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Government intervention measures to cushion Kenyans against COVID-19 pandemic  

Introduction
Coronavirus 2 (COVID-19) continues to wreak havoc all 
over the world causing dire economic challenges. The 
pandemic has caused a sharp decrease in economic 
activities in many countries and greater uncertainty has 
eroded confidence due to impending job losses.

In view of the above, the Government of Kenya continues 
to monitor the situation and issue stringent measures 
to contain the spread of the fearful virus. Following 
a Presidential address by H.E Uhuru Kenyatta to the 
nation on 25th March 2020, the Government of Kenya 
has proposed some state interventions that are meant 
to cushion Kenyans against the economic effects of 
Covid-19. In our previous alert we had indicated some 
measures proposed by Central Bank of Kenya (CBK) 
with an aim of alleviating the effect of pandemic to 
the economy. In this alert, we highlight the additional 
proposed measures and their probable effect to 
taxpayers and the economy.

Tax measures
The President proposed some tax measures aimed at 
relieving Covid-19 pandemic with an aim of protecting 
Kenyans and to provide some certainty to both 
employees and their employers. We analyze the tax 
measures as below;

Pay As You Earn

100% tax relief for low income earners

The President directed the National Treasury to 
implement an immediate relief of 100% for Kenyans 
earning up to Kenyan shillings 24,000. This would ensure 
that they have additional disposable income of between 
Ksh 1,000 to Ksh 1,400 which enhance consumption and 
acquisition of basic items. 

However, while it was not clear when the proposed 
measure would be effective, we expect the National 
Treasury to issue a Gazette Notice that would provide 
guidelines on effective date. It is not clear whether the 
proposed 100% tax relief would be effected either from 
March 2020 salaries or April 2020 since some companies 
have already processed the March 2020 payroll and paid 
their respective employees.

Reduction of maximum PAYE rate

Similarly, the President directed that income tax rate 
should be reduced from the maximum of 30% to 25%. 
The proposal was supposed to create fairness among 
high income earners who earn income above Ksh 47,059 
that attracts tax at the rate of 30%. This is a welcome 
move as it would enable employees to have additional 
disposable income which would be used to enhance 
consumption at this hard economic time.
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Income Tax 

Reduction of corporation tax

The President directed that corporation income tax 
rate be reduced from the maximum of 30% to 25%. This 
proposal is meant to relieve companies from huge tax 
expenses. Again the reduction in income tax rate is in 
tandem with anticipated reduced economic activities 
for most of the companies. This is a welcome move as 
it would enable the companies have additional retained 
earnings for future operations if they manage to make 
any profits. Further, this would cushion companies hard 
hit by the pandemic against employee expenses and 
laying off employees.

However, it is not clear whether the reduced rate of 25% 
would apply to all companies with accounting period end 
falling within 2020. Further, the non-resident companies 
have not been included since they pay corporate taxes at 
37.5%.

Reduction of Turn Over Tax 

Turn over Tax (ToT) was recently re-introduced 
to informal sector and Micro, Small and Medium 
Enterprises (MSMEs) at the rate of 3% of gross revenue. 
The tax is accounted and paid to KRA on or before 
20th following end month. Since these players form the 
backbone of the economy, the President proposed that 
ToT be reduced from 3% to 1%. This a relief move that 
would ensure that these taxpayers have more disposable 
income due to reduced economic activities. We laud the 
president for making these drastic measures to cushion 
informal sector and SMSEs from tough economic effects 
of the pandemic. 

Would PAYE, Income Tax and ToT rates reduction be 
effected immediately?

While in the President directed the CS for National 
Treasury to ensure that these changes are effected 
immediately, the law requires that where the existing tax 
rate is to be varied by more than 25% either upwards or 
downwards from the current rate, then Parliament should 
approve the legislative changes before they are enacted 
into law. This would apply to proposed changes with 
PAYE relief, reduction of maximum PAYE rate, reduction 
of corporation tax rate and ToT. At the current situation 
of social distancing, and noting that the Parliament is in 
recess, we are not sure whether the Parliament would 
convene to move an amendment bill and pass these 
changes into law.

Value Added Tax 

Reduction of VAT rate from 16% to 14%

The President directed the National Treasury to cause 
immediate reduction of the VAT from the current rate 
of 16% to 14%. The Cabinet Secretary for the National 
Treasury and Planning Gazetted the Value Added Tax 
(Amendment of the Rate of Tax) Order, 2020 on 26 March 
2020 with an effective date of 1 April 2020. 

In view of this, the taxpayers who are registered for 
VAT will have to engage their electronic registers 
and accounting software providers to configure their 
electronic tax registers and accounting systems 
accordingly. Similarly, KRA is expected to move with 
speed and effect the new rates on iTax.

This is a welcome proposal which is meant to relieve 
companies from cash flow challenges due to anticipated 
reduced cash flows in the economy. Further, the 
reduction in the VAT rate is expected to lower the cost 
of a variety of basic items at this hard times such as 
electricity, sanitizers, detergents, processed foods, 
among other items charged to VAT. Most of the food 
items are exempt from VAT and we hope the prices 
would remain unchanged.

Payment of approved VAT refunds 

The President, authorized the KRA to expedite the 
payment of all verified VAT refund claims amounting to 
KSh 10 Billion within 3 weeks. In the alternative, the KRA 
should allow for offsetting of VAT refunds claim with 
other tax liabilities in order to improve cash flows for 
business. 

This is a welcome move and we hope that KRA would 
adhere to the proposal and pay the taxpayers all verified 
VAT claims. 

Other proposed state interventions 

Appropriation of additional funds for elderly

The President directed that an additional funds totaling 
Ksh 10 Billion should be appropriate to cater for the 
elderly, orphans and other vulnerable members of our 
society through cash transfers by the Ministry of Labour 
and Social Protection. This is meant to cushion these 
Kenyans from the adverse economic effects of Covid-19 
pandemic.
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Temporary suspension of listing with CRB

The President directed that there be a temporary 
suspension of the listing with Credit Reference 
Bureaus (CRB) of any person, Micro, Small and Medium 
Enterprises (MSMEs) and corporate entities whose loan 
account fall overdue or is in arrears, effective 1st April, 
2020. This is relief to defaulters who were about to be 
listed. However, it is not clear if this proposal is meant to 
encourage potential defaulters to apply for loan facility 
from financial institutions.

Immediate payment of outstanding bills

The President directed all ministries and departments 
to ensure payment of at least 13 Billion of the verified 
pending bills within 3 weeks. Also he encouraged 
private sector to clear that all outstanding payments 
among themselves within 3 weeks. This is meant to 
improve liquidity in the economy and ensure businesses 
remain afloat by enhancing their cash flows. We hope 
the Government and private sector will adhere to this 
directive and clear all pending bills immediately.

Appropriation of additional funds for Universal Health 
Coverage

The President directed Ksh 1 Billion from the Universal 
Health Coverage kitty, be immediately appropriated 
strictly towards the recruitment of additional health 
workers to support in the management of the spread of 
Covid-19. He further directed the Ministry of Health, the 
County Governments and the Public Service Commission 
to expedite the recruitment process.

This is a welcome move to increase the work force in the 
health sector at this critical moment in Kenya.  

Voluntary salary reduction by senior Government 
officers

The President offered voluntary reduction in the 
salaries of the senior ranks of the National Executive. 
Leading by example, he proposed voluntary reduction 
of the President & Deputy President at 80%. Others 
being Cabinet Secretaries at 30%, Chief Administrative 
Secretaries at 30% and Principal Secretaries at 20%. The 
President further encouraged other arms of Government 
and tiers of Government to join in the national endeavor 
by making similar voluntary reductions. This is a 
welcome move in spirit of sharing the burden occasioned 
by the pandemic as it will free-up monies to compact this 
pandemic. We hope other senior staff would follow suit 
and offer salary reductions.

Call to work from home

To contain the spread through social distancing, the 
President directed State Agencies to issue guidelines 
to establish and implement frameworks for staff to 
work from home. He further directed that all state and 
public officers with pre-existing conditions and/or aged 
58 years and above, serving in job group S and below 
or their equivalents to take leave or forthwith work from 
home.

This directive excludes personnel in the security sector 
and other essential services providers such as health 
workers, supermarkets, food distributors, licensed 
petroleum dealers among other.  This is welcome move 
in containing the spread of the virus and avoid eventual 
fatalities especially to the sick and aged who have 
compromised immunity.  

Daily Curfew Sanction

The President directed that there will be a daily curfew 
during the dark hours from 7 p.m to 5 a.m effective 27th 
March 2020 save for Medical Professionals, Health 
Workers, Critical and Essential Services Providers. This 
is meant to encourage the social distancing and monitor 
movement of Kenyans as way of containing the spread.  

Unmet expectations
We expected the President to consider exemption of 
maize and wheat flour to allow manufacturers claim 
the input VAT which would lower the cost of these 
commodities that form the basic food for the citizens. 
Further, we expected the prices of fuel to be reduced 
drastically since it directly affects the food prices. 

Conclusion
We laud the President for the tax relief measures that 
would go a long way in cushion Kenyans from economic 
meltdown of Covid-19. We expected the President to 
consider exemption of maize and wheat flour to allow 
manufacturers claim the input VAT which would lower 
the cost of these commodities that form the basic food 
for the citizens. Further, we expect the prices of fuel to 
be reduced drastically since it directly affects the food 
prices. 
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How we can assist
Bakertilly can assist you to review the impact of the interruptions and how it would affect the tax obligations and 
recommend on the appropriate action. We would be willing to assist you in analyzing the impact of the proposed 
changes in your operations and how to effect the proposed changes.

Get in Touch
Should you require more information or wish to discuss this further, please do not hesitate to reach out to any of our 
contacts at Bakertilly or kindly contact the team below:


