five per cent of the share capital or voting
power of that company;

"market lending rates” means the everage %-day treasury bill e of
imterest for the previous guarter;

*prescribed rate of interest” means the Fosllowing:

(1

fir)

{11f)

(1)

iv)

[¥il

in the year of income commencing on the 15t January, 1990, & per
cent;
it the vear of come commencing on the 15t Jansary, 1991, 8 per
cenlk;

in the vear of income commencing on the Ist January, 1992, [0 per
-2 110
i the yenr of income commencing on the |56 January, 1993, 12 per
cent

in the year of income commencing on the st January, 1994, 15 per
cent; and

in the year of income commencing on or after the is1 January, 1995,
153% or such intérest mute based on the market lending mailes as the
Commissioner may. from ime 10 time prescribe, to cover a period of
ot Jess than six months bt not more than one year, whichever s the
lower.

"relative of a direcior or an emploves” meapns —

(il
(tit

his spouse;
his son, daughter, brother, sister. uncle, aunt. nephew, nbece.

steptather. siep-mother, step-child, or in the case of an sdopted child
his adopler or adopiers; or

{iii) the spouse of any such relative as is mentioned in subparagraph (1),
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(2B) Where an employee is provided with a mator vehicle by his employer,
he shall be deemed 10 have received a benefit in that year of income equal 1o the
migher of-

fa) such value as the Commissioner may, from time Lo time, detenmine:
and

(b} the prescnbed rate of benefit:
Provided tha—

(i} where such vehicle is hired or leased from a third party, the employee
shall be deemed o have received a benefit in that vear of income
equal to the cost of hiring or leasing, or

(i) where an emplovee has resiricted use of such motar vehicle, the
Commissioner shall, if satisfied of ihat fact upon proof by the
employee, determine i lower rate of benefit depending on the usige of
the motor vehicle,

{2C) For the purposes of subsection (28)-

"prescribed rate of benefit” means the following rates 1n respect of ench
month -

(@) o the 1996 yeat of income, 1% of the initinl capitul expenditure on the
vehicle by the emplover;

thi in the 1997 year of income, |.5% of the initial capital expenditure on
the vehicle by the employer: and

() in 1995 and subsequent years of income, 2% of the initial expenditure
ot Lhe vehicle by the employer.

(31 For the purposes of subsection [23e), the value of premises; excluding
the valug of any furniture or other contents =0 privwided, shall be deemed 19 be-

(a) in the case of a director of a company , oiher than a whole time service
director. an amount equal to the higher of fifieen per centem of his
il income excluding the vilue of those premises and income which
i& chargeable under section 3{241), the market rental value and (he
rent pasd by the employer;

(B} the case of a whole tme service direcior, an amount equal 1o the
higher of fifteen per centum of the gains or protits from  his
employment, excluding the value of those premises. and income
which is chargeable under section 3(2)(f), the market rental value sind
the rent paid by the employer;

fe) n the case of an agriculiural emplovee required by the terms of
employment to reside on a plantation or farm, an amount egual 1o ten
per centum of the gains or profits from his employment:

Provided that for the purposes of this pamgraph-
(i} “plantation” shisll not include  forest or limber plantation: and
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fily “agricultural emplovee® shall not inchide s director other than o
whale time service dirsctor;

idj im the case of any other emploves, an amoont equal i hiteen per
centm of the gains or profits: from: his employment. excluding the
value of those premises or the rent paid by the employer if paid under
an agreement made at arm’s length with a third party. whichever is the
higher

Provided that —

(1) where the premises are provided onder an agreement with a thind
party which 15 not al amm’s length, the valee of the premises
determined under this subsection shall be the fair morkel rental
value 'of the premizes In that year. of the rénl pad by the
emplover, whichever is the hagher:or

tit} where the premises are owned by the emplover, the Tuir markes
rental value of the premises in thal yeur

Prowaded thar—

(il where a person occupies prémises for pant only of a year of
meome, the value dascertaingd under the foregoing provisions
shill be pediced by 1hat progoriion which is just and reasonable
harving regard §o the pericd of occupation and the yearly e of
gains of profits from employment:

(1i1 where the employee pays rent to his employer for premises, the
valuwe ascertained umder the foregoing provisions shall be
reduced by the amount of renr,

{iii) where ‘purt only of any  premises is 5o provided, the
Commissicner may reduce the walue ascertained wunder the
foregoing provisions to the amount which he considers just and
reasonable;

{ivl where the gaing or profits from o person’s: employmenl,
excluding the walue of the premises provided by the employer.
exceed six hundred thoosand shallings in the vear, the value of
the premises determined under this subsection shall be subject 10
thie limit of -

ia) the rent paid by the emplover or the fair market rental value of the
premises in that year where the premises are provided under on
agreement with o third party which is not a1 arm’s length, whichever
the higher; or

(hi the fair market rental valve of the premises in that vesr where the
premises are owned by the emplover,

(4} Motwithstanding anvthing (o the contrary o subsecton (2) "goins or
profits" do not include —



k)

(b

ic)

(d}

(el
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the expenditure on passages between Kenys and any plice outside
Kenya borne by emplover:

Prowidied that this parsgraph shall not apply 10 expenditure other than
expenditure on the provision of passages for the benefit of un
employee recruited or engaged outside Kenya ind who 5 in Kenys
solely for the parpose of serving the employer and is not & citizen of
Kanvi,

expenditure on vacation trips o destinations. i Kenya paid by the
employer on behalf of an employee:

Pravided thal—-
{17 this parngraph shull cease 1o apply on the st July, 2013
(i1 the period of vacation shall not exceed seven days; and

(i) the werm “employee” shall include the mmediate Family
members of the employee.

in the case of a full-ume emplovee or his beneficiaries (which
expression includes a whole time service directar. oF a director who
controls inore than five per cent of the share capital or voting power of
a company) the value of any medical services provided by the
employer or medicul insurance provided by an insurance provider
approved by the Conumissioner of wmsurance and . pasd for by the
employer on behall of a full-time employee or s beneficiaries:

Provided that in the cuge of o divecior other than 4 whole time service
director, the value of the services shall be subject 10 such limil as the
Cahinet Secretary may, from time 1o time, prescribe:

an amount paid by (the émployer as o contribution 1o § regisiered or
unregistered pension fund, provident fund. individual retireiment fund
oF scheme!

Pravided that this paragraph shall not apply to any contributions paid
by an employer who is nof a person chargeable to tas—

(11 1o an unregistered pension scheme, unregisiered provident fund
or inregistered individual retirement fund: or

(i) 1o a registered pension scheme; a registersd provident fund or a
registered individual retirement fund in excess of the amount
specified in section 224 of 228

educational fees of employee's dependants or relatives disallowed
under section 16(2aiiv) which bave been taxed in the hands of the
emplover;

fringe benefits subject to tax umler section | 28:

the first sixty thousand shullings on the value of meals served by the
employer, whether the meals are supplied by the employer or net,



1K) The Fingnee Bill, 2024

within his premises 1o employees in g canteen or cafetena operated or
established by the employer or provided by a thind party who is-a
registered taxpaver, whether the meals are supplied 1o the premeses of
the employer or the premises of the third pary, shall be excluded in
the calculation of his gains or profits subject o such condiions as the
Commissioner may specify;

(fa] any amount paid or granted 10 o public officer pursuant (o any writlen
law or stamtory instrument, with effect from 27th July, 2022, w
reimburse an expendiiung ncurred for the purpose of  performing
official duties, moawithstanding the ownership or control of any asseis
purchised;

fg) an amount pard by an employer as & gramity or similar payment in
respect. of employmenl or services rendered, which is paid ino a
registered pension scheme:

Provided that-

ta) this paragraph shall only appiv in respect of amounts not exceading
three hundred and sixty thonsand shillings for cach year of service;

thl this paragraph shall not spply o any person who s eligible for
deductions under section 224,

thi Forthe purposes of this subsection-

(1) "beneficiares” means the full ome emplovee’s spouse and Dot more
than four children whose age shall not exceed lwenty-one veurs: and

(5) Motwithstanding any other provision of this Act, the value of the
benefil (excluding the vilue of premises us determined gnder subsection (3 ) and
the value of benefil dererminsd under subsection (2B for the purposes of this
section, shall be the higher of the cost o the-emplover or the Fair markel value of
the benefit:

Prowided that—

(ah i othe case of an emplovee share ownership plan, the value of the
benefit shall be the difference berween the offer price, per share, al the
dute the option |5 granted by the emplover, amd the marker value, per
share on the date when the employee exercizes the option;

iby  the Commissioner may, from time 1o time, prescribe the value where
the cost or the fair market value of a benefii cannol be determined,

(6} For the purposes of paragraph (a} of the proviso o subsection (5

{n) the benefits chargeable shall be deemed to have accrued on the date
the employee exercises the option,

{b} "pffer price” meoans the price af which an emplover's shares are
initiaily offered to an employee onder an emploves share ownership
plan:
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fch “market value”. in relation w0 i shike menns—

{i) where the shares are folly listed on any secunbies eachonge
operating (o Kenya, the mid-market vitlue on the dite the opticn
wis exercised by the employee; or

{iiy where the shares are not fully listed. the price which the shores

might reasonably be expecied o fewch on sale in the open
market. when the option s exercised;

id} "share option” means the offer made by an employer W an emplovee
i purchase a fixed number of shares at a fixed price, which may be
paid for ar the end of the vesting perod:

e} "vesting period” means a fixed period of tme between the date of
offer by the employer and the date after which the option 1o purchase
can be exeroised by the empliyee

(7} Where an employee is offered company shares i heu of cash
emoluments by an eligible start up, the wxation of the benefit from the shares
allocated o that person by virue of employment shall be deferred and taxed
within thirty days of the earfier of —

{a) the expiry of five years from the end of the year of the award of the
shares:

(b} the disposal of the shares by the employee; or

{ci the date the employes censes 1o be an emplayee of the eligible stan-
g

Provided thar—

(il this subsection shall not apply e any cash emoluments or other
benefits in kind offered 10 an employee by virtue of the
emplovment;

(il the benefit shall be deemed o accrue at the earlier of the
occurrence of the events conlemplated in paragraphs {u). (b or
(clh

(it} the value of the taxable benefit shail be the fair market value of

the shares ot the carber of the oceurrence of the events
contemplated in paragraphs (i, (hior {cl; or

(iv) where the fair market vilue 12 not available, the Commissioner
shill determine the value of the shares based on the last ssued
financial stutements.

iR} For the purpeses of subsection (7), “eligible stan-up company™ means o
business incorporated in Kenya thal—

i) hus an annual wmover of not more than one hundred million shillings:
(hy  does not carry on management, professional or training business:
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(et has not been formed as s result of splitting or restructunng of an
existing entity; and

[0y has been in existence for a penod of not more than five years.
Section 8 of CapA70, winch i iy proposed to amenid -

Income from pensions, elc

(1) For the purposes of section 302He) of this Act, any pension received by
a resident individual from o pension fund or pension scheme established ouiside
Kenya shall be deenied 1o have accrued inoor 10 have been denved from Kenyi io
the extent to which it relates 1o employment or services rendered by the
indevidizal, or the spouse or parent of the individoal, m Kenyva and the amount so
derived shall be the proportion of the total pension which the length of the
employment or services in Kenya, including periods of leave earned thereby,
bears o the totnl length of employment or services in respect of which the
pension is paid.

{2) For the purposes of this Act any pension or retirement annuity received
by & non-resident individusal from a pension fund or pension scheme established
in Kenva or under an annoity ¢ {3) For the purposes of this Act, any pension
received in respect of employment by or services rendered fo the Community or
one of it corporations shall be degmed b have accrued in or o have been
denved from Kenys—

tal i received by a resident individual: or

(b if recerved by a non-resident individual if the person making paymsnt
of the pension wus resident in Kenya:

(5A) For the purposes of “subsection S{cMil). sccumuolated funds are
seprepatéd where —

{a)  the accumilated funds based on contrbutions prior to the |5t Jonuary
1990 are secounted for separately. from contobotions after 31t
December, 1990; and

iy the ner accumulared fumds on each actounl eam the aversge rale of
return on all the assers in the Fund @ the accountmg date for a vear of
insiume; and

(el the et accumulated funds based on comtribubions prior o | st Janairy,
1991, are made up of the pccumelaled balances g at 3151 December.
19963, Tess any withdrawals from the fund plus any invesiment imcome
earmed on'the fund up o the accoupting date for o vear of Tncome,

(8 Upon dissolulion of the marrage of the beneficiary of @ regisrered
individual retirement fund, or registered home cwiership savings plan, as part of
a written agreement, all o part of the balange of funds of that beneficiary may be
tansferred to 8 registered individusl retiement fund or registered house
ownership savings plan. in the name of the former spouse of that beneficiary,

{10} For the parposes of this subsection-
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() pension and lumpsums piid from a public pension scheme. shall be
deemed to be received from a registered pension fund or & regisiered
prowident fund, as the case may be:

(b any surplus funds i fespect of o registered pénsion fund or a
registered provident fund withdrawn by or refunded 1o an employer
shall be deemed o be the income of that employer,

(11} In subsecton | 1), the expression "surplus funds” means surplus funds
identified through an actuitial valuarion carmied out i scoordance with this Ac
or any rules made thereunder contract made in Kenya shall be deemed o have
accrued in or 10 hove been derived from Kenyva:

Section ¥ of Cap 4760, which it is proposed o amend —
Income of certain non-resident persons deemed derived from Kenya

(1) Where a non-resident person carries on the business of shipowner,
charterer or air transport operator and any ship or aircraft owned o charered by
him calls at any porl or aitport in Kenya, the gains or profits from such business
from the camiage of passengers who embark, or cargo or mmil which is
embarked. in Kenys shall be the gross amount received on account of the
carriage and those guins or profits shall be deemed (o be income dervesd Trom
Kenya; but this subsection shall not apply o gains or profits from the carmage of
passengers who embark. or cargo or mail which is embarked, in Kenya solely as
a result of ranshipment.

Provided that all income of a non-resident shipping line including income
from delay in taking delivery of goods o returning any of the equipment used for
mransporation of goods shall be deemed 10 be income derived from Kenya,

i2) Where n non-resident person camies on, in Kenyn. the business of
ransmitting messages by coble, radio, optical fibre, television broadcasting, Very
Small Aperture Terminal (VSAT). interner, sutellite or by any other similir
method of communication, then the gains or profits from the business shall be the
gross amount received for the trensmission of messages which are tunsmitted by
the apparatus estublisheéd in or ouiside Kenya, whether or nol those messages
originate from Keaya, and such gains and profis shall be decmed 1o be income
derved from Kenva.

i3} Where o resident person enters into i fingncial derivatives contruct with
8 non-resident person, any gain accruing #0 the non-resident person from that
arrangement shall be subject 1o tax al the rate specified in the Third Schedule.

(4} The provsions of subsection (31 shall be carried outl in accordance with
Regulations made by the Cabinet Secratary,

Secrion N of Cap 470, which it s proposed 10 amend —
Income from management or professional Fees, rovalties, interest and rents

(1) For the purposes of this A, where o resident person or 8 person having
# permanent establishment in Kenya makes a payment 1o any other person in
respect of —
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a management or professional fee or training fiee;
a rovaliyor netural resource iIncome;
imlerest wnd deemed interest:
the use of property;

o dppesrnes al, or performance in, any place {whether public or
private) for the purpose of entertaiming. instructing. taking pan in any
aporling evenl or otherwise diverting an audience; or

an achivity by way of supporing, assisling OF ErTanging an appearpnee
or perlofmance refemed (o in poragraph (¢} of this section;

withdriwals,
in iﬂ'ﬁU.THIi'II.ZE I TR AT SEET e pl‘ﬂl:l!llllm:

sales promotion, markebng; sdveriising services, and transportetion of
goids fexcluding airand shipping tramspon services,

supply of goods (o n pubhic entity;
making or fucilitating payment over a digital marker place;

the amount thereof shall be deemed w be income which acereed in or
was denived from Renyva:

Provided thar—

(i1 this subsection shall not apply unless the payment is incurred o
the production of income acerued in or derived from Kenyn or in
connexion with a business carried on of o be carried on, in
whole or in part, in Kenya:

(1) this subsection shail not apply to any such payment made, or
purporied to be muode. by the permanent establishment in Kenyva
of - non-resident: person 1o that non-resident person except for
deductions provided for by agreements under section 41;

i} for the avoidance of doubt. the expression "non-resident person”
shall include both hesd office and other offices of the non-
restdent person.

(21 A net g referred tooinosection 32Mg) is deemed o be income thal
decrued in or was-denved from Kenya,

(31 Where a payment has been made 1o a non-resident person., withholding
tax paid thereon shall not be refundible or uvatlable for deduction against the
incoamie where an audil adjustment has been mide in respect of such payment.

(41 Where & resident or a non-resadent person. being the owner or operator
of o digital markeiplace or platform, mikes or facilitiles payment in nespect of
digital content monetisation, propery o services, the pmount thereof shall be
deemed o be income which aceroed in of was derived from Kenyii.
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i5) In this section, “plattorm™ means a digital platform or website that
fucilitates the exchange of a shon-term engogement, freelance or provision of o
service, between n service provider, who 18 an independent contractor or
freclancer, and a client or customer.

Section 1 of Cap 470, whieh ir is proposed —
Trust income, etc.. deemed income of trustee, beneficiary, efc.

{1} Any income chargeable o tux under this Act and received by any
person in his capacity ay o trestee, executor or administrutor, shall be deemed to
be mcame of that tresiee, executor or administrstor as the case may be.

(3 Where ai-amount incleded in the ineome of the frusies, eseculor or
pdmimstrator under subsection (1) consists of quulifying dividends or qualifying
inferest, that amount shall be deemed toobe an amount chargeable (o lax under
section 30200k and mof section 3(2ed.

(3} Any amount, received as income in p year of meome by any persan
beneficially entitled thereto from any trustee in his capacity as such, or paid oul
of ncome by the trustee on behalf of such person. shall, subject w rthis Act, be
deemed 10 be incoime of such, and o the exient thal any such smoont s received
or =0 paid our of income chargenble 1o tmx under this Act on thot trustes it shall
be demmed to be inciume —

{a) in any case other than that of an annuity directed o be pasd free of
L —

(11 of such gross amount as would, sfter deduction of tax at the e
paid or payable on such income by such trustee, be equal w the
amount received or so paid; and

{1y that has borme @ at such roe;

(bl in the case of an annuity directed to be puid tree of tax, of such gross
mmiunl 2% 8 equal o the amount of such snnoity ogether with the
pmount of the sums paid by the trustee to the annuitant o meer the
Hability of the annuitant to tax on such annuity.

{43 The Irisiee, eseculnr of administrator may designate o part o all of the
amoints paid by him 1o & person that is chargeable to tax under subsection (2) 10
be quilifying dividends or gualifying interest and, in that case. such designated
amount shall be deemed 1o have been already tax paid.

{5) The cumulative wials, a1 any time, of the smounts designated up o that
time by a trustee under subsection (4) as qualifving dividends or qualifying
interest shall not exceed the cumulative totuls of gqualifying dividends or
qualifying mieres! respectively. received by the trustee, in his capacity us »
trustee. after the 3 1st December, 1990 and up to that nme.

Sectinm {2 of Cap 470, which it is progosed fo anend—
Imposition of instalment 1ax
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{1} Morwithstandmg any olher provisions of this Act, & tax 1o be known as
instalment tax shall be pavable for the year of income commencing on or after
the Ist January, 1990 by every persor chargeablé to tas or any person who has
paid prosvisional tax in any Yesdr of income in dccordance wiih the provisions of
this sectian, bt o taxpayer shall not be required 1w pay the instalment tix-

fap 1f the mimmum tax payable under section 120D is hgher than the
instailment tax under this secton; and

by i he has reasonable ground o believe that the whole of the tay
payable by him in respect of those emoluments will be recovered
under section 37

{2} The smount of instalment ax payable by any person for any curren
year of income shall be the lesser of —

ia) the amount egual 1o the tax that would be payable by thar persan if his
tatal peome tor the correal year was an amount equal oo his
mstalment income: or

ibi  the amount specified in the preceding vear assessmem multiplied by
one hundred and ten per cenl.

(3} The amount of tex determined under either subsection (2 10a) or (b1 shall
be reduced by the aggregaie of the tax that has been or will be paid in the current
vear by way of deduction under section 124, ITA 35 or 37,

(4} The amount of instalment tax reguired © be pand for any vear of income
shadl be the annual amount calculited in accordance with subsections (2) wnd (3}
but subpest 1o the proportions as specified in the Twelfth Schedule.

(31 Mo instalment rax shall be payable by an mdividual inoany vear of
income whene the tolal tax mpivable for th vear of income 1= an amounl not
excesding fory thoosand shillings.

Section 15 ol Cap 470, which i {s propased fo amreng —
Deductions allowed

{1} For the purpose of ascertaining the tdal income of uny person for a
year of income there shall, subject 10 section |6 of this Act. be deducted all
expenditure incurred in such year of income which 15 expenditure wholly and
exclusively incomred by hin in the production of that mcome, and where urder
section 27 of this Act any income of an accounting period ending on some day
ather than the last day of such year of income i, for the purpose of asceftaming
total income for any year of income, taken to be income Tor any year of income.
then such expenditure incurred during <uch period shall be treated a5 having been
incurred during swuch vear of income.

(2} Without prejudice to sub-section (1) of this section, in computing for a
vear of income the gains or profits chargeable to tax under section 3(2i0a) of this
Act, the tollowing amounts shall be dedecied:
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bad debts mcurred in the production of such gains or profits which the
Commissioner considers 1o have become bad. and doubtful debts so
incurred to the extent thai they are estimated to the satisfection of Tl
Commissioner 0 have become bad. duning such year of moome and
the Commissioner may preseribe such  goidelines as may be
appropriaste for the purposes of determining bad debts under this
subparagraph:

anvounis to be deducied under the Second Schedule in respect of that
vear of income:

amounts o be deducted under the Ninth Schedule in respect of that
year of income:

any expenditure of o capstal nature incurred during that year of income:
by the owner or occupier of Farm land for the prevention of soil
ETCIREA]

any expenditure of a capital nature incurred in thai year of income by
any person on legal costs and stamp duties in connexion with the
sequisition of o lease, for a perod not in eéxcess of, or expressly
capable of extension beyond, ninety-nine years, of premises used or i
be used by him for the purposes of his business.

any expenditune, other than expenditure referred 1o in paragraph (f} of
this section, incurred in connection with any business before the date
of commencement of that business where such expenditure would
have been deductible under this section if ncurred after such date, so,
hwever, (hat the expenditure shall be deemed o have been incurred
on the date on which susch business commenced:

i the case of the owner of premises, any sums expended by him
during such year of income for structuril alierbions 10 the premises
where such expenditure is necessary to maintain the exisung renl:

Provided that no deduction shall be made lor the cost of an extension
i0, or replacement of . such premises:

the amount considered as representing the diminution in value of any
implement, wtensil or similar amicle, employed in the producuon of
gains or profits, not being machinery or plant in respect of which
deduction may be made under the Second Schedule. ar a rale ol one
hundred per cent in thm year of income:

expendimure incurred by a person carrying on o business in payment of
Affordable Housing Levy as provided under section S(b) of the
Affordable Housing Acl, 2024,

any expenditure of a capital nature incurred in such year of income by
the owher or tenant of any agriculural fand. on clearing such land, or
on clearing and planting thereon permanent or semi: permangnt crops:
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any expenditure incarred by any person for the parposes of a business
camied on by him being —

(1) expenditure of a capital nature on scientific research; or
fu)  expenditare pok of @ capital nature on scientific research: or

(il & som paid to o scientific research association approved for the
purposes of this paragraph by the Commissioner as being an
assocmtion which hes as its object the underaking of sciennfic
research related to the class of business to which such business
belongs; or

i siom paid oo vy omiversity, opllege, research nstituie or other
samilar institution approved for the purposes of this paragraph by such
Commissioner  for  the  scientific research s i menticned  in

subparagraph (i) of this puragraph:

any sum conlnbated mosuch vedr of moome by an emplover o a
matml - provident  fund  or  other retirement  benefits  scheme
established for emplovess throughout Kenys by the provisions of any
written law;

any expendiire on advernsing m connexeen with any busiiess o the
extent thal the Commissioner considers just amd ressonible; and [or
this purpose "expemdiinre on advertising” includes any expemditnre
intended o advenise or promote, whether directly or indirecily, the
sale of the goods of seryices provided by that business:

expenditure incurred by the lessee in the case of a ledse or similar
transaction . as determined m accordance with such rules as may be
prescribed under this Acy;

any donation in that year of income 10 a charimable arganization whose
imcome is-exempt from tax under paragraph 10 of the First Schedule to
this A, expenditure incurred in the construction of & sporis facility
on public groupds. or to any propeci approved by the Cabine
Secretury responsible for matters relating o finance;

:J:pi:l:ld'ttun: of & capital pature modrred in that veay of icome, with
the prior approval of the Cabinet Secretary. by a person on the
construction of a public school, hospital, Toad or any similar kind of
social infrasfructure:

eapenditure incurred in that year of income by a person sponscring
sports, with the prior approval of the Cabinet Secretary responsible for
sporLs.

expenditure incurred in that year of income on dopations to the Kenya
Red Cross. county governments or any other institution responsible

for the management of national disasters to alleviate the effects of a
nationiel disasier declared by the President.
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(ach in the case of an emplovee, the amount deducted in atoordance with
section 5 1a) of the Affordable Housing Act, 2024;

{ad) @ contribution 1w o post-retirement medicel fund subject 1w a limit of
fifteen thousand shillings per month;

(o} cpnrributions made to the Social Heafth [nsorence Fund meacoordance
with section 27(a) and (b)) of the Social Health Insumnce Act, H23;

(31 Withown prejudice 1o subsection ), in ascertsining the total income of
a person for o year of income the following smounts shall be deducted:

i) the amount of interest paid in respect of that vear of income by the
person upon money horrowed by him and where the Commissioner is
sutisfied thut the money %0 borowed has been whally and exclusively
employed by him in the production of investment income which is
chirgeable fo fax under this Act:

Provesded that—

(i) the nmount of interest which may be deducted under this paragraph
shall o exceed the investment income chargeable (o tax for that year
of imcome. and where the amount of that interest paid in that year
exceeds the investment income of that year. the excess shall be carried
forward o the next succeeding year and deducted only from
investment mcome and, in 8o far as the interest hos not already been
s deducted, Trom investment income of the subscquent years of
ingarme; and

(i} for the purposes of this paragraph, “investment mcome” means
dividends and interest bul excludes qualifying dividends and
ualifying interest;

ib}  the amount of interest not exceeding three hundred and sixty thousand
shillings paid by him in respect of that year of income wpon money
bormwed by him from one of the first six fimanciel instgtions
specified in the Fourth Schedule and applied 1o the construction of
purchase or improvement of premises occupied by him during that
vear of income for residentil purposes,

Provided tha —

() i any person occupies any premises for residential purposes for pan
only of a year of income the deduction under this paragraph shall be
reduced accordingly: and

{11y no person may <laim a deduction under this paragraph in respect of
miore than o residence;

{d] in the case of i partner, the amount of the excess, it any; of his share
of any ldss incurred by the parinership, caleulated afler deducting the
total of any remuneration and interest on capital payable to any parner
by the purtnership and afler adding any interest on capitil payable by
oy parner to the parinership. over the sum of any remuneraticn and
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such mierest so pavable 10 him less any such imerest so payable by
him;
(g} in the case of a business whidh i 0 sole proprictorship. the cost of

medical expenses or medical insurance cover indurred for the benefil
of the proprietor, subject toou limit of one million shillings per year.

{4) Where the ascertainment of the wial income of a person results in o
deficit for o year of income. the amount of that deficit shall be an nllowable
deduction i ascertaiming the tofal income of such person for thin year and 1he
succeeding five years of income.

15) Notwithstanding subsection (4), the Cabinet Secretary may, on the
recommendation of the Commissioner. extend the period of deduction beyond
five years where & person applies through the Commissioner for such extension,
giving evidence of mability to extinguish the deficit within thal period

5 tu) A person to whom this subsection applies who has succeeded wany
busingss, or to a share therein. cither as & beneficiary under the will or on the
mtestacy of a decessed person who camied on, solely or in parnership, that
business shall be entitled to a deduction in the yvear of income in which he so
sucgesds in respect of such pan of any deficit in the todal income of the deceised
for his last year of moome as 15 attributable to any Inpsses incurred by the
decemsed in the business in that year of income or in earlier years of income.

(h}  This subsection applics o a8 person who is the widow, widower of
child, of the decessed person and to s person who was an employee or
partner of ihe deceased persan in that business; and, where there are
two or more such persoms, each such person shall be entitled 1w 2
deduction of so much of the whole amount deductible a5 his share in
the business under the will or on the intestacy bears to the sum of the
ghares of all such persons,

(3A) For the purpose of section 324 g, the amount of the net gain fo be
incloded in income chargeable o iy i

(b} the amount compured scoonding o the following formula—
Ax BiC

Where-

A is the amount of the ner gain;

B iz the value of the imerest derived, directly or indiréctly, from immovable
property in Kenya: and

(" i5 the total valoe of the interest,
(6) For the purposes of this section—

{n} "scientific research” means any activities in the felds of natural or
applied science for the exiension of human knowledge, and when
applied to any particular business includes-
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(i} any scientific research which may fead to, ar facilitate, an
ex tension of that business or of businesses in thal alaks:

(i) any scientific research of a medical nature which has a special
relation to the welfure of workers employed in that business, o
in businesses of thal class:

(hi expenditure of & capital naure on scientific research does nod melode
any expenditure incurred in the acquisition of rights m, OF ansing oul
ol scientific research but. subject thereto, does include all expenditre
incurred for the prosecution of. o the provision of facilities for the
prosecution of, scientific research.

171 Notwithstanding anything coniained i1 this Act—

{a) the gains or profits of o person derived from any one of the sources of
income respectively specified in puragraph (e} of this subsection (and
in this sobsection culled “specified sources”) shall be compuied
separately from the gaing of profite of that person derived from any
other of the specified sources and separately from any olher income of
that person.

iby where the computation of gains or profits of a person in a year of
income denived from a specified sousce results in a loss, that loss may
anly be deducted from gaing or profits of thal person derived from the
same specified source in the following year and, in so far as the loss
has not alveady been so deducted, in subsequent years of income:

ic} the subparagraphs of paragraph (e} of ihis section shall be construdd 50
as tn be mutually exclusive;

{d) pains chargeable to tux under secticn 323 of this Act and |osses
referred to in subsection (3N of thes sechon shall not be desmed
income or losses derved or resulting from specified sources for the
purposes of this subsection

(e} the specified sources of income are—

(i1 rights gramed to other persons for the dse or necupation of
immaovable property:

(i) employment (including former employment] of persanal services
for wages. salary. commissions oF simnilicr rewards (not under an
independent  contract  of - servieek. and & self-cmployed
professional vocation;

(iv) agricultural, pastoral, horticultural, Forestry of similar sctivibies,
not falling within subparagraphs (1) and (ii} of tiis paragraph:

iivApsurplus funds withdrawn by or refunded to an emplover in
respect of tegistered pension of registered provident funds which
are decmed to be the income of the employer under seCtio
B ED):
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(ivBincome of a Heensee from ome leence @rea OF 8 contradtor Trom
ane contract ared as determined in accordance with the Ninth
Schedule: and

(¥} other spurces of indéome churgeable W tax under section 3 2a),
not falling within subparsgraph (i1, (i), (i} or Tiv) of this
paragraph.

Secttonn I of Cap 70 wihich it s peapesed o amend —
Deductions not allowed

(1) Save as otherwise expressly provided. for the purposes of ascertaiming
the total income of a personfor any year of income, no deduction shall be allowed
im respect of —

Al

ihi

fed

any expenditure or loss which is nol wholly and exclusively incurred
by lnm in the production of the income;

any capilal expenditure. or any loss, dininution or exhagstion of
cajrital:

ahy expenditure or luss where the invaices of the transactions are not
generated from an elecironic tak invoice management syslem except
where the transactions have been exempted in accordance with the
Tax Procedures Act {Cap. 469B},

12} Notwithstanding any other provision of this Act, no deduction shall be
allovwed in respect of —

(a)

1]

<l

expenditure incurred by a person in the maintenance of himself. his
fnmnily or establishment or for any other personal aor domestic prrpose
ncluding the following—

(i} enterainment expenses lor personal purposes; or

(il hotel, réstaurant of catering expenses other than for meals or
aocOmmodanon expenses incurred on business trips or dunng
training courses or work melated conventions o conferences, or
meals provided o employees on the cmployer” premises;

Lidi) vacation trip expenses except thuse customarily made on home
leave as provided in the proviso o section S(4)a) and (sa); or

(rv]  educational fees of employee’s dependants or relatives:

any capenditure or loss which is recovernble under any insurance,
contract, or indemnity;

any income tax or tax of a similar natere paid on income:

Provided that, save in the case of foreign tax in respect of which a
claim s made under section 41, o deduction shall be allowed i
respect of come tax or tax of a similar nature, including
compensation tax paid on income which is charged to tax in a country
oulside Kenya to the extent 1o which thut tax is payoble in respect of
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and is paid out of income deemed 1 have accrued in or W have heen
derived from Kenys.

any sums contributed w0 a registered or unregistered pension, saving,
or providen! scheme or fund, except is provided in section | 520l or
any sum paid o another person s i pension;

a premivm paid under an annoity contract;

any expenditure ineurred in the production of ncome deemed under
section 10 of this Act to have scerued in or to have been derived from
Kenys where such expenditure was incurred by a aon-resident person
not having o permanent establishment within kenya:

any expenditre incurred i the production of dividend income
deemed under parugraph (n) of subsection (1), of section 7 10 have
been derived from Kenyn where such expenditure was incurred by o
non-resident person nol having a permanent estahlishment within
Kenva:

uny lass incurred inany business which. having regard 1o the nature of
the business. to the principal cocupation of the owner, piriners,
shareholders or other persons having a beneficial interest therein, to
the relationship between any such persons or 1o any other relevinl
factor, the Commissioner considers il reasonable to regard as not
being carmied on mainly with a view to the realization of prafits; and,
without prejudice 1o the generality of the foregoing, a busimess shall
be deemed not fo be carried on for any year of income with & view 1o
the realization of profits where more than one quarter of the amount of
the reviernue cxpenditure ingurred in such business in such year relates
10 goods, services, amenities or benefits. or 1o the production of goods,
services. amenities or henefits. which are af a personal of domestic
miture enjoyed by the owner, partners, shareholders or other persons
having a beneficial interest in the business or 4 member of the Family
of the domestic establishment of any such person.

gross interest paid or payable to a non-resident in excess of thiny per
cent of carnings before interest, taxes, depreciation and smortizanen
of the bormower inany financial year:

Provided tho-

(i1 any income which is exempt from tax shall be excluded from the
calculation of eamnings before inerest, taxes, depreciation and
prmontization; and

(i) this paragraph shall apply to—
interest ool loans:
payments that are economically equivalent o interest; iwrich

expenses incurred in connection with maising the finunce.
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(i) fhis paragraph shall not apply to—

(A) banks or financial instmtons hcensed under the Banking Aci (Cap
48],

(B micre and small enterprises registered. under the Micro and Small
Enterprises Act (Cap. 4830,

(T microfinance  institugions.  eensed  and  pon-deposat biking
microfinance hisinesses under the Microfinance Act {(Cap 493CHK

([} entities licensed under the Hire Purchase Act (Cap. 507}

(E}  non-deposin wking  insttutpas  invidved  in o lending  amd leasing
business,

(Fy  companies undertaking the manulEciure of human viccines;
Section 180 of Cap 470, which ir ix proposed 1o amiend —
Fiting of country-hy-country report, masier fle and local file

(1} Each ultimate parent enliny that is resident in Kenya shall file o country-
by-country report with the Commissioner in accordance with subsectson (3),

[1A) A constituent enfity thar 15 resident in Kenyn shall file o country-by
counmry report with the Commissioner in accordance with subsection (1B, if one
of the Following conditions applies —

{a) the ultimate parent entity is nol obhigated 1o file o country-by-country
report i it junsdiciion of tx redidence;

ibi the jurisdiction in which the ulimate parent entity 15 resddent haz o
current international rax agreement whach Kenva is a purty (o but does
nol have o competent authonty agreement with Keova at the time of
filing the couny-by-country réport for the reporting financial vear; or

(¢l there has been-a sysiemic failure of the junsdiction of s residence of
the uliimate parent entity that has been notified by the Commussioner
i the comstituent entity rexident in Kenya.

(1B} The provisions of subsections (11 and (LA} shall apply to-a
multinational enterprise group whose (ol consohdaled group wrnover,
inchuding extraordinary or investment income, 8 ai feast ninety five billion
shillmgs dunng the financial vear immediately preceding the reporting finencial
year as reflected in its consolidated financial statements for sech preceding
financial year.

(2% An ultimate parenl entity or @ constitent entity shall file the coantry-
by-country report referred 1o under subsection (1) not later than twelve months
affer the last day of the reporting fnancial Year of the group,

(3 An ultkmate parent eniity or @ constibeent entity of & mltimational
enerprize group shall ke o master fle and & local file (o the Commissioner in
such manner az the Commissioner may specily,
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i4) The master file and the local file shall be filed not later than six montis
after the last day of the reporting financial year of the multinatonal enfeTprise
Erop.

(%) A country-by-country report filed ander subsection (1) shall consist
of —

{a} the informaton relatng o the identity of each constituent enucy. i3
jurisdiction of x residence. i different. jurisdiction where such enlily
is urganized. snd the nature of the main busmess activity or activiies
of such entity:

ih) the group's aggregate i nformation including information relating o the
amount of revenue, poofit or liss helore income tax. income wx paid,
ncome tax acerved, stated capital, sccumulated eurnings, number of
employees and tingible assels sther than cash or cash equivalents with
regard to each jurisdicuon where the group has taxable presence; and

ich) any other information as may be reguired by the Comimnissioner.
(6} A muster file under subsection i3} shall contain—

(@} i detatled overview of the group;

(bt the group’s growth ergines,

el a description of the supply chan af the key products and services;
(dy  the group’s research und development policy:

(el & description of each constituent ennly’s coniribution o value
creatio;

iy information  aboul itangible assets and the group e rco pany
agreciments axsociated with them:

(g} information on any ransfer of intangible Bssets within the group
during the tas period, including the identity of the constituent entities

involved. the countries in which thise intangible issels are registered
and the consideration paid as part of the transfer;

thy  information aboul financiig activities of the group.

(i} the consolidated financial statements of the group:

(j)  tax rulings. if any. made in respect of the group: and

(k) any other information that the Commissioner muy require.
(T} A local file under subsection {31 shall contain—

{a) details and information on the residént constituent entity’s activities.
within the multinational enlerprise groug;

(b} management struciure of the resident constituent entity:
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(¢} business strategies including structuring, description of the materiil-
contridled transactions, the resident constituent entity s business and
competitive enyviromment:

() the internationel iransactions and amounts paid o the Tesident
constitient entity or received by the entity; and

(el any other information thar the Commssioner may require.

(B} Where ihers are more than onc constituent entities of the same
multinitional enterprise group that are resident in Kenya. the mullinational
enterprise group may designate one of such constitient entities 1o file 4 COLNErYy -
by-country report and notify the Commissioner in such form s the
Commissioner may specify.

{10} A resident constituent entity of a multinational enterprise group shall

it be required o file a country-by-country report with the Commissioner with
respect o the reporting financial vear of the group. if—

la} w non-resident surrogate parent enfity files the STy - By - okl
report an the group with the competent asthority of the ax jurisdiction
of the entity;

tbt  the jurisdiction m which the non-resident suTOgide parent enlity is
resident requires the filing of country -y -country reparts:

icl the competent authaority of the junisdiction in which the non-resident
SUTTOgate parcnt entity is resident and Kenya have a compelent
authority agreement for the exchange of information;

{dy  the competent authosity i the jurisdiction where the non-resident
surrogate parent is resident hus nod potified kenva of & systemic
failure: op

(e} the non-resident parent entity has notified the competent anthority in
the jurisdiction of its tax residence that the entity 15 the designuied
surrogate parent entity of the group.

(11} The Commissioner shall maintsn  the confidentinlity of the
information contained in a return submitted in sccordance with section i 1) aid
section A2} of the Tax Procedures Act (Cap. 469H).

Section (X £ of Cap 470, which it is proposed 1o gmend—

ISE. (M¥ences and penalties

A person who fails o comply with the provisions of sections 18C and 18D
commits an otfence i shall be subpct o the penalties prescribed under the Tax
Procedures Act (Cap. 4698

Sevtion F8E of Cap_ 470, which it iy proposed to amend —
Definitions
For the purposes of sections |8C. 18D and 18E—
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“i1 country-by-couniry report” means a report filed under sectson [8DO1)
deseribing the Rnancial

petivities of each constituent entity (n ail the jurisdictions where the group
has taxable presence;

"excluded mulinationul enterprise group” means. with respect W any
financial year of the group. a group having ol consalidated group revenue of
less than the amount specified in section FRD(1 )

*“ultimate parent entity” means an entity which—
(1) s not contrelled by another entity: and

ih) owns or controls, directly or indirectly, one o mone constituent
entities of & multinational entérprise group.

Section 19 of Cap 70, which it (4 propoxed 1o amend —
Ascertainment of income of insurance companics

{1y Notwithstanding anything in this Act, this section shall apply for the
purpose of computing the gains or profits of insurance companies from msurance
bisiness which |s chargeable o tax; and for the purposes of this Act a mutual
insurance company shall be deemed o carry on an insurance business the surplus
from which shall be ascerained in the manner provided for in this section for
ascertaining gains or profits and which shall be desmed 10 be gains or profies
which are churged 10 1ax under this Act.

{2) Where an insuranice company carries on life insurance business in
ennjunction with insurance business of any other class, the life msurance
business of the company shall be treated as a separate business from any other
class of insurance busingss camied on by the company.

{3) The gaims or profits for any year of income from the insurance business,
ather than life insurance business. of a resident insurance company, whether
mutual or proprietary, shall be the amount arived at after—

in) taking, for such year of income. the sum of —

(it the amount of the gross premivms from such business (less such
premiums returned 10 the insured and such premiuvms paid on
reinsurance as relate o such businessy: amd

(i) the amount of other income from such business, including any
commission or expense allowance received or receivable from
re-instrers and oy income derived from investments: held in
connexion with that business: and

{b) deducting from the sum arrived at under paragraph (a) a reserve for
unexpired risks referable to that business ul the percentage adopted by
the company ul the end of that year of income and adding thereto the
reserve deducted for vpexpired risks at the end of the previous year of
income:
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Provided thai the reserves are estimmted on the basis of sotuaral
principles, including discounting of ultimate costs; and

deducting from the figure arrived at under paragraphs (a) and (b} of
this sobsection —

£l

Lii)

1TH

the amount of the cloms. admitted 1 such yvear of income in
connexion with such business {provided that claims incurred b
not paid or nol reported befone the @nd of the accounting period
are esnimated on the basis of pctundal principles including the
discounting ol ulimale costsl less any amount recovered in
respect thereol under réinsurance; and

the amoun! of agendy expenses incurred in such year of income
i connection with such business; and

the amount of any other expenses allowable as- & deduciion
iexciuding costs and expenses oltributable o earning exempt
indomed as determined by the mbtio of exempt investment income
fo the sum of investment and exempt investment inceme i ihat
vear of come m computing the gains or profits of that business
under this Act.

{4) The gains or profiis for any vear of income from the insurance: business,
other thian lite insurance business, of a non-resident msurance company . whether
mutual or proprietary .. shall be the smount armived at after—

fal

(b

taking, for such year of imoome, the sum of —

1]

tin

Lhii)

the amounl received or receivable in Kenya of the gross
premiums from sech business (less such premiums returned o
the insured and such premiuvms, paid on rernsorance . other than o
the head office of such company, as relates to sech business);
and

the amount of other mcome from swch business. i being
imcome  from  investments, necerved or receivable in Kenya
including any commassion ar expense allowance  received or
receivable from reinsumnce, other than from the head office of
such commpany , of risks sccepted inoKenya: and

sich amount of mcome from myestiments a5 the Comimissioner
may determing m be just and rensonable as representing income
from invesirnent af the reserves referohle (o soch business done
in Kenyal and

deducting from the sum armived at under paragraph (a) a reserve for
unexpired risks outstanding ot the end of that year of income in
respect of policies for which the premiumz sre received or receivable
i Kenya al the percentage adopted by the company in relation to its
insurance business as & whole, other than life insurance, but adding 1w
that sum the reserve deducted for similar unes pired risks ar the end of
the previons vear of income:
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Provided thal the reserves are estimated on the basis of actuarial principles,
meluding discounting of ultimate costs; and

(el deducting from the figure arrived al under parigraphs {2 and (by—

{if the amduni of the claims admitted o that yedr of ingome in
conmection with that business { Provided that claims incurmed bt
not paid or ot reported before the endol the accounting penod
are estimated on the basis of sctuarial principles incloding the
discounting of ulimate costsl less any amount recovered in
respect therool under reinsurance: il

fiiy  the amount of agency expenses incurred in such year of income
in connexion with such business: and

(it an amount being such proportion as the Commumissioner  muy
determine to be just and reaspnable of those expenses of the head
office: of thit company as would have been allowable as a
deduction in that year of income in COMPUiINg |15 gains 0f profits
if the company had been a resident company in =0 fur as those
amuunts relate tor policies the premiums in respect of which are
received or recejvible in Kenya.

(5) The gans or profits for a year of income from the long term insurance
business Of a resident insurance company, whether mutual or proprictary, shall be
the sum of the following—

{a1  the amount of actuarial surplus. as determined under the Insurance At
and recommended by the actuary 1o be transferred from the life
insurance fund for the benefit of shareholders:

(b) any other amounts transferred trom the life insurance Tund for the
henefit of shareholders: and

i¢)  thirty per centum of managemenl £X penses wnd commissions thal are
in excess of the meximum smounts allowed by the Insurance Act
{Cap. 48T}

[5A1 Where the actuarial valuation of the lite insurance fund results in a
deficit for 2 year of income and the shareholders are required Lo imject money into
the life insurance fund, the amount of maoRey S0 transferred shall be treated as i
negative transfer for the purposes of subsection (3ial

Provided thar the amount of ncgative transfef shall b limited 10 the
actiarial surplus recommended by the actuary be transferred from the life
insurance fund for the benefit of shareholders in previous yeurs af income.

{65} The gains or profits for a year of ncome from the long term insurance
business of & Hon resident insurance company . whether mutual or proprelory.
shall be the sum of the following —

(a) the same proportion of the amount of actuarial surplus recommended
by the sciuary to be transferred to the sharcholders as the actuarial
|iahility in respect of ifs long term insUriice business in Kenyi bears
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to the acwarial lability in respect of its total long term msumnce
business; and

(b) the same proporion of any other amounts transferred from the life
msurince fund Tor the benelit of shareholders as the actuarial by
In respect of ifs long ferm insurance business in Kenva bears 1o the
sictuanal Bability i respect of ils tofal long term insurance business;
and

el the same propoction of thirty per cent of manigement expenses and
commisskons thal are i excess of the maximum amounis allowed by
the Insurances Act (Cap. 487) as the actuarial Hability in respect of is
long term insurince husiness in Kenya bears to the actuaral liability
i respect of its total loag term msurmnce business,

(aA) Where the actunrial valuation of the life insurance Tund results in a
deficit for 4 year of income and the sharcholders are required 1o inject money into
the hife insurance fund, the proportionate amount of the money so imnsferred
shall be treated as a negative transfer for the purposes of subsectaon (65 );

Provided that the amount of negaive wansfers shall be limited 1o the
amoun of actuanial surples recommended by the acary to be transferred from
the life insurance fund for the benefit of the sharcholders in previous years on
IO,

(6B} For the avoidance of doubt. the gains arising from the transfer of
propery by an insurance company other than property connecied to life
insurance business shall be taxed i uecordance with the provisions of the Eighth
Schedule.

(77 I this section—

“wnnuity fund” mesns, where an annuity fund 15 not kepr separsiely from
the fife insurance fund of the company such pant of the life insurance fund as
represents the liability of the company under its annuity contracts:

"compuny® inclodes o body of persons;

‘exempl investment income” means dividends chargeable 1o tax under
section H2Wai) plus income from disposil of investment shares traded m any
seculrilies exchange operating in Kenvi:

"invesiment mcome” does aor isciude—
{a) dividends chargesble to tax under section 3(2(a)(i); and

(b} income from the disposal of investment shares teaded in any sécurities
exchange opersting in Kenyva,

“life insurance fund” does pot inclade the annaity fund, if any, nor such pan
uf the life insurance fund as represents the hability of the company under any
registered annuity contract, registered trusl scheme. registered pension scheme or
registered pension Rimd:
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"life insurine premiums’ means premilms referable 1o the life insurance
hassiness other than Annuity UsIness;

*hife ipsurance CXPenses’ MEAns Crpenscs referable o the life msurance
husiness other than annuity busmess.

(%1 The amount of the gains o profits from insurance buginess, both from
life insurance and from other classes of msurinee business, arrived at under this
section shall be taken into account together with any other income of the
company charged to tax in ascertaining the totul income of thal company .

Section 23 of Cap 470, (¢ 18 praposed 1o anend -
Transactions designed to avoid liability to lax

(11 Where the Commissioner is of the upinion that the main purpose or obe
of the main purposes for which a transaction was effected (whether befoee or
after the passing of this Act) wis the avoidance or reduction of Tiability 1o tax for
any year of income, or that the man benefit which might have been expected o
acorpe from the transaction i the three years immeduely  following the
completion thereof was the avaidance o reduction of liability to tas. he may, i
he determines i to be just and reasonabie. direct that such wdjustments shall be
made a5 respects Liability 10 Lax as he considers appropriale o counteract The
aviidince or teduction of Hability to lax which could otherwise be effected by
the Iransaciion,

(7} Without prejudice 1o the generality of the powers vonferred by
subsection ( 1) of this section, those powers shall exteqnd—

{4} o the charging 1o tax of persons wha, but for the adjustments, would
i be charged 1o the same extent.

ihi  to the charging of a greater amount of tax than would be charged bul
for the adjustmens.

| 3} Any direction of the Commissionér under this section shall specify the

transaction of tansactions giving rise 1o the direction and the mdjustments as
respects liability to tax which the Commissioner considers appropriate.

Soction 24 of Cap. 470, which it is proposed 1 e —
Avoidance of tax liability by non-distribution of dividends

i 11 Where the Commissioner s of the opuion that & privite compny has
sot distributed o its shareholders as divideads within @ reasonable period, not
exceeding twelve months, after the end GF its accounting period such purt of its
income for that period which could be so distributed withoul prejudice to the
requirements i the company's business, he may direct that that part of the
income of the company shall be treated For the purposes of this Act s having
heen distribated a5 a dividend o ihe shareholders: in sccordance with their
respective interests and shall be deemed to have been pail on a date twelve
manths afer the end of that accounting period

Secrion 35 of Cap A70, i1 i proposed 1o amend —
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Deduction of tax from certain Income

(1) Every persom shall. spon payment of any amount (o any non-resident
person nit having a permanent establishment in Kenya in respect of —

(@)

(hi
(8

id)
(€]
i
%)

i manggement of professional fec or raining fee exoepl—

{13

(i)

a commission pasd to o non-resident agent in respect of flowers,
truits or vegelables exported from Kenya and asctioned in any
market outside Kenva and sudit fees for analysis oF meximum
residue limits paid 1o a non-resident laboratory or auditor; or

a commission paid by a resident air transport dperator to 8 pon-
resedent agent in onder (o secure tickets for ntemational trave):

paymenis made by the national carner 10 4 non-resident for
specialized technical. mainienance, compliance. (mining. or
digital systems support services, where such services are ol
availabie n Kenya or the service provider is certified or
accredited by an internotional regulatory, stundard-setting, or
licensing body !

it rovalty or nafural resource menme!

i rent. premium or similar consideration for the use or occupation of
property. excepl aircraft or aircraft engines, loctmotives or molling
shock:

Prosvided that—

[l

fnl

where the bond, foan, claim, obligation or other evidence of
indebtedness is acquired by & person exempt under the First
Schedule or & financial insdmiion specified in the Fourth
Schedule from o pon-resident person, such an exempt person or
financial institution shall deduct tax from the difference belween
the sequisition price and the onginal issue price; and

where a non-resident person disposes of @ bond. loan. claim.
obligation o other evidence of indebiedness acquired from a
person exempt under the First Schedule or o Anancial institution
specified in ihe Founth Schedule, tax shall be deducted upon
final redemption from the difference between the final
redemption price and the soquisition price, if the exempt person
or fimancial instiution cerifies the acquisition price to the
satisfaction of the Commissioner:

i dividlend;
inpterest wnd deemed mieres

il PENSION OF retirement annuity:

imy appearince al. of performance in, 8 place {(whether public ar
private] for the purpose of entertaining. instructing., mking par in any
sporting event or otherwise diverting an audience;
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any activity by way of supporting, -assisting or armARgng any
appearance ar performance referred to in paragraph (g} of ihis
subsection,

withdrawals;

{1} gains or profits from the busincss of transmitting messages which 15
chargeable to tax under section ¥ 21

L

i)

(i
iq
irh
(s
{u)

insrAnce OF reiNSUCAnCe pREmium, except insurance o reinaLriLnGe
premium paid in respect of aircraft;

sales promotion, marketing, advertising seTvices, and transportation of
goods (excluding air and shipping transpor ServIces);

gaims from financial denvitves:

digital contenl manetisation:

supply of goods 1o a public ey,

making or fucilitating payment on i digital marketplace; and

gains o profits which are chargedhle to s under section 901 denved
from the busipess of aship owner or charterer.

(1A} Subsection (1) shall not apply o paymenis made by filming agents
and filming producers approved by the Kenya Film Commission 1o actors and
crew members approved for purposes of paragraphs (g1 and th).

(3} Subject to subsection (3A], 4 perion shall. upon payment of an amoun
to @ person resident or having a permanenl establishment in Kenys in respect of -

{wl
{b)

i dividend:

imerest. piher than interest paid 10 & Minanciul institution specified in
the Fourth Schedule which is resident or which has 4 permanent
establishment in Kemys, including interest urising from a discoumt
upon Final satisfaction or redemption of o debt, bond, loan, claim.
obligution or other evidence of indebtedness measured as the onginal
jssue discount, other than interest or discounts paid 10 i person exempl
ander the First Schedule or a finncial institution specitied in the
Fourth Schedule:

Provided thil-

(it where the bond. loan. claim, obligation or other evidence of
indebtedness is acquired by a person exempl under the First
Schedule or 4 fnancial institution specified in the Fourth
Schedule from the resident person, such an exampl peison or
financial institution shall deduct tax from the difference berween
the acquisition price and the original issue price: and

(i} where the resident persan disposes of u bond. loan, claim,
abligation or other evidence of indebtedness acquired from o
person exempt under the First Schedule or a fisancial institution
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specified in the Fourth Schedule, tax shall be deducted upon
final redemption from the difference between the final
redempltion price and the acquisition price, if the exempt person
of lmancial mstitution centifies the acquisition price o the
satisfiction of the Commissioner;

fch  an anouity payment excluding that portion of the payment which
represents the capital element;

(d) & commission or fee pad or credited by an insurance company o any
person for the provision, whether directly or indirectly, of an
ISUFARCE cover 1o any person or group of persoas (except a
commuission o fee puid or credited 1o another insurance company

(e} -a pension ar & lump sum commeted o withdrwn from a registered
pension fund or 4 lump som oul oF & registersd . provident fund in
exncess of the tx exempt amounts specified in section 8(4) snd (5), or
any amounl pad oul of a registered individual retirement fund, or 1
benefit paid out of the National Social Security Fund in excess of the
tax exempt st specified in section Bi5).

tee) surplus funds withdrawn from or paid out of registered pension or
provident funds;

tfy  management of professional fee or traning fee. the agegregate value of
which is twenty - four thousand shillings or more in a month:

Provided that for the purposes of this paragraph. contructual fee within
the meaning of "management or professional fee” shall meun payment
Tor work done in respect of building . civil or engineering works:

(g} wrovalty oF naturnl resource income)
{hy withdrawals:

g rent, premiom or similar consideration for the use or occupation of
immovable property,

(ki sales. proanotion. marketing and sdventising services:

)y digial contem monetisation:

{m} supply of goods to 4 public entity:

in)  making or facilitating payment on a digital markeiplace: and

(3A) Notwithstanding the provisions of subsection (31, only a person
appointed for that purpose by the Commissioner. in writing, shall deduet fax
under paragraph (i} of that subsection.

{3AA] A person who receives rental income on hehalf of the owner of the
premises shall deduct fax theréfiom:

Provided that only @ person appointed by the Commissioner in writing for
thiet purpose may deduct tax under this section.



The Fingnre Bill. 2026 1025

(IAB} A person who deducts rental income fax under this section shall,
withiin five working days after the deduction was made. remit the amount 0
deducted to the Commissioner together with a refurn m writing of the tax
deducted and such other information as the Commissioner may reguire.

{3AC) The Comemssioner shall, wpon receipt of the amount remitted umder
cubsection (AB). furmish the person from whom the rental income s wis
withheld with & certificate stating the amount of the rent and tox deducted
theretrom.

{41 No deduction shall be made under subsection (| pordd) from a payment
which is income exempt from tax under this Acl, or 1o which an order made
under this Act, or to which an order made under subsection (71 or (B applies

(5} Where a person deducts tax under this section he shall, within five
working days after the deduction wiis made—

(al remit the amount 5o deducted to the Commissioner ogether with &
return in writing of the amount of the payment the amount of tax
deducted, and such other information us the Commissioner may
specify; and

(hi fumish the person to whom the payment s made with n ceruificate
stating the amount of the payment and the amount of the tax deducted.

(541 The Commissioner shall pay the ik deducted from withdrawals under
sibsection (1311 and (35 ih) into the Sports, Ans und Social Develapment Furisl
sstablished under section 24 of the Public Fmance Management Aet. (Cap
41ZA).

6D A person aggrieved by the imposition, by the Commissioner, of &
penalty under this section may, by motice in writing to the Commissioner, object
to the imposition within thirty diys of the dute of service of the notice of the
ImpOsInion.

{71 The Cabinet Secretary may, by notice 1n the Gazene. exempt from rthe
provisions of subsection {31 of this section any piaymenl o class of payments
made by any persan of cluss of persons resident or having o permanent
establishment in Kenya,

{#) The Cabinel Secretary may, by notice in the Gaozene. amend or add 1o
the Fourth Schedule in

Section 52 of Cap 470, which it is propased fo anenisd —
Returns of income and notice of chargeability

(1} The Commissioner may. by motice in wriling, require . person 1o
fuinish him within & reasonable time, not being less than thirty days from the
dute of service of the notice, with o retum of income for any year of income
contaiming a full and true stafement of the income of such person, including
income deented to be his under this At liable o tax and of those particulas that
may be required for the purposes af this Act: and such resurn shall include a
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declaration signed by such person, or by the person in whose name he is
issessihle, that such return is a full and tbue statement:

Provided that in the case of a person carryving on 4 business his made a
provisional return of income, the rewurn of income under this subsection may be
made within a peniod not exceeding nine months from the due 1w which he
mikes up the aecounts OF such business.

{2} In the case of the executors or administrators of a deceased person. or
of the liquidator of & resident company , or of a bankrupt, or of a person whom the
Commissioner his reason to believe is about o leave Kenya, the Commissioner
may, by notice in writing, require him 10 fumish & retum of income at any time
whether before or after the end of the vear of income to which such return relates

| ¥} Every person chargeable to lax for a vear of income who—
{a)  within four months afier the énd of such vear of mcome; or

thl  being u person carrying on a business the sccounting period for which
ends on some day other than 315t December in such yeir of income.,
Hax not made a provisional retum of income for that year of income
within four months of the end of such accounting period, bas not been
tequired to make a retur of income for such year of income under
subsection |1} shall, within fourieen days after the expiration of the
penod of four months, give notice in writing to the Commissioner that
he 15 0 chargeable:

Provided that an employee shall not be required 1o give notice —

{iy if he had no income chargeable to tax for such year of income
other then from emoluments: and

il if the tax payable in respect of those emoluments has been
recovered by deduction under section 37 of this Act.

{4) Where any business 5 carmed on by two or more persons in partnership,
the Commissioner muy, by notice in writing, require the precedent resident
partmer, that is the purtner wha, of the resident partners—

tal s first nemed in the agreement of partnership; or

(b} if there be no agreement. is specified by name or initials singly, or
with prevedence o the other partners. in the usual name of the
partnershap; or

fch s First named in any statement required for the purposes of
registration ol the business under any low of Kenya: or

(dy s the precedent resident active partner if the parinér named with
precedence is not an active partner, lo fumish him within a reasonable
time, nid being less than thity days from the dite of service of such
notice, with a return of income of the partnership. ascertained under
this Act s if the partership were & person fiable to tax, for any vear
of income prior to that in which the notice is served containng a full
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and true stitement of the income and of such particulars as may be
respeet of finapcial institubiohs residemt or having a permancnt
establishment in kenya

Sectivn 52 B of Cap. 470, which it is praposed i apend —
Final return with self-assessment
{11 Notwithstanding any other pro yvision of this Acl—

ia} every individual chargeable to tax under this Act shall for any year of
ineome commencing with the year of incame 1992, fumish to the
Commissioner a retuen of income. meluding a sell-pssessment of his
tux from all sources of income, not later than the last doy of the sixth
manth following the end of his yeur of income, and

thi  every person. other than an individual chargeable o tax under the Act,
shall for any aceounting period commencing on or after b Junuary.
1902, fuenish o the Commissioner a retm of income, mcluding a
self-nssessment of his wx on such income, ok twter than the Tast day
of the sixth month following the end of the year of income,

(2] The return of incoine together with the declared self-assessment of 1y
o the dectared income, shall be prepared on such a form or forms as shall be
prescribed by the Commissioner.

i3 The declared self-assessment shall be calculated by reference to. the
appropriste relief and rates of tax in force for the yerr of ncome.

{4} Every company lihle 1o tix under this Act shall also include with the
celf-assessment and Teturn of incOme, an assessnent and retum of any dividend
distribured out-of untased gains o profits due with respect to such tax year and
the tax 5o calculated shall be payable at the due date for the self assessment.

First Schedule o Cap 470, which & is propased fo e -
FIRST SCHEDULE [ss. 13 and 14}
EXEMPTLONS
Part 1 - INCOME ACCRUED IN, DERIVED FROM OH
RECEIVED IN KENYA WHICH IS EXEMPT FROM TAX

| Sn much of the income of a person as 18 expressly exempied from income
tix by or under the provisions of any Act of Parliament for the time being in
force. 10 the extenl pravided by such Act.

1. The income of any person who, or organization wh ich, is exempt from
income tax by or under any Act of Parlrament fior the time being in force, to the
extent provided by such Acl

& The income; other than income from investments. of an amateur sporung
assnciation., that is 1o say. an associition —
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whase sole or main object is to foster and control any outdoor sport,
i

whose members consist only of amateurs or affiliated associations the
members of which consist only of amateurs; and

whose memorandum of association or by-laws  have provisions
defining an amateur or a_ professional and providing that no person
may be or continue 10 be 4 member of such assoctation if such PErSH
IS 1M AN amareur.

K. The meome of any county government.

10, Subject te section 26, the income of an institution, body of persons or
irrevocable trust. of a public charcier established solely Tor the purposes of the
relief of the poverty or distress of the public, or for the advancement of religion
or educaion —

il
(b}

established in Kenyi; or

whose regionul headgquariers s suonted in Kenya, in so far as the
Commissioner 15 satisfied that the income is 1o be expended either in
Kenya o in cireumstinces (n which the expenditure of that income i
lor the purposes which resull in the benefit of the residents of Kenya:

Provided that any such income which consists of gains or profits from
business shall mot be exempt from tax% unless such gains or profis are applicd
solely o such purpuoses and either—

&0

1B

(i such business 15 carried oo in the course of the sctual execution
of fauch purposes:

G} the work in connexion with such business is mainly camed on
by beneficiarics under such purposes: or

i) such gauns or profits consist of reals {(mcleding premiums or any
similar consideration in the nature of rent) received from the
leasing or letting of land and any chattels feased or ket therewith:
and provided further that an exemption under this paragraph-

shall be valid for a peniod of Ave years but may be revoked by the
Commissioner for any just cause; and

shall, where an applicam has complied with all the requirements of
this puragraph. be issued within ninety dayvs of the lodging of the
application

Provided further that i this paragraph, “institation. body of persons or
trrevocable trust, of 4 public character™ means an entity established to benefit the
public I a transparent and accountable manner without restriction or
disecrimination regardless of the level of charges or fees levied for services
rendered. and which utilises its assets: or income exclusively 10 carry out the
purpose for which the entity was established without conferring a private benefit
tee an individual,
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I}, The income of any person from any mapagement of professional fee,
royalty or interest when the Cabiner Secretary cenifies that it is reguined 1o be
paid free of tax by the terms of an agreement to which the Government i a party
either #s principal or gonranior and that i is in the public interest that such
incoimee shiall be exempt from tas,

12 The meome of any registered pension scheme.
13, The mcome of any registercd trust scheme.
14, The income of any registered pension fund
15, The meome of & registered provident fund.

16, The income from the investment of an annuty fund, as defined n
section 19 of this Acl. of &n insurande compant .

17, Penswons or geatuities granted in respect of wounds or disabilines
cnused i war and suffered by the recipienis of such pensions or gratuities.

22 That pant of the income of any officer of the Govemmen or of the
Communily sccreed in or derived from Kenyn which comsists of foreign
allowainces paid b such officer from public funds in respect of his office:

Provided that. where any person 10 whom such an allowance i paid 15
sranted i deduction under section 13 of this Act in respedt of any expenditure
wcurred in pelution to an activity for which the allowince is paid, then the
exemplion conferred by this paragraph shall not apply w0 so much of such
allowance as is equal to the amount of such deduction.

23 The income of the East African Development Bunk and of Corporations
cstablished under Article 71 of the Treaty for East African Co-operation together
with the income of subsidisry companies wholly owned by that Bank or by any
of the said Corparations.

P76, The emolumenis=

() of any person in the piblic service of the Government of that couniry
in respect of his office ander that Government where such person is
resident in Kenya solely for the purpose of performing the duties of
his office, where such emoluments jire payvable from the pubhic fuds
of such couniry and are subject to ineome tax in such country.

27. The emaluments pavable out of foreign sources in respect of duties
performed in Kenya: in connexion with a echnical assistance or other agreement
for developmenial services or purpose o which the Government or the
Community is o party W any non-resident pérson or t a person who is resident
solely for the purposes of performing those duties. inany case where ithe
agreement provides for the exemption of such emoluments.

35, Interest on a savings account held with the Kenys Post Office Savings
Bank.

36. Such part of the income of an individual, chargeable o tx under
section 3 2M N s consists of & gain derived from the transfer of —
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i privide residence § the individual cwner has occupied the residence
contingausky For the three yeor peniod immediately prior tothe trapsfer
concermed;

Prowided that—

1}

(]

T

v}

vl

fvi)

in derermining whether or not a person has occupied o residence
comtinuoushy for three Years, any penod durning which he was
temporarily absent ffom he residence shall be ignored:

reterences (o @ privite residence include the immediely
surrodnding land piilized exclusively for personal porposes as an
adjunct o the residénge nnd not for the production of income,
but does not inchade any part of the residence and land unlized
for business purpases;

nov individual may claim or be wwken t have used more than one
residence as his resadence af the sume tume for the purposes of
this A

ne individuals may clayim or be tiken 1o have used more than one
residence as their residence for the purposes of this Act at any
fime when they were husband and wife living together;

o individoal shall clamm or be taken 1o hove used n residence as
d Teridence Al any fime when he was i dependant of either ar
bath of his parens;

where 8 residence is used in part for business purposes. or is
trunsferred in-a single transaction wgether with' lund and other
property used for the production ol income., the taxable value of
such property used for residential purposes shall be separately
detcrmined from that used for business purposes or for the
production of income;

property (heing land) ransferred by an individusl wihere—

i)
AT

the transfer value is not more than three million <hillngs; or

agncultural property having an area of less than fifiy acres where
such property is sileated outside 3 municipality,  pazetted
towmship or an area that is declared by the Cabinel Secretary. by
notice in the Gazette, o be an urban area For the purposes of this
At

property (including mvestment shares) which is transferred or sold for
the purpose of administering the estate of i decensed person where the
transfer or sale is completed within two years of the demth of the
decensed Or within such extended time as the Commissioner may
allow in writing:

Proveded thut where there is a court case regarding such estate the
period of transfer or sale under this paragraph shall be two vears from
the date of the finalization of such court case:
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(g} properiy., including mvestment shares, which is transferred of sobd for
the purpose of transferring the tite of the proceeds nto-a registered
family trust.

42, The incomie of & non-resident person who carmes on the businesy of
airceuft owner. charterer or air (ransparl operator, from such husiness where the
country in which such non-resident person is resident exwends & simikar
exemplion o aircraft owiers, Chaperers ar air transport operators who are nol
resident in sueh country but who are resident in Kenyi,

43 The income of o registered individual retirement fund

45, tncome of the Nutional Social Security Fund provided that the Fund
complies with such conditions as mity bee prescribed.

45A . All contributions and other payments inia and out of the Soctal Health
Insurance Fund estublished under section 25 of the Soctal Health Insurance Acl,
2023

48 Chains ansing from trade i securities fisted on any securities exchange
ppernting in Kenya by any dealer licensed under the Capial Markets Autharity
At (Cap. 4853AE

Provided that such securities have been held for a period not ekceeding
pwenty-four months from the date of acquisition.

44 Ipterest ncome scorued inoor derived from Kenya under financial
arrangements: made or puaranteed by the Export-Import Bank of the United
States, an agency of the United States of Americn.

50, (1) Investment income of a povled fund or other kind of mvestment
consisting of retiremeni schemes, prov ided that ali the constituent schemis of the
pooled fund are registered by the Commissioner.

(2} For the purposes of this paragraph, "pooled fund” has the meaning
assigned 1o it under the Retimement Benefit Act, 1997

51, Interest income accruing frony all fisted honds. notes or Other similar
securities wsed o raise funds for infrastructure and other soctal services, provided
that stich bonds, notes or securities shiall have a maturity of ol least three years.

3. Payment of pension henefits from a registered pension fund. registencd
provident fund, registered individual retirement fund, public pensian scheme of
tional Social Security Fund., upon attainment of the retirement age determined
in aceardance with the rules of the fund or the scheme:

Pravided that this cxemption shall also apply to—
{a)  payment of graluity;
(aal other allowances paid vnder a pension schemi:

b paymeni of a reliremen anmuity: or
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(ed withdrawals from the fund prior w attaining the retirement age due 1o
i1 health; or withdrvws from the fund after the twenty vears from the
date of registration as o member of the fund.

54. Interest income on bonds issued by the East African Development
Bk

55. The ncome of the Nationil Housing Development Fund.
56. The principal sum of a registered family trust.

38, Income earned by an individual who is registered under the Ajirn
Dignal Program for three yvears beginning Tse January , 2020

Provided thag—

tab  the individunl shall gualify for the exemption upon paviment of
regestration fee of ten thousand shillings per annum: and

(b} the Cabmet Secretary shall, in consultation with the Cabiner Secretary
for the ministry responsible  for  information  communication
technology, issue regulitions for the betier carrying oul of this
(R CETRTH

58. Any capuial gains relating 1o the transfer of title of immovible property
1o o Family truse,

549. The amount withdrawn from the National Howstng Developmeni Fund
t purchase a house by i contributor who is a first-time home-owner.

alk. Interest indenmne accruing from all listed bonds, notes or other similar
securities used to raise funds for infrastructure, projects and assets defined under
Cireen Bonds Standands and Guidelines, und other social services:

Provided that such bonds, mes or securties shall have a matunry of at
least three vears.

6l. Deemed interest in respect of an interest free loan advanced 1o a
company undertaking the manufacture of human vaccines.

6. Paymems made to non-resident service providers not having a
permanent establishment in Kenya in respect of services provided 1o a COMpInY
undertaking the manufaciure of human vaccines.

td. Dividends paid by a company undertaking the manufacture of human
VAcCInes o any non-resident person.

6, Dnividends paid by Special Economic Zone enterprises, developers and
aperaiors hcensed under the Special Economic Zones Aet (Cap. 517A),

67. Dividends paid by Special Feonomic Zone enterprises. developers and
aperators o any non-resident person.

iR, Rovaltics paid 10 & nor-resident person by a company underaking the
manufacture of human vaccines.
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69 Interesi paid to A resident person or non-resident person by @ company
undertaking the manufacture of human VICCIHES.

70, Investment income from a post-retirement medical fund. whether or not
the fund is part of a retirement benefits soheme.

1. Income earned by a pop-resident contractor, shb-contraciar, comsi tand
or an employee involved in the implementatian of & project financed through a
one hundred per cent grant under an agreement between the Government and &
development partner, (o the extent provided for in the Agreement:

Provided that —

ta) the non-resident contractor, subconlractor. contractor aF employes
shall musntain this status For the tenure of the agréements

(b} any other income ot directly reluted 1o the project enmed by that non-
resident contractor, subcontractor. consultant or emplovee shall be
subject B BX.

12 Gains on transfer of property within a special cconomic zone by o
licenised special economic wone developer. enlerprise O Operator.

73, Royulties, intérest, menagement fees, professional fees, raining fees,
consultancy fee, agency of contraciual fees paid by a special economic zone
developer, pperator or enlerprise, in the first 1en vears of its establishment, 10 a
non-resident person.

74 Gmins on ransfer of securities traded on any securnties exchange
licensed by the Capital Markets Authonty s not churgeable to tax umder section
32T

75. Dividends paid by a company certified by the Nairobi International
Financial Centre Authority where the company Temvests al beast twao hundred and
fifty million shillings in Kenoyi, in that yedr of income,

Second Schedile to Cap 270, which it is proposed 1o fimEnd—
SECOND SCHEDULE [5s. 4, 5 and 15]
INVESTMENT ALLOWANCE
| Deduction of investment allowance

{1} Where 1 person mcurs capilal expendilure in respect of an tlem listed in
he first column of the tuble. an mvesiment allowance may be deducted in
computing the guing or profits of that person at the corresponding raie specified
in the second column, for each year of income —

Capital expenditure meurred Rate of Investment Allowuince
(n)  Buildings
(i1 Hotel buikding 50% in the first year of use
Gty Building used for manufacture 50% in the first year of use
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tin)  Hospital buildings 50% in the first vear of use
(i) Petroleum or gas storage facilities S0% in the first vear of use
(v)  Residual valug to item ()i} m (a)(iv) 25% per vear, in equal
mstalmenis
(vib  Educational buildings including student hostels 109%: per year, in
cgual instalimenis
{vil}  Commercial building 10% per year. in equal instalments
iviti]  Incustrial Building 109%
(ixd  Dock 0% in equal instalments
iby Machinery
(1) Machinery ased for manufocrore S0% in the first yeéar of use
tit)  Hospital equipment 30% in the first year of use
tiil)  Ships or girceafis S0% in the first vear of use
fiv} - Residual value irems (biii} to (bMii) 23% per year. i equal
imstalments
(vl Motor vehicles and heavy earth moving Equipment 25% per
year, in equal instalments Capital expenditure incurréd Rate of
Investment Allowimee
ivi) Computer and penpheral computer hardware and software.
caleulators, copiers and duplicating machines 23% per veur, in
equal instalments
ivii)  Furmiture and fittings [0% per year. in equal instalments
(viit) Telecommunications  equipment  10%  per  year, in  equal
mstilmenis
fix} Filming equipment by a local film prodocer licensed by the
Cabinet Secretary responsible for filmimg 25% per vear, in equal
instafments
(%) Machinery used o undertike operations under @ prospecting
right 50% in the first year of use and 25% per year, in equal
instalments
ixit Machinery used to undertake explomtion operanions 30% in the
first year of use and 25% per veur, in equal instalmenis
(2ii) Cther machinery 10%: per vear, in equal insthlments
{e) Purchase or acquisition of an indefeasible right to use fibre optic cable

of spectrum license by a telecommunication operator:

Provided that. in the case of the spectrum license purchased or
acquired before the Ist July 2025, the deduction shall be restricied 1o
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the unamaortized portion over the remaming useful life of the spectrum
lieedise. 10%: per year, in equal instalments

Farmworks 50% in the first year of use and 25% per year, in equal
insinlments

Peowided that=

in the case of change of user of i building, the deduction shall be
sestrictad 1o the residual value or unclaimed amouni at the applicable
rate:

in respect of a hotel, educational or hospital building, the building
shall be licensed by the competent authority | and

"building used for manufuciure” includes any struciure or cavil works
deemed 1o be part of @ building where the structure or civil works
relates or contributes to the use of the bullding:

*commercial building® includes—

iiy o building used as an office. shop. showrom. goddown,
dorehouse, or warehouse used for stomge of raw materials for
manufacture of fnished or semi-fimshied goods; o

(i1 cwvil works relating to water or clectric power underteking, b
does not include an underaking not carried on by way of nde:

“machinery used for manufactore” means machinery used directly in
the process of manufacture. and includes machinery used for the
following ancillary purposes—

(i} gencration, tansformation and distribution of elecimiciry;
(i1 clean-up and disposal of effluents and other wiste prodicts.
{iii1 reduction of environmental damage.

(ivh waoter supply or disposal;

(v)  maintenance of the machinery: or

ivii scientific reseurch and develupment:

*manofacture” means the refining or making, including packaging. of
goods from raw or semi-finished goods, or the generation of electrical
energy. of the transformation and distribution of electricity. but does
ot include design, siorage. ransport, administration or any other
pncillary Betivity:

civil works inclode —
(i) rosids and parking areas;
(i) rmilway lines and refated strsciines;

(i) water, industrial effluent and sewerage works:
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(v} commumications and electrical posts and pylons and  other
electrical supply works:

(%1 security walls and fencing: apnd

(Vi) earthworks for lelecommunication egquipment and construction
works undertzken in connection  with the mstullation  and
mamtenance of telecommunication equipment  and  related
siruciures

"Furm works” mesns farmhouses, Iabour guarer, any  other
immovable building necessary for the proper opertn of the farm,
fences. dips. druins, water and electricity supply works und other
worksnecessary Tor the proper operaton of the farm,

Pdock™ includes a container terminal berth, hirbour, wharf. pier. jetty.
piorage yard. or other waorks i o at which vessels load or unlopd
merchandise but does not include a pier o jetly used for recreation:

“industrial building” inclodes o building in use for the purpose of
transporl. bridge, tunnel, inland navigaion witer and electricity or
hydraulic power undertaking:

“machinery used for agriculture” means machinery used directly m
agriculturalactivities including tilling, planting. irrigation, weeding
and harvesting;

“telecommumnications equipment” includes civil works deemed as pan

of the telecommunication equipment or civil works that contribute 1o
the use of the telecommunication eguipment,

(1A) Norwithstinding panigraph 1, the investment deduction shall be one
hundred per cent where —

fal

b}

el

the cumulative investment value in the preceding three vears oulside
Mairobi City Coonty and Muomboass County is af leatt one billion
shillings:

Provided that where the comulative valug of investinent for Lhe
preceding three vears of income was one billion shillings on or before
the 25th April, 2020, and the applicable rate of investment deducton
was one liundred and (ifty per cent. that rate shall continue tw apply
tor the investment made on or before the 25th April, 2020 or the
imvestment deduction shall be one hundred and fifty per cent where
the cumulative invesimen! value for the preceding four years from the
date that this provision comes mio force or the cumubitive invesiment
for the succeeding three years outside Mairobi City County or
Mombasa County i at least one ballion shilfings;

the investment valve outssde Nairobi City County and Mombasa
County in thit year of income is at least two hundred and fifty million
shillings; or

the person has incurmed investment in & special economic zone
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LI B) Parageaph (1A} shall apply 1o items listed under paragraphs 1{1)iaji)
and Cieand (b

2. Calculation of written down ar residua! valpe

The written down or residual value of each item referred to in paragraph |
shall be calculated separately, and shall be the balance of capital expenditure
taking it account the sabe of the item afler deducting investment alldwance.

3. Treatment of excess or deficit of realised amounis

Where the amount realised from the sale of an item referred o in paragragh
I exceeds the written down or residugl value. the excess shall be treated a5 o
wrading recerpd or, conversely, o trading loss for the vear of income.

4. Balancing churge or deduction on cessation of husiness

1) Where an investment allowance has been deducted under paragraph | in
computing the gains or pofits of 0 person and that Porson ceases (o carry on
business. for the purposes of which the item was used and the jtem Cedses 1o be
owned by him, a balancing charge or balancing deduction shall be made or
allowed for the year of income in which he ceased ro carry on business.

2] Where the person referred to in subparagraph (1) is i parmership, the
person shall be deemed to have ceased 10 carry on business only when all the
Partmers Cease oo carry on that husiness.

13} Where the items are sold by a liguidator of a company. the balancing
charge or balancing deduction shall be made or allowed in the yeir of incame in
which the winding up commenced.

(4] Where on cessation of  business, batancing charge or balancing
decucrion is to be made or allowed under this paragraph and -

{a} the consideration received eaceeds the residunl valuse an the fime i
cessanion, the balancing charge shall be the excess amount or, where
the residieal value is nil, the consideration recetved: i

(b} a consideration is not received by the person who owns the items. or
the residunl value at the tme of the cessation exceeds the
consideration recerved, the bulnncing deduction shall be the residua|
value a1 the time of cessation. or the excess thereof owver the
consideration recervied.,

3. Determination of market value of irems used in- & business

Where in 1tem 35 brought mio use for a business witho being purchased or
cedses permatently 1o be used without being sold, it shall be deemed o have
been purchased or sobd. and the cost or amount realized shill be deemed 1o be the
murket value,

fr, Restriction on capital expenditure on motor vehicles
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(1} Where capital expenditure exceeding three million shillings is incurred
o g madnr vehicle, other than & commercial vehicle, that capital expendiure
ahall be restricted tey three million shilfings,

(21 Where the motor vehicle referred to in subparageaph (1) s sold, the sale
price shall be deemed 1o be the proportion of the proceeds of sale, having regard
1o the original purchase price and three million shillings.

7. Limitntion on capital expenditure on buildings

Capital expenditure meurred on the construction of building does ot
imclude capital expenditure on the acguisition of . or of rights in or over, land.

d_Ascertiinment of capital expenditune op buitdings

(1} Where a bumlding s used partly tor purposes other than the purposes
specitied in parngraph | the capital expenditure on which the deduction in respect
ot the building i= calculated sholl be the expenditure attributable to that portion of
the building which is used for those purposes, bul where the expendiiure
pttributable exceeds minety. per cent of the tofal expenditure incured on the
construction of the building the whole building shall be treated as used for the
specified purposes.

(2) Where an cxisting: building 15 exiended by lurther construction, the
extension shall be treated as & separate building.

i.3) Where capital expenditure 15 incurred on the construction of a building
and before that bullding 15 used it 15 sold, the seller shall not be allowed @
chesducimn.

(4} Where o person purchases the building referred 1o in subparagraph (3%,
that person shall be deemied 1 have incurred capital expenditure on  its
construction equal o the capital expenditure actually incumred on §ts construction
or 1o the amouni paid by him, whicheéver is lesser.

(51 Where the bunlding seferped toon subparagraph (3) 15 sold more thin
once before it is used, subparngraph (4} shall apply but only in relation o the fust
sile.

6] Where o butlding referred o in subparagraph (3} is sold by a person
carrying on i business of construction for sale, the guabifying capiial expenditure
shall be the price piud on the sale.

9, Expenditure incurréd fora person

Any expenditure incurred on behalfl of o person by another person. shall i
guahfy fordeduction umder thiz Scheduole,

Third Schedwle o Cap 470, which it is propased fo aimend —
THIRD SCHEDULE [ss, 29, M), 31, 32, 33, 34 and 35|
RATES OF PERSONAL RELIEFS AND TAX
HEAD B — RATES OF TAX



Thee Fiwnaroe B, 2020 LLER)

2. The corporate rate of thx shall be—

{a) in the case of 4 restdent company —

Rate in éach twenty shillings

k)

(1)

{m}
{ni]
fiv]

{v)

{vil

wit)

{wiii)

fix)

In

for the year of income 1974 and each subsequent vear of mmcome
up 1o amd meluding the year of income 1990 9.00

fiar the year of incodme |99 8501
for the year of income 1991 8.6
fow the year of income 992 7.50

for the year of income 1993 upto and mcluding the year of
income 19497 7.06)

for the year of income 1998 up to and including the: vear of
fncoame - P9ER G 560

for the year of income 2000 und cach subsequent year of income
LELL

for the year of income 2020 and each subseguent year of income
340

for the yeur of income 2021 and each subsequent year of mncome.
0L

Provaded thas this: provision shall apply to the income camed
from the Ist January, 2821,

Provided that for o resident company with an accounting period
ending between the 1si July, 1994 and the 30th June. (9935 the
corporation e of tax shall be increased by one-half shilling in
ewch twenty shillings

the case of @ pan-resident company having 4 permEnent

establishiment in Kenva—

Rate in each twenty shillings

1]

Lk}
Liii}
fiv]

(vl

[vi)

for the year of income 1974 and each subsequent year of iworne
up to and including the year of income 1989 10,50

for the year of income 1990 10,00
fow the year of income 1991 9.50)

for the year of income 1992 and eiwch subsequent yeir of Income
.0

for the yenr of income 1993 up 1o and ncluding the vear of
income 19497 E.50

for the year of income 1998 up 1w and incloding 1999 800
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iviil Tor the vear of income 2000 nnd each subsequent year of mcome

750

i viii ) Tor the year of income 2023 oad each subsequent year of tcome
i, [k

Provided that for o oon-resident. company  having & permangnt
establishment in Keava with an sceounting period ending between the
Ist July, 19894 and the 30th Jope, 1995, the corponition e of tax
shall be incréazed by one-half zhilling w each rwenty shillings-

an éxport processing sone enterprise which does nol engage in any
commercial activities shafl be exempied from paying any conporation
s For a period of tén véimn dommencing with the vesy in which
production, sales or receipis relaling io the activibes for which thin
enterprise has been licensed as bn export processing zome enlerprse
commence; bur the corporulion rate of tax will be twenty-five per cem
for the period of i yeirs cominéncing immediately therealter:

Provided that for purpogses of s subparagraph. "commercial
activitiea" in¢ludes trading in, breaking bulk, grading, repucking or
relabeling of goods and industoal sw matenals,

i the case of a special econpmic roue énterprise, whether the
enigrprise sells s products 0 markeéls within or outside Kenyi
developer and operator, ted percent for the st ten vears From diie of
first operation amnd thereafier fifteen per cent for another lén years:

in the case of & company that consiracted at least four hundred
residential units annually, fifteen per cent for thar yeur of income,
subject to approval by the Cabinet Secretary responsible for housing,

Provided that where a company is engaged m multiple activitees which
mclude the ones specified in subparagraph (i), the ride of fifteen per
cenl shall be applied proponionately fo the extent of the urnover
arising fram the hoosing activity,

in the case of company whose business is local assembling of motor

vehiclkes, hifteen per cent for the first five years from the year of
commencement of its operations:

Provided that—

(i} the rate of fifteen per cent shall be extended for & furiher period
of five years if the company. achieves a local content equivalent
to fifty per cent of the ex-factory value of the motor vehicles;
and

{n) in this paragraph, “local content”™ means parts: designed and
manufactured in Kenya by an onginal equipment manufactuner
operaling in Kenva.

In respect of i Company Engﬁgéd in business: under a special operating
framework arrangement with the Government, the rate of tax specified
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in the Agreement shall continge 1o apply for the unexpired pericyg o
provided under the Agreement;

m respect of 4 company operating a carbon markel eichang &
emission truding svstem that is certsfied by the Naimobi Internati qngl
Financial Centre Autharity, fifteen per cent for the first ten years From
the vear of commencement of il operatsons;

i respect of a company certified by the Narobi Inernati gpg|
Financial Centre Authority. fifteen per cent for the first ten yeury Erom
the year of commencement of its operations and twenty per cent fy
the subsequent len years of ils operation where —

(i) the company invests at least three billion shillings in Keny g i
the first three veurs of operation;

(i) the compuny is a holding company, at least sevenly per ceny of
& enaployees in senbor management are citizens of Kenva; anyg

(i) the regional headguarters of the company s in Kenya, it legs
sixty per cent of its employees in senior MaNagement are citizens
of Kenyi,

in the case of & starl-up centified by the Nairobi Internations| Finan gy

Centre Authority, fifieen per cent for the first three years and twes nty

per ce for the succeeding four years:

m respect of & company operilimg a shipping business in Kenya,

fifteen per cent for the first ten years from the vear of COMMENCemMeny

of ils operations:

in respect of 4 company undertiking the manufacture of hurmyag

vaCCines, Wen per cent.

3. The non-resident tax rates shall be —

)

{b)

in respect of managemeni of professionil fees or traming feug
consultancy, agency or contraciual fee, twenty per cent of the griys

st payabie:
Prowaded (hat—
(i} the mte apphcable to any payments made by Special Econome

Zone Enterprise, Developer arDperator 10 4 non-resident persop
shall be 5% of the gross amoum payable:

(ii) the mte applicable w the citizen of the East African Comimiunipy
Parner States in respect of consultancy fee shall be fifteen per
cent of the gross sum payabie;

in respect of 4 royilly or mtural resource income, twenty per cent of
the grass amaount payable;
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Provided that the mae applicabile to any royalty paid by any Special
Economic Zone Enterprise, Developer or Operslor 1o & noi-resident
person shall be 5% of the gross amount payable;

(i} in respect of a reni premium or similar consideration for the use
ar occupation of immovable property. thirty per cent of the gross
amidiunt paynble;

(i) in vespect of i renl, premium or similar consideration for the use
of property other than immovable property, fifieen per cent af
the gross amoting payable:

in respect of a dividend, fifteen per cent of the amount payable:

Provided that the mie applicable to citizens of the East African
Community Partner States in respect of dividend shall be five per cent
of the gross sum payable;

te) [i) in respect of interest ansing from a Government bearer bond of
at beast two years duration and interest and deemed interest,
discount or original issue discount, fifteen pér cent of the gross
sum payible:

(ia) in sespect of fnterest and deemed interest arising from o beuarer
hand pssued owtside Kenyn of a1 least two years duration and
interest, discount or original issne discount, seven and a haltper
cent of the gross sum payubie;

(i} in respect of ipterest, ansmg from herer instrument other than
Government bearer bond of at least two years durarion., twenty-
five per cent of the gross amount payable:

{iii) in respect of interest paid by any Special Economie Zome
Enterprise. Developer or Operator to & non-resident persons, %
of the pross amount payabde,

i respect of 4 pension or retrement annuity. five per cent of the gross
amount payible:

in respect of an appearance ul, of performance i, any place {whether
public or private) for the purpose of entertaining. instnecting. wking
part in any sparting event or otherwise diverting an gudience. Iwenty
per cent of the gross amount payable:

in respect of an activity by way of supporting, WSSINEINE OF AITanging
any appearance of performance mentioned in subparagraph {g) of this
paragruph, twenty per ceni of the gross amount payable:

in respect of withdrawals made by punters, five percent.

in respect of interest and deemed interest arising from 4 bearer bond
issued outside Kenya of at least two years duration and nieresl,
discount or original issug discount, seven and i half per cent of the
gross sum payable:
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i respect of pains or profits from the business of a ship-owner which
is chargeable 1o tax under section 9 1) of the Act. two and a4 half per
cent iof the gross pmount received:

n respect of gaing and profits from the business of transmitting
messages by cable or radio communication, optical fibre, television
broadcasting, Very Small Aperure Terminal (VSAT), internetr and
satellite or any other simitar method of communication which s
chirgeable to tax under section 912}, five per cent of the gross amoan
revelved:

i the case of a special economic zones enterprise, developer und
dperator in respect of payments other than dividends made 10 non-
residents at the rate of ten percent:

an nsurance of feinsurance premiom, five per cent of the omss
amaounl payable;

in the case of sales promotion, marketing, adveriising services. und
transportiton of goods (escluding air and shipping trinsport services
wenty percent of the gross amobnl;

Provided that with regard o transportution of goods, the rate shall not
be applicable to Enst A frican Community citizens;

in the case of gams from financial derivatives, fifteen per cent of such
gaimns;

m the case of repatnated income under section 7B, fifieen per cent:

m the case of digial content monetisation. iwenty percent of the gross
A

In respect of a payment made by 8 public entity lor supply of goods o
the public entity. five per'cent;

im respect of income deemed to have acerued inoor been derived from
i digital marketplace. lwenty per cent.

5. The resident withholding tax rates shall be-

1ah
bl

(ol

m respect of a dividend, fifteen per cent of the amount payable;
i respect of interest, discount or eriginal issue discount arising from-

(i} bearer instrument other than & Governimenl bosirer bond of af
least two years durateon, twenty-five per cent:

i) Government Bearer Bond of at least two vears duration and other
sources. fifteen per cent;

(it} bearer bonds with & maturity of ten years and above, ten per cent
of the gross amount payable, of the gross amount payable:

in respect of 4 commission or fee, paid or credited by an insurince
company to amy person for the provision. whether directly or
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inchirectly, of an insurdncs cover W any person Or -group of persons.
five per cent of the gross amoun! payible 1o brokers, and ten percedl
of the gross amount payible o brokers, and ten percent pfihe gross
amaunt payvahle 10 all others,

(i} in respect of a withdrawal before the expiry of twenty years from
the date of joinin (he fund made from & registered pension fund,
registered provident fund, the National Social Security Fund or g
registered mdividual retirement fund in excess of the mx free
amounts specified under section ¥(4 | and 8{3) in any one year—

O all income over KSha, 358 0 W

Liiid) in respect of sueplos funds withdrawn by or refunded te an employer
in respect of registered pendion ar registered provident funds, thirty
per cent of the gross sum payabde:

fef in respect of A qualifying dividend, five per cent of the amouwnt
pavable which is u final tax;

i iy in respect of management or professional fee or training fee.
other than conrectual fee, the aggregate value of which s
pwenty-four thousand shillings'in & momih or more, five per cent
of the gross anmaunt pavable:

(i} an respect of contractual fee the aggregate valuoe of which is
twenty-four thousand shillings in a month or more, thrie per cent
of the gross amount pavable;

fgd inrespect of & revalty or natural rescirce income, five per cent of the
gross amount payable:

(h} in respect of qualifying intoresi—

(i) ten per cent of the gross amount payable o the case of bousing
boids: und

L) twenty per cent of the gross amount payable in the case of bearer
insTnent; and

(i) fifteen per cent of the gross amount payable in any other case;
Provided that the tax pard under this pamgraph 15 a final tax
(il cin respect of withdrawals made by punters, five peroent;
(1) deleted by Act No. 38:0f 20065, | TieKii);

ije} in respect of a rent. premium or similar consideration for the use or
oocupation of immovable property. seven point five percent of the
gross amotint payvable!

ijb) in respect o the disbursement of deemed imcome o benehicianies
under section | 1{3Kc) the rute of twenty five percent;
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() in respect of payments for sales promidion. mitrketing, advermising
services, five per cent of thegross amount:

fm} in respect of payments relating to digital content monenisation. five per
CEni;

il in respect of o payment made by a public entity for supply of poods to
the public emity. zero pointfive per cent;

Lol in respect of income deemed 1o have acorued i or been derved from
a digutal marketplace, five percent.

(Pl defeted by Act No. 9 of 2025 4, JNdMiv].

I, The rate of presumptive income tax in respect of agricultural produce
under subsectson (1) of section 17A shall be two per cent of the gross amount of
puyment of the gross value of export.

£. The mte of advance tax under section |24 shall b —

lal  for vans. pick-ups. trucks. prime movers, trailers gnd lormies, wo
thousand five hundred shillingsper wonne of load capacily per vear of
five thousand shillings per year, whichever is higher;

Provided that advance tux shail not be imposed on the tractoss or
trasilers used for agricultural PUrpOses:

(b} for saloons, station-wagons, mini-buses. buses and  copches, one
hundred shillings per PeissEnger capacity per month or Five thousand
shillings per vear, whichever s higher;

9. The mte of wmever tax shall be one point five percent of the gross
receipls of the business of a taxable persan under section | 2C.

10, The tate of ax in respect of residenual restal incame shall he EVEN
peint five percent of the gross rental receipis of a taxable resident person under
seChion hl.

Liglth Schedle to Cap. 470, vwiich it is proposed to aiend —
EIGHTH SCHEDULE [ss, 3 and 15)

ACCRUAL AND COMPUTATION OF GAINS FROM PROPERTY
OTHER THAN INVESTMENT SHARES TRANSFERRED BY
INMMVIDUALS

2. Tuxation of gains
subject 1o this Schedule, income in respect of which tax is charpeable under
section H2N D is—

ta)  the wholé of the gains which accrued to o company. an individual or
purtnership on or afier the | January, 2005, on the transfer of
property situated in Kenyva, whether or no the Property was aoquired
before st January. 2015, or
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(b1 zains derived from the alicnation of shares or comparable inferests,
ineluding interests in o parmership or trust, if, at any time during the
three hundred and sixty-five days preceding the alienstion. the shares
or comparable interests derived more than twenly per cenl ol their
value directly or indirectly from immovable property situated in
Kenya, or

e} gams. other than those to which subparagraph (a) applies, derived
frowm the alicnation of shares of & company resident in Kenva if the
alienator, ® any time during the three hundred and sixty-five days
preceding such aliemanon. held directly or mndirectly at least 1wenty
per cent of the capital of that company;

Provided that for the purposex of this paragraph, the person alienating
ihe shares shall notify the Commissioner in writing where there is 1
change of ai least twenty per cenl in the underlying ownership of the

PIOPEITY .
Nirtl Schedule o Cap 470, which it is proposed fo amend —
NINTH SCHEDULE [s, 23]
TAXATION OF EXTRACTIVE INDUSTRIES
PART Il — MINING OPERATIONS
2. Taxarwon of licenses

(13 A licensee is subject to tax in accordance with this Act but subject 1o the
madifications in this Schedule

(2) Where there is any inconsistency berween this Schedule and any other
provision of this Act regarding the taxition of a licensee, this Schedule shall
previil

(3) The corporate rate specified under paragraph 2 of Head B of the Third
Schedule shall be the mie of income mx applicable 1o g hcensee that is a
cOmpany.

7. Taxation of contruciors

{11 A comtractor is subject 1o tax in sccondance with this Act but subject to
ihe modifications in thes Schedole.

(21 If there s any inconsistency between this Schedule and any other
provision the Act, in relation w the taxaton of o contractor, this Schedule shall
prevail.

{3} The e of income tax spplicible to & contrector is-

(&) inthe case of a ressdent company, thirty per cenl; or

it} im the case of o non-resident company. thirty seven amd & halt’ per cent.
Section 2 af Cap 476, which it is proposed to mmend —
Interpretation
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"assessment” menns —
{a} & sell-assessment remurn submitied under saction 45:
(b} an assessment made by the Commissioner under seclion 45 or
tel  an amended assessment under section 36

“mformanon technology” means any equipment or software for use in
SWring, retrieving, processing or dissenunaring informanion:

s computerized system” means any software or hardware for use in
STOFHNg, retneving, processing ar disseminating information relating 1o 1ax;
Sevtion L af Cap 476 wiich it is proposed 1 amend -

Taxable value of supply

(1} Subject 1o this Act, the taxable value of a supply. including a supply of
imponed services. shill be —

{ah  the consideration for the supply; o

(b} i the supplier and recipient are related, the apen marker value of e

supply.

(3} Subject w0 subsections (4) w (6}, the considerarion for o supply,
including & supply of imported services, shall be the totul of —

{al the amoun in money paid o payable, ditectly of indirectly, by any

person. (or the supply: or

{b}  the open market value at the time of the supply of an amount in kind
paid or pavable, directly or mdirectly, by any person, for the supply:
and

(Ch any taxes, duties, levies, fees, und chirges (other than value added tax |
paid or payuble on. or by reason of the supply. reduced by any
discounts or rebates allowed and accounted for ai the time of the
supply.

14) The consideration for a supply shall include the amount chirged for—

ta} - any wrapper. packige, box. bottle, or other container in which goods
are supphed;

{bl  any other goods comamed in or attached to the wrapper. pickuge., box,
battle of other contitiner reférred 10 in pitrugraph {a); or

{e)  any liability that the purchaser has to pay o the vendor by reason of or
i respoct of the supply in addition to the amount charged as price.

(3} In caleulating the value of any services for the purposes of subsection
(11, there shall be included any incidental costs incurred ty the supplier of the
services in the course of making the supply to the client:
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Provided thei, if the Commissioner is satisfied that the supplier has merely
miade & disbursement w o thind party as an agear of his client, then such
dishursement shall be excluded from the taxable value.

i) The consideration for o suppdyshall not include —

ia) in the case of & supply of goods under & hire purchase agreement. any
financinl charge payable in relation w0 a supply of credit under the
agrecment; or

by any interest incurred for the late paymen of the consideration for the
supply
(7} The consideration for a supply of dccommaodafion or restaurant services

shall not include the Tounsm Levy imposed on the supply under the Tourism Act
(Cap, 381} any service charge paid in Bieu of tips:

Provided that this subsection shall only apply in respect of service charge
where—

(n) the service chanre i distribued directly to the employvees of the ol
pr restaurant in sccordance with a wmitten agreement belween the
employer and the employee: and

(b} the service charpe dues not exceed ten per cent of the price of the
service  excluding such service charge.

(%) For the purposes of this Act.a person 12 refated to another person if —

() either person pamicipates, directly or indirectly, in the manigement,
conteol-or the capital of the bosiness of the ather;

it} u thind person participates, directly or imdirectly. in the management.,
control or capital of the business of both: or

i) an individual who participates in the management. control of capital of
the business of anc. is associated by marriage. consanguinity or
affimity 1o an individual who participates i the management, conrol
of ciapila] of the business of the other.

Nection 34 of Cap 276 which iris propogsed to amend—
Kefund of tax on bad debrs

(1) Where o registered person has made a supply and has accounted for and
paid 1ok on that supply but has not received any payment from the person liable
to pay the tax on that supply and that person-

i) has not received any payment from the person Hable 10 pay the tax, he
may. ufter a period of  two years from the dute of the supply: or

ib) the person tp whom the supply was mode has been placed under
statutory management through the appointment of an administrator,
receiver, or liguadator. he may apply to the Commissioner for refund
of the tax involved:
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Provided thai—

la) oo apphicaton for a refund shall be made under this section after the
expiry of ten years from the date of supply:

(b} the refund shall be made in compliance with section 47(5) of the Tax
Procedures Act

el the amounts may be credited 1o the taxpayer’s record for use apains
future value added tin liabilities:

{ca} the amount may be used 10 offser amy other value added s liabificy,
upon approval by the Commissioner.

{21 Where the tax refunded under subsection (1] i subseguently recovered
from the recipient of the supply, the registered person shall refund the wx to the
Commissioner within thirty days of the date of the recovery,

{30 If paymeni is not made wathin the time specified under subsection (2),
in ierest of two per cent per month ar pan thereol of the tax refunded shall
frthwith be due and payvable:

Provided that the interest payable shall not exceed one hundred per cent of
the refunded amount,

Section 42 0f Cap 476, which i is freipesed 1o gimend —
Tax invoice

(1} Subject 1 subsection {2), & registered person who makes supply shall,
al the time of the supply fuenish the purchaser with the mx invoice containing the
prescribed details for the supply.

(21 No invoice showing an amount which purpons 1 be tax shall be issied
Ol iy supply —

tal  which is not a taxable supply; or
(b} by a person who is nof registered.

(30 Any person who issues in invoice in cotirvention of this subsection
commits an offence and any tax shown thereon shall become due and payable 1o
the Commissioner within seven days of the dute of the invoice.

i4) A registered person shall issue only one original tax invoice for a
taxable supply. or one original credit note or debit note, but-a copy clearly
marked s such may be provided 10 a registered person who claims o have bost
the ariginal.

Secion o of Cap 476, which ir is proposed fo mmesd —
Tax avoldance schemes

{1y Notwithstanding anything in this Act, if the Commissiones is satmsfied
that —

ta) @ scheme has been entered into or carded o
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i person has obtained @ tax benefil in connection with the scheme;, and

having regard 1o the substance of the scheme, it would be concluded
that a person. or one of the persons, who entered into or camied out the
scheme did so for the sole or domivant purpose of enabling the person
referred 10 in parsgraph (h) 10 obtain o tax benefit, the Commissioner
may determine the tax liability of the persom who obtained the fax
henefil as if the seheme had not been entered into or carried oul

(29 1F o determination is made under subsection {11, the Commisstoner shall
isstie an assessment giving effect o the derermanation.

(31 A determination under subsection (1) shall be made within five vears
fronm the last day of the 1ax period to which the determination relates.

id) In this section —

"scheme" includes a course of action, and &n agreement. srrangement,
promise, plan, proposal, or undertaking, whether express or implied. and whether
or not legally enforceable; and "ax benefit™ means—

in}
(b
(cl
(d}
i)
(n

L)

ih}

a reduction in the liability of a person o pay tax;

an ncrease in the antitlement of a person 1o 8 deduciion for mpat s
an entitlement oy o refund;

i postponement of & liability for the paymen! ol fax:

an acceleration of an entithement to a deduction for nput tax:

any other advantage ansing because of o deluy m payment of fax or an
goceleration of the entitlement iy a deduction for inputl Lax;

gnything that causes a taxable supply or wmxable import not © be &
taxable supply or taxnble impart. 45 the case may be: or

pnything that gives nise to & deduction for inpat tax for an acquisition
or import that is osed or is intended fo0 be used other than in making
tuxable supplies.

First Schedule to CapA76, which it iv pronosed o oimeind —

FIRST SCHEDULE |5, 2(1)]
EXEMPT SUPPLIES

PART | - GDODS

SECTION A
The supply or importation of the following goods shall be exempt sopplies
4%, All poods and pans thereof of chapter B8:

51. Taxable goods, imported or purchosed for direct and exclusive use n
the implementation of official aid funded projects excluding fuels, lubncants amd
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tyres tor vehicles upon approval by the Cabiner Secretary responsible for the
MNattonal Treasury

A8 Directwon-finding compasses, instruments and applmnces for aircrafi.

6.2. Taxable poods for direct and exclusive use for the construction of
tourism tacilites, recresvonal parks of fifty acres of more, convention and
conference facilities upon recommendation by the Cabinet Secretary responsible
For matters relating lo recreational pirks.

For the purposes of this paragraph, "recreational parks” means mn dres or a
building where a person can viluntantly participate in 8 physical or mental
activity for enjoyment, smprovement of genernl health, well-being and the
development of skills.

BY. Any other aircraft spare parts imported by aircrafi DPErRlOrs OF pefsons
engaged in the business of mircraft maintenance upon recommendition by the
competent authonty responsible for civil aviation,

99, Goods imported by passengers arriving from places outside Kenyi,
subject tu the mitations and conditions specified as follows—

i) the goods shall be —

(i} the property of and sccompanying the passenger;

titl  for the personal or household yse of the passenger in Kenyu; and
Litd of such kinds and in such quantities as the proper officer may allow;

i) wotwithstanding subparagraph (o}, the fodlowing goods shall not be
exempt under this item —

L) #leoholic beversges of all kinds, perfumed spirits and wbacco and
manufaciures thereol, except as provided in subpiragraphs (f) and (g):

(1} fabrics in the piece:
tiii]  motor vehicles except, as provided in subparagraphs (c) and (d); and
tiv) any trade goods, or goods for supply or disposal o ather PErss:

(e} subjecr o subparagraphs (a) and (b), the fllowing goods may he
exempled under this item when imported as baggage by a person on
first arrival or by a reluming resident of Kenya whom the proper
officer is satsfied is bona fide changing residence from a pluce
cutside Kenya o a place within Kenya—

(1) wearing apparel:

(i} personal and household effects of any Kind which were in his personal
or household wse in his former place of residence: and

(i) one motor vehicle, (excluding buses and minibuses of & sedting
capacity of maore than |3 passengers amd load-carying vehicles of a
load carrying capacity exceeding two tones] which the passenger his
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personilly owned and used ouiside Kenya for at least twelve months
{excluding the period of the voyage n the case of shipment}:

Provencled —
ihe person bas anained the age of eighteen vears: i

where The perpon has previousky been pranied exempiion under thas
paragraph, any subsequent exemption shall noi apply wnless such
person has used the motor vehicle so imparied inio Kenyi For a period
of 0ot less than four vears, and tax has been pand for the motor vehicle
upon which exemption had previously been granied;

where the remrning resident has owned and used a left-hand dnve
vehicle for at feast twelve months the person may sell the vehicle and
impart a right hand drive vehicle of whose current retail selling price
does not exceed that of the previcusty owned lefthand- dnve vehicle.

subject to the following conditions —

the person shall provide proof of ownership and use of the previously
owned lefi-himd-drive vehicle in the country of former residence for a
period of &l least one year prior i the retumn;

the person shall provide proof of disposal of the previously owned
left-handdrive vehicle before chinging residence; and

subparagraph (i} shall only. apply to mesidents retwrming  from
coumirics that operaie Left Hand Drive motor vehicles;

subject to subparagraphs (8) and (b the lollowing goods may be
exempied under thiz item when imported as baggage by a person
whom the proper office is satisficd is moaking a temporary visit not
exceeding three manths 1o Kenya—

(it mon-consumable goods imported for his personal vse duning his
vizit which he intends to take out with him when he leaves ol the
end of hiy visk

(il consumable provisions and non-alcoholic beverages. in such
quantities and of such Kinds o= are. in the opinion of the proper
officer, consistent with his visit: and

(i) gonds imported by a returning residend, being an employee of an
intemational  organization the hepdyusrters of which are
Kenva, and who has been recslled for consuliations ap the
orzanizuton’s hesdguarters;

subject to subparagraphs (8} and ibj, the following goods may be
exempted under this item impored ns baggage by 4 person wha the
proper officer is satistied is a resident of Kenya returning from o visil
outskde Kenvi and who 1% not changing residence in sccordance with

subparagraphs (c} and (d)—
{17 weanng apparek:
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tit)  personal and household effects which have been in his personal
or household use.

i) subject w0 subparagraph (a) and (b), tax shall not be levied on the
following goods imported by, and in the possession of @
pissenLer —

1) spiris Uncluding biquors) or wine, noi exnceeding one litre or
wine nod exceeding two litres:

{nh perfume and milel water 4 exceeding in all vne hall litre, of
which not more thian a quarter may be perfume: and

{iit] clgarenes, cigars. cheronts, cigarillos, obsceo and snufl Aot
exceeding in all 250 grams in weight:

Provided that the tax free allowance under this subparigragph
shall be granted only 1o passengers who have attained the age of
eighteen years:

(g} subpect to subparagraphs (2} and (b} —

(i) the exemprion granted i accordance with subparagraphs (¢). (d)
and (el may be aliowed in respect of baggage imported within
mnety days of the date. of arrival of the passepger or such further
period, nol exceeding three hundred and sixty days from such
arrival, as the Commissioner may allow: wnd

(il the tax free allownnces granted in aceordance with subparagraph
(1} shall not be allowed in respect of soods specified m the
puragraph imported in unaceompanicsd bagguge:

th where any person who Tas  been granted exemption under
subparagraphs () or (d) changes Ris residence (o 4 place outside
Kenya within ninety days from the date of his arrival, he shall Cxport
his personal or household effects within thirty days, or such further
perigd, mol exceeding sinty days from the dute he changes soch
residence 10w place omside Kenya. as the Commissioner muy allow,
atherwise tax shall become due aod payable from the date of
imporiation: and

{1} subject to paragraphs (1) and (2), goods up 1o the valie of three
hundred United States Dollars for cach traveller in respect of
goods. other than goods referred 1o in paragraph (), shall be
exempied when impored by the maveller in his or her
nccompanied baggage. or upon his or her person and declared by
him or her to an officer. provided that the person has been
outside Kenya for a peniod in excess of twentyfour hours.

109, Goods imported or purchased locally for the direct and exclusive use
in the construction of houses under an affordable housing scheme approved by
the Cabinet Secretary on the recommendation of the Cabinet Secretary
responsible For matters relating to housing,
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|53, The supply of denatured ethano! of tariff number 2207 20 00
PART Il — SERVICES
The supply. of the following services shall be exempt supplies —
| . The following financial services —

(b} the issue. transfer, reccipt or any other dealing with money. including
money transfer services, and socepting over the counter payments. of
household Bills, but excloding the services of carrigge of cash.
restocking of cash machines. sorting or counting of money;

25 The services of toor operators. excluding m-house supplies,

26, Tazable services for direct and exclusive use for the construction of
waarism  facilines, recreational parks of fifty acres or more. convention and
conference facilites upon the recommendstion by the Cabinet Secretary
responsible for matters relating o recreational parks

Sevomnd sohedule fo Capd 726, which iris proposed fo mmemd —
SECOND SCHEDULE [s, TiZ)]
ZERO-RATING
PART A - ZERO RATED SUPPLIES

Where the following supphes, excluding hotel scoommodation, restauran
or entertnimment serveces whete applicable, thke ploce o the conirse of
registered person’s business. they shall be zero rated o accordance with the
provisions of section 7—

[ 1. Inputs or raw matenals (either produced locally or imported) supplied 1o
pharmacesticnl manufacturers in Kenya for mancfocturing medichments. as
approved from time to time by the Cabinet Secretary in cansultation with the
Cabinet Secretory responsible for maters relalmg 1o bealth.

21, Transportation of sugarcane frovn Garms i milling faciories

249, The supply of {ocally sssembled and manufactured mobile phones.
A, The supply. of motorcycles of w@rifl heading 871 160000,

31. The supply of eleciric bicyeles.

32, The supply of salar and lithium-ion haneries,

33, The supply of elecinc buses of nfl heading 87 .02,

34, loputs of faw. materials  locally  purchased or imporied for  the
mnnufaciune of animl feeds,

35, Bioethanol vapour (BEV) Stoves classified under HS Code 73211210}
{cocking appliannces and plate wirmers for liguid Feel).

Section 2 af Cap 472, which it (s proposed o anternd
Interpretation
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(1} In this Act, unless the context vtherwise reguires —

“impon” means to bring or cayse goods o be brought im0 Kenya from a
foreign country, o specialeconomic zZone or an export Processing rone;

Section & of Cap. 472, which it iy propesed te anend —
Timing of lability for excise duty

1) The hability of a lcensed manufacturer for excise duty on excisable
goods manufaciured in Kenyn shall arise at the time of removal of the gosads
from the manufacturer's factory

t2) For the purposes of this Act, excisable goods thil are consumed in a
licensed manufacturer's factory shall be treated as removed from the factory ni
the time of consumption.

{31 The lability of & licensed person for excise duty on excisable services
shall anse at the time of the supply of the services.

(4} The liability of an importer for excise duty on excisible goods jmponed
intor Kenyn shall arise —
fit)  for petrolesm products, at the nme of importation ar such other me
as may be specified by the Cabinet Secretary by natice in the gazelle;
ar

thy  for any other excisable goods. at the time of TP

(31 A licensed person shull pay the liability fior excise duty arsing under
subsection {1} o7 (3), as the cose may be, in accordance with section 36,

(6} An importer shall discharge the liability for excise dury referred w in
subsection | 4) in accordance with section 36,

Sewtione 36 of Cap 472, which it is propesed fo amer -
Payment of excise duty
(1) The excise dury puyable by a licensed manufacturer in respect of

excisable goads removed from a manufacturer’s factory during a calendar month
shall be paid not fater than the twenticth day of the succeeding month

{1A) Despite subsection (1), in the case of a ficensed manufacturer of
alcoholic beverages. excise duty shall be puyable to the Commussioner within by
the fifth day of the following month upon removal of the goods from the
stockroom.

(21 The excise duty payable by a supplier of excisable services in respect of
supplies of excisuble services made by the supplier during & calendar month shall
be paid not later than the twentieil day of the succeeding month.

{31 The excise duty payable by un importer in respect Of the importation of
excisable goods into Kenys shall be paid to the Commissianer a2 the time of

I portation .
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{d) For the purpose of assessing. collecting, aconunting and enforcing Lthe
payment of excise duty on the importation of goods info Kenva, the East African
Community Customs Management Act. 2004 shall apply as if excise duty were
customs duty:

Prowvided that —

{a} the Tax Procedures Act (Cap. 469B). shail apply with regard 10
imposition of interest and penalties; and

(b} in cases where 'interest becomes payable st shall nor, o pggregate,
exceed the principa)l tax.

(5} The CTommissioner shall pay into the Sports, Ars and Social
Development Fund established under the Public Frnance Management Act (Cap.
412A3%, o support social development including umiversal health cire Sixteen
percent of the ‘excise duty paid in respect of money transfer by cellular phone
service providers.

Firse Sohedule to Cap_ 472, which i is proposed to amend —
FIRST SCHEDULE [s. 52|
RATES OF EXCISE DUTY
Part 1 - EXCISABLE GOODS

1. Subject o0 puragraph 2. the rates of excise duty on excisable goods are as
set vul inthe fallowmg ble:
Imported cellular phones 1%

Fruil juices {including grape mustl, and vepetable juice, unfermented and
ol contiining added spint, whether or nol contmming wmided sugar or ofher

sWeoiemng maller Shs. 14,14 per lire
Bottled or similarly puckaged waters and ather non-alcoholic beverages, nol
inchuding fruit or vegelable pices, Shs, 641 per hire

Beer, Cider. Perry, Memd, Opague beer and mixtures of fermented
beverigey with non-aleoholic bévernges and splnmois beverages of aleoholic
strength nol exceeding 6% K5h. 22 3 per centilitre of pure
alcohol:

Provided that, Beer, cider. perry, mesd. opaque beer and mixtures of
fermented beverages with nomaleoholic beverages and -spiritoous beverages
mamifactured by licensed small independent brewers shall be subject 1o the rate
ol “KSh 110 per centilitre of pure aicohol:

Cigitrs, cheroots. ciganllos, containing whacco or tobacco substitutes Shs,
16, 26029 per kg

Dther  maniifecired  whacto  and  manufeciured fobaceo  subsbities;
"homogencus® and  "reconstinned obaceo”; obacco extracty - and  essences
Shs. | 1 382 48 per kg
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Imponed sugar confectionary of Lariff heading 17,04 KSh. B382 per
kg

Imported Artcles of plastic of taritf heading 19233000 and 3923 90 90
109

Imported Ceramic sinks. wash basins. wash hasin pedestals, baths. bidets,
water closet pans, fushing cisterms, urinafs and similar sanitary fixtures of tariff
heaching 6810 5% of custom value or KSh. 50 per ke

Imported fumiture of waff heading 9403 excluding fumiture originating
from East Afncan Community Pariner Stues that meet the Easi Africun
Commumity Rules of Ongin  30k%

Impored plates of plastic of wnlf heading 3919.90.90. 39201090,
A92LA3 90, 3920.62.90 and 3921 1990 bur excliding those originating from
East Afncan Community Partmer States that meet the East African Community
Rules of Onigin 25% or KSh. 200 per kilogramme. whichever is higher

Imported paper or paper baard, Iabels of all kinds whether or not prinied of
tanift heading 48211000 and 482 90,00 but excluding those originating from
East African Community Partner States that meet the East African Commiinity
Rules of Ongin 25% or Ksh 200 per kilogramme, whichever is higher

Imported printing ink of woff 32150100 and 32151900 but excluding
those ariginating from East Afncan Community Partner Stites that meet the East
Alrican Community Rules of Origin | 5% Imported Ceramic

Imporied Float glass and surface ground or polished glass, in sheets,
whether or not having an absorbent, reflecting or non-reflecting layer, but o
otherwise worked of tanff 7005 but excluding those imported by o register:d
processer upon the recommendabon by the Cabinet Secretary responsible for
matter relating o industry and those originating from East African Community
Partner States thit meet the East African Community Rules of Ungin 35% of
excisable value or Ksh 500 per square meter whichever is higher.

Imparied other self-adhesive plates. sheets, film. foil, tape, strip and other
flat shapes. of plastics, whether or nol in rolls of Garff number 39 19 96 90 bt
exciuding those originating from East A fricin Community Partner States thar
meet the East African Commumity Rules of Ongin. 25% of excisable value or
Kshs. 2080 per Kilogramme. whichever is higher.

Imported printed polymers of ethylene of other plates, sheets, film, foil and
strip. of plastics. noncellular and not reinforced. laminated, supported or stmilarly
combined with other materials of tariff number 3920, 10,90, but excluding those
originating from East African Commumty Pariner States thal mect the
EastAdrican Community Rules of Origin.  25% of excisable value or K shs. 200
per Kilogramme. whichever is higher.

Imported printed polymers of vinyl chioride containimg by weight not Jesy
than 6% of other plates, sheets. film, foil and strip, of plastics. noncellular and
not reinforced, laminated, supported or simiturdy combined with other materialsof
tariff aumber 39204390, but excluding those originating from East African
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Community Partner States that meel the East African Community Rules o
Origin. 25% of excissible value or Kshs, 20 per Kilogramme, whicheveris higher

Imported printed poly fethvlene erephihalae) of polycarbonates, alkyd
resing. polyallylesters or other polyesters of other plafes, -sheets, film, foil and
strip. of plastics, noncellular and not reinforced, laminated, supported or similarly
of tariff number 3920 6290, but excluding those originating from East African
Community Partner States that meet the East African Community Ruoles of
Origin, 25% of excisable value or Ksh. 200 per  Kilogramme, whichever 1s
higher

Imiporied printed cellilar of other plastics of other plates, sheets. film, foil
and strip of tanft number 39211990, but excluding those originating from East
Afncan Community Partner States that meet the East African Community. Rules
of Origin. 25% ol excmable value or Kshs, 200 per Kilogramme, whichever is
higher.

Primted self-adhesive paper of tanfl pumber 48114190, but excluding
those orginating from East African Community Pariner States that meet the Easl
African Community Rules of Origin. 23% of excisable valoe or Ksh. 200 per
K ilogramme, whichever is higher

Gummed paper and papethboard of anff nomber 48114900 but excluding
those ariginating from Bast African Community Partner States that meet the East
African Community Rules of Origin,  25% of excisable value or Ksh. 200 per
Kilogriamme, whichever is higher.

Imported Uneoated krafi paper and paperboard. in rofls or sheets: krafthiner;
unbleached of mriff number 48041100 but excluding those originating from
Eist

African Commiunity Parteer States that meet the EastAfrican Community
Rules of Origin 253% of excisable value ar kshs.50 per kilogramme. whichever is
higher,

Imported other keaft paper or paperboard weighing [50g/m2 or less, m robls
or sheers: unbleached of tarifl number 480431 .00 but excluding those onginating
from East African Community Panner States that meet the Eust African
Communily Rules of Origin 25% nf excisable  valoe or kshs.300 per

K ilogram whichever is higher

Imparted other kraft paper or paperboard weighing more than | 50g/m2 bt
besg than 225g/m2, in rolls or sheets; unbleached of tanfl number 48044 1 00 but
excluding those onginating from East African Community Pariner States it
meet the Easi African Community Roles of Ongin 25% of excisubbe  value or
kshs. 50 per Kilogram whichever is higher.

imported Glass of heading 7003, 70.04 or 705, bent, edge-worked,
engraved, drilled, enamelled or otherwise worked. but not framed or fitted with
other materials of Tarift Heading 7006, but excluding those from East Africa
Community Partner States that meet the East Africe Community Rules of Origin.
35% of excisable value or Kshs: 500 per squure metre. whichever is higher
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Imported safery glass of tarff numbers 70071900 snd TOOT 2900 but
excluding those originating from East African Community Parmner States that
meel the East African Community Rules of Origin. 35% of excisable value or
Kshs. 508 per squaremetre, whichever is higher

Imparied Multiple-walled insulating units of glass of Tariff Heading 7008,
bl excluding those from East Africa Community Partmer States thar meet the
East Africa Community Rules of Origin 35% of excisable value or Kslhs. 5060 per
sgjuaremetre. whichever is higher

Spirits of undenatured extra neutral alenhol of alcoholic sirength exceeding
W4 purchased by hcensed manufacturers of spiriteous beverages. Kyh, S0 per
litre

Fam Il — EXCISABLE SERVICES

4A. Excise duty on betting shall be five pereent on the amount deposiied
it & customer’s betting wallet:

Provided that this paragraph shall no apply 1o horse racing,

4B. Excise duty on gaming shall be five per cent on the amount deposited
iy & Customer’s gaming waller,

9, Excise duty on fees charged on vietwil assels transactions by virtial asse
providers shall be ten percent of the excisable value.

FART Il — INTERPRETATION OF SCHEDULE

“amaount deposited 0o a customer’s betling waller™ means the amount of
maney transferred by o customer into the costomer willet mainined by a
hcensed betting and gaming operator for betting and gaming purposes:

Second sehedule to Cap 472, which it is praposed fo auiend —
SECOND SCHEDULE [s. 71 ){a}]
EXEMPT EXCISABLE GOODS AND SERVICES
PART A — EXEMPT EXCISABLE GOODS

The following excisable goods <hall be exempl from excise duty when
purchased before clearance through Customs er removal From excise conirol —

T Al goods including materials supplies, equipment. machinery and
motor vehicles for the official use by the Kenya Defence Forces. the Defence
Forces Welfare Services and the National Police Service.

Secrion & of Cap 4698, which it is proposed o antend-
Interpretation
(1) In this Act. except where when the context olherwise Tes|uRires —

“certificate of origin” meuns an official document issued by & competent
authority of the government of the source country which certifies that the poods
Being imporied into Kenyn were manufactired fn thar particutar source country:
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Secrion 6A of Cap S698. which it iy proposed to amend —
International tax agreements

{1} Any multilateral agreements and trepties that have been entered inlo by
or on behalf of the Government of Kenya relating to international tax complinnge
and prevention of evasion of tax or exchange of information on tax matlers shall
hiave effect in the manner stipulated in such agreements or treatics.

12} Notwithstanding any other provision of this Act or any other writien
law, the information obtained pursuant (o agreements specitied under subsection
{11 shail not be disclosed excepl in accordance with the conditions specified in
the agreements,

(31 Ay muhtilaternl agreement or treiaty that has been cotered inlo by or O
behalf of the Government of Kenya relating 1o mutual sdministrative assistance
in the collection of taxes shall have effect in the manner stipulated in such
agreement or treaty

14} A provision i any multilateral agreement or reaty that has been entered
into by or on behalt of the Govémment of Kenya. or made pursuant 1o such
agreement or treaty. reluting 1 the impositoen of import duty on —

{a) imported steel billets of tarifT heading 72071 | 20 and
{h} imported wire rowds of weiff headings 721391 00 and 7213.91.90,

shall not apply for o period of two years from' the commencement of
this subsection. or for such other longer penod as the Cabinet
Secretary may, by notice in the Gazette, prescribe.

Section 10 of Cap. 4698, which fr {5 proposed o amend —
Deregistration
{11 A person who ceases o be required to be registered for the purposes of

8 tax law shall apply 10 the Commissioner for deregistrution under that specific
1% law,

{21 A registered person shall apply for deregistraticn under subsection
(1—

{a} inthe prescribed form; and

(b} within thifly days of ceaging o be required to be registered under that
tax buww.

(1) Where o tin law requires 4 registered person to apply for deregisiration
in sddition to the requirement under this section. that person shall also apply for
deregistration in accondance with the provision of thet tux law.

(4} The Commissioner shall polify i wnting & registered person of the
deregistration of thut person if the Commissioner is satistied that the person is no
longer required to be registered for the purpose of a tax low.
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(3} The Commissioner may., on his or her own madion and by notice 0
Wting o a person or o person’s [ax repreésentative, deregister the person when
salistied that the person 15 eligible for deregistration, mnclading when the person
is @ natural person who has died, a compitny that has been liguidated., or BAY
other person that has otherwise ceased 1o exigi

(6} A person-shill cease 0 be 8 registered person on the date of notafication
by the Commissioner in relation to the deregistration.

(1) Where the Commissioner fuils 1o respokd 10 the application for
deregistrution - within  six  months, the applicunt shall be desmed w be
deregistered.

(B} Where the deragistration of a persan requires the cancellation of that
person’s registration or licence under o tax law, thai registration or license shall
be cancelled on the effective diute of the deregisiration .

Secrion 12 of Cap. 4608, which i (s priveayed fo amend -
Issue of o PIN
(1) The Commssioner shall issue o PIN 0 & person registered under section

{21 A registered person shall use a PIN for the purposes of all tax laws and a
regisiered person shall be issued with only one PIN at any fime,

{3} A person who has ol been registered under section 8 but who reguires 4
PIN for the purposes of a ransaction specified in the First Schedule may apply to
the Commassioner for a PIN,

41 An apphcation for & PIN under sibsecticn {37shall be—
fa) o the prescribed form: and

ib) accompanied by documents thi the Commissioner may  reguire,
including documents of identity o regisTalion.

131 The Commissioner shall issue a PIN 1o an applicant under subsection
i3) it the Commissioner is satisfied that the applicant reguires a PIN for the
purpases of 4 transaction specified in the First Schedule.

(3A) The Commissioner may, upon receipt of an application mude by oran
Behalf of sy person or class of persons. exempl such person or class of persons
from the requirement for a PIN for sy of the transactions specified in the First
Schedule.

16} A PIN is issued (0 a person when the Commissioner notifies that person
in writing of the issuance of the PIN.

Sechion 37E of Cap 4698, which i i Proposed ro gmend ~
Commisvioner io refrain from reco vering interest, penaliies or fines
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(1) Motwithemnding any other provision of this Act. the Commussmoner shall
refrain from recovering penalties or interest or fined on thx debr where a person
shall have paid all the principal tax due before the 31510 December, 2023,

(2) Where all the principal tax due shall not have been paid before the 35t
December. 2023, the person from whom the wmx s due shall apply to the
Commissinner for an amnesty of interest. penalties or fines on the unpaid tax.
and propose a payment plan for the outstanding amvount,

i 31 For the purposesof subsection (2)—

()} the amnesty shall be on interest. penalties or fings on the onpaid (ax
that have acerued up to the 31st December, 2023;

(b} the amnesty shall onty be granted once . if the person—

(it applies for amnesty and pays all the ourstanding principal mxes
fot lter than the 3ih June, 2025;

(i1 does ot incor a furher tax debt:

(i} gives a writien undertaking for the senfement of all sutstanding
tkxes that the person may owe,

i4) Despite subsection {23, where a person has paid part of the principal tax
due as on the 31 December. 2023, and has been granted amnesty o the unpaid -
principal i, and interest, penaltics and fines thereon, any amount that remains
unpatd on the 30th June, 2025, shall attrwct (nierest and penalties for which no
amnesty shall be granted.

Sectionw 39A of Cap AGYE, it ix proposed to aménd —
Penalty for failure to dedoct or withhold tax

{13 Where » person who is reguired under a tax law 10 deduct or withhold
tax and remit the tax to the Commissioner fails 10 do so, the provisions of this
Act relating 1o the eollection and recovery of tax, and the payment of penalties
and interest thereon. shall apply o the collection and recovery of thal tax not
deducted or withheld as if it were tax due and payvable by that person and the due
dite. For the payment shall be the date on which the amount of tax should have
been remited o e Conumissier.

i 21 Despite subsection (1) a person who does not deduct, withbold or remil
s on 4 payment shall not be required w0 pay the principal tax not deducted.
withheld or remitted where the recipient of the payment has paid and sccounted
for the full principil wix and the tax not deducted, withheld or rematied.

Secrion 42 of Cap 4698, which it is propoved o amenid —
Power to collect tax from person owing money 1o & taxpayer

{1} This section applies when a taxpayer or a non-resident person who is
subpect 1o tax in Kenya is_or will become linble 10 pay a tax and —

{ad  the tax is unpaid tax: or
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thi  the Commissioner has reasonable grounds to believe thai the axpayer
will nod pay the tex by the due dite for the payvment of the tax.

(21 The Commissioner may. in respect of the taxpayver or the non-eesident
person who is subject to tax in Kenya and by notice in writing. require s person
{referred to a8 (he “an agent™ ) —

fap  who owes or may subsequently owe money o the txpayer or the non-
resilent persan whao is subject o tax in Kenya;

(bl wha holds or may subsequently hold maney, far or on account of, the
taxpayes of the non-resident person whao is subject 1o ta% in Kenya;

(el whi holds o may subsequently hold money on account of some other
person for payment io the taxpayver or the non-resident person who is
subject W tix i Kenyi; or

(dy who has authority from some other person o pay money 1o the
tuxpayer or the non-resident person who is subject 10 tax in Kenya to
pay the amount specified in the natice to the Commissioner. being an
amount that shall not exceed the amount of the wnpaid tax or the
amount of @x that the Commssioner believes will nor be poid by the
taxpayer or the non-resident person who is subject (o tax in Kenva by
the due date.

{31 When a notice served under subsection (2) requires an agent 1o deduct a
specified amount from a paymemt of a salary, wiages or other similar
remuneration payable ot fixed intesvais o the taxpaver or the non-resident person
whao s subject 1o tax in Kenya, the amount reguired 1o be deducted by an agent
from each payment shall not exceed twenty per cenl of the amount of each
payment of salary. wages, or other remuneration (after the payment of income
Lix)

{41 This secnion shall apply o a joint account when —
tah all the holders of the joint sccount huve unpaid tax labilities: or

by the mxpayer or the pon-resident perzon who is subject o mx i Kenya
can withdraw funds from the secount (othes than a partnership
mocount] without the signature or suthonsation of the other accouni
hislders.

{31 An ageni shall pay the amount specitied in & natice under subsection
(1) by the dute specified in the notice, being o date that that does nol occur before
the date that the amount owed by the agent to the taxpayer or non-resident person
who is subject to tax in Kenys, becomes due to the taxpayer or non-residen
person who is subject o tax in Kenya, or held on behalf of the faspayer or non-
resident person who is subject to tax in Kenya:

(6) When an agent who has been served with a notice under subsection (2)
fuils to comply with the notice by reason of a luck of monies held by an agent on
behall of. or due by an agent 1o the taxpayer or the non-resident person who is
subject to tax in Kenya, an agent shall notify the Commissioner in writing within



Iid T Firermee B 2026

fourteen days of receiving the notice, setting out the reasons for an agent's
imabihity 1o comply,

{71 When the Commissioner is nidified by an agent under subsection (6]
that an sgent s unmable to pay the amount due, the Commissioner shall whithin a
period of thiny days. in wnting w the agent—

{ap  accept the notficabon and cancel or amend the nobce ssoed under
subsection (2); or

() repect the noufication.

(8} The Commusswner shall notty the agent in wotmg of & revocation o
pmendment of 4 notice given under subsecton (2 where the taxpayer ar the non=
resilent person wha 15 subject o tax in Kenya: pavs the whaole or par of the Lx
due or has made an arrongement satisfactory o the Commissioner for the
payment of the tax.

(93 The Commissioner sholl serve the mxpayer or the non-resident person
whi 18 suhject o in Kenya with & copy of a notice under this subsection (2),
when serving the agent.

C1O0F A pavment made by anagent to the Commissioner in accordinee with
g nodice issired under this section s irested as hoving been made on behulf of the
wxpuyer or the non-resident person who 18 sohject o tix m Kenya and shall
discharge the agent of any hability to the s payer or any other person

(11 The Commssioner shall credit any amount pad by an agent under ths
sechon dgiinst the mx pwed by the taxpayer or the pon-resident perion who s
sithject 1o 1ax in Kenva,

(12} The Commissioner may réquire. in waling, any person, within 2
period of at least thiny dayvs, 1o provide o relurn (0 the Commissioner showing
any momsies which mav be held by that person for a txpayer or the non-resident
person whao s subject to ey in Kenva referred toan subsection (1) or momes held
by that person which are doe fo 3 @spaver or the non-resident person who' is
subject o tax in Kenya referred toan subsection (]},

(130 An agent under subsection (2) or the pon-pesidént person wha 15
subject o tax inc Kenyd whe without ressonable cadse fails o comply wath a
mice or @ requirement by the: Commissioner under this section shall be
personilly liable for the amount specified in the natice of requirement,

{143 The Commassioner shall mor saue g notice under thes section unless —

fad  the taxpayer or the non-resident person who issubjeet totax in Kenyva
hies defavlted in paying an instalment ungder section 23 (20,

iy the Commissioner has rkised an assessment and the taspayver or the
non-resicent person who i3 subgect 0 mx in Keiva has nofl objected o
or chalienged the validity of the assessment within the prescribed

perind;
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fck  the taxpayer o the non-resident person who [ subject 1o tax in Kenyi
has not appealed against an assessment specified i an objecton
decision within the prescribed nmelines:

id}  the mxpayer or the non-resident person who is subject to tax in Kenyva
has made a selfassessment and submitted a retum bt has pot paid the
taxes due before the due date lapsed;or

(e} the tnxpayer hias not appealed agninst an assessment specified n a
decision of the Tribunal or court.

Sectiot 42 of Cap 4098, wiicly it (s proposed 56 amend-
Power to collect tax from person owing money to a laxpayer

(13 This-section applies when o taxpayer or & non-resident pessen who s
suilypect o fax i Kenya b5, or will become Iible te pay a tax and —

(o) the tax i enpad fas; of

by the Commissioner has measonoble grounds 1o beligve thul the taxpayer
will mot pay the tas by the due date for the paymeént of the fax.

(2) The Convmissiomer may, in réspect of the tmxpaver or the non-resident
person who s subject w tax in Kenya and by nobice in wriling, reguire a person
{referred tois the "an agent")—

(a) whoowes or may subseguently owe money 1o the mxpayer or the non-
resident person whao is subject to tax in Kenya:

(b whi holds or may subseguently hobd money. for or on sceount of, the
taxpayer or the nonresident person wha is subpect o ax in Kenyi.

icl  who holds or may subsequently hold money. on account of some other
person tor payment o the toopayer or the non-resident pesson wiha is
subject tov tix in Kenyva; or

() who has suthority from some other person (oo pay  mosey (o the
taxpayer or the non-resident person who is subjeet fa s in Kenyi, 1o
pay the amount specified i the notice to the Commissioner. being an
amount thal shall mot exceed the amount of the unpaid tax or the
amount of tax that the Commissioner believes will not be paid by the
taxpayer or the nonresident person who 15 subject o tax in Kenya by
the due date.

(3) When a notice served under subsection (2) reguires an agent to deduct a
specified amounl from a payment of o salary. wages or other similar
remuneration payable ol fixed imervals 1o the wxpayer or the non-resident person
wha i subject o tax in Kenyva, the amount required to be deducted by an agem
from each pavment shall ot exceed twenty per cent of the amount of each
payment of salary, wages, or other remuneration (after the puyment of income
L b

(4 This sectwme shall apply oo soint account when—
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ia) all the holders of the joint account have unpaid tax Imbilities: o

ihy  the taxpayer or the non-resident person who 15 subject fo tay 1n Kenya
can withdraw  funds - from the occount (other than o purlnur:f.hi.p'
peoount) without the signuture or guthorsationot the other account
holdars;

{5) An agent shall pay the amount specified in a notice under subsection
{21 by the date specified in the notice. being o date that that does not occur before
the date that the amount owed by the agent to the taxpayer or non-resident person
who is subject to tax in Kenya. becomes due 1o the axpoyer or non-resident
person who is subject to tax in Kenyw, or held on behalf of the toxpayer or
nonresident person who s subject to tax in Kenya:

() When an sgent who has been served with o notice under subsection (2]
fuils to comply with the notice by reason of a lack of monies beld by un agent on
behalf of. or due by an agent o the tnxpayer or the non-resident person who is
subject to tax i Kenya, an sgent shall notfy the Commussioner in wrihing within
fourteen doys of receiving the notice, setting owl the reasons for on agent’s
mnability o comply.

(T} When the Commissioner is notified by an agent under subsection ()
that an mgent is unabie to pay the amount due. the Commissioner shall within a
period of thinty days. in writing to the agent—

ia) accept the notfication and’ cancel or amend the notice ssued under
subsection (2} or

ikl reject the nobficaton.

(81 The Commissioner shall nodify the agent mowriting of a revocation ar
amendment of o notice given under subsection {2) where the taxpayver or the mon:
resident person who is subject o mx m Ken¥a pays the whole or part of the ax
due or has made an arrangement satisfactory o the Commissioser for the
payment of the twx.

(9% The Commissioner shall serve the taxpaver or the non-resident person
who 1= subject wlox in Kenya with o copy of & notice snder this subsechion (23,
when serving the agent

(105 A payment made by an pgent o the Commuisssomer in accordance with
n notice ssued under this sedtion is treated is having been made on belall of the
taxpayer or the non-resident person who is subpect 10 tax m Kenyva and shall
discharge the agent of any lability to the taxpoyer or any other person,

(111 The Commissioner shill credit any amount pesd by an agent under this
seclon sganst the ax owed by the mxpaver or the nom-resident person who i3
Subgect o tax in Kenya,

(12% The Commssioner may reguire, in widmg, any person, within s
peciod of af lepst thiny days, 1o provide o retum 0 the Commissioner showing
any monies which may be held by that person for o laxpayer or the non-resident
person who is subject to tax in Keénya referred to in subsection (1) or monies held
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by thut person which are due o a taxpayer of the non-resjdent person who is
subject to tax in Kenya referred to in subsection (1)

(13} An agenl wnder subsection (2} o the mon-resident person who s
subject 1o tax m Kenya who without reasonable cavse fails o comply with a
mlice or g orequirement by the Commissioner under this secgion shall be
personally linble for the amount specified in the nitice or reguirement

i 141 The Commissioner shall not issue a notice under this section unless —

(al  the lmypayer or e non-resident person who s subjeot o tex m Kenya
has defaulied m paying ‘an instalmént under section 33 (2§

(hi the Commissioner has rased an sssessment and the taxpayer or the
nesn-resident person who s subject o @ in Kenys his ool objected to
or challenged the validity of the assessment within the prescmbed
pericd;

{¢}  the miapayer or the non-resident person who is subject 1o @y in Kenya
has: not appealed agminst o assessment specified inoan ohjection
decizion within the prescnbed timelines:

(d)  the taxpayer or the non-resident person who s subpect (o @y o Kenya
has made a seffassessment and submnied & retern Bbul his oo gaid the
taxes due before the due date lapsed: o

ie) the taxpayer has nof appeqled agamst an assessment specified oo
decision of the Tribunal or courl,

Section 444 of Cap 4698, which it is proposed (o amend -
Certificate of Origin
(1) This section apphies o all goods imported into Kenya.

(2) Mo person shall import any goods into Kenya withour presenting a valid
Certificate of Origin to the Commissioner or an authorised officer,

(3) The Commissioner or an authorized officer shall not process any import
entry documentation without o valid Certificate of Ongin being presented.

(4} The Commussioner or un authorised officer shall require production of a
Cenificute of Ongin and other supporting documents as proof of origin on goods
imported mta Kenyn prior 1o their clearunce for entry into Kenya

(5} A Certificate of Origin shall be valid o # discioses the following
informition —

(a3 name and odidress of the exporter:
b1 oeme and sddress of the importer:
{€}  portof onging

() accumte descriphon of the goods;
fe)  guantity of the goods;
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(1) country of origin; and
(gh cosniry of destination.

() Any person whio contravenes the provisions of thig section commils &n
offence and shall have thelr goodd semed or forfeited oo the Commissioner of an
authorsed officer in accondance with section 44 of this Act,

Secrion A7 of Coap 4638 wiliclyir Iy proposed o amenil-
Offset o refund of overpaid tax

(1) Where a taxpayer las overpaid o tas under any tax Lo, the aspayen
iy apphy o the Commissipner in the preseribsed form—

ial o offser the averpad ax agamst the taxpavers ouistanding max debis
and Turare tax liabilivies including instalment mxes and value mdded
ax puiyishele an imports: o

(b tor nrefund of the overpand 15—

(i1 in the case of income Gk, within five years from the daie on
which the tax wis overpad; oF

(11 i the case of any odher tax, within twelve months from the dae
on which the ax wiss overpaid.

{2) The Commissioner shall ascertain and detesimine an apphcation under
subsection { 1) witirin one hundred and twenmy davs and where the Commissioner
ascarmains that there was an overpsyment of tax —

(2} in the case of an application under sohsection || Wa), apply the
overpand 1y oo such outstanding s debis or funere tax Tabiliy, and

ib) in the case of an appheation wnder Subsection (| Kb). refund the
overpaid fax within a perigd of six months from the date of
asceriainment and, i the Commissioner fails 1o refuid, the overpiid
tax shall be applied 10 offset the taxpuyer s - oulstanding tax debd or
Future tax lakilities,

13} Where the Commissioner fails tn ascertain and determine an application
under subsection (1) within one hundred and twemy days, the same shall be
deemed ascertaimed and approved.

(4] The Commissioner may. for purposes of ascertaining the validity of an
application under subsection | lll,.'.ul:rjm.:l the application fo as audit.

{4A) Where an application under subsection (1) has been subjected 0 an
nudil under subsection (4}, the Commissioner shall ascertain and defermine the
application within one hundred and erghty days failure w which, the application
shall be deemed to have been ascerained and approved.

(21 Where the apphication is for @ refund of iy andes subsection (11h), the
Commssioner shall apply the overpayment in the following Order—
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(a) in payment of any other tax owing by the taxpayer under the specific
tax faw:

(b} in payment of & tax owing by the taxpayer vnder any other 1ax law;
i

{ey  any remainder shall be refunded to the taxpaver,

(6) Where the Commssioner fails to refund the overpasd wax withm the
period specified i subsection (2)ib). the amouni due shall aser inlerest of ope
per cent for each month or part thereof durng whach the amount remains ungaid,

(78 Where the Commissioner notifies a taxpaiyer thal an application under
subsection (1300 has been ascertaingd and applids the pverpad ax Lhability 16
offsel an oustanding ax in bccordince with subsection (2)ia), interest or
pemilties shall not accrie on the amount apphed 1o offséiimg the ouistanding
lrabitity from the dade of the nolification,

(¥} Where the Commissioner has applied the overpaid tix 1o offsel an
outstamding tax hability under subsection (2Wak, any owstanding tax after such
apphication shall secrue interest and penalties in accrmdance with this Act,

{21 Notwithstanding any other provision of this sectiom. where 4 person
overpays an instalment tax due under section |2 of the Income Tax Act (Cap.
470%, the Commissioner shall. apply the overpaid (ax & offset the wxpayers
future instalimeint rax lability.

i 10) Where, after the application of the overpaid tax under subsection (9).
the Commissioner later determines that there was no overpayment of insmalment
tax, the amount of the tax that was used to offset the taxpayer’s future instalment
tax liabilities under subsection (9) shall be treated as o tax due to the
Commissionct in the subsequent tax pervod.

i 113 The amount disé under subsection {100 shall be due from the date that
the Commissioner applicd that amount to offset an instalment tax hability

(121 The Commissioner shall notify the mxpayer in writing of the amonnt
due under subsection | 10} and specify i the nolifcation —

()] thenterest on the gmoant due: and
by any penalties due in respect of the amount due

(13 A person nggneved by a deciswon of the Commissioner under this
section may appeal 0 the Trbunal within thiny davs after being notifed of the
decision.

Secrton 75 of Cap 4688 which i is proposed o amend
Application of electronic 1ax sysiem

(1) The Commissioner may, authorse the following w0 be camied out
through the use of nformation echeology, mcleding computer sysiems, maobile
electronic devices, electromic and mokile communication systems —

{a} anapplication for régistraion under 3 s law;
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(b} - the submiming or lodging of & fax return o olher document under a s
law,
(¢} the payment or repavment of a tax under & oy faw; or

(dy the doing of any other act or thing thal is required 0 be done under a
tax law

(21 A certificate: of registration, service of a notice, issuing of any
document, or other act or thing thai is required o be issued, served, made, or
done by the Commissioner under a tax Fow, may be issued, served, made, or done
through a computer system, mobile electronic device or other form of electronic
or mobile communication.

Section 77 of Cap A0SR, wiich Jr iy propersid o e
Due date for submission and payment
i 13 1t the date for—

(¥} submiming or lodging o @y return, application, notice, or other
doctiment]

(b)  the payment of & tax. or
(c] taking any other sction under a @y faw,

falls on & Samrday, Sunday . or public holiday in Kewya, the due date
shall be the previous working day:

Provided rhat where o person who submits a notice of objection in
electronic form or a8 tax return in electronic form. or pays the
elecironically, the due date sholl remain the dage n'pqrejﬂed in the
redevant tax faw .

(2] In computing the peried for the lodgement of an objection to the
Commissioner under section 51, an uppeal to Tax Appeals Tribunal under section
32, an appeal nothe High Coun under section 53 or an-appeal to the Coani of
Appeal under section 54, the computition shall not include Sawrdays, Sundays
ar public holbidays:

Rection 86 of Cap 4698 selich it is proposed 86 amend-
Penalty for failing to comply with electronic lax system

(1} Where 2 tnx law requires o taxpayer (o issue an electronic x invoice,
submit a tix return in electronic form or pay a tax electronically, and the taxpayer
fails to comply with that tax law, the Commissioper shall 1ssue o notice in writing
b the taxpayer requesting the reasons for the nop-compliance,

(2} Where the reasons given under subsection (1) do not satisfy the
Commissioner, the taxpayer shall be liable to o penalty of two times the tax duee.

Secrion 89 of Cap #6848, which it is proposed o amend—
Greneral provisions relating te penalty



Tt Fiwehioe B 20246 1K

{11 Each penaity shall be cabculated separately with respect 1o each section
i this Dhivision.

(2} 17 the same act or omission imposes more than ose penalty under # s
faw on a texpayer. the Commissioner shall determine which penalty applies.

(3) A person shall be liable o 2 penalty only when the Commissiomer
nodifies in writing that person of o demand for the penalty setiing out the amouni
of the penalty payable and the due date for the payment being a date that is al
beast 30 days after the date of the notification.

(4) Subsection (3} applies also o g penally imposed ander o tax low oither
than this Act.

(3} A penalty pavable by a person shall be duc and pigvable on the date
specified in the notfication under subsection {33

(3A) The Cabinet Secretary may, on the recommendation of the
Commissioner, waive the whale or part of any pemilty or interest imposed under
this Act where the lishility to pay the peaalty or interest was due 10—

fay an efror generated by an ¢lectronic ax system:
ib) & delay in the updating of an elecuronic tax system:

e & duplication of a penalty or mierest due 10 a malfunction of an
electivme tax system; o

{d}  the incorrect registration of the ax obligations of a taxpayer,

(9} This Act shall not preclude the imposition of penalty under any other
tan law and the same acl or omisaion shall not be subject 10—

{a) the imposition of & penalty under more than one provision of that
other tax law; or

(b bath the imposition of a penalty and prosecution for an offence under
that csther tax law .

Section 112 of Cap 4698, which it & proposed to amend-
Regulations

L1} The Cabinet Secretary may make Regulations for the better carrying
o effect of the provisions of this Act.

(23 Without prejudice to the generality of subsection (1), the Regulations
TI'LH.}'—
() prescribe conditions and procedures for registrition:

(b} provide for the submission of retums und the place at which returns
are Lo be submitted and tax to be paid:

ic) prescribe offence and penalues thereto:
ld} provide rules and procedure for collection of unpaid tax by distrait:
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fed  preseribe any odher thing required (o be prescribed,
Serione 2 af Cop, 65, wilrich i B prapoted fo aneeisd -
Interpretation

(11 In this Act. unless the conte x| otherwise regiines —

"East African Community Parmer Stages” means the Republics of Buruandi,
Rwandia, Lganda amdihe Unied Republic of Tanzinia:

Section T of Cap 090, wikich it {1 proposed o gnend-
Import declaration fee

(1} There shall be paid a fee 0 he known a5 the import declaration fee, on
all goods impored into the countey Tor home use,

i2) The fee shall be at the sate of wo poini-five per cent of the cusioms
vithug af the goods amd shall be paid by the importer of such goods at the ime of
entering the poods Tor home use.

(3} Prespirg subgection [ 1j—

) impart declartion fee shall nol be charged an the goods specified in
Part A of the Second Scheédule when imported or purchased before
clearinee through custonms.

4y An importer of goods other than goods specified in Part A of the
Second Schedule shall complete the prescribed import declaration form.

13) A imporier shall présedt 4 fopy of the import declamtion form
completed under subsection (4) to the Commizsioner #f the time of entening the
goody for home use,

(6} Ot of the fee collected under subsection (2], iwenty per cent shall be
paid inte @ Fund established and maniged in sccordance with the Public Finance
Management Act {(Cap. 4124)

(71 Ten percent of momies in the Fund under subsection (6) shall be used
for the pavment. of kepva's contnbubions o the African Linion dnd any - pther
international organization to which Kenya has a financial obligation, while ten
percent shall be pred for revends enforcement initiatives.

Fecrion F il Cap A69C, which it is proposed 1o amend—
Application of East African Commuonity Customs Management Act. 2IN4

The provisions of the East African Community Customs Management Act,
2004, relating o the determination, of value of imponed goods. collection and
enforcement of the payment of duty shall apply for the purposes of ssscssment,
collection aml enforcement of the payment of import declaration fee, railway
developnient evy and cxport levy.

Sevond Sehedule o Cap 4090, which i iy propozed w-ainend-
SECOND SCHEDULE [5. 7(3)(a)]
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GOODS EXEMPT FROM IMPORT DECLARATION
FEE AND RAILWAY DEVELOPMENT LEVY
PART A

GOODS EXEMPT FROM IMPORT DECLARATION FEE WHEN
IMPORTED

OR PURUHASED BEFORE CLEARANCE TH ROUGH CUSTOMS
ixv ) All goods and parts thereof of Chapter 8,
PART Bis. 8i6))

GOODS EXEMPT FROM THE RAILWAY DEVELOPMENT LEVY
WHEN

IMPORTED OR PURCHASED BEFORE CLEA RANCE THROUGH
CUSTOMS

(xiii ) nll goods and parts thereof of Chapter 88:
.r!-ﬁ Fioar UG A l"-'jr r-t.[.'.'.‘ -‘-HI'}, II-'||IH|:'.|'! |'-|| i Ir:l',l'f_l‘l}qj_l,;lrlr Fia ‘]'”“l”ff.

Exemption of stamp duty on the transfers relating to real estate investment
irust

(1) This section applies only to el estate investments trusts authorzed
under the Capital Markels Act (Cap. 4854), in respect of which il is shown 1o the
collector —

ta)  that the effect thereof iy 1o coavey or mansfer o beneficinl interest in
propesty from one wustee to another trustes or to an additional (rusiee:
o

ibi that the effect thereof s 1o convey or transfer a beneficiul interest in
property from a person of persons for the transfer of inits. in the real
estale (nvesiinenl rust,

(2) No Swamp. dury shall be chargeable on sn instrument relating 10 the
matters referred 1w in subsection (1),

(31 An instrument to which this section apphies shall be deemed o be duly
stamped where it has. in accordance with the provisions of section 17, stnmiped
with the particular stamp denting thot it is not churgeable with any duty.

{4} The exemption for instruments to which paragraph ¢ 13(by applies shall
oaly have effect in respect of instraments executed before the 3181 December,
2022

(5) For the purposes of this section —

“additional trustec” meany a new Trustes appointed to an existing real estare
Evestment trust,
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“rrustee” means a person appointed under a trust deed as a trustee of a rexl
estufe investment trust or otherwise so uppoinied by the coun or pursuani io
repulations made under the Capital Mirkets.

Section 3 af Cap. 427, which e Bill praposes i entend —
3. Imposition of levy

(1) The Cabinet Secretary shall, in consultation with the Cabinet Secretary
for the time heing responsible for finance, by Order published in the Gazelre,
impose on any ar all petroleum fuels entered for home use in Kenya o road
maintenance levy (in this Act referred 10 as "the fevy") which may be determined
from time [o time and in such manner os the Cabinel Secretary may specify i the
Cirder.

(20 Out of the levy collected under subsgction { 1) there shall be paid an
amotnt of three shillings per litre of petrolenm sold into the Roud Annuity Fund
established under the Public Finance Management Act (Cop. 412A) w fumd the
construction of roads under the Road Annuity Programme and similar rosds
approved by the National Assembly.



