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Matters Compliance
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Like most countries In Africa, Kenya operates a

self-assessment tax system where taxpayers
evaluate their business operations, compute tax
liability or net loss for the relevant period.

Key taxes applicable in the East African country
Include iIncome tax, (VAT), excise duty, Cuctoms
duty, stamp duty and statutory payments such as
the NSSF, NHIF, NITA,
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Economy at Large

Our economy Is on “Fuliza” Mode
We cannot borrow ourselves to prosperity

39 banks, 14 Microfinance, 1,353 unregulated
Sacco's, 16 regulated Sacco's,

More than 100 Digital lenders most of them
unregulated, 14 M loans blacklisted out of 110
Million Acs



Tax to GDP Ratio
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Taxing I1s a component to finance the government

70% of Govt Expenditure Is financed through Tax
With a Tax to GDP ratio of 18% = Av Performer
Developing countries ratio 1s 40 to 50%

India Is around 10% , Mauritius 18%, Rwanda 15%



Reasons for low Tax to GDP

Ratio

1. Narrow tax base.
2. There Is large scale tax evasion.
3. Weakness Is tax administration

4. Corporate have tendency to avoid tax.



Are our tax policies Wrong

We need to address policy engagements

Structure our economy and stop relying on
agriculture

Stop comparing Kenya GDP to Japan GDP

We have a skewed Income structure where majority
are low income earners
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Tax Incentives - Misused X

Developing countries grant exemptions to attract
Investments

In Kenya we lack a frame work to monitor the
effectiveness of the incentives.

There is poor surveillance and compliance
complicated by Govt structures, poverty level and
Issues with our economy



Practical Issues
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Problems at Hand Problems at hand

. 1E)ic_l ?‘GR reduce the cost of = Interest Rates on savings are
reight dropping

« Did geothermal Power reduce
cost of Electricity

» Are the huge Investments
beneficial or a form of Political
Legacy

e Gov borrowing locally and abroad
to meet recurrent expenditures.



Practical Solutions

Options to revice the Economy Options to revive the economy

= Stop Tolerance to Bad behaviour = Debt rescheduling and

- forgiveness
= Rationalise Government

expenditure = Seal revenue loopholes

= Do no Increase Taxes Expand debt tenure

: = Increase in taxes
= Encourage Manufacturing

= Stop over commitment in
public spending



Economy at Large
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Economy Live within your means, lender tells the government 1

Higher taxes.
job cuts as

International Monatary
i Fund Managing
i Goorgieva during a
i reeting in Washingten,
i DG, earty this month.
i PHOTOIAFP

Tough times ahead:
The International
Monetary Fund on
Monday announced

a Sh264 billion loan
to Kenya, and with ita
raft of new conditions,
whose effects will
permeate the entire
economy P.10
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le finance an avalanche of
demands on a shrinking purse



Emerging issues on
personal taxes




Pay As You Earn

HEALTHCARE DECEMBER 22, 2020 / 5:20 P

Kenyan parliament halts COVID-19 related tax
relief

Kenyan coronavirus tax reprieve ends on Dec. 31

In April, Kenya announced tax relief to offset adverse effects of COVID-19

Uhuru hits salaried workers with hidden tax increase
Thursday December 31 2020

The National Treasury has revised the tax bands for salaried workers.

Was the stimulus package
really a stimulus package?

The net effect will see high earners
shoulder the biggest burden of
keeping government afloat



Pay As You Earn

NAIROBI, Dec 22 (Reuters) - Kenya’s parliament on Tuesday voted to end tax cuts put
in place in April to cushion the economy from the impact of the COVID-19 pandemic, a
move lawmakers said would help to plug revenue shortfalls but investors said would

hampez' a recovery.

IMF seeks reversal of Corona tax cuts

National Treasury says economic growth could decline
to 2.5 percent in 2020, but may go lower to 1.8
percent compared with 5.4 percent growth earlier this

year

Policy makers make political
decisions

In early 2020 growth was
projected to be 6.4% but grew
at 1%

We cannot borrow ourselves to
prosperity



Pay As You Earn
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2021 (Post Covid Relief) 2020 (Pre Covid relief)
Income Per Month Income Per Month

On the first 24,000 10 YD Tcke -

12,298 to 23,885 15

On the next 8,333 25 23 885 t0 35,472 20

All income over 30 35,472 to 47,059 25
32,333

47,059 and above 30
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PAYE Calculations

Income NSSF Taxable |Personal PAYE Personal Personal
iIncome |relief relief PAYE relief PAYE
24,000 200 23,800 1,408 1,547 2,400 - 2,400 -
100,000 200 99,800 1,408 22,597 2,400 16,500 2,400 22,383
900,000 200 899,800 1,408 262597 2400 216,500 2400 262,383

» Minimum taxable income increased to KES 24,000 per month;
» Reliefincreased from KES 1,408 to KES 2,400 per month;

» Tax payers will have to fill two (2) templates; one at 30% from Jan-Mar 2020 and the other at 25% for Apr-Dec
2020

Vision: A world class Professional Accountancy Institute.



Tax Compliance in a
Recessing Economy




Tax Compliance in a

Recessing Economy ] CPAK

Credibility. Professionalism. Accountability

Other Matters

New ways of doing things leads to unprecedented developments and hence tax

authorities needs to enhance their way of doing things by;

>

>

>

Simplifying tax administration procedures; 'i"g

|
Promoting taxpayer education to enhance compliance; m AUTO
Improving taxpayers relationship with authorities; eg the Chat option by KRA ASSESSM EN

customer care
Enactment of tax legislations and tax modules to keep up with the changing
technological environment and ways of doing things;

Simplifying and enhancing tax dispute resolutions mechanisms and processes;

Vision: A world class Professional Accountancy Institute.



Tax Compliance in a
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Credibility. Professionalism . Accountability

Increased tax Relaxed**/or New ways of doing
incentives* from increased tax things*** e.g use
Gov't monitoring from of technology to
authority cut costs
Recessio
Boom
Increase
. £ Increased New taxes e.g
e tax monitoring DST in Kenya,
corporates, Individuals from authority L

(local/foreign)

* This incentives might take the form of tax allowances such as capital allowances, tax exemptions, reduction

in tax rates e.g. Covid-19 package in Kenya;
** Relaxed monitoring where tax authorities agree on payment plans for taxes due, VDP program in Kenya to

encourage tax payments
*** Tax payers become innovative to survive the recession hence new ways of doing things are birthed;

working from home?

Vision: A world class Professional Accountancy Institute.
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Credibility. Professionalism. Accountability

™ Reduced revenues
- reduced economic activities i e e
- reduced tax rates — - Increased Government borrowing
Governments intteasadtalincontives Lo
- Reduced tax monitoring —
* Reduced expendlture on developmental =
—_  projects o e e

» Despite the dwindling economy’s health leading to reduced revenues, Governments have the
obligation of providing essential services to its citizens.

» This leads to increased Government borrowing and in the long-run, the Government designs strategies
for the repayments of the loans when they shall fall due.

» To facilitate development, Governments considers PPPs or BOTs forms of project implementations

Vision: A world class Professional Accountancy Institute.



Your Burden

GDP in 3 regimes

Mol regime debt per capita 22,355
Kibakl regime debt per capita 50,469

Jubilee regime Debt per capita 133,932



Thank You




