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Kenya’s Economic Outlook CDMH

Current Year Tax Performance vs Budget

As of April 30, 2025 Revenue Target
/ KSh 3.36 trillion

S 7 éERgs\',?”'YEAR “““(Includes Appropriation-in-Aid — A-i-A)
TOTAL 6.1% INCREASE
REVENUE (Compared to Sh1,990 trillion in 2024)
N PERFORMANCE P ' pOSEd B . dgEl!:h
Sh2.112 @ AGAINST TARGET KSh 4.24 trillion
trillion 96.5% of Sh2.18 trillion goal é/

(Up from KSh 4.01 trillion in 2024,/2025)

Sourced from Treasury: Budget Summary Report



Kenya’s Economic Outlook

 GDP grew at 4.7% in 2024 and is projected to be 4.6%-
5% in 2025

* (World Bank & KNBS Economic Survey Report)

GDP Growth Rates (2020 - 2024)

7.6%

_0.30, 2021 2022 2023 2024

Sourced from World Bank and KNBS Economic Survey Report



Key Highlights per Sector

i Financial & Investment

4> Real Estate & Housing

Nairobi International Financial Centre (NIFC)
« Startups: 15% corporate tax for first 3 years,
then 20% for 4 years.
* Preferential treatment 15% for 10 years, then
20% for 10 years.
a) Large investments (KES 3 Billion+):
b) HoldCo: 70% local employees in senior
management
c) Regional HQ: 60% local employees in senior
management
* Dividends exempt if company reinvests KES
250M+ in Kenya.

WHT on qualifying dividends and interest
* WHT on such to be a final tax

Removal of Tax Incentives:

» Scrapped: 15% corporate tax for developers of
100+ residential units.

» Scrapped: VAT exemptions on goods for
construction of affordable houses

Interest Deduction:

» Up to KES 360,000 on home construction
loans from formal institutions introduced




Key Highlights...cont

* Manufacturing

Investment Allowance Removed:
» 100% tax deduction for large capital
iInvestments outside Nairobi/Mombasa
withdrawn.

Steel Sector:
« Export & Investment Promotion Levy reduced £ Digital Economy & Technology

from 17.5% to 10% on key steel inputs.
Significant Economic Presence Tax (SEPT):
#% Automotive  Scope widened to include services offered via
internet/electronic networks.
Local Vehicle Assemblers: « KES 5M turnover threshold for non-residents
 Preferential 15% CIT tax rate scrapped. removed.
* VAT now introduced on inputs for passenger
vehicle manufacturing and locally manufactured Digital Asset Tax: Reduced from 3% to 1.5%.
vehicles.
* VAT for electric bicycles and electric buses Excise on Digital Services: Now includes all
changes from zero-rated to exempt internet-based services by non-residents




Key Highlights in Tax Administration

- Tax Administration & Compliance

Tax Administration:

* Tax losses to be carried forward limited to 5 years.

» Commissioner must explain amended
assessments.

« Extension of enforcement mechanisms to non-
residents.

* Issuance of agency notices even when one has
appealed

« Waiver of prohibition to share trade secrets and
personal data.

» Refund processing extended from 90 to 120 days;
audit refunds from 120 to 180 days.

 Extension of timeline for processing income
exemption from 60 to 90 days.

* Timeline for application of VAT refunds reduced
from 24 to 12 months

» Objection timelines clarified; weekends/public
holidays now counted.

Withholding Relief:

* No liability on withholding agents if the recipient

has paid the principal tax.




Key Highlights...cont

1l Deals Structuring

Stamp Duty Exemption:
* Transfer of property by a company to its
shareholders now exempt
a) property is transferred to the shareholders in
proportion to their shareholding
b) shares should be in a subsidiary of the
company undertaking the transfer
CGT Exemption on SEZs
 Gains from transfer of property within an SEZ by
a licensed SEZ entity exempt from CGT

—+ Transfer Pricing

Advance Pricing Agreements (APAS):
* Introduced to offer certainty in transfer pricing
for multinational and related-party transactions
(from Jan 2026).

Minimum top-up tax:
» Payable by the end of the fourth month after
companies' year end




Key Highlights for Employees;;

Currently After introduction of the ‘ @ @ H

proposal on 1 July 2025

(KES) (KES)

Gross Pay 100,000 100,000

NSSF Tier 1 (480) (480)

3540 @s40) [ AL empioren, et g P " © B
Social Health Insurance Fund (SHIF) (2,750) (2,750) Tax free per diem increased from 2,000 to
Housing levy (1,500) (1,500) 10,000

Personal relief - (2,400)

Allowable Deductions (8,570) (10,970)

Taxable Pay 91,430 89,030

PAYE (Graduated Scale) 22,212 21,492

Personal relief (2,400) -

PAYE Payable (19,812) (21,492)

SHIF (2,750) (2,750)

NSSF (4,320) (4,320)

Affordable Housing Levy (1,500) (1,500)

Total Deductions (28,382) (30,062)

Net Pay 71,618 69,938




Public Participation Notice

WHEREAS. Acticle 18(1) (b) of

INVITATION TO SUBMIT MEMORAND

ua—q—-‘

THE NATIONAL ASSEMBLY
THIRTEENTH PARLIAMENT - FOURTH SESSION (2025)

mmmwm&m)wmm
IN THE MATTER OF CONSIDERATION BY THE NATIONAL ASSEMBLY OF THE FINANCE BILL, 2025 (NATIONAL ASSEMBLY BILLS NO. 18 OF 2025)

considering Bills to facikitate public particiation:

1 facilitste public

relating

TaxAct. TaxAct. the Tax Pr Aet.

others —
(3] clean up varius defintions of terms which have sither

warth one billlon outsde Naiwobi and Mombass and
ast
S hvmivad sukdeniiel e vy or & cempmey whese

) provide that sl contributions ané other peyments it and

(©) incrassa the st that
recaives

Saveling, erietavomeot ar sther sikwence (per o),
in raapect of o pasiod apunt ovtelde the uonel ploce of werk

whils on offical duti amount is being.
Yehs. 2,000 ta Kehs. 10,000, tak mn-m-mnu

(5] reduce the axgtal asset tax rate from theee —c.« 3%)
ta ane peint five (15%) percent, and peavice for the rate
o tax o iinge Danoths gosuided by = emplove te bu the
corporate rate of tax (30%).

(2) The B4 seeks tc amar the Value Added Tax Act (Cap. 476) to.
2mng cthers —

(a) define 3 tax imuice to mean an slectromc tax swoice issued
e the Act,

public sector.
(€) provide for the esemption from income tax of vaiaus
somances mcludng nt of gratuity and other

a Roensed economic zane deveioper. enterpre

o o jaims on transter jas

o securites exchangs Kcensed by the Caphal Markats
art dwidends pad by 8 the

Mot ot rmttionss Fininetel Easire Actharity whare the

campany relrwests at feast twe hundrec and ity million

ahlings in Kenya. i thet year of income:
(€] inchicls the supply of goces to a public entity and the sale
513 in respect 1o income dermwed from Management

ssonsi Fess. This s s » consequence of previous

2024

inchichng thraugh a digptal markatpiace;
(8) remeove the threshald af annual turncver af five millian that
yos et fram the Significant Econarmic Presence Ta,

'

) ehance the --m-m. o the collection of the Minamum Top
hat it shal be payable by the end of the
faurthmenth after the end of the year of mcome.

(1) mmeove the pewar f the Commssioner to detarmine the
amount to be st and resscrable as mpresenting the
diminution (n value of ary implement, utensil, or similar
aeticle, nat beig machinery or plant in respect of which &

iy be made:

M emet e

“smartcads” ané
e phermaenema, vhsibver o sk reserded of ol hending
852

masters
dincs. m-!un.wmdchs- 7 oo st
by the Caturat Secretary responsitue for matters retating &
hesith:

ious ftems from exempt to standad rate
locally =1

vaticles for tourats

materisls csed m the manufacture of passenger motor

vehicles. and

reciasaify varcus Rtems from zera rata to

v = e meteriols (sither roducnd um..ml
' mans facturing medicaments: nputs < mw mater

(5) The B4 ceets 1o smerd the Tax Procedures Act (Cap. 4698)

regLarly mew nd coils of cacula Cuss-secton.

w

(6) remove the services of radic or telewsion
Sinte s e demnd Y S s s i i Ry
the recipient of the supply s & registerec or unregistered
mnnl-ﬂ:llllhﬂ-'du“ﬂﬁlmn

(€) remove the sbigation f the Commessiones ts offset excess

¢ imparted for
faeds: transportation of sugarcane from farms to muling
factanes: supgly of lecally assembled and manu

Suble sherx supply of meboecyier of Sl bt
STR.00.00: supols of shovee Wepses: ety o

[3) mauwe the Commissioner tz speciy the meson for an
amences sservmart
(0] provide that if » persce whe was seqs sed i poy the tas has.
et the tas. then the person who was requred 1o methhokd
ta pay

e creit fo gt
ot o e winiid by appeinted tar sgents.

() reckice the for clarming excess tax from taenty four
{50) manth e bwsive (12) bt

() remove obactets saving provisns made in the year 2022
which ware 1 last for twehve (12) manths, since they lapaed
n

(1) rechuce the pariod within which a regrstare
 supply may apely for 3 refund of aiready paid tax  they do

haachng 87.02 ared Buosthan vapous (BEV] stoves classas
Unter WS Code TIZ112 00 (cothing spwdamces and plote
warmers for b fuel).

n)m-muumm-l-—-.uham-

o

vt the s el b dighel mackatplocs” and
“non-resdent persan®

«

Commisscnes may iR the securty cnce the habity has
Been pact

(4] clarty that non-rese ere who are subget 1o tax I
Kearya shall b sbyect 10 tha pewer f the Camemsesionas to

m.-u].-nu--am_. forther L fe] to clean up Sectien 424 f= retsin ey one penalty and.
e e ey b cond o ot s VAT Kera,shal be Goemed ic e made i Kemyn. e services Aather. ta provide that the penaity s anly on the ameunt nt
are ceramed in Kany: gy et ot e e st
() poostin that, with reapct 4o sppicaion far o heonce, the post =
omvresoner shall saue the lcence with fourten (14) o e
p St mest of the el document N e S iioner

dispases of or uses the goods ar serdces

the grcds or services were exsmpted or sero rated shad be

10 eslommify cherafs and sircisis parts, thet s, o8 guode and
oot of Chapter 88, deectio

imported ircraht cperstars or persons
angaged o the business of swcraft maintenance upon
competent for

vl awiation trom exempt status to standard rate VAT.

deduction,
Cabirat sm-wy ana based an the recommandation of the

pericd of are year until June 2028, including—

(1) other self-adhesive pistes, sheets, fim. foi, tape. strip
and ofher flat shopes, of plastics. whether or not in
relfs of tarifl number 319.90.90. but mciuding hose

e may make 2 ducision sha begn te run trm

aet AbicanC
that mest the £33t African Commasnty Au) ossl g
[®] -—nm-amummnnm
fod and plastics. nercelular and

() prekesd Febvmens of i) hiide containing by wight

Camiemipr; ) Dot less than 6% f ather plates. shewts, flm, fol

&) remove bo! f Sifty acres or mere. and strg. of piastics. nanceluisr ard not renferced.
Conventicn and conferarce (alities upon racommendaten ted, suppurted ar v

in Kenya in filing of & country-by-country repart with the by the Caturet Secratary reapanible for matters relating 1o materials of tuil rmbe 3620.43.90, but sscheing

Commisuioner wratg from East Afncan Commmirdy Pacnes

States that meet the East Atncan of

1) provide fur the pawes of the Cammissianer te enter into
Advance Pricag Agreements,

(m) provids thet whare s incorpurhd busiomes apples (s htor

(1) detete the exciu.sian of 1rade secrets ane private or personal

Butners. from data ¢ Formation mhch may be integ siad

lodgement cf an otyection 12 the Comeauicner an sppesl ta
Tax Appesis Tribunal_ an sppeal ts the Mgh Court e
0 the Court of Appeai which prowdes that the camputston

and

() empewer the Cabinet Secretary to watve any peraity or
terast impoted urcer the Act cue 1o an e geresated by

30 electzonic tax wystem.
nmm-—u.-—dm-—.hmuqu

iyalyl estars o¢ other pabyesters of other
N

On 12 May 2025, the Departmental Committee on Finance
and National Planning published a notice inviting the public
to make their submissions on the Finance Bill, 2025

Memos to be submitted to Parliament or through email
financecommitteena@parliament.go.ke and
cha@parliament.go.ke

Deadline: 27 May 2025 at 5:00 pm

manths, n-nMthumhh aliowed

n) provide for the daduction s ar pratits which
5 chargmabde b0 tne prodeosiey (1) derived from the
©f 8 ship cwner or charterer. The pravisien it

the Catunet Secrotary befors the
reapect

elating o failure 16 deduct tas. as thess ofences and

=) deduc tiar

blwﬂwnlllh--ﬂh
af the exempted taxatie goot & 4 made Ak

(1) Goods imperted or far the direct and
wclusive use i the constructen of houses under an

e rebevant law and nat theough an application.
) mquire sia

untaxnd gaira or profits in respect o
Self- maensment.

Finance sed

A copy of the Bill s svalable st the Natsona Assembly Tatse Office
Parkament Webste (£1c amm sociacnit g kel

(s) wtwnd the time, ty (60) to within Adrican Commurity Partoer States that meet the Cast = ™ 00 the
may asue taw o o
Increase escme Soets of Lndenstured estra
Dovary ar datres of he i, o fo the advancermandof ) it it of skl it scesdog SU% 5. MIOROGE. CBS
- by licanved mamitactices of sprfuou
(1) remawe the irwestiment deductians wlated t investments [~ 1° May, 2025

'For the Welfare of

ociety and the just Government of t



mailto:financecommitteena@parliament.go.ke
mailto:cna@parliament.go.ke

Next Steps

Public Participation Stage

Public has been invited to make submissions by 27 May 2025

A 4

Committee & Report Stage

Departmental Committee on Finance and National Planning will compile a report based on submissions and provide its recommendations for debate in
Parliament

Parliamentary Debate

MPs will debate on the Bill in its entirety and take a vote.

Assent by President

If approved, the Bill will be submitted to the President for assent. If passed it will become law and take effect on 1 July 2025, and some provisions on 1
January 2026.
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