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COUNTRY INFORMATION

Kenya covers a total area of approximately 582 650 square
kilometres. The population is approximately 45 million.

POLITICAL SYSTEM

Multiparty democracy.

ECONOMIC OVERVIEW

The investment climate in Kenya is characterised by a stable
political environment, well developed financial systems and
ICT infrastructure, regulatory reforms to facilitate the ease of
doing business and various fiscal and non-fiscal investment
incentives for investors.

Fiscal investment incentives available in Kenya comprise
various sector-focused incentives, incentives for enterprises
within export processing zones and special economic
zones and incentives under a Special Operating Framework
Arrangement (SOFA) with the Government of Kenya.

The fiscal incentives available in the main investment sectors
of agriculture, health, energy, manufacturing and the digital
and creative economy sectors include 100% investment
deduction allowance on capital expenditure on buildings
and machinery (subject to investment minimums and location
of investment in some sectors), exemption or reduction of
income tax for enterprises in some of the sectors and VAT
incentives (either zero-rating or exempted) on specific
products such as agricultural inputs, pharmaceutical inputs,
specialised equipment for the development and generation
of solar and wind energy, goods imported or purchased
locally for the direct and exclusive use in the construction of
houses under an affordable housing scheme, inputs or raw
materials locally purchased or imported by manufacturers of
agricultural machinery and implements among others.

Fiscal incentives available to enterprises within Export
Processing Zones (EPZs) include:

- a 10-year corporate tax holiday followed by a reduced
corporate income tax rate of 25% for the subsequent 10
years

« a 10-year withholding tax holiday

«a 100% investment deduction allowance on capital
expenditure on new buildings and machinery used for EPZ
operations

«a permanent exemption from stamp duty on legal
instruments

- a permanent exemption from VAT and customs import
duties on inputs.
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Special economic zones (SEZs) have also been established
in Kenya under the Special Economic Zones Act which
came into force in December 2015. SEZs are intended to
operate as designated areas with preferential trade and
business policies. Enterprises licensed under the Act will
be exempted from value added tax, excise duty, import
duty, import declaration fee and benefit from preferential
rates on corporate tax and withholding tax, in addition to
receiving other significant incentives. It is expected that the
EPZs and SEZs regimes will be merged to address legal and
institutional challenges in the management of the zones.

Incentives under special operating framework arrangements
with the Government were introduced in the Finance Act,
2022 to benefit the following types of companies:

« companies engaged in business under a special operating
framework arrangement with the Government

« companies incorporated for purposes of undertaking the
manufacture of human vaccines

- companies whose capital investment is at least 10 billion
Kenyan Shillings (approximately USD 77 500 000).

Under such arrangements, the qualifying companies would
be subject to rates of income tax agreed under the special
operating arrangement with the Government.

Non-fiscal incentives to investors comprise administrative
support provided to investors by Governmental authorities,
specifically the Kenya Investment Promotion Authority as
well as the regulatory authorities for EPZs (Export Processing
Zones Authority) and SEZs (Special Economic Zones
Authority) which provide a one-stop-shop service to investors
in terms of facilitating regulatory approvals for establishment
of business and obtaining of applicable fiscal incentives.

The Companies Act (Cap. 486 Laws of Kenya) which was
enacted in 2015 completely overhauled the legal framework
governing companies in Kenya. The new regime is similar
to the UK Companies Act 2006 and has undergone various
legislative amendments aimed at easing the doing of
business. The Insolvency Act, Cap. 53 Laws of Kenya (which
was enacted alongside the Companies Act), overhauled
the regime on bankruptcy and insolvency and notably
introduced the administration of companies as a business
rescue measure.

Restrictions on foreign investments are limited to specific
sectors where minimum Kenyan co-ownership is mandatory.
These include insurance companies, banks, engineering
firms, financial sector advisers (non-statutory government
policy restrictions), airlines (air services providers) and
maritime services providers. Generally, there are no
restrictions on foreigners being appointed as directors.

Dealingsin agricultural land by non-citizens, including dealing
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in shares of a private company that holds agricultural land,
are prohibited unless special exemption from the restriction
is obtained. Non-Kenyans (including companies having any
non-Kenyan owners) are prohibited from dealing in land in
Kenya which is:

- within a zone of 25 kilometers from the inland national
boundary of Kenya

- within the first and second row from the high water mark of
the Indian Ocean

- any other land as may be declared to be controlled land
under any law or statute.

Dealing in any such “controlled land” by a non-Kenyan may
only be done with the prior written approval of the Cabinet
Secretary responsible for land matters.

Kenya’s membership of the East African Community (EAC)
and the Common Market for Eastern and Southern Africa
(COMESA) presents opportunities  for manufacturing
operations to exploit the benefits of those markets. The
East African Community Common Market Protocol, which
provides for the free movement of goods, services, persons,
labour and capital commenced on 1July 2010. Member states
have not however put in place the necessary institutional
framework for enforcement.

Real estate, ICT, financial and insurance services and
accommodation industries continue to be very active.

FORMS OF BUSINESS

- Company limited by guarantee

- Co-operatives

« Foreign companies otherwise known as branch offices
- Joint venture companies

- Limited liability partnerships

« Multinational companies

- Public Benefit Organisations

« Partnerships

- Private or public limited liability companies
« Private unlimited liability companies

- Sole proprietorship

- Sole traders

« Trusts.

FORMATION OF A COMPANY

Companies and foreign companies (branch offices) must
be registered at the Companies Registry based in Nairobi.
Businesses such as banks, telecommunications, digital
credit providers, payment service providers and insurance
companies require special licenses from the regulators of
these sectors. The e-Citizen online registration platform
continues to enhance efficiencies in the registration of
companies.
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REGULATORY FRAMEWORK

There is an active Capital Markets Authority. The statutory
Capital Markets Authority and Nairobi Securities Exchange
regulations govern issues of and dealings in securities
listed on the Nairobi Securities Exchange. The Competition
Authority regulates the creation or strengthening of
monopolies, including acquisitions and takeovers of
businesses where a change in control occurs.

EXCHANGE CONTROLS

There are no exchange control restrictions. Residents may
hold foreign currency accounts

TAXATION

Currently the main taxes are as follows:
TAX RATE

Income tax on
individuals

There are various tax rates applicable
to annual taxable income (in Kenyan
Shillings (KES)) as follows:
(a) On the first KES 288 000 — 10%
(b) On the next KES 100 000 — 25%
(c) On the next KES 5 612 000 — 30%
(d) On the next KES 3 600 000 — 32.5%
(e) On all income above

KES 9 600 000 — 35%
Resident individuals are entitled to a
personal relief of KES 2400 per month

Corporate tax 30%

Branch of Inputs and intermediary products (semi-
a foreign finished)

company

VAT 16%

Capital gains tax | 15%

Creation or 1%

increase in

share capital

Stamp Duty on
transfers of land

2% or 4% of value of land depending
on location.

Kenya has double taxation treaties with Canada, Denmark,
South Korea, Norway, Sweden, India, Zambia, United
Kingdom, Germany, France, Tanzania, Uganda, South Africa,
Mauritius, United Arab Emirates, Qatar, Seychelles, and Iran
and is currently negotiating a number of others with various
countries.

Various capital deductions are available on industrial
buildings, hotels, plant and machinery and mining investment.
Capital allowances are provided on the basis of cost on a
reducing balance basis.
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Benefits-in-kind paid to employees such a motor cars,
housing and loans are taxable. Employee taxes are based
around a pay-as-you-earn income tax deduction, a national
social security fund, an affordable housing levy and a social
health insurance fund levy Excise and customs duties
are also payable depending on the nature of the goods
produced or imported. There are no death duties/taxes
payable on personal estates.

THE AFFORDABLE HOUSING LEVY

The Affordable Housing Programme is one of the main
development agendas of the Government of Kenya aimed
at ensuring that low and middle income households have
access to decent and affordable housing. Introduced under
the Affordable Housing Act, 2024, the Affordable Housing
Levy is a monthly levy set at 3% of an employee’s gross salary
contributed monthly by both the employer and employee in
equal portions. Self-employed individuals are required to
contribute 1.5% of gross income.

THE SOCIAL HEALTH INSURANCE FUND

The Social Health Insurance Fund has been introduced as
the new national medical insurance scheme replacing the
National Health Insurance Fund. Monthly contributions to the
Fund for salaried employees are at a rate of 2.75% of gross
salary subject to a minimum contribution of 300 Kenyan
Shillings.

LEGAL SYSTEM

Kenya has a well-developed legal system, partially inherited
from its colonial past, with English common law forming the
basis, but combining traditional customary law and elements
of Islamic law with regard to marriage and succession. Kenya
adopted a new Constitution on 27 August 2010, which
sets a reform agenda for better governance and a path
to democratic stability. Kenya has a four-tier court system,
namely Magistrates Courts, High Court, Court of Appeal and
Supreme Court. There is provision for enforcement in Kenya
of certain foreign judgments where reciprocal arrangements
with foreign jurisdictions are in place.

Kenya is a signatory to the 1958 New York Convention on the
Recognition and Enforcement of Foreign Arbitral Awards and
the Arbitration Act (Cap. 49 Laws of Kenya) embodies most
of the provisions of the UNCITRAL Model Law.

INTELLECTUAL PROPERTY

Protection is provided by statute. Kenya is a signatory to
the Paris and Berne Conventions, the TRIPS Agreement, the
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African Regional Intellectual Property Organisation (ARIPO),
Harare Protocol and the Madrid Agreement and Protocol.
There are public registries for trade and service marks,
designs and patents.

DATA PROTECTION

The principal legislation on data protection in Kenya is the
Data Protection Act (Cap. 411C Laws of Kenya) which came
into force in 2019. The Act has extra-territorial scope of
application and applies to resident and non-resident data
controllers and data processors that process personal data
of data subjects located in Kenya.

With the exception of data processors or data controllers
with a turnover below 5 million Kenyan Shillings and
having less than 10 employees, all data controllers or data
processors in Kenya must register with the Office of the Data
Protection Commissioner. However, data controllers or data
processors involved in the following prescribed activities
must be registered regardless of the turnover and employee
count threshold: political canvassing, crime prevention
and prosecution, gambling, educational institutions, health
administration, hospitality services, property management,
financial services, telecommunications and direct marketing.

FINANCIAL SERVICES/INSURANCE

Kenya has the most sophisticated financial and capital
markets in the East African region. The Central Bank of Kenya
is responsible for the management of Kenya’s financial and
banking system with the Treasury. Bank supervision is of a
high standard. Currently, M-Pesa, which is a mobile phone-
based money transfer service (owned by Kenya’s biggest
telcom firm, Safaricom) has revolutionised the financial
sector and it is the most preferred method for transactions in
both formal and informal sectors although it is not regulated
by the Central Bank of Kenya.

The Capital Markets Authority is responsible for the regulation
and supervision of the capital markets, including the Nairobi
Securities Exchange. The Insurance Regulatory Authority is
responsible for the regulation of the insurance sector.

MEMBERSHIP OF INTERNATIONAL AND
REGIONAL ORGANISATIONS

Kenya is a member of the EAC, COMESA, African Union (AU),
United Nations (UN), African Caribbean and Pacific Group of
States (ACP) and the British Commonwealth.
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TRANSPORT

The Government is currently spending large amounts of
money to improve infrastructure including construction of an
expressway and major ring roads around Nairobi. Nairobi also
has a commuter rail service system which was introduced in
2020 and runs from the central business district to various
residential estates around Nairobi.

There are a number of huge transport infrastructure projects
under way including a standard gauge railway whose
phase | (from Mombasa to Nairobi) and 2A (from Nairobi
to Naivasha) are already complete and operational while
construction of phase IIB (from Naivasha to Malaba, Uganda)
is underway and expected to be completed by 2027 This
railway system is expected to considerably reduce the time
and cost expended for both cargo and passenger transport.
This is the biggest infrastructure project in Kenya since
independence and eventually the new railway is envisaged
to connect Kenya, Uganda, Rwanda, South Sudan and the
Democratic Republic of Congo.

ENERGY

The Energy and Petroleum Regulatory Authority is established
under the Energy Act (Cap. 314 Laws of Kenya) has the
mandate of regulating upstream petroleum, electricity, coal
and renewable energy. The legislation consolidates the laws
relating to energy in Kenya and provides for national and
county governments functions in relation to energy matters.

TELECOMMUNICATIONS

The Communications Authority of Kenya regulates the
telecommunications sector which is fully liberalised.

MANUFACTURING

There is historically no substantive industrial manufacturing
carried on in Kenya.

INFORMATION AND COMMUNICATIONS
TECHNOLOGY (ICT)

This is a fast-expanding sector and good opportunities
for investment continue to exist in this sector. The Kenya
ICT Board has the mandate to promote development and
investment opportunities in ICT.
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OIL

With the recent discovery of profitable oil and gas deposits
in Kenya, there is increased focus on petroleum and gas
exploration. The Petroleum Act (Cap. 308 Laws of Kenya)
provides the legal framework for contracting, exploration,
development and production of petroleum and aims
to facilitate greater transparency and accountability in
petroleum agreements and contracts. It also addresses
important issues such as revenue sharing, local content and
licensing of petroleum operations.

MINING

The growth of the mining sector is Kenya has been very
gradual in the recent past making a relatively minor
contribution to Kenya’s exports. Large scale mining has been
restricted to small number of projects.

TOURISM

Kenya has one of the biggest and most diverse tourism
industries in East Africa. Tourism remains one of the largest
foreign exchange earners in Kenya and is a key economic
driver.

AGRICULTURE

This is one of the main income earners for the country
especially inrecentyears with the expansion of the floriculture
and horticulture sectors. Tea and coffee are major crops.

LABOUR RELATIONS

The terms and conditions of employment are regulated
by the Employment Act, the Labour Institutions Act and
the Employment and Labour Relations Court Act. The
Labour Institutions Act governs the functions, powers and
composition of various labour related bodies, such as the
National Labour Board as well as the appointment, functions
and powers of officers responsible for labour matters. The
Labour Relations Act governs the establishment, registration,
dissolution and operation of trade unions, federations of
trade unions, employers’ organisations and federations
of employers. The Occupational Safety and Health Act
regulates safety, health and welfare in the workplace.
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