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THE TAX LAWS (AMMENDMENT) ACT, 2018

The Tax Laws (Amendment) Act, 2018, was published on 25" July 2018, The provisions relating to Income Tax and Value Added Tax came into operation on 1% July
2018, while the provisions relating to Stamp Duty shall come into force on 1°t October 2018.

Description

Betting, lotteries and
gaming

Personal tax relief under
the Home Ownership
Savings Plan (HOSP)
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Amendment to the Tax Statutes

Income Tax
Definition
The Act defines winnings as the positive difference between
payouts made and stakes placed in a given month, for each
player, payable to punters by bookmakers licensed under the
Betting, Lotteries and Gaming Act.

Previously the definition was referenced to the Betting,
Lotteries and Gaming Act, which defined wining as "a
reference to the amount or to the payment of winning".

Tax Rate

The Act introduces a withholding tax of 20% on the winnings
applicable to both resident and non-resident players.

The Act has increased the deductible amount to KShs 8,000
per month (KShs 96,000 annually) from the current limit of
KShs 4,000 per month (KShs 48,000 annually). First time
house owners can save tax free amounts with approved
institutions (banks, building societies and insurance
companies) and the principal and interest earned (KShs 3
million) in the first 10 years is exempt from tax.

Comments

Alllicenced betting, lotteries and gaming entities are now required
to withhold 20% of the monthly aggregate winnings by punters
(players). This means that such entities will have maintain winning
records of each player on a monthly basis to determine the overall
winnings in a month. Itis not clear what happensif thereisalossina
given month and if that loss can be carried forward.

Moreover, thereis a technical error in the Actinrespect to tax on
residents because the wording just refer to “subject to this section,
winning” without reference to the provisions of the Act (Third
Schedule Head B), where the rate of tax is provided for.

The aim of this is to increase first time house ownership. However,
the proposed limits are very low compared to the average cost of
housing. It is, however, interesting to note that this provision has
beenremovedin the draft Income Tax Bill, 2018.
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Affordable Housing Relief

Compensating tax
accruing to a power
producer under a Power
Purchase Agreement

Stamp Duty exemption
on first home purchase
Chief Government Valuer
authorised to appoint
other registered and
practicing valuer
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The Act has introduced a 15% personal relief on the gross
emoluments, but not exceeding KShs 108,000 per annum, for
aresident individual who:
Tis eligible to make an application under an affordable
housing scheme;
1 has applied and is awaiting the allocation of a house under
the scheme; and
is saving for a purchase under a affordable housing
scheme approved by the Cabinet Secretary in charge of
housing.
The relief can only be taken once.
Power producers under a PPA have been exempt from the
payment of compensating tax.

Stamp Duty
The Act exempts first time homeowners from Stamp Duty
under the affordable housing scheme.
The Collector of Stamp Duties is required to refer to the Chief
Government Valuer or aregistered and practicing valuer
appointed by the Chief Government valuer for any
conveyance or transfer on sale of any immovable property to
determine the true open market value of the property at the

date of transfer and whether additional stamp duty is payable.

Therelief granted is seen as amove to encourage home ownership.

This atemporary relief as thereis a proposal to remove
compensating for all tax payers under the provision in the Finance
Bill, 2018. However, the provision requires tax to be paid on
distribution of untaxed profits, and it is not clear if power producers
willbe exempt from this provision. It is also not clear, why this
benefitis only accorded to a group of tax payer whenin reality
there are other industries which a much higher capital outlay.

Lowers the cost for first time home owners and encourages home
ownership whichis one of the Big 4 agenda.

This provision allows for the Chief Government Valuer to appoint a
registered and practicing valuer to undertake valuation of his
behalf.

RSM



Value Added Tax

Changesin VAT Rates The Tax Laws amendments Act, 2018 has amended the VAT Where supplies are zero rated, the supplier of such supplies is
Act by reclassifying certain items from being zero-rated to eligible to claim input tax credits inrelation to VAT incurred in
exempt. making such supplies. On the contrary, for exempt supplies, the

supplier is not eligible to claim any input tax credits in relation to the
VAT incurred in making of such supplies, making them more costly.

Exempt Supplies Current VAT Rate Proposed VAT Rate
Transfer of a business as a going concern (“TOGC") by a registered person to another registered person 0% Exempt
Supply of natural water, excluding bottled water, by a National Government, County Government, any political 0% Exempt
sub-division thereof

Articles of apparel, clothing accessories and equipment specially 0% Exempt

designed for safety or protective purposes for use in registered hospitals and clinics or by county government
or local authorities in firefighting (also still appears in zero-rated category)

Taxable goods supplied to marine fisheries and fish processors 0% Exempt
Maize (corn) flour, cassava flour, wheat or meslin flour and maize flour containing cassava flour by more than 0% Exempt
ten per-centin weight

Goods imported by passengers arriving from places outside Kenya, subject to the limitations and conditions 0% Exempt
specified

Taxable goods for emergency relief purposes for use in specific areas and within a specified period supplied to 0% Exempt

orimported by the Government or its approved agent or a non-governmental organisation or arelief agency
authorised by the Cabinet Secretary responsible for disaster management

Taxable Supplies Current VAT Rate Proposed VAT Rate
The supply of ordinary bread 0% 0%
Inputs or raw materials for electric accumulators and separators including lead battery separator rolls 16% 0%

whether or not rectangular or square supplied to manufacturers of automotive and solar batteries in Kenya

Agricultural pest control products 0% 16%
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EXCISE DUTY

On 2" July 2018, the Commissioner-General of the Kenya Revenue Authority issued a Legal Notice 164 of 2018 revising the excise duty rates set out in Part | of the
First Schedule to the Excise Duty Act, 2015.The new excise duty rates are effective 1 August 2018.

Description of excisable goods Current Rate New Rate
Fruit juices (including grape must), and vegetable juices, unfermented and not containing Shs. 10 per litre Shs10.50 per litre
added spirit, whether or not containing added sugar or other sweetening matter
Waters and other non-alcoholic beverages not including fruit or vegetable juices Shs. 5 per litre
Beer, Cider, Perry, Mead, Opaque beer and mixtures of fermented beverages with non- Shs. 100 per litre
alcoholic beverages and spirituous beverages of alcoholic strength not exceeding 10
Powdered beer

Shs. 5.20 per litre
Shs.105.20 per litre

Shs. 100 per kg
Shs. 150 per litre

Shs.105.20 per kg
Shs. 157.8 per litre

Wines including fortified wines, and other alcoholic beverages obtained by fermentation
of fruits

Spirits of undenatured ethyl alcohol; spirits liqueurs and other spirituous beverages of
alcoholic strength exceeding 10%

Shs. 200 per litre Shs. 210.4 per litre

Cigars, cheroots, cigarillos, containing tobacco or tobacco substitutes

Shs. 10,000 per kg

Shs. 10,520 per kg

Electronic cigarettes

Shs. 3,000 per unit

Shs. 3,156 per unit

1Cartridge for usein electronic cigarettes

Shs. 2,000 per unit

Shs. 2,104 per unit

Cigarette with filters (Hinge lid and soft cap)

Shs. 2,500 per mille

Shs. 2,630 per mille

Cigarettes without filters (plain cigarettes)

Shs. 1,800 per mille

Shs. 1893 per mille

Other manufactured tobacco and manufactured tobacco substitutes; "homogenous”™
and "reconstituted tobacco™; tobacco extracts and essences

Shs. 7000 per kg

Shs. 7364 per kg

Motor vehicles of tariff 87.11 other than motorcycle ambulances and locally assembled
motor cycles

Shs. 10,000 per unit

Shs. 10,520 per unit

CAVEAT

This newsletter has been prepared for general guidance, and does not constitute professional advice. Accordingly, RSM Eastern Africa, its associates and its employees and
agents accept no liability for the consequences of anyone acting, or refraining from acting, in reliance on the information contained herein or for any decision based on it. No

part of the newsletter may be reproduced or published without prior written consent. RSM Eastern Africa is a member firm of RSM, a worldwide network of accounting and
consulting firms. RSM does not offer professional services in its own name and each member firm of RSM is a legally separate and independent national firm.
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RSM Eastern Africa & RSM (Eastern Africa) Consulting Ltd are a member of the RSM network and trade as RSM. RSM is the trading
name used by the members of the RSM network. Each member of the RSM network is an independent accounting and consulting firm,
each of which practices inits own right. The RSM network is not itself a separate legal entity of any description in any jurisdiction. The
RSM network is administered by RSM International Limited, a company registered in England and Wales (company number 4040598)
whose registered officeis at 50 Cannon Street, London, EC4N 6JJ. The brand and trademark RSM and other intellectual property rights
used by members of the network are owned by RSM International Association, an association governed by article 60 et seq of the Civil
Code of Switzerland whose seat is in Zug.
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