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RE: LEGAL NOTICFE NO. 115 OF 2021- INCOME TAX EXEMPTION ON THE
SEND-OFF PACKAGE PAID TO EMPLOYEES OF THE KENYA AIRWAYS
LIMITED

['he above-mentioned Legal Notice was published on 30" July, 2021.

In compliance with Section 11 of the Statutory Instruments Act, 2013, I hereby submit the
Legal Notice No.115 of 2021 on exemption of income tax on the send-off package paid to
the employees of Kenya Airways Limited and Explanatory Memorandum for the same. for
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Name of Statutory : The Inconjar__’tafx Exempti
Instrument il 5‘-.‘;‘;-“—?"(}2?}:- S Kodama. .
Name of Parent Act ¢ Income Tax Act Cap 470 1 T
Enacted Pursuant to :  Section 13(2) of the Income Tax Act
Name of the Ministry : The National Treasury and Planning
Gazetted on : 3ot July 2021
PART II

1. Purpose of the Statutory Instrument

The objective of the Legal Notice is to exempt from income tax the send-off
package of 187 employees of Kenya Airways PLC who exited the service
between January and March 2021.

2. Legislative Context

The Legal Notice seeks to exempt from income tax the send-off package, which
is three months’ salary paid in lieu of notice, severance pay and pay for
accumulated leave days, paid to the 187 retrenched employees of Kenya
Airways PLC in accordance with the provisions of Section 13(2) of the Income
Tax Act.

3. Policy Background

3.1 Kenya Airways PLC has been implementing a turn-around program
since 2019. As you may be aware, the company has been making losses
in the recent years due to various factors and this has financially
constrained the operations of the Airline. To mitigate the problem, the
Board in 2016 approved the implementation of a turn-around program,
which among others includes the rationalization of staff to reduce the
cost of operations. The rationalization of staff started in 2019. Due to
the impact of COVID-19 on the aviation industry since 2020, where




‘most of the international travels were suspended, fast-tracking the
rationalization of staff became absolutely necessary.

3.2 Considering that the retrenchment is voluntary, the tax exemption and
especially during the COVID-19 pandemic will encourage staff to take
the offer and also provide reasonable income to start off some activities
to sustain themselves.

4. Public Participation

Internationally, the effects of COVID-19 pandemic have been worse on airlines
to the extent that some airlines may not re-open operations after the pandemic
hence job losses. Kenya Airways PLC has been reporting losses for a long
period and now the situation is worse, this has led to the retrenchment of
some staff under a turn-around program to sustain the airline. However, the
representatives of the affected staff requested for improvement of the send-off
package that was agreed through the Collective Bargaining Agreement (CBA).

In view of the above, the Kenya Airways PLC sought the intervention of the
National Treasury to exempt the staff from income tax on the send-off package
as one of the ways to improve the send-off package.

5. Impact

The exemption is expected to facilitate the Kenya Airways Limited reduce the
cost of sustaining redundant staff following the reduced business occasioned
by the COVID-19 pandemic among other factors.

6. Monitoring and review

The implementation of the exemption will be monitored by the Kenya
Revenue Authority.

7. Request to the National Assembly
The National Assembly is invited to:
a) note the contents of this Memorandum and

b) accede to the Legal Notice No. 115 of 2021.

8. Contact

Cabinet Secretary,
National Treasury & Planning,

NAIROBI
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(Legislative Supplement No. 55)

CORRIGENDUM
On Page 708 —
In the first column of the sixth row, delete the expression
“LA99FRV62MILAT002” and insert the expression
“LA99FRW62MILAT002".

LEGAL NOTICE NoO. 115
THE INCOME TAX ACT
(Cap.470)
EXEMPTION

IN EXERCISE of the powers conferred by section 13 (2) of the
Income Tax Act, the Cabinet Secretary for the National Treasury and
Planning directs that three-months salary paid in lieu of notice, the
severance pay and payments for the accumulated leave days to the one
hundred and eighty-seven employees of Kenya Airways Limited who
were retrenched and left services between January, 2021 and March,
2021, shall be exempt from the provisions of the Act.

Provided that—

(a) The exemption shall not apply to other pension benefits paid
to the employees;

(b) The retrenched employees shall not be re-employed by
Kenya Airways Limited in any capacity or under any terms
whatsoever before the expiry of five years from the date of
the retrenchment;

(c) Kenya Airways Limited shall comply with any condition
imposed by the Commissioner; and

(d) Kenya Airways Limited shall furnish the Commissioner with
the names of the retrenched employees, the date on which
the employees left the service of Kenya Airways Limited,
the amount paid to each employee and a copy of the letter to
the employees confirming the retrenchment.

Dated the 7th July, 2021.
UKUR YATANI,
Cabinet Secretary for the National Treasury and Planning.

PRINTED AND PUBLISHED BY THE GOVERNMENT PRINTER, NAIROBI



NATIONAL COUNCIL FOR
LAW REPCORTING
LIBRARY

THE KENYA GAZETTE

Published by Authority of the Republic of Kenya
(Registered as a Newspaper at the G.P.O.)

Vol. CXXIIT—No. 157 * NAIROBI, 30th July, 2021 Price Sh. 60

CONTENTS
GAZETTE NOTICES
PAGE
County Governmems NOUCES ........cc....cocovitinicimiasmmnasianinn 3304, i
3317-3323 SUPPLEMENT Nos. 130, 132, 138, 139 and 142
The Land Registration Act—I[ssue of Provisional Legislative Supplements, 2021
Certificales, etc 3304-3317
LECAL NOTICE No. PAGE
The Independent Electoral and Boundaries Commission 103—The Public Order (State Curfew) Order (No. ),
Act—Corrigenda ... 317 2021 .. 705
The Teachers Service Commission—Admini ive 113—The Kenya Deve[nprncm Corpontlon Limited
Procedures on the Processing of Declarations of (Vesting) Order, 2021 .. 713
Income Assets and Liabilities (DIALS), November, 114—The Public Service Commission (Perfommce
-1 2. | O ———— o s 33233327 Management) Regulations, 2021 ......coovivmimnininininns 721
The Basic Education Act—Inaugural Meeting of the 115—The Income Tax Act—Exemption.... 743
Parents Teachers ASSOCIALION ....vevveiimeseienssemmncenssssiestesninans nn 116—The Universities Act— Lulupin Unlversuy
——— i ; Statutes .. - ; 745
ysical and Land Use Planmng Act— Canpld.m of
Development Plan, eic .. SPSUR kxryl 117—The Antl-Coumerfel (Amendmem) R:gulmml.
2021 .. 803
The Environmental Management and Co—ordination Act— [
Envirc Impact A t Study Report...........  3327-3332 SUPPLEMENT No. 144
Disposal of Uncollected GoOdS ..........oovvvvmvrervimmrimisenrcsienene. 3332-3333 Senate Bills, 2021
Change of NAMES ......oooovnmninrrsrssssmmmssssssss s 3334-3335 PAGE
The Insurance Act—Cancellation of Registration, efc.......... 3335-3337 The Special Needs Education Bill, 2021 ........cccomervenene 1113

(3303



