


















































































































































































































































































































































































































































































































































































































































































































































































































































































































































Committee Observation

The Committee recognized the reservations expressed by stakeholders.
However, it observed that the introduction of withholding tax enhances
compliance and revenue collection, particularly in cases where non-resident ship
owners lack a local presence. This approach reduces reliance on self-declaration
and facilitates earlier tax collection. The Committee further noted that with
appropriate guidelines and robust digital systems, implementation can be both
efficient and fair, aligning with global best practices.

Clause 19

1448, Deletion of the Clause since this area has been over taxed and each year this disposable
income has been cut by the current government. This is an option Kenyans use for investing
disposable income. Which they use for reinvestment and each year the government is
reducing it.

Committee Observation

The Committee noted the concerns raised by the stakeholder; however, it
observed that the proposal in the Bill seeks to address the confusion on dividend
taxation following the repeal of earlier provisions by replacing the term
“compensating tax” with the phrase “dividend distributed out of untaxed gains
or profits.” Therefore, the Committee did not adopt the stakeholder’s proposal.

Clause 20

1449. Deletion of the clause since Agriculture is a key income for very low-income homes and
this increases the burden in very low-income families instead of relief which is not bottom up
or inclusive as per the Constitution.

servation
The Committee noted the stakeholder’s concerns but held a different view. It
observed that the requirements addressed in the proposal, such as notifying the
Commissioner of changes in business details, are now adequately covered under
Section 9 of the Tax Procedures Act, making Section 54B redundant. Therefore,
the Committee did not adopt the stakeholders’ proposal.

Clause 24

1450. Deletion of the clause since certain industries might have skilled operators who are not
certified. Noting the extra taxation on Internet solutions this is an area the government will
need to rethink on how to weigh on Internet usage and how it favours the economy now and
in the future. This are interlinked.

Committee Observation

The Committee acknowledged the issues raised by the stakeholder; however, it
noted that the penalty provisions relating to non-compliance, such as late filing,
non-payment, and misconduct by tax agents, have been moved to the Tax
Procedures Act, 2015, and the Tax Appeals Tribunal Act to establish a more
streamlined and consistent framework for managing tax penalties and appeals.
Therefore, the Committee did not adopt the stakeholder’s proposal to delete the
provision.

Clause 25

1451. Delete the clause because it repeals Section |31 of ITA. Repealing Section |31 of the
Income Tax Act means removing the provision related to "Exemption from stamp duty." And
this does not favour taxpayers because it entails This means that the associated stamp duty
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will now have to be paid, directly increasing the cost of those transactions for taxpayers
involved. Therefore, the repeal of Section 131 is unfavourable for taxpayers as it removes a
tax exemption, leading to higher costs for specific transactions.

Committee Observation

The Committee noted the concern raised by the stakeholder; however, it
observed that the provision in the Bill does not entirely remove the stamp duty
exemption, as the exemption is already addressed under Clause 46 of the Bill,
which amends Section 40 of the Tax Procedures Act.

Clause 28

1452, Delete the clause because it's a mixed bag that favours specific businesses (Nairobi
International Financial Centre certified companies and startups) with lower tax rates and
clarifies some "final tax" provisions. However, it disfavours other taxpayers by introducing a
new tax on fringe benefits and removing unspecified existing tax reliefs.

Committee Observation

The Committee noted the feedback from the stakeholders; however, it held a
different view, stating that the proposal is aimed at encouraging investment in
Kenya, thereby promoting economic growth and creating employment
opportunities for Kenyans. As such, the Committee did not adopt the
stakeholders’ proposal.

Additionally, the Committee clarified that the amendment under Clause 28 is
intended to address ambiguity resulting from the Tax Laws (Amendment) Act,
2024, which simplified Section 34 but omitted key clarifications. The current
amendment seeks to specify the applicable tax rate for fringe benefits and confirm
that the tax is payable by the employer. Therefore, the Committee did not accept
the stakeholder’s proposal to delete this provision from the Bill.

Clause 29
1453, Deletion of the clause since these amendments generally do not favor taxpayers.

Committee Observation

The Committee noted the concern raised by the stakeholder; however, it
observed that the proposal seeks to remove the definition of "gross investment
receipts,” which includes income such as dividends, royalties, rent, and gains from
the use of property. This amendment is intended as a clean-up measure, as these
types of income are already subject to tax following the changes introduced in the
Finance Act, 2023. Therefore, the Committee did not accept the stakeholders’
proposal.

Clause 36

1454. Delete the clause since it clarifies the tax groups and exempts environmentally friendly
equipment. But it will add taxation on house hold items and increasing cost on key household
items and it affects the economy as many businesses will be affected.
Committee Observation
The Committee agreed with the stakeholder. This is to promote predictability
and stability within the tax system, fostering a more favourable business
environment

Clause 37
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1455, Delete the clause since this is an area the government should do some due diligence
processes and work with the people in this marlket to get a structure taxation process guided
by data and collaboration with the stakeholders.

Committee Observation

The Committee agreed with the stakeholder. This is to promote predictability
and stability within the tax system, fostering a more favourable business
environment

Clause 40

1456. Delete the clause because the amendments generally do not favour taxpayers in Kenya.
The new subsection (2) clearly expands the territorial scope of excise duty to capture digital
services supplied by non-resident entities to consumers within Kenya. This will likely result in
an increased tax burden for Kenyan consumers and businesses acquiring such services, as
these services will now be deemed supplied in Kenya and thus potentially subject to excise
duty.
Committee Observation
The Committee acknowledged the stakeholder's concerns; however, it
emphasized that the Bill's intention is to extend the scope of excise duty to
include services delivered through digital platforms, irrespective of the supplier's
location, provided the services are consumed in Kenya.

Clause 47
1457. Delete the clause since it expands the enforcement powers of the Commissioner by
explicitly including non-resident persons who are subject to tax in Kenya within the scope of
agency notices. Th!s is a move b;.f [he KRA to clcse pctentlal inophcles and ensure that all

PErsons de E :
to the Commissioner's tax cnllecuan enfor'cement powers.
Committee Observation

The Committee agreed with the stakeholder.

Clause 50
1458. Delete the clause because it is overwhelmingly unfavourable to taxpayers.

Committee Observation

The Committee acknowledged the concern but clarified that the reference to
“input VAT" in Section 47(1)(a) of the Tax Procedures Act pertains to a credit
against output tax, not a tax liability. The proposed amendment is a technical
correction aimed at addressing a drafting error that has led to interpretational
difficulties.

Clause 52

1459. Delete the clause since the deletion of subsection (IB) removes a protective statutory
timeline for taxpayers. Without this specific limit, the Commissioner now has more
discretion, and potentially more time, to compel businesses to integrate their electronic tax
systems.

Committee Observation

The Committee agreed with the proposal of the stakeholder for the provision
does not meet the threshold set under Article 31 (c) and (d) of the Constitution
of Kenya, which guarantees the right to privacy. The Committee also noted that
Section 51of the Data Protection Act outlines specific conditions under which
exemptions to data protection may be permitted. Furthermore, Section 60 of the
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Tax Procedures Act already provides adequate legal grounds, allowing the
Commissioner or an authorized officer, upon obtaining a warrant, to access any
data necessary for the administration of tax laws.

Clause 55

1460, Delete the clause since this amendment broadens the scope of what constitutes a tax
evasion offence under Section 83(1) to explicitly include the failure to submit a tax return
when done for the purpose of evading tax.
Committee Observation
The Committee acknowledged the stakeholder’s concern; however, it held a
different view, noting that the intention of the proposal in the Bill is to provide
clarity, as the current law is not explicit regarding penalties for failure to submit
tax returns. The proposed amendment is expected to reduce disputes related to
penalties imposed for non-compliance.

Clause 57

1461. Delete the clause since by Deleting the reference to "excess tax refunds" in the marginal
note and removing the link to Section 47 of the Tax Procedures Act (which defines refund
procedures) appears to broaden the KRA's discretion in charging interest on amounts deemed
to be "excess" payments, potentially detaching it from the strict refund framework and leading
to less clarity or more circumstances where interest can be imposed. This gives the KRA
more flexibility, which typically does not favour the taxpayer.
Committee Observation
The Committee acknowledged the concern raised by the stakeholder; however,
it clarified that the intention is to amend the application of the TPA to more
effectively cover refunds, repayments, and the assessment of penalties and
interest on unpaid fees under the Act. The proposed amendment will simplify the
process and eliminate the limitations arising from linking Section 9B to only one
part of the TPA.

3.2.178 LUCKY SIKOLIA

Clause 8 (a), (i)

1462. Delete the proposal as it imposes increased compliance demands and unclear tax burdens
that will discourage self-employment and push many out of formal economic participation.
Committee Observation
The Committee noted the concerns raised by the stakeholder's; however, it
observed that the proposal does not impose an additional tax burden on
taxpayers. Instead, it removes the Commissioner’s discretion in determining
what smaller businesses can deduct as expenditure on tools or utensils used in
their operations. Therefore, the Committee did not adopt the stakeholder’s
proposal to delete the clause in the Bill.

Clause 52

1463. Delete the proposal because it violates privacy rights and opens doors to potential abuse
and undermines trust in financial institutions.
Committee Observation
The Committee agreed with the proposal of the stakeholder for the provision
does not meet the threshold set under Article 31(c) and (d) of the Constitution
of Kenya, which guarantees the right to privacy. The Committee also noted that
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Section 51 of the Data Protection Act outlines specific conditions under which
exemptions to data protection may be permitted. Furthermore, Section 60 of the
Tax Procedures Act already provides adequate legal grounds, allowing the
Commissioner or an authorised officer, upon obtaining a warrant, to access any
data necessary for the administration of tax laws.

3.2.179 MR. JOSEPH KAMAU
Clause 6

1464. Delete the proposal as it threatens Kenya's digital Economy thereby stifling innovation and
economic growth in a sector critical to youth employment.
Committee Observation
The Committee notes the concern; however, it was observed that limiting SEP
to digital marketplaces excludes other modern digital platforms, such as websites
and electronic networks, creating unfairness in the tax system. To address this,
the Bill proposes to expand the scope of SEP to cover income earned through the
internet or any electronic networlk, ensuring a fair and comprehensive approach
to taxing digital services.

Clause 8 (b)(ii), (<), (d)

1465. Retain tax exemptions for medium-sized enterprises and restore indefinite tax loss carry
forward to support small businesses and job-creating sectors.
Committee Observation
The Committee noted the concern; however, it was observed that this has
created challenges in verifying the records, as taxpayers are required to maintain
records for only five years, which is the period within which the Commissioner

may amend a tax return. To ensure consistency in time for keeping records and
prevent indefinite carry forward of losses, the Committee retained the five-year
proposal and then allowed for a further extension for five years upon application.

Clause 38 (a) (i)

1466. Delete the clause because it will lead to a significant increase in the cost of mobile loans
which millions of Kenyans rely on for small business, education and emergencies. This will
burden low-income citizens and push them toward unregulated informal lenders.
Committee Observation
The Committee took note of the stakeholders' proposal; however, it held a
different view. It emphasized the need for consistency in the definition of the term
‘digital marketplace' and resolved to align it with the definition provided in the
ITA.

3.2.180 MR. BERNARD RONO
Clause 52

1467, Delete the proposal because it poses data and security risks and it is unfair to business.

Committee Observation

The Committee agreed with the proposal of the stakeholder for the provision
does not meet the threshold set under Article 31(c) and (d) of the Constitution
of Kenya, which guarantees the right to privacy. The Committee also noted that
Section 51 of the Data Protection Act outlines specific conditions under which
exemptions to data protection may be permitted. Furthermore, Section 60 of the
Tax Procedures Act already provides adequate legal grounds, allowing the
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Commissioner or an authorised officer, upon obtaining a warrant, to access any
data necessary for the administration of tax laws.

Clause 47(m)(v)

1468. Delete the proposal as it gives KRA powers to issue agency notice even in cases where
taxpayer has appealed to the commissioner's decision at Tax Appeal Tribunal or High Court.
Committee Observation
The Committee agreed with the stakeholder.

Clause 8

1469. Delete the proposal as it discourages foreign investors who had previously considered
Kenya as a destination hub for investment.
Committee Observation
The Committee acknowledged the concerns; however, it emphasized that the
objective of the proposal in the Bill is to ensure uniform treatment of all
employment income, as such income is already covered under existing tax laws.

3.2.181 MR. BERNARD OCHIENG'
Clause 36

1470, Delete the proposal because it is incompatible with the objects, purpose and realization of
economic & social rights as provided under section 43 of the Constitution.

Committee Observation

The Committee agreed with the stakeholder. This is to promote predictability
and stability within the tax system, fostering a more favourable business
environment.

Clause 37

1471. Delete the proposal as it negates the rights as protected under Article 27 of the
Constitution on non-discrimination and will lead to financial exclusion & discrimination
indirectly for the low income and middle-class Kenyans.

Committee Observation

The Committee agreed with the stakeholder. This is to promote predictability
and stability within the tax system, fostering a more favourable business
environment

Clause 52

1472. Delete the proposal as it is unconstitutional and has no safeguards for potential overreach
by KRA and will lead to abuse of power.

Committee Observation

The Committee agreed with the proposal of the stakeholder for the provision
does not meet the threshold set under Article 31(c) and (d) of the Constitution
of Kenya, which guarantees the right to privacy. The Committee also noted that
Section 51 of the Data Protection Act outlines specific conditions under which
exemptions to data protection may be permitted. Furthermore, Section 60 of the
Tax Procedures Act already provides adequate legal grounds, allowing the
Commissioner or an authorized officer, upon obtaining a warrant, to access any
data necessary for the administration of tax laws.
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3.2.182 O’ BANG LAW
Clause 2 (a) (iii)

1473. Delete the proposal as the retailers and distributors already pay VAT or receive VAT and
remit the same to Kenya Revenue Authority since the retailers or distributors are not license
holders. Further, the adoption of the term “regular payments” creates confusion whereby
KRA will assume regular payments amounts to ownership of the license by the retailer or
distributor, which is not the case.

Committee Observation
The Committee agreed with the stakeholder to delete the proposed amendment
on the definition of “royalty".

Clause 28 (d)

1474, Delete the proposal and instead consider the amendment of Section 12 F (5) (b) of the
income Tax Act to read as follows “Income derived from transfer or exchange of a digital
asset” means the gross profit being the fair market value received or receivable of the digital
asset at the point of exchange or transfer of the digital asset. This shall not apply to digital
asset used as payment of salary or consultant fee whereby the applicable employee income
tax or consultant deductions will apply as per this act or any relevant law. This will enhance
the chances of Kenya being a suitable market for most persons engaging in digital assets
transactions or exchange, which will translate in collection of more tax as compared to an
instance where the key stakeholders are avoiding the Kenyan market.

Committes Ohservation

The Committee noted the stakeholder’s concerns however, the Committee
observed that the reduction of the tax rate is meant to encourage more people
to use licensed and regulated digital platforms.

3.2.183 AUTOXPRESS LIMITED
Mew Proposal

1475. Amend or delete the import duties on tyres, tubes and flaps. Currently majority of the
tyres imported to Kenya come from China with non-tax compliant importers using various
means to avoid paying the correct duties and taxes. Introduce a minimum declaration FOB
value on key fast moving tyre sizes.

Committee Observation
The Committee noted the proposal by the stakeholder. However, it noted that
the proposal can be considered in future legislation.

3.2.184 MS. JANET MUGO
Clause 36

1476. Delete the proposal because it is incompatible with the objects, purpose and realization of
economic & social rights as provided under section 43 of the Constitution.
Committee Observation
The Committee agreed with the stalkeholder. This is to promote predictability
and stability within the tax system, fostering a more favourable business
environment.
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Clause 37

1477. Delete the proposal as it negates the rights as protected under Article 27 of the
Constitution on non-discrimination and will lead to financial exclusion & discrimination
indirectly for the low income and middle-class Kenyans.

Committee Observation

The Committee agreed with the stakeholder. This is to promote predictability
and stability within the tax system, fostering a more favourable business
environment

Clause 52

1478. Delete the proposal as it is unconstitutional and has no safeguards for potential overreach
by KRA and will lead to abuse of power.

Committee Observation

The Committee agreed with the proposal of the stakeholder for the provision
does not meet the threshold set under Article 31(c) and (d) of the Constitution
of Kenya, which guarantees the right to privacy. The Committee also noted that
Section 5| of the Data Protection Act outlines specific conditions under which
exemptions to data protection may be permitted. Furthermore, Section 60 of the
Tax Procedures Act already provides adequate legal grounds, allowing the
Commissioner or an authorised officer, upon obtaining a warrant, to access any
data necessary for the administration of tax laws.

3.2.185 WATERVALE INVESTMENTS LTD
MNew Proposal

1479. Amend the Excise duty act to provide for 0% duty on Reconstituted Foam Raw Material
(HS Code 3915.90.00). the clean PU foam Scrap under HS Code 3915.90.00 has traditionally
attracted 0% duty under the EAC Commeon External Tariff (CET) as a circular economy input.
The 2024/25 budget imposed a 10% duty via a stay of application while all other EAC countries
maintain the zero rate. This sudden cost hike has strained the sector's viability and
undermined the Kenya's green manufacturing. The |0% duty on foam scrap is contrary to the
spirit and letter of the EAC CET diminishing industrial productivity, threatens employment
and undermines Kenya's circular-economy ambitions. Therefore, they urged the committee
to withdraw the Stay of Application and restore 0% duty on HS 3915.90.00.

Committee Observation
The Committee noted the proposal by the stakeholder. However, it noted that
the proposal can be considered in future legislation.

3.2.186 WARAMBO ANDREW
Clause 8

1480. Amend the proposal to permit taxpayers to utilize tax losses in the year which they
incurred and succeeding 9 years. Conversely, amend the proposal to read:

“(4) Where the ascertainment of the total income of a person results in a deficit for a year of income,
the amount of that deficit shall be an allowable deduction in ascertaining the total income of such
person for that year and the succeeding nine years of income.
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(5) Notwithstanding subsection (4), the Cabinet Secretary may, on the recommendation of the
Commissioner extend the period of deduction beyond ten years where a person applies through the
Commissioner for such extension, giving evidence of inability to extinguish the deficit within that
period”

Committee Observation

The Committee noted the concern: however, it was observed that this has
created challenges in verifying the records, as taxpayers are required to maintain
records for only five years, which is the period within which the Commissioner
may amend a tax return. To ensure consistency in time for keeping records and
prevent indefinite carry forward of losses, the Committee retained the five-year
proposal and then allowed for a further extension for five years upon application.

Clause 27

1481. Retain the section because doing away with the rates will curb future investments outside
of Nairobi and Mombasa. Alternatively, insert a new proviso reading as follows;

“Provided that the rate shall continue to apply to investments where the year of first use commenced
before I* January, 2026.”

Committee Observation

The Committee agreed with the Stakeholder's proposal.

Clause 29(b)

1482. Amend the proposal to read as follows;

T '

e L e e

By an individual, their spouses, their spouse or their immediate family separately or jointly hold 1 00%
shareholding”

Committee Observation
The Committee noted the concern of the stakeholder; however, the proposal in
the Bill is sufficient.

Clause 47 (m) (v)

1483. Delete the proposal to preserve taxpayer’'s right to exhaust the appellate process
expeditiously and without undue coercive enforcement.

Committee Observation
The Committee agreed with the stakeholder’s proposal.

Clause 54

1484. Delete the proposal as it violates taxpayer's right to fair hearing.
Committee Observation
The Committee agreed with the proposal of the stakeholder.

3.2.187 MAKUNO MUIRURI
Clause 38

1485. Delete proposal because it does not provide financial incentives that encourage the growth
of the digital market economy sector.
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Committee Observation

The Committee took note of the stakeholders' proposal; however, it held a
different view. It emphasized the need for consistency in the definition of the term
'digital marketplace’' and resolved to align it with the definition provided in the
ITA.

Clause 52

1486. Delete the proposal.

Committee Observation

The Committee agreed with the proposal of the stakeholder for the provision
does not meet the threshold set under Article 31(c) and (d) of the Constitution
of Kenya, which guarantees the right to privacy. The Committee also noted that
Section 5| of the Data Protection Act outlines specific conditions under which
exemptions to data protection may be permitted. Furthermore, Section 60 of the
Tax Procedures Act already provides adequate legal grounds, allowing the
Commissioner or an authorised officer, upon obtaining a warrant, to access any
data necessary for the administration of tax laws.

3.2.188 MR. CHARLES IDAHO
NEW PROPOSALS

1487. Amend the law to restrict opportunities of Alternative Dispute Resolution during KRA tax

audits. Implement laws to prevent the courts from using technicalities to facilitate tax evasion.

Committee Observation
The Committee observed that the TPA provides for the use other dispute
resolution/ engagement mechanisms.

3.2.189 SILAS KERU
Clause 38(a)(ii)

1488. Delete the proposal as expanding excise duty to digital services would increase costs,

burden consumers, and hinder the growth of digital businesses already facing economic
challenges.

Committee Observation

The Committee took note of the stakeholders' proposal; however, it held a
different view. It emphasized the need for consistency in the definition of the term
'digital marketplace' and resolved to align it with the definition provided in the
ITA.

3.2.190 JOHN BUCKLEY
Clause 2

1489. Delete the proposal because the inclusion of vague and broad definitions such as the
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expanded definition of “royalty” could lead to inconsistent application of law thus creating
uncertainty for businesses; therefore, rejects the inclusion of the definition on that ground.
Committee Observation

The Committee accepted the stakeholders' proposal that the distribution of
software does not constitute an activity that generates royalties. In line with
international best practices, the Committee therefore recommended the
deletion of the phrase "and include distribution of the software.
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Clause 24

1490, Delete the proposal because the high penalties and strict compliance requirements
outlined in the provisions e.g. the 25% penalty for late tax returns and the 10% penalty for
failing to withhold VAT could be punitive rather than supportive.
Committee Observation
The Committee acknowledged the issues raised by the stakeholder; however, it
noted that the penalty provisions relating to non-compliance, such as late filing,
non-payment, and misconduct by tax agents, have been moved to the Tax
Procedures Act, 2015, and the Tax Appeals Tribunal Act to establish a more
streamlined and consistent framework for managing tax penalties and appeals.
Therefore, the Committee did not adopt the stakeholder’s proposal to delete the
provision.

Clause 25

1491. Delete the proposal because it will be difficult for ordinary citizens and small businesses to
understand their obligations and benefits.
Committee Observation
The Committee noted the concern raised by the stakeholder regarding the
potential difficulty for ordinary citizens and small businesses in understanding
their obligations and benefits. However, it observed that the provision in the Bill
does not entirely remove the stamp duty exemption, as this exemption is already
addressed under Clause 46 of the Bill, which amends Section 40 of the Tax
Procedures Act. Therefore, the Committee did not adopt the stakeholder’s
proposal to delete the provision.

Clause 30

1492. Delete the proposal because it may be challenging for SMEs or rural businesses that lack
the necessary technological infrastructure and ultimately drive businesses into non-
compliance or out of business.
Committee Observation
The Committee noted the issues raised by the stakeholder, however, it noted
that the proposal deals with issues of clarifying invoices issued through an
electronic system, which is in line with the requirement under section 23A of the
Tax Procedures Act to expand the tax base.

Clause 52

1493. Raises concerns on the extensive discretionary powers granted to the Commissioner on
grounds of potential abuse, favouritism and inconsistent treatment of taxpayers, which could
undermine trust in the tax system.
Committee Observation
The Committee agreed with the proposal of the stakeholder for the provision
does not meet the threshold set under Article 31(c) and (d) of the Constitution
of Kenya, which guarantees the right to privacy. The Committee also noted that
Section 5| of the Data Protection Act outlines specific conditions under which
exemptions to data protection may be permitted. Furthermore, Section 60 of the
Tax Procedures Act already provides adequate legal grounds, allowing the
Commissioner or an authorised officer, upon obtaining a warrant, to access any
data necessary for the administration of tax laws.
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3.2.191 ANACLATE NDEDA ndedaanaclate@gmail.com
Clause 52

1494. Delete the proposal because it grants KRA unchecked access to citizens bank accounts
without due process. It will be in violation of Article 31 of the Constitution and the Data
Protection Act of 2019.

Committee Observation

The Committee agreed with the proposal of the stakeholder for the provision
does not meet the threshold set under Article 31(c) and (d) of the Constitution
of Kenya, which guarantees the right to privacy. The Committee also noted that
Section 51 of the Data Protection Act outlines specific conditions under which
exemptions to data protection may be permitted. Furthermore, Section 60 of the
Tax Procedures Act already provides adequate legal grounds, allowing the
Commissioner or an authorised officer, upon obtaining a warrant, to access any
data necessary for the administration of tax laws.

Clause 37

1495. Delete the proposal because shifting goods from zero-rated VAT to exempt will increase
the cost of essential items such as medicines, motorbikes and smartphones.

Committee Observation

The Committee agreed with the stakeholder. This is to promote predictability
and stability within the tax system, fostering a more favourable business
environment.

Clause 59

1496. Delete the proposal because reduction of tax on certain imported iron and steel products
will lower cost for importers and at the same time undermine local manufacturers who rely
on protective tariffs to remain competitive.

Committee Observation
The Committee agreed with the stakeholder proposal

3.2.192 MARYANN NZYOKA
Clause 36

1497, Delete the proposal because it is incompatible with the economic and social rights
guaranteed under Article 43 of the Constitution of Kenya and further removing zero-rated
status from essential goods will increase the costs of living and disproportionately burden
low-income households.

Committee Observation

The Committee agreed with the stakeholder. This is to promote predictability
and stability within the tax system, fostering a more favourable business
environment

Clause 39

1498. Delete the proposal because the expansion of the digital lending tax to include services
offered by non-resident persons over the internet will adversely affect Kenyans who depend
on digital loans for essential services.
Committee Observation
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The Committee acknowledged the concerns raised by stakeholders but noted
that the proposal in the Bill aims to expand the scope of excisable services offered
by non-residents. This would subject such services to excise duty, thereby
broadening the tax base.

Clause 52

1499. Delete the proposal because it would grant the Commissioner unrestricted authority to
access personal and private data, including M-Pesa financial records, without unnecessary
safeguard, creating a risk of unauthorized access to citizens’ private financial information by
the Kenya Revenue Authority.
Committee Observation
The Committee agreed with the proposal of the stakeholder for the provision
does not meet the threshold set under Article 31(c) and (d) of the Constitution
of Kenya, which guarantees the right to privacy. The Committee also noted that
Section 51 of the Data Protection Act outlines specific conditions under which
exemptions to data protection may be permitted. Furthermore, Section 60 of the
Tax Procedures Act already provides adequate legal grounds, allowing the
Commissioner or an authorised officer, upon obtaining a warrant, to access any
data necessary for the administration of tax laws.

3.2.193 KINYAN]JUI NJONDE kinyac38@gmail.com
Clause 36

1500. Deletion of the Clause since this amendment is incompatible with the economic and social
rights and removing zero-rated status from essential goods will increase the cost of living and
disproportionately burden low-income households. The agriculture society will be negatively
affected too

Committee Observation

The Committee agreed with the stakeholder. This is to promote predictability
and stability within the tax system, fostering a more favourable business
environment

Clause 38

1501. Delete the clauses since the amendments violate the non-discrimination protections under
Article 27. Expanding the digital lending tax to include services offered by non-resident
persons over the internet will adversely affect Kenyans who depend on digital loans for
essential expenses. This will in turn increase borrowing costs, making credit less accessible
and leading to financial exclusion.
Committee Observation
The Committee acknowledged the stakeholders' proposal but held a differing
view. It emphasized the importance of maintaining consistency in the definition
of the term ‘digital marketplace’ and resolved to align it with the definition in the
Income Tax Act (ITA), while also expanding the scope of excisable services
provided by non-residents.

Clause 52

1502. Deletion of subsection |B of Section 59A of the Tax Procedures Act is unconstitutional as
it infringes on the right to privacy guaranteed under Article 3| of the Constitution of Kenya.
Allowing KRA access personal and private data risks overreach by the authority.
Committee Observation
The Committee agreed with the proposal of the stakeholder for the provision
does not meet the threshold set under Article 31(c) and (d) of the Constitution
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of Kenya, which guarantees the right to privacy. The Committee also noted that
Section 51 of the Data Protection Act outlines specific conditions under which
exemptions to data protection may be permitted. Furthermore, Section 60 of the
Tax Procedures Act already provides adequate legal grounds, allowing the
Commissioner or an authorised officer, upon obtaining a warrant, to access any
data necessary for the administration of tax laws.

3.2.194 ISRAEL MUTHOMI GITONGA
Clause 36

1503. Delete the proposal because imposing VAT on products especially on zero rated products
will be catastrophic to the common mwananchi.
Committee Observation
The Committee agreed with the stakeholder. This is to promote predictability
and stability within the tax system, fostering a more favourable business
environment.

Clause 52

1504. Delete the proposal because granting the Kenya Revenue Authority the power to access
personal financials from banks and M-pesa is an invasion of privacy as it is a protected right
under Article 3|1 of the Constitution.
Committee Observation
The Committee agreed with the proposal of the stakeholder for the provision
does not meet the threshold set under Article 31(c) and (d) of the Constitution
of Kenya, which guarantees the right to privacy. The Committee also noted that
Section 51 of the Data Protection Act outlines specific conditions under which
exemptions to data protection may be permitted. Furthermore, Section 60 of the
Tax Procedures Act already provides adequate legal grounds, allowing the
Commissioner or an authorised officer, upon obtaining a warrant, to access any
data necessary for the administration of tax laws.

Clause 38(a)

1505. Delete the proposal because the imposition of tax on content creation yet there is no
double taxation agreement with the Countries providing the services.
Committee Observation
The Committee took note of the stakeholders' proposal; however, it held a
different view. It emphasized the need for consistency in the definition of the term
'digital marketplace' and resolved to align it with the definition provided in the
ITA.

3.2.195 MILLICENT MAGADI magadi254@gmail.com

Clause 27
1506. Delete the proposal because it undermines efforts to spur decentralized economic growth
and job creation.
Committee Observation
The Committee agreed with stakeholder's proposal

Clause 8(a)(vi)

1507. Delete the proposal because it could stifle the growth of sports and youth talent
development.
Committee Observation
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The Committee agreed with the stakeholder's proposal.

Clause 8 (c) and (d)

1508. Delete the proposal because it could deter both local and foreign investors, risking project
viability and long-term industrialization goals.
Committee Observation
The Committee acknowledged the concerns raised by the stakeholder; however,
it emphasized that the objective of the proposal in the Bill is to ensure the uniform
treatment of all employment income, which is already addressed under existing
tax laws. Therefore, the Committee did not adopt the stakeholder’s proposal.

Clause 6

1509. Delete the proposal because overregulation may unintentionally drive innovation and
digital commerce underground.
Committee Observation
The Committee notes the concern; however, it was observed that limiting SEP
to digital marketplaces excludes other modern digital platforms, such as websites
and electronic networks, creating unfairness in the tax system. To address this,
the Bill proposes to expand the scope of SEP to cover income earned through the
internet or any electronic network, ensuring a fair and comprehensive approach
to taxing digital services. Therefore, the Committee did not accept the
stakeholder’s proposal.

Clause 36(h)
1510. Delete the proposal because it goes against Kenya's Big four Agenda and its commitment
under vision 2030.

Committee Observation

The Committee agreed with the stakeholder. This is to promote predictability
and stability within the tax system, fostering a more favourable business
environment

3.2.196 MR.TED MUTUMA mutumat25@email.com

Clause 36

I1511. Delete the proposal because it is incompatible with the economic and social rights
guaranteed under Article 43 of the Constitution.
Committee Observation
The Committee agreed with the stakeholder. This is to promote predictability
and stability within the tax system, fostering a more favourable business
environment

Clause 38

1512, Delete the proposal as it violates the non-discrimination protection under Article 27 of
the Constitution. Additionally, the clause will further increase borrowing costs making credit
less accessible and lending to financial exclusion.
Committee Observation
The Committee acknowledged the stakeholders' proposal but held a differing
view. It emphasized the importance of maintaining consistency in the definition
of the term ‘digital marketplace’ and resolved to align it with the definition in the
Income Tax Act (ITA), while also expanding the scope of excisable services
provided by non-residents.
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Clause 52

1513. Delete the proposal as it infringes on the right to privacy under Article 3lof the
Constitution. This will create a risk of unauthorized access to citizen’s private financial
information.
Committee observations
The Committee agreed with the proposal of the stakeholder for the provision
does not meet the threshold set under Article 31(c) and (d) of the Constitution
of Kenya, which guarantees the right to privacy. The Committee also noted that
Section 51 of the Data Protection Act outlines specific conditions under which
exemptions to data protection may be permitted. Furthermore, Section 60 of the
Tax Procedures Act already provides adequate legal grounds, allowing the
Commissioner or an authorised officer, upon obtaining a warrant, to access any
data necessary for the administration of tax laws.

3.2.197 MUTHONI GITAU Muthonigitau23@gmail.com

Clause 36

1514. Delete the proposal because it is incompatible with the economic and social rights
guaranteed under Article 43 of the Constitution.
Committee Observation
The Committee agreed with the stakeholder. This is to promote predictability
and stability within the tax system, fostering a more favourable business
environment

Clause 38

1515. Delete the proposal as it violates the nonOdiscrimination protection under Article 27 of
the Constitution. Additionally, the clause will further increase borrowing costs making credit
less accessible and lending to financial exclusion.
Committee Observation
The Committee acknowledged the stakeholders' proposal but held a differing
view. It emphasized the importance of maintaining consistency in the definition
of the term ‘digital marketplace’ and resolved to align it with the definition in the
Income Tax Act (ITA), while also expanding the scope of excisable services
provided by non-residents.

Clause 52

1516. Delete the proposal as it infringes on the right to privacy under Article 3lof the
Constitution. This will create a risk of unauthorized access to citizen's private financial
information.
Committee observation
The Committee agreed with the proposal of the stakeholder for the provision
does not meet the threshold set under Article 31(c) and (d) of the Constitution
of Kenya, which guarantees the right to privacy. The Committee also noted that
Section 51 of the Data Protection Act outlines specific conditions under which
exemptions to data protection may be permitted. Furthermore, Section 60 of the
Tax Procedures Act already provides adequate legal grounds, allowing the
Commissioner or an authorised officer, upon obtaining a warrant, to access any
data necessary for the administration of tax laws
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3.2.198 QUICK RESPONSE (QR) CODE

I517. Article 118 of the Constitution of Kenya, requires Parliament to conduct public
participation in its legislative role. The Departmental Committee of Finance and Mational
Planning, made available a quick response code (QR code) to the members of public to
facilitate this exercise. The QR code allowed citizens to give Clause-by-Clause response to
the proposals in the Bill.

I518. The Committee has availed a summary of all the responses received from 22" May to 6"
June 2025. A total of 1,282 submissions were received and have been documented below.
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Stakeholder Response on the Finance Bill, 2025
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3.2.199 CYBER ATTACK

On 13" May 2025, the National Assembly published a notice inviting stakeholder
comments on the Finance Bill, 2025. Members of the public were invited to make
submissions on the official emails, that is cna@parliament.go.ke and
financecommitteena@parliament.go.ke

On Saturday 31* May 2025, the National Assembly's official e-mail addresses received
overwhelming number of emails that caused an overload on the system which affected the
system’s responsiveness. The breach in the established system through interference
with the official email addresses caused many emails to be received. The emails,
which were mostly spam, contained the same words and content. These emails
jammed the system and necessitated the email addresses to be disabled.

Committee Observation

The MNational Assembly is committed to ensuring adoption of effective avenues for
inclusive and transparent public participation as enshrined under Article |18 of the
Constitution. The Departmental Committee of Finance and National Planning
would like to extend its gratitude to the patriotic Kenyans who spared their time to
exercise their Constitutional right by sharing their views during the consideration of
the Finance Bill, 2025, through the prescribed channels.

strengthening democracy and improving civic education. The National Assembly and
the Departmental Committee on Finance and Mational Planning acknowledges and
appreciates the input provided towards shaping Kenya's tax policies and revenue
raising measures.

In consideration of the present Bill, the Committee was guided by the provisions of
Article 118 (1) (b) requiring Parliament to facilitate public participation and
involvement in the legislative and other business of Parliament and its Committees.
The Committee notes that misinformation, disinformation and disruption of
electronic communication channels are not avenues of public participation
recognized by the Constitution. The attempts to interfere with the electronic mode
of public participation adopted by the Committee failed to disrupt the exercise. The
Committee was able to filter, receive and consider the views on the Bill that were
submitted by email.

3.2.200 EMAIL SUBMISSIONS
lan Thorn (thornian| 2@ egmail.com) and 163 others

1519. The Departmental Committee on Finance and MNational Planning Committee acknowledges
receipt of submissions from the following stakeholders on the proposal seeking to restructure
various essential goods from Zero (0) rated status to exempt status. They noted that this move
will raise the high cost of living and disproportionately affect low -income households.

1520. Additionally, they opposed the proposal seeking to expand lending tax to include services
offered by non-residents persons over the internet which will adversely affect Kenyans who
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depend on digital loans for essential expenses. Further, this will increase borrowing costs making
credit less accessible and leading to financial exclusion for low and middle-income Kenyans.

1521. Also, they opposed the proposal seeking to remove data protection safeguards in electronic
tax systems integration. This would allow the Commissioner access to business trade secrets
or private customer information.

Godwin Tabu
(godwintab u?@ gmail.com)

Kamande Ndung'u
kamandendungu? mail.com

Jackie Kirimi

!'ackiekirimi@gmail.cnm )

Jacqueline Wamae

{jac kiewamae@icluud.mm!

Jacqy (jagjacqy@gmail.com)

Kauthar Abdul
(abdulkauthar7 @gmail.com)

Samu Westside
!wissamuelll @gmaii_mm::

Her Gov Summit

(hello@hergovsummit.com)

Kelvin Njoroge

Helen Allans

(hlnallans@gmail.com)

(niorogekelv(@smail.com)

Maureen Mumbua
(maureenmumbuad3@gmail.com)

Fran (Franmalesi{@gmail.com)

{(bwoyfamous@smail.com)

James Mudogo Lynette Njeri Faith (faiynjiri@gmail.com
(mudogojames08@gmail.com) (lynettenjeri0@gmail.com)

Jan Safari Livingstone Thuo Ezekiel Rutto
timothyjanuiB@semail.com thuolivingstone? @gmail.com (ezekielruttoh7 @gmail.com)

eff Gichuhi Lily Wairimu Effie Kariuki

(ieffgichuhi02 @gmail.com) (lilywrm(@yahoo.com) (effiekariuki@gmail.com)

John Paul Leina Lisa (leina{@kabarak.ac.ke) | Dennis Njoroge

I | il.com

Justus Mbinda
.mbinda 0

Just Wanja
(wanjadale | 7{@gmail.com)

Kenneth Kinyanjui
inyajuilkenneth | mail.

Kelvin Odell Ombasa

(odellkelvin@gmail.com)

m

Brian Kagiri

(kagiribrian | @gmail.com)
Brian lsaji

(brianisaji40{@gmail.com)

Josephine Mwangi
[osephinemwangiw
Joshua Omote

(ioshuao mot&@gah oo.com)

mail.com

Nerima Wanyama

rienat=09 il.e
Mancy Nijeri
nancy2zake@gmail.com
Mumchess

(mumchess@gmail.com)

King Julian
(camon | | @protonmail.com)

Alex Mbolonzi
(aimbolonzi@gmailcom) |

Kevin Wilson
(Wilson kelvin35@gmail.com)
Kennedy Wanjala
n anjalaB7é
Marle Oluoach

(markoluoch332@gmail.com)

mmail.com

Tonie John

g'gggmg'e@gmﬂl.cag}

Yvonne M. Wanza

'E!G nnewsa HZE@E mail.com I

Caroline Kamau
(mumchess@gmail.com)

Mwana Magendo
{(mwanamagendo@gmail.com)

Miano Oscar
miancoscar | 54
Michy Seasona

gseasunamichg@gmail.cuml

mail.com

Muthoni M.
{mauriciomuth oni@gmail.cum )

Moses Rigitha
(mrigitha85@smail.com)

Micheal Mwai
(mkamau432@smail.com)

Cece Wanjiru

(cececeel 63({@gmail.com)

Kevo Key

( kevokevisme(@gmail.com)
Louis Boyi

(louiethepest@gmail.com)

Njogo (mgtrix06@gmail.com)

Marcus Douglas

(marcusdouglas03@email.com

Mercy

| (okumumercy96@gmail.com)

Kelvin Mihingo

Moraa Nyabuti

(kmihingo22@gmail.com)
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Oliver Mico

Micle Juma

Ogada Maftali

Nita Philips Origine Bukhala
(couragenico@gmail.com) (anitaphilips | 7{@gmail.com) (orygyn83{tgmail.com)

Ryan Ataro Oscar Mabonga
(nickiuma@outlook.com) (ataroryan@gmail.com) {osc_:_:rmabnngall)I‘?@gmml.cgujj}

Rita Wang'ang'a Peter Kabera
{osadanaftali0 | @gmail.com) (wanganga rita0é@gmail.com) (kaberandi rangu@gmail.com)

Micholas Muthethia

Risanael Jabuya
(risanaeliabuya@sgmail.com)

Simon MNderitu
(simonnderitu30@gmail.com)

Nyawira Gitari

(nyawirankinga@gmail.com)

Perelito Voste

| (toroitichkevin2 @gmail. com)

Pyrex Kid|2
(pyrexkid496@gmail.com)

Patrick Hussein
(patrickhussein847@sgmail.com)

Peter Maina

(peterdiald@gmail.com)
Olivia MNjeri
(clivianjerif@gmail.com)

Patricia Mwangi
atriciamwangi49@gmail.com)

Faith Kamau

(faithkamau77@gmail.com)
Edwin Owino

(edwinowinol 58{@gmail.com)

Evans Mutwiri
(mutwirievansm

mail.com

Shalem Mjiri

Esther Maina

Stephanie
| (wnjunge | 9@gmail.com)

(shalom.njirif@icloud.com)
Several Participations

(arnun256@gmail.com),

(estherlemaina@gmail.com)
Emmanuel Mialo
(emmanuelmaiko@gmail.com)

Sofia Njuguna
(mugunasofial @email.com)

Samantha Mzee
{samanthalulumzeeDicloud.com)

Elizabeth Peter
(glizabethnyangara | @gmail.com)

Stephen Mgugi

(stephenngugi90%@gmail.com)

Wangari G
(gladysmuthee30@gmail.com)

| Tallman Kenya

Pharis Jafred
(pharisiafred(@gmail.com)

Roy Kariuki Edwin Ogeto
(roykariz@yahoo.com) (ogetoedwin3@gmail.com)
Njome Mbugua Donnel Ochieng

gn'!mmc:.ml:‘:ugua@gmail.mm!

Journey Drove (journey-drove-

m) | Sc@icloud.com)

{ochldonnel@ﬂmaii.com}

Felix Kimeu
(kimfelyx@gmail.com)

Havier Kamau
(kamau633{@gmail.com)

Shanes Hope Academy
(shaneshopeacademy@gmail.com)

Soloman Wainaina

Wangui Mungai

Ted Thie

(deeagola@gmail.com)

(tabbiewanjaZ{@yahoo.com)

Tems (fally4486@gmail.com)

(wainainasolomonfx@gmail.com) | (kuimungai29@smail.com) (Ted thie@outlook.com)
Wachira Gakinya Vince Kirong Yanza (yanza%03@gmail.com)
wachiragakinya@gmail.com) (kirongvince@gmail.com)

Wolfer Wolf Vincent Kiokeo Kennedy Wanjala
(wifrwolf@gmail.com) (vincentkioko5 | @gmail.com) (kennedywaniala@gmail.com)
Willys Kihumba Valentine Zilcki Stanley Mwangi

wi ihumba{@gmail.com zikimusic. muzili@gmail.com (stanmwangi2 @gmail.com)
Tandy Cherop Tonie John Stephen Mutuku
(cheroprandy@email.com) (ichntonie@email.com) (stephenmuli4 | | @zmail.com)
The Dianicah Tabby Wanja Stephen Makori

(kaimenyis@gmail.com)

Loice Erambo
(loicesrambo(@amail.com)

Sharon Wainaina

(wainaina2salama(@gmail.com)

Ted Karanja

Kelvin M

Scovia Amondi

(tedkaranjatnk@gmail.com)

(m.kelvin@students. jkuatac.ke)
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Mdiritu Ngugi

(ndiritungugi52{@smail.com)
Joyce Ngungu

ioycengungus 90 gmail.com
Charles Mucuha

harlesmucuh mail.com
Cyn cyee

(cyeengenia@gmail. com)

Muita Munene

Gilbmet Adungo
(gilbmet254{@gmail.com)

(mun enemuita@ gmail.com!

Chris Wamae
(chriswamae@gmail.com)

Joan Mjeri
(icannjerin@gmail.com)
Faith Enoch
(faymusango@gmail.com)
Ciru Mureithi

(emureithi@gmail.com)

Daniel Maina

(danmaina% | @gmai].com}

Dennis Wambua

(wambual3 9@gmatl.cum!

Duncan Gichana

(dunomoro{@yahoo.com)
Billy (billyonaire08@gmail.com)

Arthur Kanyanjua
(artkan87@gmail.com)

Benson Munene

(munenebenson340@gmail.com

Brenda Maina
(brendamaina5%(@sgmail.com)

Brilliant Chepkirui
(brilliantchep.ace@gmail.com)

Bruce Irungu

(bruiceirungupayee{@gmail.com)
Alice Mugo

(alice. mugo@outlook.com)

(brucekama uﬂﬂl@cutlug k.com)

Bruice Irungu

Bwege Mtupeni

(meupenibwege@gmail.com)

Elias Righa
(dellarigha@gmail.com)

Cynthia Muthoni
(cynthiamuthoni3020{@gmail.com)

George Kariuki
(geok.mwangil 80@gmail.com)

(ccheror@gmail.com)

Caroline Cheror

Basil Kiragu
(basilkiragu@gmail.com)

Aloys Emmanuel

(emmanuelaloys | 62(@gmail.com)
Cas Wauye

(cassiop giavee? | | @gm ail.com)

Caesar Gitau

(czargitz@gmail.com)

Andrew Young Angie M. Annuity Driving School
(youngandrew550@gmail.com) (angelakemo(@gmail.com) annuitydrivingschool ail.com
Anncarl Mwendwa Anthony Njuguna Gynalyn (taptapgina@gmail.com
mwen nncarl{@gmail. (anthonynjuguna77 @gmail.com)
Formscaff Kenya Hilda Joy (joyhildah@gmail.com) | Gitahi Everlyne
(formscaff. ke@gmail.com) (gitahie9@gmail.com)
Griffins Kimuta Maina Waweru Imani Naitore

| (griffinskimutai@gmail.com) mainawaweru007 @gmail.com imaninaitore@gmail.com

Mercy Waithira

waithmugom2(@gmail.com

1522. The Departmental Committee on Finance and National Planning Committee acknowledge
submissions from the following stakeholders opposing the Integration of the taxpayers’ systems

with the KRA
I. Serah Woanjiru
2. Ken Karanja K
3.
4.
5. Nijoki Njiru
6.

aranjakené? {@gmail.com

Ann Mwanzia ndanumwanzia3@gmail.com

Cyrus Kiiru karanja.cyrus?@gmail.com
Maryline Okoba Marylinenjeri@Gmail.Com

1523. The Departmental Committee on Finance and National Planning Committee acknowledges
receipt of general submissions from the following stakeholders pertaining their rejection of the

Bill in its entirety.
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Hazel Njeru; hazelp.njeru@gmail.com

Fidel Mitchell; lisechefidel@email.com

Brian Mwikya; brianmwilya780@gmail.com

Davis Ngoe; davon |43 @hotmail. com

Chidinma MNkathz; chidimnankatha@gmail.com

Steven Thuo stephanthuo?0| 8@ gmail.com

Victor Mwangilwa mwangilwa0|0{@gmail.com
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Benice Luusa benice luusa@email.com
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. Mitchell Maina mitchellmaina%98(Elgmail.com

11, Moffat Kagiri kagirimoffat{@gmail.com

12. Patrick Ngatia Muriuki patrickngatiam(@gmail.com

13. Rebecca L Cheptumba Vedova rebeccavedova@gmail.com
4. Marvin Gachi mavinngachif@smail.com

15. Macharia wa Karanja jonmachlkar97 @gmail.com

16. Ireri Abdulkarim ireriabdulkarim@gmail.com

17. Jim Koome koomeijim | @gmail.com

I18. Francis Mwangi mwasfran@gmail.com

1524. The Departmental Committee on Finance and National Planning Committee acknowledges
receipt of general submissions from the following stakehclders pertaining their Support of the
Bill in its entirety.

Mau Mau Children Post Colonial Elites

Francis Ohola francisohola@yahoo.com

Gabriel Were gabzwere{@gmail.com

Abdulwasi Abdullahi Ibro abdulwasiibro@smail.com
Silas Kipsang kipsangsilas25@gmail.com

Ephantus Bulimwa bulimwawanyeike@gmail.com
Sharon Kamathi sharonmaorwe(@gmail.com
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CHAPTER FOUR

4.0 POLICY RATIONALE GUIDING THE COMMITTEE IN ITS
RECCOMENDATION

PRINCIPLES AND GUIDELINES INFORMING THE COMMITTEE'S EVALUATION OF
SELECT PROPOSALS IN THE FINANCE BILL, 2025.

1525. The Finance Bill 2025 seeks to enhance tax revenue collection through a combination of
administrative reforms and improved taxpayer compliance. The measures include simplifying tax
laws to make them easier for taxpayers to understand and eliminating redundant provisions that
still exist in the current laws.

1526. However, since the enactment of the Finance Act 2023, the Committee has operated under
a steady set of guiding principles and policies that have influenced its review of various tax
measures, including the Finance Bill 2024, the Tax Laws (Amendment) Act 2024, the Business
Laws (Amendment) Act 2024, and the Tax Procedures (Amendment) Act 2024. The National
Tax Policy, as the overarching framework, along with the Medium-Term Revenue Strategy
(MTRS), has been central to these efforts. These policies aim to enhance predictability and
stability within the tax system, fostering a more favorable business environment. Ensuring
consistency in tax measures enables investors to make informed, long-term decisions without
the disruption of frequent legislative changes, which often create uncertainty and impede
economic planning.

1527. The policy rationale behind Kenya's Medium-Term Revenue Strategy (MTRS) is to create a fair,
efficient, and predictable tax system that fosters sustainable economic development. The MTRS
seeks to increase revenue as a share of GDP from 14.3% to at least 20%, improve tax compliance
from 70% to 90%, and elevate the investment-to-GDP ratio from 19.3% to 25.7% by 2026/27.
These targets are designed to reduce fiscal deficits, enhance equity, and expand the tax base. The
MTRS aims to encourage a stable tax environment that attracts private investment and promotes
economic growth, while balancing revenue mobilization with support for businesses and individuals
facing economic challenges. Ultimately, it aligns tax policy with national development priorities to
finance Kenya's socio-economic transformation.

1528. Building on the foundation laid through the Committee’s prior deliberations, several significant
decisions were made that reflected the core policy rationales of the MTRS. These decisions were
guided by principles of equity, efficiency, and simplicity, ensuring alignment with national
development goals and aiming to optimize revenue while safeguarding economic inclusivity and
investment incentives, and this included: -

(a) POLICY RATIONALE ON PROPOSALS ON THE INCOME TAX ACT SINCE
2023

1529, The Medium-Term Revenue Strategy (MTRS) proposed targeted reforms to the Income Tax
Act aimed at enhancing revenue generation, promoting equity, and improving tax compliance.
These reforms form a key component of the Finance Bill 2025 and are designed to establish a
more balanced, transparent, and efficient tax system that supports fiscal sustainabiliy while
aligning with Kenya's long-term development goals under Vision 2030, the Bottom-Up Economic
Transformation Agenda (BETA), and the National Tax Policy.
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1530. Since 2023, in line with these overarching policy frameworks, the Committee has actively
contributed to the formulation and implementation of several decisions affecting various tax laws.
Some of these measures are reiterated in the Finance Bill 2025, while others remain closely
aligned with the strategic objectives outlined in the MTRS and the Mational Tax Policy. These
include, but are not limited to, the following:

Preferential Corporate Tax Incentives

1531. The Finance Bill 2025 proposes to review and rationalize various preferential corporate tax
rates currently granted to specific sectors. Notably, it seeks to eliminate the 5% corporate tax
rate previously applied to companies engaged in the local assembly of motor vehicles and the
construction of at least 100 residential housing units.

1532. In its deliberations on this proposal, the Committee considered stakeholder submissions
alongside the strategic direction provided by the Medium-Term Revenue Strategy (MTRS) and
the National Tax Policy. The key objective of this proposal is to streamline tax expenditures,
minimize revenue leakage, and promote fairness by applying a more uniform corporate tax rate
across all businesses. Additionally, it aims to enhance predictability and stability within the tax
regime, critical factors in creating a conducive and competitive business environment.

A consistent and transparent tax framework allows investors to make long-term plans with
greater confidence, reducing the uncertainty often caused by frequent legislative changes.

1533. Specifically, regarding the preferential tax rate for affordable housing, a flagship initiative under
the Bottom-Up Economic Transformation Agenda (BETA), the Committee had previously
retained the 15% corporate tax rate during its review of the Finance Bill 2024. This was aimed at
incentivizing investment in low-cost housing and addressing the country's housing deficit.

In the Finance Bill 2025, however, the Committee's amendment signals a broader policy shift
toward enhanced predictability, equity, and consistency within the tax system. This decision seeks
to strike a balance between maintaining a stable fiscal framework and continuing to promote
investment in the housing sector, thereby contributing to the reduction of the national housing
deficit and stimulating growth in the construction industry.

Special Economic Zones (SEZs) and Export Processing Zones (EPZs)

1534, The Finance Bill proposes to limit the tax incentives for Special Economic Zones so that only
licensed SEZ developers, operators, and enterprises can benefit, rather than allowing the
incentive to apply to the entire zone.

This proposal is grounded in the policy objective of curbing base erosion and profit shifting while
promoting tax neutrality and fairness. The current framework has allowed for a broad application
of incentives, which has sometimes led to abuse and significant tax expenditure without
commensurate economic returns. Therefore, the amendment aims to enhance the accountability
and efficiency of SEZ incentives by narrowing their eligibility, ensuring that only genuinely
productive investments benefit.
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1535. During its review, the Committee weighed these proposals against stakeholder views and the
policy direction set in the MTRS and the Public Finance Management Frameworlk. The resulting
recommendation is to support a more targeted incentive framework, ensuring tax benefits are
directly tied to measurable economic outcomes such as job creation, export growth, and capital
investment.

Software Distribution and Royalty Classification

1536. In its previous deliberations on the Finance Bill 2024, the Committee undertook a
comprehensive review of the tax treatment of payments related to software distribution. After
careful analysis and consultation with relevant stakeholders, the Committee concluded that the
mere distribution of software, particularly in cases where the distributor does not acquire rights
to meodify, reproduce, or exploit the intellectual property embedded in the software, does not
meet the definition of an activity that generates royalties.

1537. This aligns with established international tax principles, including guidance provided by the
Organisation for Economic Co-operation and Development (OECD) under its Model Tax
Convention and related commentaries. According to these standards, payments made for the
purchase or distribution of standardized or off-the-shelf software (often referred to as "shrink-
wrapped" software) are generally considered business income or commercial profits, rather than
royalties. This is because such transactions do not typically invelve the transfer or licensing of
copyright rights that would characterize the payment as a royalty.

1538. In recognition of this, and in order to ensure that the Finance Bill 2025 reflects global best
practices and avoids ambiguity in interpretation, the Committee proposed deletion of the
proposal.

Minimum Top-Up Tax

1539. The Finance Bill 2025 proposes that the minimum top-up tax be payable by the end of the
fourth month following the close of a taxpayer's accounting period. This proposal builds on the
Committee’s earlier discussions during the review of the Tax Laws (Amendment) Act 2024 and
the Finance Bill 2024, where it was recognized that the introduction of such a tax is consistent
with a global initiative designed to address base erosion and profit shifting by large multinational
enterprises.

1540. This global initiative, endorsed by over 60 jurisdictions where major multinational
corporations are headquartered or operate, seeks to ensure that these entities pay a minimum
level of tax regardless of where they are located. The Committee previously observed that the
absence of a corresponding provision in Kenya's tax framework could pose significant challenges
to the initiative's effective implementation. Without a domestic top-up mechanism, constituent
entities based in Kenya risk underpaying their fair share of taxes, potentially exposing the country
to revenue losses and reputational risks associated with non-compliance with evolving global tax
standards.

1541. The proposed provision is therefore a critical step toward ensuring Kenya remains aligned
with international tax reforms, protects its tax base, and promotes a level playing field for both
domestic and multinational businesses.
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Advance Pricing Agreements (APAs)

1542. Regarding the proposal relating to Advance Pricing Agreements (APAs), the policy rationale
was to improve accurate revenue determination for entities within Multinational Groups or those
engaging in transactions with related parties. To ensure the effective and transparent
implementation of APAs, the Committee deliberated on this issue during the Finance Bill 2024
and proposed that the Kenya Revenue Authority (KRA) enact supporting regulations. These
regulations should specifically address circumstances involving the cancellation of APAs by KRA,
including provisions that grant taxpayers the right of appeal and address other related procedural
concerns.

Clarification of Income Tax Exemption on Pension Payments

1543. In line with the policy direction set out in the Medium-Term Revenue Strategy (MTRS), which
advocates for a streamlined and fair structure for the taxation of pension benefits, including the
elimination of tax on pension withdrawals made before the age of 65, the issue was also
extensively deliberated by the Committee during the formulation of the MNational Tax Policy. As
a result, the Tax Laws (Amendment) Act, 2024, exempted all pension payments, including lump
sum withdrawals, from income tax. However, certain earlier statutory provisions that separately
exempted lump sum pension payments were not repealed, creating potential ambiguity in the
law. To address this, the Finance Bill, 2025, proposes to repeal these redundant provisions and
similar exemptions to eliminate any confusion. The amendment seeks to make it unequivocally
clear that all pension payments, whether paid as a lump sum or through periodic instalments, are

fully exempt from income tax.
(b) POLICY RATIONALE ON PROPOSALS ON THE VALUE ADDED TAX (VAT).

1544. During deliberations on the National Tax Policy, the Committee recommended, and the
House approved, that VAT exemptions should be guided by clear policy objectives, specifically to
incentivize investment and cushion Kenyans from economic shocks. This approach aims to ensure
that exemptions are purposeful and aligned with national priorities. In line with this, the Medium-
Term Revenue Strategy (MTRS) seeks to address the high VAT gap, currently estimated at 39.8%,
by implementing targeted reforms. Together, these measures are intended to enhance
compliance, reduce revenue leakages, and create a more equitable and efficient VAT systemn that
supports Kenya's socio-economic development goals.

Tax Expenditures Proposals

1545. One of the key issues addressed in the Finance Bill 2025, in line with overarching policy
documents such as the Medium-Term Revenue Strategy and the National Tax Policy, is the
treatment of zero-rating and exemptions. Over the past two years, the Committee has
extensively deliberated on the need for a more effective and principled policy framework that
strikes a balance between reducing the cost of essential goods and services and minimizing tax
expenditures. Tax expenditures though still remain a significant obstacle to sustainable revenue
mobilization, as they often result in substantial revenue losses without clear economic
justification. According to the 2024 report, total tax expenditures rose to KSh 510 billion, a sharp
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increase from KSh 396 billion in 2023, showing the urgency of reforming exemption and zero-
rating policies to enhance fiscal sustainability and ensure better alignment with national
development priorities.

In light of these concerns, and as provided for in the Finance Act 2023, the Committee had initially
resolved, after thorough deliberation, to reclassify certain supplies from exempt to zero-rated.
However, the Finance Bill 2025 has now proposed to reverse this decision, recommending that
the same supplies be moved back from zero-rated to exempt.

« The supply of locally assembled and manufactured mobile phones;

The supply of motorcycles of tariff heading 8711.60.00;

The supply of electric bicycles.

The supply of solar and lithium-ion batteries;

The supply of electric buses of tariff heading 87.02;

Inputs or raw materials locally purchased or imported for the manufacture of animal feeds;

Bioethanol vapour (BEV) stoves are classified under HS Code 12.00 (cocking appliances

and plate warmers for liquid fuel)

I1546. To address this concern, the Committee held detailed discussions on how to strike a balance
between reducing tax expenditures and minimizing the potential economic costs of removing
certain tax incentives. As a result, the Committee recommended reverting the proposed list of
supplies from exempt status, as outlined in the Bill, to zero-rated. This approach aims to enhance
predictability and stability within the tax system, thereby fostering a more favourable business
environment without increasing the cost of goods, an outcome that could otherwise discourage
investment and hinder economic growth. Maintaining consistency in tax measures, the policy
framework enables investors to make informed, long-term decisions without the disruption of
frequent legislative changes. Such stability is essential for effective economic planning and for
sustaining investor confidence in the country's fiscal environment.

N4 AR

(c) POLICY RATIONALE ON PROPOSALS ON THE TAX PROCEDURES ACT

Ensuring Legal and Constitutional Limits on KRA's Access to Personal Data

1547. On the proposal to grant the Kenya Revenue Authority (KRA) unrestricted access to personal
data, the Committee previously deliberated and concluded that such a provision does not meet
the constitutional threshold set under Article 31(c) and (d) of the Constitution of Kenya, which
guarantees every individual the right to privacy. In its analysis, the Committee also referenced
Section 51 of the Data Protection Act, which outlines specific conditions under which exemptions
to data protection may be permitted.

1548. Moreover, the Committee noted that the existing legal framework, specifically Section 60 of
the Tax Procedures Act, already provides sufficient authority for the Commissioner or an
authorised officer to access relevant data, provided they obtain a judicial warrant. This ensures
that tax enforcement powers are exercised within a framework of legal oversight and due
process.

1549. The Committee's position in the Finance Bill 2025 is guided by a clear policy rationale: to
uphold constitutional rights while ensuring effective tax administration through lawful and

Report on the consideration of The Finance Bill, 2025 (National Assembly Bills No. 19—~
of 2025) R



accountable means. Protecting personal privacy and adhering to judicial oversight not only
reinforces public trust but also aligns Kenya's approach with international best practices in data
protection.

(d) POLICY RATIONALE ON PROPOSALS ON THE EXCISE DUTY ACT

1550. During the deliberation of the Mational Tax Palicy, the Committee firmly resolved that Excise
Duty should be strictly applied to luxury goods, communication services, and other non-essential
items, as outlined in the policy framework. |t was emphasized that the category of “other goods”
must explicitly exclude essential commodities such as necessities, food items (whether imported
or locally produced), medicines, and agricultural products. This approach is intended to shield
consumers from regressive taxation on vital goods and services. Consistent with this position,
the Medium-Term Revenue Strategy (MTRS) supports increasing excise duties on goods with
negative externalities, including alcoholic beverages, tobacco products, non-alcoholic drinks, and
sugar confectioneries, and calls for a reassessment of excise duty on betting and gaming to boost
revenue while addressing associated social concerns.

Targeted Excise Duty Reforms on Alcoholic Beverages and Raw Materials to Support Local
Manufacturing

1551. In line with the policy principles outlined in the National Tax Policy and the Medium-Term
Revenue Strategy, the Tax Laws (Amendment) Act, 2024, revised the excise duty framework for
alcoholic beverages by linking the duty to the alcoholic content of the product. Extra Neutral
Alcohol (ENA), with an alcoholic strength exceeding 90%, is a critical raw material used in the
production of spirituous beverages. Recognizing the need to support local manufacturers while
maintaining effective taxation on finished alcohol products, the Finance Bill, 2025 proposes to
introduce an excise duty of KSh 500 per litre on undenatured ENA of this strength, but only
when purchased by licensed manufacturers of spirituous beverages. This targeted measure is
intended to provide relief to manufacturers who are already subject to the increased excise duty
of KSh 10 per centilitre of pure alcohol, ensuring a more balanced approach that supports
domestic production while safeguarding revenue from final consumer products.
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CHAPTER FIVE
5.0COMMITTEE GENERAL OBSERVATIONS.

The Committee having considered the Finance Bill, 2025 (National Assembly Bills No. 19 of 2025)
observed—

I552. In considering the Bill, the Committee observed that the distribution of software does not
constitute an activity that generates royalties. In line with international best practices, the
Committee therefore recommended the deletion of the phrase "and include distribution of the
software.

1553. The Tax Laws (Amendment) Act, 2024, exempted all pension payments, including lump sum
withdrawals, from income tax. However, certain sections that previously provided separate
exemptions for lump sum pension payments were not repealed, resulting in potential ambiguity.
To address this, the Finance Bill, 2025, proposes to repeal these redundant provisions and related
exemptions. This amendment seeks to provide clarity by affirming that all pension payments,
whether received as a lump sum or monthly, are fully exempt from income tax.

1554. In line with the principles of the Significant Economic Presence Tax (SEPT), the Committee
supports the proposal to expand the definition of a digital market. Currently, SEPT is limited to
digital marketplaces, excluding other modern digital platforms such as websites and electronic
networks. This creates an imbalance and potential unfairness in the tax system. To address this,
the Bill proposes to broaden the scope of SEPT to include income earned through the internet
or any electronic network. This expansion aims to ensure a fairer and more comprehensive
approach to the taxation of digital services.

1555. The Committee observed that the KSh. 5 million thresholds for the Significant Economic
Presence Tax (SEPT) create loopholes for revenue leakage. Since non-resident entities or
individuals are not required to file tax returns, the existence of a threshold hinders effective
enforcement and verification by KRA. As a result, KRA is unable to confirm whether the
threshold has been met. To address this challenge, the Committee supports the proposal to
remove the SEPT threshold altogether, thereby enhancing compliance and reducing opportunities
for tax avoidance.

1556. With respect to the Minimum Top-up Tax, the Committee observed that the measure is
intended to align with a global tax initiative already adopted by over 60 countries in which major
multinational corporations operate. The absence of a similar provision in Kenya could undermine
the effective implementation of this global framework and may result in constituent entities based
in Kenya underpaying their fair share of taxes.

I557. It is important to note that, under the current law, interest deductions on mortgages are
typically allowed only for the purchase or improvement of a primary residence. There is no
express provision allowing such deductions for the construction of a residential house. To
address this gap, the Bill proposes to amend the law to explicitly allow interest deductions on
mortgages taken for the construction of a residential house. This change aims to reduce the tax
liability for individuals who finance the construction of their homes through mortgages.
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I1558. The Committee observed that, over the years, there has been no limit on the period for
carrying forward business losses. As a result, businesses have been allowed to carry forward
losses indefinitely. However, this has created challenges in verifying such losses, as taxpayers are
only required to retain records for five years, the same period within which the Commissioner
may amend a tax return. To ensure consistency between the record-keeping period and the
carry-forward period for losses, the Bill proposes to limit the carry-forward of losses to five
years. The Committee, however, amended this proposal to allow for an additional extension of
up to five years, upon application.

1559. Regarding Special Economic Zones (SEZs), the Bill seeks to restrict tax incentives solely to
licensed SEZ developers, operators, and enterprises, rather than granting benefits across the
entire zone. This adjustment is intended to support the policy goals of minimizing tax base erosion
and profit shifting, while fostering fairness and neutrality in the tax system. The Committee agrees
with the proposed changes, observing that the existing approach has allowed overly broad access
to incentives, which in some cases has been misused and led to high tax costs without equivalent
economic gains.

I560. Concerning the proposal to eliminate the |5% corporate tax rate granted to companies
engaged in the local assembly of motor vehicles and the construction of at least |00 residential
housing units, the Committee, after engaging with stakeholders, resolved to withdraw the
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significantly contribute to employment creation, industrial development, and the delivery of
affordable housing. Removing the incentive risked disrupting ongoing investments, diminishing
investor confidence, and undermining national efforts to promote local manufacturing and reduce
the housing deficit. As such, retaining the 15% corporate tax rate was viewed as necessary to
uphold policy stability, encourage long-term investment, and maintain momentum in these vital
areas of the economy.

1561. About the introduction of withholding tax on payments to non-resident ship owners, the
Committee observed that this measure enhances tax compliance and strengthens revenue
collection, especially in instances where such entities have no local presence. The approach
reduces reliance on self-declaration, allowing for earlier and more reliable tax remittance. The
Committee further noted that, with clear implementation guidelines and robust digital systems in
place, the administration of this tax can be both efficient and equitable. Additionally, the measure
aligns with global best practices in the taxation of cross-border services.

1562. Concerning the proposal to reclassify certain supplies from zero-rated to exempt status, the
Committee recommended reversing this decision and retaining their zero-rated status. The
affected items include:

Locally assembled and manufactured mobile phones
Motorcycles under tariff heading 871 1.60.00
Electric bicycles

Solar and lithium-ion batteries

Electric buses under tariff heading 87.02

T e
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v Inputs or raw materials, whether locally purchased or imported, for the
manufacture of animal feeds
v" Bioethanol vapour (BEV) stoves classified under HS Code 12.00

1563. The Committee noted that these supplies were only recently moved to zero-rated status
under the Finance Act, 2023, as part of efforts to support local industries and reduce the cost of
essential goods. Therefore, reverting them to exempt status would undermine the objectives of
that reform and introduce uncertainty into the tax framework. Such a change could increase
production costs, costs likely to be passed on to consumers, ultimately discouraging investment
and hindering economic growth.

1564. The Committee observed that the Export Promotion and Investment Levy was first imposed
in the Finance Bill 2023 during a time when the government policies were indicative of the sheer
effort of the government to encourage local manufacturing and cushion the local manufacturing
market from an inherently disruptive and unpredictable global market. Therefore, there is a need
to allow the existing tariff rates to be implemented, as its effects may not be felt in the short run.
Therefore, reviewing the rates at this time will negate the Government's intention to protect
local industry, spur manufacturing and create jobs.

1565. The Committee emphasized that retaining zero-rated status would uphold predictability and
stability in the tax system, key elements in creating a favourable business environment. Consistent
tax policy enables businesses and investors to plan with confidence, make long-term
commitments, and contribute effectively to the country’s economic development.

1566. About the proposal to remove the word “taxable” from the relevant provisions, the
Committee noted that this amendment is intended to mandate the issuance of tax invoices for
both taxable and exempt supplies. This change aims to address challenges in accurately
determining total turnover and to ensure consistency with the requirement to issue invoices
through the electronic Tax Invoice Management System (eTIMS) for all transactions, except those
specifically exempted under the Tax Procedures Act, Cap 469 B. The amendment is expected to
enhance transparency, improve record-keeping, and support more effective tax administration.

1567. In the matter of granting the Kenya Revenue Authority (KRA) sweeping access to personal
data for tax compliance purposes, particularly where trade secrets or personal customer data
are involved, the Committee observed that the proposed provision does not meet the threshold
set out under Article 31(c) and (d) of the Constitution of Kenya, which guarantees the right to
privacy. The Committee further noted that Section 5| of the Data Protection Act prescribes
clear conditions under which exemptions to data protection obligations may be permitted. In
addition, Section 60 of the Tax Procedures Act already grants the Commissioner or an authorized
officer sufficient legal authority to access necessary data for tax administration, subject to the
requirement of obtaining a court-issued warrant. In light of these existing safeguards, the
Committee concluded that the proposed provision is both unnecessary and potentially
unconstitutional..
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CHAPTER SIX
6.0 COMMITTEE RECOMMENDATION

1568. The Committee having considered the Finance Bill, 2025 (National Assembly Bills No. 19 of
2025) recommends that the House approves the Bill with amendments as proposed in the

schedule,
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CHAPTER SEVEN
T.0SCHEDULE OF PROPOSED AMENDMENTS

19. The Committee proposed the following amendments to be considered by the House in the
Committee stage:
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