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LEGAL NOTICE NO. 194 OF 2020 ON ADJUSTMENT OF EXCISE DUTY RATES FOR
INFLATI TH SECTION 10 OF THE EXCISE DUTY ACT, 2015

Section 10 of the Excise Duty Act, 2015 (the Act) as read together with Paragraph 2(2) of the First
Schedule to the Act provides for adjustment of the specific excise duty rates to take into account
inflation.

Kenya Revenue Authority (KRA) adjusted the excise duty rates in line with the average monthly rate
of inflation for the 2019/2020 financial year as provided by the Kenya National Bureau of Statistics.

Prior to this adjustment and in adherence to Section 5 of the Statutory Instruments Act on
requirement for consultation before making statutory instruments, KRA informed the public and
relevant stakeholders of the intention to review the rates in a public notice published on Monday,
24™ August 2020. We received feedback from various stakeholders including: manufactures and
importers of excisable goods, tax consultants and business associations.

Further, KRA also held an online meeting with stakeholders (through webex platform) on Thursday,
10" September 2020 to review their comments and the meeting was attended by key stakeholders
in the sector.

Pursuant to Section 11 of the Statutory Instruments Act which requires that that a statutory
instrument be transmitted to Parliament for tabling within seven sitting days after its publication, we
hereby forward Legal Notice No. 194 of 2020 on the Adjustment of Rates for Inflation, gazetted on
2" October 2020 together with the Explanatory Memorandum for tabling before Parliament.

Yours sincerely,
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LEGAL NOTICE NO. 194 OF 2020 ON ADJUSTMENT OF EXCISE DUTY RATES FOR
INFLATION IN LINE WITH SECTION 10 OF THE EXCISE DUTY ACT, 2015

Section 10 of the Excise Duty Act, 2015 (the Act) as read together with Paragraph 2(2) of the First
Schedule to the Act provides for adjustment of the specific excise duty rates to take into account
inflation.

Kenya Revenue Authority (KRA) adjusted the excise duty rates in line with the average monthly rate
of inflation for the 2019/2020 financial year as provided by the Kenya National Bureau of Statistics.

Prior to this adjustment and in adherence to Section 5 of the Statutory Instruments Act on
requirement for consultation before making statutory instruments, KRA informed the public and
relevant stakeholders of the intention to review the rates in a public notice published on Monday,
24™ August 2020. We received feedback from various stakeholders including: manufactures and
importers of excisable goods, tax consultants and business associations.

Further, KRA also held an online meeting with stakeholders (through webex platform) on Thursday,
10t September 2020 to review their comments and the meeting was attended by key stakeholders

in the sector.

Pursuant to Section 11 of the Statutory Instruments Act which requires that that a statutory
instrument be transmitted to Parliament for tabling within seven sitting days after its publication, we
hereby forward Legal Notice No. 194 of 2020 on the Adjustment of Rates for Inflation, gazetted on
2" October 2020 together with the Explanatory Memorandum for tabling before Parliament.

Yours sincerely,
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EXPLANATORY MEMORANDUM TO THE EXCISE DUTY ACT:
ADJUSTMENT OF RATES FOR INFLATION

LEGAL NOTICE NO. 194 of 2020

PART1
Name of Statutory Instrument  : Adjustment of Rates For Inflation

Name of Parent Act : Excise Duty Act, No. 23 of 2015
Enacted Pursuant to : Section 10 of the Excise Duty Act, No.
23 of 2015
Name of the
Ministry/Department : Kenya Revenue Authority
Gazetted on : 2ndQctober 2020
PART II

1. Purpose of the Statutory Instrument

1.1.  The objective of this Memorandum is to submit the Legal Notice No.
194 of 2020 for tabling in the National Assembly in accordance with
the provisions of Section 11 of the Statutory Instruments Act.

1.2. The Legal Notice adjusts the specific rates of excise duty to take into
account inflation in line with the requirements of the Excise Duty Act,
2015.

2. Legislative Context

The Legal Notice on Adjustment of Rates for Inflation is made
pursuant to Section 10 of the Excise Duty Act, 2015 which empowers
the Commissioner General of the Kenya Revenue Authority to make
adjustments on the specific excise duty rates to take into account
inflation in accordance with the formula that is specified in the Act.

3. Policy Background

3.1. The primary objective of the Legal Notice is to provide the legal
instrument to enable the government implement the tax measures
necessary for funding its economic development and growth agenda.
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3.2.  Every year the cost of goods and services increase due to the dynamics

within and outside the economy. This rate of increase in prices is
known as the rate of inflation.

3.3. The Kenya National Bureau of Statistics (KNBS) under the National
Treasury and Planning is responsible for determining and publishing
both the monthly and annual rate of inflation. For the year 2019/2020,
the average rate of inflation was determined as 4.94% (15t July 2019—
3oth June 2020).

3.4. Excise Duty taxes charged on the basis of percentage (ad valorem) on
the value of the goods will automatically increase as the price of goods
increase (in essence it compensates for the price adjustment) and hence
lead to maintenance of the real value of tax.

3.5. However, the same is not true for specific rates of tax which is a charge
per unit of measure (e.g Kshs. 200 per litre of Spirit). In this case,
when the price of goods increase, the excise duty rate remains constant
and hence erodes the real value of the taxes.

3.6. In response to this, Parliament enacted Section 10 of the Excise Duty
Act and Paragraph 2 of the First Schedule to the Act. These provisions
provide for adjustment of the specific rates of excise duty every year to
protect the value of duty from erosion by inflation.

4. Consultation Outcome

4.1. The Kenya Revenue Authority informed the public and relevant
stakeholders of the intention to review the rates in compliance with the
law and sought their comments on the same in a Public Notice
published on Monday, the 24t August, 2020 (Copy attached). We
received feedback from various stakeholders including: manufactures
and importers of excisable goods, tax consultants and business
associations.

4.2. KRA also held an online meeting with stakeholders (through webex
platform) on Thursday, 10th September 2020 to further review
their comments (see attached copies of letters inviting stakeholders
and the minutes of the meeting). The meeting was attended by key
stakeholders in the sector including among others, representatives
from the Alcoholic Beverages Association of Kenya, Tobacco
manufacturers, Cereal Growers Association and the Kenya Association
of Manufacturers.
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4.3. It should be noted that the determination of the average inflation

adjustment rates is a factual figure published by the KNBS and is
available to the public. Therefore, neither the Commissioner General,
nor the public have any discretion in changing the formula or the
outcome of its application.

4.4. Please find attached the following documents: -

a) Copy of Legal Notice No. 194 of 2020;

b) Letter from the KNBS indicating the average monthly inflation
for the 2019/20 financial year as 4.94%;

¢) The public notice issued calling for stakeholder comments on
the draft Excise Duty Regulations;

d) Copies of letters sent to key stakeholders in the excise sector
inviting them to attend the public participation forum to
discuss the inflation adjustment and the minutes of the
meeting; and

e) A summary of the feedback received during the public
participation process and comments on the same.

5. Impact

The Legal Notice provides for an increase of 4.94% on the specific rates
of duty on excisable goods listed in the First Schedule to the Act. It is
expected that this adjustment will lead to an equivalent increase in tax
revenue from the specified goods and thus protect the value of duty
from erosion as a result of inflation.

6. Monitoring and review
The Legal Notice will be implemented by the Kenya Revenue Authority
and will be operational for a period of one year in accordance with the
law until the next inflation adjustment is done.

7. Request to the National Assembly
The National Assembly is invited to:

a) Note the contents of this memorandum.
b) Adopt Legal Notice No. 194 of 2020

8. Contact

Commissioner General,
Kenya Revenue Authority,
Times Tower Building — 30th Floor,
NAIROBI
3
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(Legislative Supplement No. 107)

LEGAL NOTICE No. 194
THE EXCISE DUTY ACT
(No. 23 of 2015)
ADIUSTMENT OF RATES FOR INFLATION

IN EXERCISE of the powers conferred by section 10 of the Excise Duty Act.
2015, the Commissioner-General adjusts for inflation the specific rates of duty set out in
the Schedule hereto in accordance with the formula specified in Part | of the First
Schedule to the Act with effect from the Lst October, 2020 and takes into account the
average inflation rate for the 2019/2020 financial year of four decimal ninc four per
centum (4.94%).

SCHEDULE
Tariff No. Tariff Description Current Rate of  [New Rate of Excise
Excise Duty (KSh.) [Duty (KSh.)

2709.00.10  |Condensates per 1000 litres @ 20 6.545.59 6.868.94
deg. C

2710.12.10  [Motor spirit (gasoline) regular per 2050951 21522.68
1000 litres @ 20 deg. C

2710.12.20  |Motor spirit (gasoline) premium 2091959 21953.02
per 1000 litres @ 20 dep. C

2710.12.30  |Aviation spirit per 1000 litres @ 20919.59 2195302
20 deg.C

2710.1240  |Spirit type jet fuel per 100 litres 20919.59 21953.02
@ 20 deg. C

2710.12.50  |Special boiling point spirit and 8.937.75 9379.27
white spirit per 1000 litres @ 20
deg. C

2710.1290  |Other light ails and preparations 893775 9,379.27
per 1000 litres @ 20 deg C

2710.19.10  [Partly refined (including topped 1,524.68 1,600.00
crude) per 1000 litres @ 20 deg.
&

2710.19.21 Kerosene type jet fuel per 1000 6,051.38 6.,350.32
litres @ 20 deg. C

27101932 |IHlluminating kerosene 10,835.70 11,370.98

2710.19.29  |Other  medium oils and 557295 5.848.25
preparations per 1000 litres @ 20
deg. C

2710.1931  [Gasoil (automotive, light,amber 10,835.71 11,370.99
for high speed engines) per 1000
litres @ 20 deg. C
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Tariff No. Turiff Description Current Rate of  \New Rate of Excise
Excise Duty (KSh.) [Dury (KSh.)
2710.19.32  |Diesel o1l (industrial heavy, 3,890.55 4,082.74
black. for low speed marine and
stationery engines) per 1000 ‘ [
litres @ 20) deg. C |
2710.19.39 |Other gas oils per 1000 litres @ 6,624 .45 6951.70
20 deg. C
2710.19.41 {Residual fuel oils 31545 331.03
(marine furnace and similar fucl
oils) of a kinematic viscosity ol
125 centistokes per 1000 litres @
20 dep. C
2710.19.42  [Residual fuel oils (marine, i 630.9 662.07
furnace and similar fuel oils) of
a kinematic viscosity of 180
centistokes per 1000 litres @
20 deg. C
2710.19.43 |Residual fuel oils (imarine, 6309 662.07
furnace and similar fuel oils) of |
a kinematie viscosity of 280 |
entistokes per 1000 litres @ 20
dep. C
2710.19.49 |Other residual fuels oils per 1000 630.9 66207
litres @ 20 deg. C
Description Current Rate of New Rate of Excise
| Excise Duty Duaty
Fruit juices (including grape must). and Shs. 11.04 per litre  |Shs. 11.59 per litre
vegelable juices, unfermented and not
containing added spirit, whether or not
containing added sugar or other sweetening

matler

other non-alcoholic beverages, not including
fruit or vegetable juices

Bottled or similarly packaged waters and Shs.

5.47 per litre
Shs. 5.74 per litre

mixtures of fermented beverages with non-
alcoholic beverages and spirituous
beverages of alcoholic strength not
cxceeding 6%

Beer, cider., perry, mead, opaque beer and  [Shs.

110,62 per litre [Shs. 116.08 per litre

Powdecred beer Shs.

110.62 per kg Shs. 116.08 per kg |

alcoholic beverages obtained by fermentation
of fruits

Wines including fortified wines, and other Shs.

189 per litre Shs. 198.34 per litre

liqueurs and other spirituous beverages ol
alcoholic strength exceeding 6%

Spirits of undenatured ethyl alcohol; spirits  |Shs.

253 per litre Shs. 265.50 per litre

tobacco or tobacco substitutes

Cigars, cheroots, cigarillos, containing Shs.

.
12624 per kg Shs. [3,247.63 per
LTS
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Description

Current Rate of
Excise Duty

New Rate of Excise
Duty

Electronic cigarettes

Shs. 3.787per unit

Shs. 3.974.08 per
unil

|Cartridge for use in clectronic cigaretics

Shs. 2,525 per unit

Shs. 2,649.74 per
unit

Cigarctte with filters (hinge lid and soft cap) |Shs.3,157 per mille  (Shs. 3.312.96 per
mille
Cigarctics without filters (plain cigarctics) [Shs. 2,272 per mille [Shs. 2,384.24 per

millc

Other manufactured tobacco and
manufactured tobacco substitutes;
“homogenous™ and “reconstituted tobacco™
tobucco extracts and essences

Shs. 8 837 per kg

Shs. 9.273.55 per
kg

Motoreycles of tariff no.87.11 other than
‘motor ¢ycle ambulances and locally
assembled motor cycles

Shs.11.061.78 per
unit

Shs. 11,608.23 per
unit

Imported sugar confectionery of tarrif heading|Shs. 20 per kg Shs. 2099 per kg
17.04
Imported white chocolates, chocolate in Shs. 200 per kg Shs 209.88 per kg

blocs. slabs or bars of tariff Nos.
1806.31.00,1806.32.00,1806.90.00

2F —

Dated the 25th September, 2020.

GITHII MBURU,

Commissioner- General, Kenya Revenue Authority.
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Inflation Adjustment on Specific Rates of Excise Duty

PUBLIC NOTICES 24/08/2020

The Commissioner General is required under the Excise Duty Act, 2015 to adjust,
annually, the excise duty rates of products with specific rates of excise duty, to take into
account the rate of inflation.

Kenya Revenue Authority would therefore like to inform manufacturers and importers of
excisable goods falling under the above category and members of the public that the
Commissioner General will adjust the rates of excise duty using the average inflation rate
for the financial year 2019/2020, as determined by the Kenya National Bureau of
Statistics. The adjusted rates will be effective from 1st October 2020.

In compliance with statutory provisions, Kenya Revenue Authority invites interested
members of the public and stakeholders to submit their views on the excise inflation
adjustment. The submissions should be addressed to the Commissioner General, Kenya
Revenue  Authority, PO  Box  48240-00100, Nairobi or emailed to:
stakeholder.engagement@kra.go.ke to be received on or before Friday, 4th September
2020.

For further clarification and facilitation, please contact the Contact Centre on Tel: 020 4
9998 999, 0711 099 999 or Email: callcentre@kra.go.ke

Commissioner General

Never miss a thing about KRA

hitps:/lwww.kra.go. ke/en/media-center/public-notices/8 19- nflation-adjustment-on-specific-rates-of-excise-duty
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Ref: KRA/M&C/SEEM/20/07/07

9! September 2020

Mr. Gordon Mutugi

Chairman

Alcoholic Beverages Association of Kenya (abak)
P.0.Box 59826-00100

NAIROBI
Dear Mr. Mutugi,

INVITATION TO INFLATION ADJUSTMENT ON SPECIFIC RATES OF EXCISE DUTY
DISCUSSION

The Kenya Revenue Authority (KRA) on 24 August 2020 issuced a Public Notice to announce its
intention to adjust the rates of excise duty using the average inflation rate for the financial year
2019/2020, as determined by the Kenya National Burcau of Statistics effective 11 October 2020.
This is in accordance with the Excise Duty Act, 2015 where the Commissioner General is required to
adjust annually, the excise duty rates of products with specific rates of excise duty taking into account
the inflation rate.

The aforementioned notice called for stakeholders' views on the proposed adjustment as per the
statutory provisions on Stakeholder participation. In this regard, KRA acknowledges having received

your submission on the proposed adjustment.

In this regard, KRA invites you for a virtual meeting on 10" September, 2020 from 10.00am Lo
12.00pm lo discuss the proposed adjustment.

The engagement will allow you to clwify your proposals on the proposed adjustments.

The meeting registration link is
https://kra. webex.com/kra/x 2/} php "MT10=:71¢022¢5¢8333c6a88cedeBeBabed 3c.

Yours faithfully

GuaMderc\-

Gruace Wandera
Deputy Commissioner - Marketing & Communication
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Ref: KRA/M&C/SEEM/20/07/07
o Seplember 2020

Mr. David Kilesi

Chairman

Barley Growers Association of Kenya
Nairobi

Dear Mr. Kilesi,

INVITATION TO INFLATION ADJUSTMENT ON SPECIFIC RATES OF EXCISE DUTY
DISCUSSION

The Kenya Revenue Authority (KRA) on 24 August 2020 issued a Public Notice to announce its
intention to adjust the rates of excise duly using the average inflation rate for the financial year
2019/2020, as determined by the Kenya National Burcau of Statistics effective 19 October 2020.
This is in accordance with the Excise Duty Act, 2015 where the Commissioner General is required to
adjustannually, the excise duty rates of products with specific rates of excise duty taking into account
the inflation rate.

The aforementioned notice called for stakeholders’ views on the proposed adjustment as per the
statutory provisions on Stakeholder participation. [n this regard, KRA acknowledges having received

vour submission on the proposed adjustment.

[n this regard, KRA invites you for a virtual meeting on 10" September, 2020 from 10.00am o
12.00pm to discuss the proposed adjustment.

The engagement will allow you to clarify your proposals on the proposed adjustments.

The meeting registration link is
bttps://kra.viebe «.com/kra/k2/i plp MTID = 1 7be022¢5c433ac6a88ce9eSe 2ebed 3c.

Yours laithfully

@Weru-

Grace Wandera
Depuly Commissioner — Marketing & Communication
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9 September 2020

Ms. Beverly-Spencer Obatoyinbo
Managing Director

British American Tobacco Kenya ple
P.0.Box 30000 - 00100

NAIROBI
Dear Ms. Obatoyinbo,

INVITATION TO INFLATION ADJUSTMENT ON SPECIFIC RATES OF EXCISE DUTY
DISCUSSION

The Kenya Revenue Authority (KRA) on 24" August 2020 issued a Public Notice to announce its
intention to adjust the rates of excise duty using the average inflation rate for the financial year
2019/2020, as determined by the Kenya National Bureau of Statistics effective 1* October 2020,
This is in aceordance with the Excise Duty Act, 2015 where the Commissioner General is required to
adjust annually, the excise duty rates of products with specific rates of excise duty taking into account
the inflution mte.

The aforementioned notice called for stakeholders’ views on the proposed adjustment as per the
statutury provisions on Stakeholder pasticipation. In this regard, KRA acknowledges having receis ed

vour submission on the proposed adjustment.

[n this regard, KRA invites you for a virtual meeting on 10" September, 2020 from 10.00am to
12.00pm to discuss the proposed adjustment.

The engagement will allow you to clarify your proposals on the praposed adjustments.

‘The meeting registration link is
hittps://kra.viebex.com/kra/k2/].php?MTID=t7bc022¢5¢833ac6a8Bc - CeBe2Befed 3c.

Yours faithfully

Gucunelzres -

Grace Wandera

Commissioner —
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Ref: KRA/M&C/SEEM/20/07/07

9'" September 2020

Mr. Xavi Selga

Manuging Dicector

Coca-Cola Beverages Africa (CCBA)
P.O. Box 18034-00500

NAIROBI

Dear Mr. Selga,

INVITATION TO INFLATION ADJUSTMENT ON SPECIFIC RATES OF EXCISE DUTY
DISCUSSION

The Kenya Revenue Authority (KRA) on 24™ August 2020 issued a Public Notice to announce its
intention to adjust the rates of excise duty using the average inflation rate for the financial year
2019/2020, as Jelermined by the Kenya National Bureau of Statistics effective 1 October 2020,
This is in accordance with the Excise Duty Act, 2015 where the Commissioner General is required to
adjustannually, ine excise duty rates of products with specific rates of excise duty taking into account
the inflation rate

The aforementioned notice called for stakehelders’ views on the proposed adjustment as per the
statutory provisions on Stakeholder participation. [n this regard, KRA acknowledges having received

vour submission on the proposed adjustment.

[n this regard, KRA invites you for a virtnal meeting on 10' Seplember, 2020 from 10.00am to
2.00pm to discuss the proposed adjustment.

The engagement will allow you ta clarify your propoesals on the proposed adjustments.

The meeting registration link is
hitps://kea.viehex.com/kralk2/{.php?TID=t71c022c5c833ac6a8R e 9e8228e6d Ic.

Yours faithfully

Guerndare

Grace Wandera
Deputy Commissioner — Markeling & Communicalion
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Ref: KRA/M&C/SEEM/20/07/07
9" September zozo

Mr. Anthony Kioko

Chief Executive Officer

Cereal Growers Association (CGA)
P. O. Box 27542 - 00506
NAIROBI

Dear Mr. Kioko,

INVITATION TO INFLATION ADJUSTMENT ON SPECITFIC RATES OF EXCISE DUTY
DISCUSSION

The Kenya Revenue Authority (KRA) on 24t August 2020 issued a Public Notice to announce its
intention to adjust the rates of excise duty using the average inflation rate for the financial year
2019/2020, as determined by the Kenya National Bureau of Statistics effective 1 October 2020.
‘This is in accordance with the Excise Duty Act, 2015 where the Commissioner General is required to
adjustannually, the excise duty rates of products with specific rates of excise duty laking into acconnt
the inflation rate.

The aforementioned notice called for stakcholders' views on the proposed adjustment as per the
statutory provisions on Stakeholder participation. In this regard, KRA acknowledges having received

your submission on the proposed adjustment.

In this regard, KRA invites you for a virtual meeting on 10" Seplember, 2020 from 10.00am to
12.00pnt to discuss the proposed adjustment.

The engagement will allow you to clarify your proposals on the proposed adjustments.

Yours Sincerely,

Guounclerz,.

Gruce Wandera
» Commissioner —

Marketing & Communication
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Ref: KRA/M&C/SEEM/20/07/07
9" September 2020

Mr. Eric Kiniti

Group Corporate Relations Director

Kenya Breweries Limited/ UDV (Kenya) Limited
P.O BOX 30161 00100

NAIRQBI

Dear Mr. Kiniti,

INVITATION TO INFLATION ADJUSTMENT ON SPECIFIC RATES OF EXCISE DUTY
DISCUSSION

The Kenya Revenue Authority (KRA) on 24'% August 2020 issued a Public Notice to announce its
intention to adjust the rates of excise duty using the average inflation rate for the financial year
2019/2020, as determined by the Kenya National Bureau of Statistics effective 1#' October 2020.
This is in accordance with the Excise Duty Act, 2015 where the Commissioner General is required to
adjustannually, the excise duty rates of products with specific rates of excise duty taking into account
the inflation rate.

‘The aforementioned notice called for stakehelders’ views on the proposed adjustment as per the
statutory provisions on Stakeholder participation. [n this regard, KRA acknowledges having received

your submission on the proposed adjustment.

In this regard, KRA invites you for a virtual meeting on 10t September, 2020 from 10.00am to
12,.00pm to discuss the proposed adjustment.

The engagement will allow you o clarify your proposals on the pruposed adjustments.

The meeting registration link is
hitps://kra.webex.com/kra/k2/i.php?MTTD=t7bc022¢5¢833ac6a88cne8a?Bahod 3r.

Yours faithfully

Gz.)auclwc( :

Grace Wandera
Depuly Commissioner — Markeling & Commaunication




AUTHORITY

k 1ISO 90012015 CERTIFIED

/} . KENYA REVENUE

Ref: KRA/M&C/SEEM/20/07/07
9t September 2020

Ms. Phyllis Wakiaga

Chief Execulive Officer

Kenya Association of Manuofacturers (KAM)
P.0. Box 30225 ~ 00100

NATROBI

Dear Ms. Wakiaga,

INVITATION TO INFLATION ADJUSTMENT ON SPECIFIC RATES OF EXCISE DUTY
DISCUSSION

The Kenya Revenue Authority (KRA) on 24" August 2020 issued a Public Notice to announce its
intention to adjust the rates of excise duty using the average inflation rate for the financial year
2019/2020, as determined by the Kenya National Burcau of Statistics effective 1 October 2020.
Thisis in accordance with the Excise Duty Act, 2015 where the Commissioner General is required to
adjustannually, the excise duty rates of produets with specific rates of excise duty taking into account
the inflation ratc.

The aforementioned notice called for stakeholders’ views on the proposed adjustment as per the
statutory provisions on Stakeholder participation. [n this regard, KRA acknowledges having received

vour submission an the proposcd adjustment.

In this regard, KRA invites you for a virtual meeting on 10t Seplember, 2020 from 10.00am to
12.00pm to discuss the proposed adjustment.

The engagement will allow you to clarify your proposals on the proposed adjustments.

‘The meeting registration link is
https://kra.webex.com/kra/k2/j.php?MT1D=17hc012¢5cB8333c6288ce9efn 2 Babed 3c.

Yours sincerely

Gueundare

Grace Wandera
Deputy Commissioner — Marketing & Communicalion
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Ref: KRA/M&C/SEEM/20/07/07
9'h September 2020

Ms. Carole Kariuki, MBS

Chief Executive Officer

Kenya Private Sector Alliance (KEPSA)
P.0.Box 3556 — 00100

NATROBI

Dear Ms. Kariuki,

INVITATION TO INFLATION ADJUSTMENT ON SPECIFIC RATES OF EXCISE DUTY
DISCUSSION

The Kenya Revenue Autharity (KRA) on 24" August 2020 issued a Public Notice to announce ils
intention to udjust the rates of excisc duty using the average inflation rate for the financial year
2019/2020, as determined by the Kenya National Bureau of Statistics effective 1 October 2020.
Thisis in accordance with the Excise Duty Act, 2015 where the Commissioner General is required to
adjustannually, the excise duty rates of products with specific rates of excise duty taking into account
the inflation mte.

Following the statutory provisions requiring members of the public to give their views on the excise
inflation adjustment, KRA has received feedhack from the industry players some of whom are your

members.

In this regard, KRA inviles you for a virtual meeting on 10™ September, 2020 from 10.00am to
12,00pm to discuss the proposed adjustment.

The engagement will allow stukeholders to clarify their proposals on the proposed adjustments.

The meeting registration link is
https://kra.webex.com kra/k2/j.php?MTID=t7bc022c5c833ac6aB8ceeta28abed 3c.

Yours Sincerely,

C;UaMd.qu

Grace Wandera
Deputy Commissioner — Markeling & Communication
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Refl: KRA/M&C/SEEM/20/07/07

9'" September 2020

Ms. Lina Githuka

Managing Director

Kenya Wine Agencies L.td (KWAL)
P.0.Bux 40550 - 00100

NAIROBI
Dear Ms. Githuka,

INVITATION TO INFLATION ADJUSTMENT ON SPECIFIC RATES OF EXCISE DUTY
DISCUSSION

The Kenya Revenue Authority (KRA) on 24" August 2020 issued a Public Notice to announce its
intention to adjust the rates of excise duty using the average inflation rate for the financial year
2019/2020, as determined by the Kenya National Bureau of Statistics effective 1 October 2020.
This is in accordance with the Excise Duty Act, 2015 where the Commissioner General is required to
adjustannually, the excise duly rates of products with specific rates of excise duty taking intoaccount
the inflation rate.

The aforementioned notice culled for stakehoklers’ views on the proposed adjustment as per the
statutoly provisions on Stakcholder participation. In this regard, KRA acknowledges having reccived

your submission on the proposed adjustment.

In this regard, KRA invites you for a virtual meeting on 10" Septemher, 2020 from 10.00am to
12,.00pm to discuss the proposed adjustment.

The engagement will allow you to clarify your proposals on the proposed adjustments.

"The meeting registration link is
https:{/kra. webex.com/kra/k2/].php ?MT]D=t7bc022¢5¢833ac6a88¢e9eBe28:60d 3.

Youirs faithlully

Gocendere -

Gruce Wandera
Deputly Commissioner = Markeling & Com
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Ref: KRA/M&C/SEEM/20/07/07
9t September 2020

Mr. Ben Gaithuma
Chief Executive Officer
Outlook Index Ltd
P.0O.Box 4697 - 00506
NAIROBI

Deur Mr, Gaithuma,

INVITATION TO INFLATION ADJUSTMENT ON SPECIFIC RATES OF EXCISE DUTY
DISCUSSION

The Kenya Revenue Authority (KRA) on 24" August 2020 issued a Public Notice to announce itls
intention to adjust the rates of excise duty using the average inflation rate for the financial yeur
2019/2020, as determined by the Kenya National Bureau of Statistics effective 1+ October 2020.
This is in accordance with the Excise Duty Act. 2015 where the Commissioner General is required to
adjustannually, the excise duly rates of products with specific rates of excise duty laking into account
the intlation rate.

The aforementioned notice called for stakeholders® views on the proposed adjustment as per the
statutory provisions on Stakeholder participation. In this regard, KRA acknowledges having received

vour submission on the proposed adjustment.

In this regard, KRA invites you fora virtual meeting on 10% September, 2020 from 10.00um to
12.00pm to discuss the proposed adjustment.

The engagement will allow you o clarify your proposals on the proposed adjustments.

The meeting registration link is
littps:

Yours faithlully

Grace Wandera

issioncr — Maprketing &
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Mr. Uyi Edokpolo

Ag. Chief Exccutive Officer

Pubs Entertainment and Restaurants Associalion of Kenya
P.O Box 34:350-00100

NAIRQBI

Dear Mr. Edokpolo,

INVITATION TO INFLATION ADJUSTMENT ON SPECIFIC RATES OF EXCISE DUTY
DISCUSSION

The Kenya Revenue Authority (KRA) on 24 August 2020 issued a Public Notice to announce its
intention to adjust the rates of excise duty using the average inflation rate for the financial year
201y/2020. as determined by the Kenya National Bureau of Statistics effective 1 October 2020.
This is in acenrdance with the Excise Duty Act, 2015 where the Commissioner General is required lo
adjust annually, the excise duty rates of products with specific rates of excise duty taking into account
the inflution rate.

The aforementioned notice called for stakeholders’ views on the proposed adjustment as per the
statutory provisions on Stakehalder participation. [n this regard, KRA acknowledges having received

vour submission nn the proposed acdjustment.

In this regard, KRA invites you [or a virtual meeting on 10** September, 2020 {rom 10.00am to
12.00pm to discuss the proposed adjustment.

The engagement will allow you to clarify your proposals on the proposed adjustments.

The meeting registration link is
htps: //kra, webex.com/kra/k2/1. php 2T ID=t70c022c5¢83 3ac6aBBce9dcbe lBebed Ic.

Yours faithfully

Grace Wandera
Depuly Commissioner = Markeling & Communicalion
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Mr. Maurice Mwaniki

Associate Director
PricewaterhouseCoopers Limited (PwC)
P O Box 43963 — 00100

NAIROBI
Dear Mr. Mwaniki,

INVITATION TO INFLATION ADJUSTMENT ON SPECIFIC RATES OF EXCISE DUTY
DISCUSSION

The Kenya Revenue Authority (KRA) on 24t August 2020 issued a Public Notice to announce its
intention to adjust the rates of excise duty using the average inflation rate for the financial vear
201972020, as determined by the Kenya National Bureau of Statistics effective 13t October 2020.
This is in accordance with the Excise Duty Act, 2015 where the Commissioner General is required to
adjustannually, the excise duty rates of products with specific rates of excise duty taking into account
the inflation rate.

The aforementioned notice called for stakcholders’ views on the proposed adjustment as per the
statutory provisions on Stakeholder participation. In this regard, KRA acknowledges having received

your submission on the proposed adjustient.

In this regard, KRA invites you for a virlual meeting on 10'* September, 2020 from 10.00an1 to
12.00pm to discuss the proposed adjustment.

The engagement will allow you to clatify your proposals on the proposed adjustments.

The mecting registration link is
https://kra.webex.com/kra/k2/i.pho2ATID=t7bc022c5¢B33ac6a88ca828e2806ed3c.

Yours faithfully,

Guosndare, -

Grace Wandera

Deputy Commissioner — Marketing & Communication
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9t September 2020

Mr. Onesmus Mutembei
Tony West Limited
Naivasha Rd

Nairobi

Dear Mr. Onesmus,

INVITATION TO INFLATION ADJUSTMENT ON SPECIFIC RATES OF EXCISE DUTY
DISCUSSION

The Kenya Revenue Authority (KRA) on 24" August 2020 issued a Public Notice to announce its
intention to adjust the rates of excise duty using the average inflation rate for the financial year
2019/2020, as determined by the Kenya National Bureau of Statistics effective 1 October 2020.
This is in accordance with the Excise Duty Act, 2015 where the Commissioner General is required to
adjustannually, the excise duty rates of products with specific rates of excise duty taking into acconnt
the inflation rate.

‘The aforementioned notice called for stakeholders’ views on the proposed adjustment as per the
stututory provisions on Stakcholder participation. In this regard, KRA acknowledyes having received

your submission on the proposed adjustment.

In this regard, KRA invites you for a virtual meeting on 10™ September, 2020 from 10.00um to
12,00pm to discuss the proposed adjustment.

The engagement will allow you to clarify your propusals on the proposed adjustments.

The meeting registration link is

hitps://kra.webex.com/kra/k2/1.

Yours sincerely

Grundera:

Grace Wandera
Deputy Commissioner — Markeling & Communication
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Present
No. | Industry Representatives KRA Representatives
1 M. Eric Githua 1 | Mr. Caxton Masudi - Chair
2 Mr. Eric Kiniti 2 | Ms. Beatrice Mundia
3 Mr. Maurice Mwaniki 3 | Mr. Jeremiah Kinyua
4 Mr. Peter Gombe 4 | Ms. Anne Irungu
5 Mr. Reinhard Wanakacha 5 | Mr. Ephraim Munene
6 Mr. Pawan Gehlot 6 | Mr. Linstrom Kinoti
7 Mr. Bernard Ngondo 7 | Ms. Lena Olum
8 Mr. Stephen Mutuguta 8 | Mr. Leonard Cheserem
9 Mr. Joseph Opiyo 9 | Ms. Julian Kondo
10 Mr. Anup Bid 10 | Mr. Tobias Maurice - Secretary
11 Mr. Miti Ithiru
12 Mr. Peter Thuku
13 Mr. Jigar Bhavsar
14 Dr. Simon Githuku
15 Ms. Victoria Kaigai
16 Mr. Allan Zavani
17 Ms. Irene Opiyo
18 Mr. Timothy Njagi
19 Ms. Mary Mailu
20 Mr. Philemon Kipkemoi
21 Mr. Anthony Kioko
22 Ms. Christine Muthui
23 Mr. Paul Kimani
24 Ms. Magdalene Kariuki
25 Ms. Hannah Wanyoike
26 Mr. Suleiman Ngondi
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27 Mr. Zach Munyi

28 Mr. John Macharia

29 Mr. Austine Mwinzi
30 Ms. Susan Maingi

31 Mr. Pushpinder Singh
32 Mr. Robert Mutuma
33 Mr. Geoffrey Karaba

34 Mr. Onesmus Mutembei
35 Ms. Ann Mputhia
36 Mr. Tushar Mehta
37 Mr. Rizwan Habib

AGENDA

The agenda of the meeting was to deliberate on feedback from stakeholders in relation to KRA's

proposal to adjust inflation on Specific Rates of Excise Duty.

MINUTES

These minutes document key issues discussed during the meeting and agreed way forward.
MIN 1/ 10/09/2020 INTRODUCTION

The meeting was a follow up engagement to discuss submissions by stakeholders on the proposed
Inflation Adjustment on Specific Rates of Excise Duty following. On 24th August 2020 KRA issued a
public notice announcing the Authority’s intention to adjust the rates of excise duty using the average
inflation rate for the financial year 2019/2020, as determined by the Kenya National Bureau of Statistics
effective 1 October 2020 and sort stakeholders comments on the same. 10 stakeholders responded to

the call and submitted their input as follows:

1. Alcohol Beverages Association of Kenya (ABAK)

2. Kenya Breweries Ltd (KBL) and UDV (Kenya) Ltd (KBL/UDV) Distributors
3. Coca-Cola Beverages Africa Ltd (CCBA)

4. Kenya Association of Manufacturers (KAM)

5. British American Tobacco(BAT) Kenya

6. Cereal Growers Association (CGA)
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Kenya Wine Agencies Ltd(KWAL)
Outlook Index Ltd

Pubs Entertainment And Restaurants Association of Kenya (PERAK)

10. PricewaterhouseCoopers Limited (PwC)

Min 2/10/09/2020 SUBMISSION BY STAKEHOLDERS

1.

I1.

[1L

IV.

2.

II.

[IL

Beverages sector

The sector submitted that it has been struggling even prior to the COVID-19 pandemic due to
the high tax rates citing that about 50% of the beverages retail price comprises of tax, with excise
duty taking the bigger component of upto 30% . The industry cited that the high tax rates have
made their products too expensive for consumers fuelling a demand for the alternatives which
largely comprise of illicits. As a result, there has been a proliferation of illicit products, which
also has a negative impact on tax revenues.

The sector observed that the Covid 19 pandemic has worsened the situation as the hospitality
Industry, which serves a the large share of the market for beverages has been hardest hit with
some players shutting down.

The sector further observed that there is need to review the concept of annual inflation, as it is
untenable in the long- run. It was proposed that there should be a ceiling to additions in taxes
since the market cannot withstand regular additions.

KRA should therefore not effect the proposed adjustment

Alcoholic beverages sector

The sector submitted that timing for the adjustment is wrong; the industry has been struggling a
lot since the COVID-19 restrictions came into the country in March 2020. This has had a
negative impact on sales and also revenue for the government. Any additional taxes will hurt the
Industry further. With adjustment, illicit trade is bound to increase in the country since the
neighbouring countries have cheaper rates than Kenya. This will hurt the economy even further.
As well, retail outlets may have to shut down and livelihoods across the value chain will suffer.
The sector pleaded with KRA to consider the adjustments the industry has made to support the
government in the fight against Covid 19 including production of essential items such as
sanitizers, and called upon KRA to reciprocate and support the sector.

The sector therefore proposed that KRA should advise parliament to issue a moratorium to relax

the adjustment of rates and allow the Industry to recover - this may be after about 24 months.
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The industry noted that there is no other country that is increasing taxes in this hard economic

times.

3. Cigarettes sector

L

II.

The industry submitted that inflation adjustment will magnity the negative impact of COVID-19
on sustainability of business and contribution to Government revenue. Given the Covid-19
circumstances the timing is not suitable for the adjustment, which is likely to kill the local
Industry and promote illicit trade.

The industry pleaded with KRA to advise parliament to issue a moratorium at least until the
Industry recovers, noting that it has happened before in 2017, when the adjustment was put on

hold due to the national elections.

4. Farmers (Cereal Growers Association)

L

Farmers have been particularly hard hit by floods, locust invasion and the COVID-19 pandemic.
Increase in excise will worsen the situation by disrupting the market, which is already struggling.
As well, the sector noted that the timing is wrong, as Kenya like other economies globally is

struggling.

5. Kenya Association of Manufacturers (KAM)

L

II.

[1L.

IV.

On behalf of its membership, KAM submitted that KRA should stand in solidarity with the
Industry, which has already made huge investments to keep afloat in the COVID-19 pandemic
period. More spending in taxes will hurt the industry further, and promote illicit goods from
neighbouring countries.

KAM further submitted that inflation adjustment at this time is against the spirit in the call by
the President to prepare an economy recovery strategy post Covid 19.

An adjustment will negatively affect the entire value chain, eroding any efforts that might have
been put in place to expedite economic recovery.

KAM called upon KRA to put on hold implementation of the inflation adjustment until full

recovery of the economy.

Min 3/10/09/2020 FEEDBACK BY KRA

II.

Annual adjustment is entrenched in the law. However, KRA understands the concerns raised by
the industry and is cognizant that there should be a balance between revenue collection and
Industry concerns.

The Authority will therefore review the submissions with National Treasury and together propose

a workable solution .
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IIL The big picture of KRA’s desire by working with the Industry is that it seeks voluntary
compliance, therefore the industry should rest assured that the Authority cares and will seek for

an amicable solution.
Min 4/10/09/2020 WAY FORWARD

KRA committed to work with the Industry and stressed that it has the industry concerns at heart. Industry

players said they were ready to support the Authority in forwarding their concerns to Parliament.



