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General overview CGT in perspective Legislative framework CGT in East Africa CGT in other parts of the world The Good and the Bad (and the ugly) © 2013 KPMG Kenya, a registered partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative ("KPMG International"), a Swiss entity. . All rights reserved.
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CGT in perspective



Capital Gains Tax in perspective - CGT Tax on the increase in value of a non-inventory asset between its acquisition and disposal amount –i.e., a ‘wealth’ tax Primarily capital gains are from the sale of stocks, bonds, property and precious metals Not all countries implement a capital gains tax and most have different rates of taxation for individuals and corporations © 2013 KPMG Kenya, a registered partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative ("KPMG International"), a Swiss entity. . All rights reserved.
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History of CGT in Kenya First introduced in 1975 as Eighth Schedule to the ITA Suspended (Not Repealed) from 13 June 1985 Attempt to re-introduce CGT in 2006/07 Finance Bill - Effective 1 January 2007 covering gains on disposal of property (excluding motor vehicles and marketable securities) ©2010 KPMG Kenya. KPMG Kenya, a Kenyan partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International, a Swiss cooperative.



History of CGT in Kenya= Government is keen to re-introduce CGT , but no support from the National Assembly



Finance Act 2012: Piece-meal re-introduction of CGT: Withholding tax on the sale of property or shares in respect of oil companies, mining companies or mineral prospecting companies ©2010 KPMG Kenya. KPMG Kenya, a Kenyan partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International, a Swiss cooperative.



© 2012 KPMG Kenya, a registered partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative ("KPMG International"), a Swiss entity. . All rights reserved.



© 2012 KPMG Kenya, a registered partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative ("KPMG International"), a Swiss entity. . All rights reserved.
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Legal framework



Legal framework - The devil lies in the details Corporation tax  Compensating tax - backdoor CGT?



Withholding tax (WHT)  WHT on the sale of property or shares in respect of oil companies, mining companies or mineral prospecting companies ©2010 KPMG Kenya. KPMG Kenya, a Kenyan partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International, a Swiss cooperative.



Legal framework – The devil lies in the details= Withholding tax..cont  WHT on non-resident persons at 20%



 WHT on resident persons at 10% Value Added Tax (VAT)  VAT Act 2013 – The sale of commercial buildings is now subject to VAT at 16%



©2010 KPMG Kenya. KPMG Kenya, a Kenyan partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International, a Swiss cooperative.



CGT in EAC



CGT in Rwanda Capital gains are taxable as ordinary income  Individuals - taxable at the normal personal income tax rate  Corporations - taxable at the standard corporation tax rate - 30%



Capital gain on sale of shares listed at the Rwanda Stock Exchange are tax exempt 0% CGT where there is DTA, e.g. Belgium, Mauritius, South Africa © 2013 KPMG Kenya, a registered partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative ("KPMG International"), a Swiss entity. . All rights reserved.



CGT in Uganda and Tanzania Uganda: CGT rate of 30% applicable on business assets only Mining companies - the rate ranges from 25%45% based on profitability of the mine Tanzania: Capital gains are treated as normal business income for companies and taxed at the standard corporate tax rate of 30% © 2013 KPMG Kenya, a registered partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative ("KPMG International"), a Swiss entity. . All rights reserved.



CGT (%) - Kenya Comparative overview



© 2012 KPMG Kenya, a registered partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative ("KPMG International"), a Swiss entity. . All rights reserved.



CGT in other parts of the world



Top OECD countries individual CGT rates 2012



© 2010 KPMG International Cooperative (“KPMG International”), a Swiss entity. Member firms of the KPMG network of independent firms are affiliated with KPMG International. KPMG International provides no client services. No member firm has any authority to obligate or bind KPMG International or any other member firm third parties, nor does KPMG International have any such authority to obligate or bind any member firm. All rights reserved.



CGT in - USA With certain exceptions, individuals and corporations pay income tax on the net total of all their capital gains Short-term capital gains are taxed at a higher rate - at the ordinary income tax rate. The tax rate for individuals on "long-term capital gains" (assets held for over one year) is lower than the ordinary income tax rate, and in some tax brackets there is no tax due on such gains. The tax rate on long-term gains is between 20% to 5% based on progressive tax Individuals are allowed to defer capital gains taxes with tax planning strategies ©2010 KPMG Kenya. KPMG Kenya, a Kenyan partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International, a Swiss cooperative.



CGT in United Kingdom  Residents (and trustees of various trusts) - 18% - 28% CGT  Certain gains are allowed to be rolled over upon reinvestment  Companies can claim an indexation allowance to offset the effect of inflation  Investments in some start up enterprises are also exempt  Entrepreneurs' Relief allows a lower rate of CGT paid by people involved for a year with a trading company and have a 5% or more shareholding  Companies are subject to corporation tax on capital gains ©2010 KPMG Kenya. KPMG Kenya, a Kenyan partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International, a Swiss cooperative.



CGT in INDIA  Long term capital gains from equities are not taxed if shares are sold through recognized stock exchange  Securities Transaction Tax - paid on sale of short term capital gains from equities - subject to CGT at 15%  Short term capital assets - Those held for 
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