
































































































































SECTIONS AFFECTED

BEFORE THE AMENDMENTS

AMENDMENTS

EFFECTS OF THE
AMENDMENTS

intersest, pension or retirement
annuity shall be charged for
any year of income at the appro-
priate non-resident rate for
such year of income

6) Section 35(3)

_Every person shall upon payment

" of any amount to any person
resident or having a permanent
esteblishment in Kenya in
respect of any dividends or any
interest on a loan or deposit othej
than a loan from or deposit with
any financial institution speci-
fied in the fourth schedule which
is a resident or which has a
permanent establishment in Kenya
which is chargeable to tax,
deduct there from tax at the
gppropriate resident withholding
rate; provided that this
section shall not apply to any

’

The words '"four hundred

‘shillings" and "three hundred

shillings" are deleted from
the proviso and the following
words substitued "two hundred
shillings in the year"

and "one hundred and fifty
shillings in the year"
respectively.

Payments in respsct

of dividends and interest
subject to withholding tax !
are increased vhich means
that taxsble income is
increased :
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SECTIONS AFFECTED

BEFORE THE AMENDMENTS

AMENDMENT'S

EFFECTS OF THE
AMENDMENTS

(ii) on capital expenditure
referred to above incurred by
the lessee.

(iii) on capital expenditure
incurred on the construction

/6? ‘a bui lding subsequently

in use as a hotel, where such
construction or extension
commenced after lst January,
1974 and such building or
extension is certified as an
industrial building.

(iv)On the purchase of
machinery to be installed or
used solely in the hotel.
(v)On capital expenditure
incurred on the purchase of

machinery to be installed in a
building other than an indust-{.

rial building and the

or any such part previously
used for the purpose of manufac-
ture such machinery should be
subsequently used for the
purposes of manufacture and such
machinery should not have been
insltalled substantially in
replacement of machinery
previously 1in use in an existing
business carried on by the owner
of such new machinery.

. (e) On the construction of a

hotel building which is
certified as industrial building.
The deduction is only allowed

in the first year of use.
Paragraph 24(2) is added and it
includes the following:-




machinery is subsequently used
for the purposes of an approved
business and such an
expenditure has not been

‘inctﬂ'r/\ed substantially for the
- replacement of machinery

previously in use in an existing
business carried on by such

owner or lessee.

(a) Where under subparagraph (a)
of paragraph 24(i), a building
is used partly for cther
purnoses, the capital expendi-
ture on which the deduction in
respect of the building is
calculated shall be the capital
expendi ture attributed to that
portion of the building which is
used for the purposes of
manufacture.

However, where the capital
expenditure so attributable
exceeds nine-tenths of the total
cepital expenditure incurred on
the construction of the building
the whole building shall be
treated as used for the purpose
of manufacture.




(b) Where an existing building is
extended by further construction the
extention shall be treated as a
separate building.

(c) Capital expenditure incurred
on the construction of a

building does not include any
capital expenditure on the .
acquisition of or of rights in or
over any land.

(d) Definitions of the following
words, building, installations
manufacturing and new.
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9) Third Schedule The corporation rate of tax shall ] Paragraph 2 is deleted and the The amendment

Head B be eight shillings in each twenty following new paragraph increased the tax
Paragraph 2 shillings save in the case of:- substitued. The corporation payable by corporations.
Income Tax Act a) the total income of a non- rate of tax applicable to income

No. 16 o 1973 resident company baring a perma- for the year of income 1974

nent establishment in Kenya when and for each subsequent year
the rate shall be mine shillings

and fifty cent® in. each.twenty
shillings. shillings in each twenty

of income shall be nine

b) that part of the total income shillings save in the case
of a company which relates to o

income derived from the mining :_
of specified minerals when the '
rate shall be four shillings and
fifty cents in respect of each
twenty shillings of such part of

{

(a) the total income of a non- |

resident company having a I

permmanent establishment in Kenya ;
when the rate shall be ten

| shillings and fifty cents in

income. each twenty shillings.




Provided that the rates shall

be eight shillings in each
twenty shillings of such part

of the total income from the fifth
year and in each subsequent year,
after the first year in which
such company is liable or would,
but for the provisions of
subsection (4) of section 15 of
this Act become liable to pay
corporation tax.

(b)that part of the total income
of a company which relates to
income derived from the mining of
specified minerals when the rate
shall be five shillings and

fifty cents in respect of each
twenty shillings of such part of
the total income.

Provided that the rate shall be
nine shillings in each twenty
shillings of such part of the
total income from the fifth year
and in each subsequent year after
the first year, in which such
company is liable or would but for
the provisions of subsection (4)
of section 15 of this Act,

become liable to pay corporation tax.









13)Sixth Schedule
Paragraph 7
Subparagraph (b)
INcome Tax Act
No. 16 of 1973

|

Where under this Act (b) any sum
is deemed to be an amount received
under an approved pension scheme,
in any year of income prior to the
commencement of this Act, then an
assessment in relation thereto
for such year of income may be
made as if such sum or portion, as
the case may be, had been income
charged to tax under the
Management Act.

Subparagraph (b) is deleted and
paragraph 11 is inserted
immediately after paragraph 10.
11)Where, after the commencement
of this Act, any payment is

made in respect of the refund or
return of contribution made or
premium paid, prior to the
commencement of this Act,

under the approved pension
scheme, approved fund, approved
annuity contract, approved
trust, scheme or approved
provident fund mentioned in
subsections (1) (2) (3) nd (4)
of section of the Management Act,
such payment shall in the

manner and to the extent
provided in those sections, and
in paragraph (c) of section 3 of

This amendment increases
tax on dividend income

and reduces tax on pension
or retirement annuity
from partner states.

6t



the Management Act, be deemed to be
income charged to tax under :
paragraph (e) of subsection 2 of
section 3 of this Act.

Provided that:-

(a)references in subsection (2)

of the said section 8 to any

year of income shall be

construed as meaning any year of
income prior to the commencement

of this Act

(b)references in subsection 2 of the
said section 8 to ''the year of income"
and "the relevant year of income"shall
be construed as references to the
year ending 3lst December, 1974.

(c) in subsection (2) of the said
section 8 of the Proviso thereto
shall be read and construed as if
the following words were deleted
namely




(i) which expired earlier than the
year of income (hereinafter
referred to as the relevant year
of income) prior to the year of
income

(i) in which it was received
(ii) in the case of a policy,

in which the policy was

assigned or transferred

(iii)in which the employee left
the service of the employer

(iv) in which the person died
whichever is the earliest and
(ii) in excess of one year of the
period

(d) Subsections (3) and (4) of the
said section 8 shall apply only
in respect of contributions made,
or in the case of paragraph (a)
of subsection (4) thereof in
respect of any pension right

Transitional provisions
regarding refund or
return of contributions
made or premiums paid
prior to the commence-
ment of this Act, under
an approved pension
fund are elaborated.
This elaboration is
intended to simplify
that part of the Act so
that it can be understood
by the reader.
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in this Act, have effect as
if such arrangements were
contained in this Act.

Kenya with a view to affording
relief from double taxation in
relation to income tax and any taxes
of similar character imposed by the
laws of that country shall, not
withstanding anything to the
contrary in this Act or in any
other written law, have

effect in relation to income tax,
and every such notice shall,
subject to the provisions of this
section, have effect according

to the tenor.

(2) Any such arrangements may
include provisions for relief from
tax for periods before the
commencement of this Act or

before the making of the
arrangements.

By declaring double
taxation arrangements
in a notice the public
is made aware of such
arrangements and
therefore those affected
by double taxation can
claim the relief.
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(1) receiving full-time
education or

(ii) Serving full-time under
articles or indentures with a
view to qualifying in a trade
or profession or

(iii) totally incapacitated
either mentally or physically
from maintaining himself and
was resident in Kenya or in a
recognized institution abroad shall
in respect of each child not
exceeding four in number, be
entitled to a personal relief, in
this Act referred to as the
child relief,

Provided that no such relief
shall be granted in any year of
income in respect of any child who i%
entitled in his own right in such
year of income to income

competent court Oor’

(b) who wa over the age of eighteen
years on such a date and who was:
(i) receiving full-time education
(ii) serving full-time under articles
or indentures with a view to
qualifying in a trade profession; or
(1ii) totally incapacitated either
mentally or physically from
maintaining himself and was a
resident in Kenya or in a recognized
institution abroad shall for such
year of income be entitled to a
personal relief, in this Act
referred to as the special single
relief referred to in section 31.
(2) In this section the expression
"child" includes a step-child and a
child who has been legally adopted
but does not include any individual
who is entitled to or receives,

The introduction of
special single relief
enables single people
with children to claim
more allowance than
single people without
children. The relief
is therefore aimed at
establishing vertical
equity.



exceeding eighteen hundred
shillings.

2) In this section the
expression "child" includes a
step-child and a child who has
been legally adopted.

in his own right in any year of
income, income exceeding eighteen
hundred shillings.

55) First schedule
Part 1

Paragraph 4
Income Tax Act
Revised Edition
1977

The income of :

The Tea Board of Kenya

The Pyrethrum Board of Kenya
The Sisal Board of Kenya

The Kenya Dairy Board

The Canning Crops Board

The Central Agricultural Board
The Pig Industry Board

The Wheat Board

The Pineapple Development
Authority

The Horticultural Crops
Development Authority

The Kenya Tea Development
Authority

The income of the Settlement
Fund Trustee is added to
Paragraph 4.

The amendment encourages
people to set up
the said funds.












59B) Section 3
Subsection 1
Income Tax Act
Revised Edition
1977

Subject to, and in accordance

with, this Act, a tax to be known
as Income tax shall be charged for
each year of Income.

(a) In the case of a resident
person, upon all the income of such

person which accrued in or was
derived from Partner States and

(b) in the case of any other
person, upon all the income of such
person which accrued in or was
derived from Kenya.

Subsection (1) is deleted and

the following subsection
substituted

(1) Subject to, and in accordance
with, this Act, tax to be known
as Income tax shall be charged
for each year of income upon all
the income of any person, whether
resident or non-resident, which
accrued in or was derived from

Kenya.

Definition of income is

now restricted to the

income arising from Kenya

and not from the Partner
States because the East
African Community is no longer
in existence.

60) Section 5
Subsection (2)
Paragraph (b)
Income Tax Act
Revised Edition
1977

For the purposes of subparagraph
(a) (ii) of subsection (2) of
section 3 of this Act 'gains or
profits'" includes:

(b) Save as otherwise expressly
provided in this section, the value
of any benefit, advantage, or

In paragraph (b) the words ''one
thousand shillings" are deleted
and the words '"two thousand
four hundred shillings"
substituted.

This amendment lessens the
tax burdens of the tax payers.

16



facility of whatsoever nature
of aggregate value Whereof is
not less than one thousand
shillings granted in respect of
employment or services rendered.

61) Section 5
Subsection 3
Income Tax Act
Revised Edition
1977

No paragraph b

A paragraph is inserted
immediately after paragraph (a)

of subsection 3.

3) In paragraph (e) of subsection
(2) of this section, the value of
premises, excluding the value

of any furniture or other contents
so provided, shall be deemed to be
b) In the case of an agricultural
employee required by the terms of
employment to reside on a

plantation or famm, an amount equal

to ten per cent of the gains or
profits from his employment,

excluding the value of such premises,

and for the purposes of this

By reducing the

housing charge to 10%
the amendment encourages
more people to work on
farm thus boosting
agriculture.
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a) on remuneration for services rendered
by the non-resident directors (other than
whole-time service directors) of a non-
resident company the directors whereof have
a controlling interest therein, in excess
of five per cent of the total income of
such company, calculated before the
deduction of such expenditure, or of twenty-
five thousand shillings, whichever is the
greater, so, however, that in no case shall
a deduction in excess of one hundred and
fifty thousand shillings be allowed

b) on executive and general administrative
expenses except to the extent that the
Commissioner may determine such

expenditure to be just and reasonable.

001



68) Section 24
Subsections (1) (3)
and (4)

Income Tax Act
Revised Edition
1977

(1) Where the Commissioner is of the
opinion that a private company has not
distributed to its shareholders
dividends within a reasonable period,

not exceeding twelve months, after the
end of its accounting period such part

of its income for that period as could

be so distributed without prejudice to the
requirements of the company's business, he
may direct that such part of the income
of the company shall be treated for the
purposes of this Act as having been
distributed as a dividend to the share-
holders in accordance with their
respective interests and shall be deemed to
have been paid on the date twelve months
after the end of such accounting period

The word '"private" is deleted
from subsection (1) and (4)
subsection (3) is deleted.

Shortfall now applies to
both private and public
companies. Tax

avoidance is thus minimized.
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69) Section 34

Subsection (2)

Income Tax Act

Revised Edition
1977

(2) Tax upon the income of a non-resident
person not having a permanent establishment
in Kenya, other than a person resident or
having a permanent establishment in
another Partner State, which consists of:
(i) any management or professional fee

(ii) any royalty

(iii) any rent, premium or like consideration
for the use or occupation of property
(iv) any dividend

(v) any interest

(vi) any pension or retirement annuity
(vii) any payment in respect of any
appearance at, or performance in,

any place (whether public or private)
for the purpose of entertaining,
instructing, taking part in any
sporting event or otherwise diverting

an audience or

The commas are delted from
subsection 2 and the words
"other than a person resident
or having a permanent establish-
ment in another Partner State
are : akso--deleted.

Same as No. 66

€01










72)Section 35
Subsection (1)
Revised Edition
1977

Every person shall, upon payment of any amount to
any non-resident person not having a permanent
establishment in Kenya, other than a person
resident or having a permanent establishment in
another Partner STate, in respect of:-

(a) any management or professional fee

(b) any royalty

(c) any rent, premium or like consideration for
the use or occupation of property

(d) any dividend

(e) any interest

(f£) any pension or retirement annuity

(g) any appearance at, or performance in, any place
(whether public or private) for the purpose of
entertaining, instructing, taking part in any
sporting event or otherwise diverting an
audience, or

The words and commas
"other than a person
resident or having a
permanent establishment
in another partner state"

are deleted.

Same as No. 66
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Provided that this subsection shall not apply
to the transfer of investment shares as
defined in Part II of the Eighth Schedule

in which event tax shall be deducted in
accordance with that Part. '

75) Section 40

Income Tax Act
Revised Edition

1977

(1) If any resident person chargeable to tax
in Kenya for any year of income or income
accrued in or derived from another Partner
State proves to the satisfaction of the
Commissioner that he has paid inter-state

tax in such Partner State for such year of income
in respect of the same income, he shall be
entitled to relief by way of credit from the
tax so charged in Kenya on such income.

(2) The tax chargeable on income of any person
in respect of which credit is to be allowed
under this section shall be taken to be the
amount by which the tax chargeable (before
allowance of credit under this section)

in respect of his total income is increased

py the inclusion of such income in his

total income:-

section 40 is repealed.

Definition of income

is to be restricted

to the income arising
from Kenya and not from
the Partner States.
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83) Third Schedule
Head B

Paragraph 4
Income Tax Act

Revised Edition
1977

The interstate tax rates shall be:-

(a)in respect of any management or professional

fee, twenty per cent of the gross amount payable

(b) in respect of any royalty, twenty per cent
of the gross amount payable

(c) in respect of any rent, premium or like
consideration for the use of or occupation of
property, thirty per cent of the'gr'oss amount
payable.

(d) in respect of any dividend, fifteen per cent

of the amount payable

(e) in respect of any interest, twelve and one-
half per cent of the gross amount payable

(f) in respect of any pension or retirement
annuity, five per cent of the gross amount
payable

(g) in respect of any appearance at, or perfor-
mance in, any place (whether public or private)
for the purpose of entertaining, instructing,
taking part in any sporting event or otherwise
diverting an audience, twenty per cent of the

gross amount payable

Paragraph 4 of Head B
is deleted

The inter-state rates
are abolished.

it






85) Eight Schedule
Paragraph 12(a)
Subparagraph 2

Income Tax Act
Revised Edition
1977

Any person aggrieved by an opportionment
of any amount or sum by the Commissioner
under subparagraph (1) of this Paragraph
may appeal therefrom to a local
committee.,

Subparagrah (2) of paragraph
12 is deleted.

Appeal to the Local
Committee is withdrawn
in the said
circumstances.

86) Section 5
Subsection 3
Paragraph b
Income Tax Act
Cap 470
Revised Edition
1977

In paragraph (e) of subsection (2) of
this section, the value of premises,
excluding the value of furniture or
other contents so provided, shall be
deemed to be

(b) in the case of any other employee
an amount equal to fifteen per cent

of the gains or profits from his
employment, excluding the value of such
premises, subject to a limit of the rent
paid by the employer if this is paid
under an agreement made at arms length
with a third party

The following words are
added at the end of para-—
graph (b) "and agricul-
tural employee" includes

a whole-time service
director but does not
include any other director"

For a whole time service
director 15% of gains or
profits from employment is
considered the value of the
premises provided by the
employer.

=
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95) Third Schedule
Head B

Paragraph 3

Income Tax Act
Revised Edition

1979

The non-resident tax rates shall be:

(a) in respect of any management or
professional fees twenty per cent of the
gross amount payable

(b) in respect of any royalty thirty
per cent of the gross amount payable

(c) in respect of any rent, premium

or like consideration for the use of

or occupation of property, thirty

per cent of the gross amount payable

(d) in respect of any dividend fifteen
per cent of the amount payable

(e) in respect of any interest twelve and
one-half per cent of the gross amount
payable

(g) in respect of any appearance at, or
performance in, any place (whether
public or private) for the purpose of
entertaining, instructing, taking part
in any sporting event or otherwise
diverting an audience, twenty per cent of

In subparagraphs (a), (b), (g)
and (h) the word "twenty" is
deleted and the word '"thirty"
substituted.

In subparagraph (c) the word
‘thirty is deleted and "forty"
isubstituted. In subparagraph
!(d) the word "fifteen" is
‘deleted and the word twenty
substituted.

In subparagraph (e) the words

"twelve and one-half" are deleted
and the word twenty substituted.

The non-resident tax
rates in respect of
various types of
income are increased.
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101) Third Sechdule
Head B

Income Tax Act
Revised Edition
1979

Head B

1. The Individual rates of tax shall

be

the
the
the
the
the
the
all

P EReERELL

next
next
next
next
next
next

total income over

the first £1,200

£1,200
£1,200
£1,200
£1,200
£1,200
£2,400

£ 9600

Rate in
each Twenty
Shillings

2.00
3.00
5.00
7.00
9.00
10.00
12.00

13.00

Paragraphs 1 and 1A are deleted and
the following new paragraphs inserted:

1. The Individual rates of tax shall be:

the next
the next
the next
the next
the next
the next

S8R 8LLSS

the first £1,500

£1, 500
£1,500
£1, 500
£1,500
£1,500
£3,00

the total income

over £12,000

Rate in
each Twenty
Shilling

2.00
3.00
5.00
7.00
9.00
10.00
12.00

13.00

The Individual
rates of tax and
the wife's employ-
ment income rates
of tax are changed.
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109) Section 12
Subsection 1
Income Tax Act
Revised Edition
1979

12(1) Where

(a) in computing gains or profits a deduc-
tion is allowable in respect of a payment
made under a contract of hiring of an

asset of any description and

(b) before, at or after the time when the
payment is made the parties to the
contract enter into an agreement under
which the ownership of, or any interest in,
the asset passes to the person who made the
payment or to an associate of his in return
for a capital sum which is less than the
true market value of the asset at that
date, the person or associate, as the

case may be, shall be chargeable to tax

on the amount by which the true market
exceeds that capital sum.

The words '"or the notional written
down value of the asset, which ever
is greater" are inserted in sub-
section (1) after the words

"market value"

Where the true market
value is less than the
notional written down
value the latter is
used for purposes of
section 12(1).

GET







111) Section 15
Subsection (3)
Paragraph (c)
Income Tax Act
Revised Edition
1979

15(3) Without prejudice to subsection (1) in
ascertaining the total income of any person
€or any year of income the following amounts
shall be deducted:-

¢) any amount paid during such year of income
by such person which is chargeable under
paragraph (d) of subsection (2) of section
3, or would be so chargeable if it were
derived from Kenya.

Provided that, if such person was entitled
during such year of income to any income
which is not so charged, the deduction under
this paragraph shall be such proportion of
such amount as his total income under this
Act ascertained before any deduction
allowable under this paragraph bears to

his income from all sources for such year

of income.

Subsection (3) (c) is
deleted.

Alimony ceases to be
deductible for tax
purposes.

Same as no. 108

LET






114) Second Schedule
Part 1II

Paragraph 8

Income Tax Act
Revised Edition

1979

8(1) The written down value of each class
of machinery referred to in subparagraph
(2) of paragraph 7 shall be calculated
separately as at any time and shall be
the amount still unallowed of any
capital expenditure on machinery of such
class as construed in paragraph 9 of the
second schedule of the Management Act,
with the addition of the costs of any
capital expenditure on any machinery

of that class purchased and the
deduction of the amount realized on the
sale of any machinery of that class

sold in the year of income 1974, or

any succeeding year of income, less:

any deductions made under this Part, and
where the amount realized for machinery
of any class sold in any year of

income exceeds that which, but for the

In paragraph 8 (1) a new

proviso is added

Provided that the cost of capital
expenditure of machinery acquired
under an agreement referred to

in section 12(1) shall be deemed to
be equal to the amount chargeable to
tax under the provisions of that
section, and that cost shall be
deemed to have been incurred in

the year of income immediately
succeeding the year of income

in which the period of hire ends.

Proviso is added to
paragraph 8(1) to
cater for the cost of
machinery incurred
under collusive
agreement of hiring.
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