Structured planning

Latest news on law, tax and business in Kenya

> Changes on Taxation of individuals

The assenting of Finance Act 2016 has been
lauded for its introduction of fiscal policies that
address the plight of Kenyan workers struggling to
survive in a harsh economic climate characterised
by escalating inflation.

There are 3 major changes introduced by Finance
Act 2016 in the taxation of individuals, namely:

New tax bands

Increased personal relief

Increased mortgage relief
Exemption of bonuses and overtime

New Tax bands

On first KShs 134,164 KShs 11,180 10%
On next KShs 126,403 KShs 11,181 — KShs 21,714 15%
On next KShs 126,403 KShs 21,715 - KShs 32,248 20%

On next KShs 126,403 KShs 32,249 — KShs 42,781 25%

On allincome over KShs
513,373

KShs 42,782 < 30%

The new tax bands represent a widening of the old
tax bands by 10%. These are applicable from 1
January 2017.

Increased personal relief

This will now be Kshs 15,360 p.a. — a 10%
increase from the old amount of Kshs 13,944.

The new rate takes effect from 1 January 2017.

Increased mortgage interest relief

This has been doubled to Kshs 300,000 p.a. (KShs
25,000 p.m.) from KShs 150,000 p.a. (KShs
12,500 p.m.)

Effective date: 1 January 2017.
Exemption of Bonuses and Overtime

Income from employment paid in the form of
bonuses, overtime and retirement benefits are now
exempted from tax, for low income earners whose
taxable income before overtime and bonus
allowances, is less than Kshs 134,164 p.a. (KShs.
11,180 p.m.)

This took effect on 1 July 2016.
> Enabling law

The new tax bands and personal relief have been
captured in the Income Tax Act (“ITA”) by
amending Head A and B of the Third Schedule to
the Act.

Mortgage interest relief has been revised upwards
under section 15(3)(b) of the ITA.

The exemption of bonuses and overtime has been
effected by introducing paragraph 53 under Part |
of the First Schedule to the ITA.

> Our Comment

The widened tax bands and increased personal
relief have finally come to fruition this year after
lobbying by stakeholders in the past 4 years.
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Indeed, the tax bands and personal relief have
remained constant for over a decade despite the
harsh economic conditions that increased the cost
of living.

It is evident that this change will mostly benefit low
income earners receiving less than KShs 43,000
p.m. in taxable income.

We present below a tabular comparison of the

benefit:

Tax under Tax under %
Monthly current proposed Change
salary Band Band
25,000 2,127 1,859 -13%
150,000 38,608 38,000 -2%

Likewise, exemption of bonuses, overtime and
retirement benefits paid to low income earners will

This is a general guideline tax alert and should not
clarification, kindly get in touch with R6dI & Partner.
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serve as a safety net aimed at improving their
living standards.

The increase in mortgage interest relief is another
measure that will help Kenyans who are
overburdened by loans used to purchase or
improve their owner-occupied residential premises.

We expect the Kenya Revenue Authority to revise
the current PAYE online filing template in line with
the changes. This should be in place before the
9th day of February 2017.

We are in a position to assist employers interested
in identifying and implementing tax planning
opportunities arising out of the current changes.
Similarly, we shall be glad to address any
challenges affecting compliance with the new
changes.

be a substitute for proper tax advice. For queries and

For more information contact:
George Maina

Email: George.Maina@roed|.com
Phone: (+254) 775 974 050
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L, With its growth potential, Africa is becoming an increasingly attractive investment destination. Many Afri-
can countries enjoy political and economic stability and offer excellent opportunities for a business venture.
Our experienced Africa experts work to develop for you tailor-made solutions to help you break into new
markets with a structured strategy and implement your business project in the African market.”

RGd! & Partner
Each element of our human towers supports another. This works only if we put to that more than just

the physical abilities of all of us. It is the solidarity that gives us strength, structure, stability and — last but
not least — the courage we need to develop great things.”

Castellers de Barcelona
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Each and every person counts”~ to the Castellers and to us.

Human towers symbolize in a unique way the Rod| & Partner corporate
culture. They personify our philosophy of solidarity, balance, courage and
team spirit. They stand for the growth that is based on own resources, the
growth which has made Rodl & Partner the company we are today. ,Forca,
Equilibri, Valor i Seny”(strength, equilibrium, valour and common sense) is
the Catalan motto of all Castellers, describing their fundamental values
very accurately. It is to our liking and also reflects our mentality. Therefore
Rod| & Partner embarked on a collaborative journey with the representa-
tives of this long-standing tradition of human towers — Castellers de Barce-
lona —in May 2011. The association from Barcelona stands, among many
other things, for this intangible cultural heritage.

This Newsletter offers non-binding information and is intended for general information pur-
poses only. It is not intended as legal, tax or business administration advice and cannot be
relied upon as individual advice. When compiling this Newsletter and the information included
herein, RodI & Partner used every endeavour to observe due diligence as best as possible,
nevertheless Rodl & Partner cannot be held liable for the correctness, up-to-date content or
completeness of the presented information.

The information included herein does not relate to any specific case of an individual or a legal
entity, therefore, it is advised that professional advice on individual cases is always sought.
RodI & Partner assumes no responsibility for decisions made by the reader based on this
Newsletter. Should you have further questions please contact Rodl & Partner contact persons.



