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a twofold charge i= thue= obtained at the ~ource,

. Such an arrangerent ie  however, evidently not
}44 M V("‘-u ‘{.Jl pomrible d‘ individual shareholders themeelver are
able to claim relief from double taXHtion in the
'3 UV.se & e -,» Nd‘,} Colony. Unfortunately it ie intended to make ruler
under Section 10(2) of the i‘enys Ordinange for the
= '
'H’\~~ 'S ' '?‘ grant of )ax-::'ee pereronal allowancgss t6 non-residents.
s The B.I.H. ie, for thie rea~on, unable to ~ametion
(l ‘ﬂ\u the adoption of the "paying apent” device in thie
< cace for dealing with double taxation. iy out
L /vw 4 of the difficulty would be for the Governor to
p ) 3 9 declare hie intention to mike no ~uch pereonal
r s . § allowancee L0 non-reecidente, Thie would eati~D
4.4 4' e )"-/A-., o camint the 3.1.x. (Aliowancee already rade to eertain
7 g P of o Af reca- Picer. » clace~ee of pen-ioner~ are not of eurficient
b °
importunce of therecelve~ to nreclude cuch an
arrangerent).
i ¢ Lenya Commie-ioner of 1f, however, it ie decided by ienya to
1 nocome ’-Ac‘ s int by the Faet po forward with the polic, of franti non-re-t t
ATy n Bpwer and 11 § Company again~t the allowancee there are two po~-~ibilitie~, If the
e s ’ elr tdend=, {.e. at allowance~ are dependent upon the non-reeident's
’
1 1 . t = v i€
wo *Rilirrt 1n the i iy enya ‘and st a total irncome, he rate e 1 Llax ai 111 end
ach ee upon t articul.r circur~tancee and
,',f,'? . ) b in the und in the U.K. in each cace upon the rtic i C i
. ) will vary with the amount of total income: therd™
7 the edi, offer ~everasl
would be no fixed minimum rate of .’e 4 tax by
eling the ifficulty.
reference to which relief could be given and it
able ‘axs n on dividends payable,
would coneequently not be poe~ible t0o ure Lhe
¥t s pe sgent in London by & Dominion
"paying agent device (=ee the fi. et part of par:.
s 1= svoldalicby deduction, : »
of No., 7).
before vent  of U.L. tax from the dividends
On the other hand if there a fix
at le= han fMull ~tanderd rate. Aelie? from 9 ’ e ‘
- - allowance of, eay, £100 to all non-re~idente {t

would be poe-ible t0 make rule= in Xemya by w" ich
no tax would be deducted in re-pect of the income

out of which the firet 2100 of dividend i= paid

by




by the Company to esch rhareholder; and ..'or
higher total dividends the “paying agent”
device could be ured, It i» thie echeme whigh

the B.d.i. recommends for Zenys's coneideration,

Detalls Io'nl!‘hsotto be slaberated further,

e~pecially with the trestment of shareholdere

in more than one commany. enys may, however,
decide thet the low= of revenue involved inm
ranting non-rg~ident allowancer i+ Y00 great
e face n i care . re {or
ahove w re able
It & ccem nece~ -
3 1 e 1 * letie 3 > e -
It =t Le ¢ ie e ut o y of
- ~ure |\ L W b depaiod
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I hed & long telk with Mr.Brook, the

London Secretary of the Company, on thie

o
subject, and he left with e the copy of his

to the Inland Revenue at (19). His

suggeestion is that the GCovernor should make »

statement that he does not propose to make

s under the provisions of Section I
r e Tax sroe
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Mr.

Firth of the B,I.R, had a discussion
with Mr. Dawe, Nr. Pagkin and myself on Friday,
10th June,
A sans 600
The s Nbcraroae was whethur
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meke. @, £ixed allomahee since it would entail &

s.pstadthal 10es of revenue. This argument

was quite clear and obviously has oonndo»ruble
force. It was however not so clear why, as L o
stated in 16, the Government of Kenya were not
prepared, in opder to overcome the difficulty

is case, to abandon the idea of making any

allowance to non-residents (other than

16 merely stated that they

1 8). 1
vere comiitted politicall the opposlte
course but it was daifficuilt to see why,
. i o arisen 1
e ol uia
Lt wae
tch had bette
ie Wade 1 1t
ras arranged that culd be iAvited to call
1t he office at 12 noon om Tuesday, l.U "
a hat . d be present.
r letter_at 17 waa s Lo kr. Fivth
t 1 rved
v zent par that -
e
ttep 8CCOT he factls
. I o -
akir allowa 1 non-residents
= a t over b ue ‘M 13 R 2
‘4‘“: 5 . 18,8 . 3 strikes
s bein er & DGEDAONS.
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The problem of the arrangec

f doubl¥ ifoeme tax was 4i

with Mr. Pirth et & meeting
of May, et which Sir A.fade was also
Even after refreshing his memory, by reference to the
report of tbe Select Committee which considered the
Bill 2 Kenye, and t the debates in
vouncll, 3ir A.7ade was unsdle %o enlt
regerd t n sovernor’
now be loult iefend a degiaiom not
perscnal allowances Lo non-resfdeat tax payers.
issidn, 1t was agreed t
1 rite seaxl ¢
draft herewith,
on with
e Araf
rrence »

Shogid alao go to $Mr A.fude, in view of thé Tavt
Lhat we are purperting to set out hise views on the
satter. I submit dreft for conson.
. fhen these drafts have issued, the file
should be recirculated to Mr. Bowmyer for nies
observations on Noes3d and 26, which I have mentioned

to nim.
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This letter does not carry us very much
further, though it is curto'u- that, on the guestion
of personal allowances, the Governor has not
discussed the possibility of giving personal
allowances only to pensioners, and not to other
persons with small fnco-'o.. since Somerset House
would be gquite p;ep:r;d to make an arrangement
which would dispose of the difficulties of the
East African Power and Lighting Company, if it
were decided not to grant personal allowances to
non-residents, other than pensioners. The
explanation is no doubt, however, that the Governor
regards himself as committed to granting personal
allowances to all persons of small means.

In paragraph 8 the Governor makes a
constructive suggestion which i1s, however, a matter
for the experts at Somerset House to consider, and
is not one on which the Colonial Office can usefully
comment . As, however, the Governor mentions that
this suggestion foliows on others already made by
Mr.Mundy in the semi-official correspondence with
Somerset Houu(o\' which we have not had copun))
but which have not been regarded as feasible by
Somerset House, I am inclined to doubt whether
anything will come of it.

As regards action, we can guite clearly

do nothing more than to send a copy of this letter

to Mr.Pirth for consideration. I submit draft
accordingly.
‘ ’7‘%‘uh;
P i
21.7.38.
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Govemsass Notes

THE INCOME TAX ORDINANCE. 1937
Ruces -

IN EXERCISE of the powers conferred upon hum by
socuon 10 (of the Income Tax Ordinance, 1937 His
Escellency the Govermor i (ouncil has been pleased 0
make the followng R ules

| These Rules may be cited as the Income Tax (Noo
Resdents Allowances) Rules. 19387

2 Is those Rules unless the context otherwise roguarcs
“the Ovdisance™ means the lncome Tax Ordinance. 1937

3 In asenaining the chargeable wcome of & non
romdem_individual who s & Brush subpct other than aa
individual referved 1© i paragraph G or o paragraph (b
of e subesction (I of secuon 10 of the Ordinance there
shall be allowed deductions of

@ Two hundesd and twenty five poundil » e case
of ba wtivdual who, d bc were remdent, would be
entithed © claim doductions umiee Both secton |5 and
swction 16 of the Ordinance

o™~

4 Two bundred pounds i the case of an individual

who, #f he were resident, would Be enttied © clam 8

daduction wader scton |15,

-
“ 0 One bundred and lorty pounds o the case of any

o ether individual.

ad
,wk amount chargrable © a1 under
e of

@ Any imcome anung @ respect of amy e
Wastrstion rom soy office o cmploymen
of groft hald by the Indivdusl o
respect of any peowmos, Sperkanuation. of
other aliowsnoe. deforved pay, or com
pensation for low of office. given in respect
of the past services of the ind:vidual or of
the hustund of parest of the indrvadusl v
any office o employment of profid. o
pven 10 e ndivadual @ reapect of the



ocours in the fifth line of sub-paragraph (@ the words

.y ) ﬂunm'kndch-wu-?unuu
supplemgnied by the Form LT4 N st out in the
Schedule hereto m the case of a e Baush subge

who claims a deducthon under the Income Tax (Noo-Regdent
Allowances) Rules. 1938~

By Command of His £acellency the Governor in Council

Nawobs

This e day of .19

Clerk 10 the Executive Council
SCHEDULE

No.s g Fosg LT 1 (MR
Plegie quote sbowe sumber
B eR) communcaon Yess o8 Asessaaer W
relafing 1o this form

COLONY AND PROTECTORATE OF KENYA
-

Income Tax Omoeance -SBevom 10 D

CLAIM FOR DEDUCTIONS TO BE COMPLETED BY A
NON-RESIDENT BRITISH SWB/PXY

Yo Browe Jist Deceeses, $
! Srarmemer or Beooast NOT LIABLE w Wawrs bawne Tas
Swste enactly from wha! o derived TThe snnuel value of
ey property cocupeed mes e weheded )

Nabre of bucos R

. : ‘




4

l(‘)mmﬁ'-.hlmm‘l.‘.. ........ sevamase
(B)If 50, on what grounds? .. . . * . S sseeR
() Where were you born? .. " 5 o
{If you are a widow, what was the full name and nationality
of your late husband and where was he born?)
(d) Have you become naturalized in any other country?

(€) If you are a naturalized Briush subject, what was the date of the
Ceruficate of Naturalization, what was its number, and where
was it issued ? iR

). W
Full ayme of wife
who was living with the laxpayer or wholly maintained by him
duriag the year ended 31st December, i

4 Canp
-
Living .during the year ended 3lst Defember, . and under
Sixteen years of age on Ist January, . or who, if gver tha

Agr Was reociving Full-wme instruction ai‘any University, Col-

lege. School or other Educationg) Establishment, or was articied

or mdentured. “Child” includes W siepchild, an dlegitimate

child, or an adopted child who was during the year ended 31st

Decenber, - Wholly amattaned by the individual
—_—

J | In the case of
} { Name and address of | = step-child,
Date of | 1he university, college,| illegitimate child

Full nangy hald : { “tc. @ the case of & | or adapted child
W | ohild over sixtesn | stato whethee
yoars of age * wholly
maintained

— —
|
|

|

1
MiLaRATION. —] hereby declare that the above statements and par
"TUIATS are (rue and correct in every respet and that the amount
ficome declared, wgether with the amounts declared on Form
IT | tor the same year, represent The whole of my income from

wource whatever (“neluding any income of my wife)
whether hable 10 Kenya Income Tax or nes for the year ending
Decembe 71

Date ST
Signature of Claimans

“To be struck through if unmarried

s
COLONY AND PROTECTORATE OF KENYA

IncoME Tax OmDINANCE, 1937

DEDUCTIONS ALLOWED TO A NON-RESIDENT BRITISH
SUBJECT
NOTES AND EXPLANATIONS

A noo-resident British subject whose total income from all sources
whether derived from Kenya or not does not exceed certain limits may
claim deductions of : —

One-fifth of the amount of any earned income including a pension
chargeable 10 Kenya Income Tax; and, £140 in the case of a single
individual;

or, £200 in the case of an individual who, if resideat in Kenya, could
claim a deduction in respect of & wife under section |5 of the Ordin
ance,

or, £225 in the case of an individual who, if resident, could claim a
deduction in respect of the wife under section |15 and alsd in respect
of a cThAId under section 16 of the Ordinance

The total of these deductions must be reduced by two pounds for
every- pound by which the total income of the individual from all
Sources exceeds the amount of the deductions. -

Exampie. <A British subjett baving his wife living with himi has
a total income of £300 of which £250 is derived from a peasion from

»Kenyd apd £50 from sources outside thé Colony

Hg is entitled. to a deduction of one-fifth of £250 £50
and 200

150

Less Twice (£300- £250) foo
£1%

The Tax payable will then be £250 less £150 £100 at Sh

in the £
Any non-resident Briush subject who claims such a deductuon
should complete the form of declaration of income overleal
Where the claimant has already made » declaraton of sotal in

come (0 the United Kingdom Inland Revenue l:ﬂ““"(” a certificaie
1ssued by that Department as 1o the amou: total income from
all sources will be accepted in lieu of the@®laraton overleaf

SecTion 45 —In ascertaining the- chargéable income of an in
Gividual who is resident in the ( olony and who proves 1o the satisfac
tion of the Commissioner that he had during the year immediately
preceding the year of assessment a wife or wives living with or wholly
Maintained by him there shall be allowed a deduction of one hundred
and fifty pounds.

Secrion 16.—In Ascertaining the chargeable income of an in
dividual who is resident in the Colony and who proves 1o the satisfac
tion of the Commissioner that he had any child living at any time
within the year Preceding the year of assessment who was either under

-;‘
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SECRETARIES' OFFICE, it
INLAND REVENUE,

o~ SoMewseTr House, Loxpon, W.C2.

;I ! > 1938 17th December, :,

Dear Paskin,

) Keaye.

Thask you for the copy of Kemys telegram No. 304
of the Sth Decwsber.

The ctmpany bas been admitted to the paying agent
simengiient 18 regard to the dividend paysble on 16th Decesber.
gmwmuwmtx-nunnuhﬂ
An regand te feture dividends as cocasien arises, and that the
“grest oF paying sgent relief depends upon there being no change
1a the genersl conditions.

e should be greteful Tor a copy of the actual text
_of Whe Bules s soon as this Ls avallable.

Tours sinoersly,

J. . Nakia, Bag. '




TSCS
COPY FOR REGISTRATION
Telegran from the Governor of Kenys to the Jecretary of ate

r the Colonies.
Dated 8th Jscember,1938 Heonived 10.35an 8%h Lecember 1904,

No 04,

51 Your telegras No A8, - Inocme tax rulee as ir
draft approved by the Legislative Ocunoll tedsy with effect
fromlst Jemuary 1997,




Parly US.of S
Sacrelary of Siate. ’ t

DRAFT(¢)

FURTHER ACTION.




SECRETARIES’ OFFICE,

Q/ INLAND REWENUE,
Houst
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will have wery little time to make other arrengenents, —

. Tou will doub€less telegraph to Kemyn csking them
)
to report the result of the proceedings on 7th December by

telagiupli at the earliest possible moment.

{ours sincerely,



3 5'4-/ ¥
Cowr
fn—-mmmu;mummmn
State for the Colonies. - . Ty
Dated Zlst.November 1930, Received 5.455 W. Rlet.Novesber,
» 4 L
1 sihoviass .
- ) i
T il .
»o. iasy - e =
L. I/ T “Your Selegrem pé. 180,  nule -as in dreft approved
. by She Goversor-1a Souscil for promulgation-and ] o the
T~ fSeble of the LAgLAlative Council, JecenberePih whem tue
y  reeslutiue wiil B meved iximg Jemusry let w37 se the date
: g"'mnm-. o
s
- :
m-ﬁ‘-_kj_ - o




p Dowming Street.
38084, 1, 35 4th Novesber, 1968.

Dear Wade,

In sommeetion with our telegres No. 5o
of today's Gate, 1 smalose & copy of & latier and »

— emrenium Wik 1 Mve hed frem Pirth m B

b jest of the draft Rules wnder Section 10 of the
Incoms Tax Ordinsnce whish you sent o me With your
letted Boe W/VEAL /A XVIILYS of the 19th of
Lo e

Yours slmoerely,
Bigned) J. ). PASKIN

SIR ARMIGEL WADS, O.W.0. ,0.B. K.



Secretaries' 0ffice,
Inland Revenue,
Somerset House, London. W.C.32
T.1162/19/37. 3rd November 1938.

B TS o
I enclose a note on the Kenys alterations to the
proposals enabling m.cw to be admitted to paying
agent relief in the United Xingdem which I suggest should
be communioated to Kenya with all poesible speed. You will |
‘m that the promulgation of Rules in the terms enclosed ’
with the Kenya memorandum would ensble the Paying agent
arrangement to be dpnod’ to the forthooming dividend
- R provided that effect is given to the rules in Kenya bdefore
. the dividend {s declared.
But the limitation introduced by Kenys will ereate
a differentiation in the matter of Kenys allowances between
contributory pensioners and other non-resident British

subjects. This is, of oou.no: not & matter within ouwr
province and in the cinmnmo’ has no bearing om the
application of the paying agent arrangement.. It may be
presumed that Kenya has fully considered what -y be
involyed in this dlsparity but we feel that 1t could not be
allowed to pass without ccmment.

We are in communisation with Brook of e Bast
Abu-n-u-uu‘uuo-.qnmum
Preliminaries of applying Whe 'paying agent’ arrengement,
but it unmm.-mmwmu
-u-nh"?‘—l‘“f- thelir operation
upon action being Saken by Kenys in time.

.'-' iﬂ.’ 'i.l.t.u-..

0 ’m. -Q-. .o;-




EKENYA INCOME TAX

Allowances to non-res ident
1

East African Power and Lishting go. Ltd.

The alterations of the draft Rules which the Kenya
Government pPropose in regard to the amounte and conditions of
the allowanges to be granted to non-resident British sub jec ts

present no difficulty so far @8 concerns the application to the

East African Power and Lighting Company of the arrangements for

allowing reliefr from United Kingdom income tax in respect of

Kenya income tax through the company's paying agent in London
on dividends paid to United Kingdam shareholders. The allowances
@8 amended will stand at £140 for a single man, £200 for a
married man and £226 for a married man 11"m children, together
with a special allowance in the case of earned incomes and
certain pensions, subject in all cases to reduction in t-h. amount
of the allowances of £2 in respect of €ach pound by which the
total incame exgeeds the amount of the allowdnces. The grant of
allowances on this scale would camply with the conditions
indicated in the Board's memorandun of the 9th September, and as
8oon as the allowances receive the force of law in Kenya the
campany could be admitted to the "paying agent" arrangement as
aforesald.

2. There are, however, certain aspects of the proposed
amendments which call for comment. It should be stated at the
outset that thege relate to matters of general principle in the
Kenya Ordinance on which the decision ie a matter for the Kenya
authorities, and they have no bearing Upon the application of
the "paying agent"” arrangement in the present case.

3. It is stated in paragraph 8 of the Kenya Memorandum
under reply that the Propgeed rules must be confined to non-
residents other than those who come within the application of

paragraphs

e —




r <

paragraphs (a) and (b) of Section 10 (2). These paragraphs
relate to persons, or their dependants, in receipt of
contributory pensions snd such are entitled to a fixed nno'llgo
of £150 irrespective of their circumstances, i.e. married or
single, and of their total incame.

Other non-residents (1ncluding other classes of
pensioners) who are British sub jects, who came within the
operation of the Rules, will be entitled under the Rules as
Qrafted to allowances which vary with their personal
¢ircumstances and total income and which may be more or less
favoursble than the fixed allowance according to the elm\_m’
of the particular case. f

Such disparity of treatment has no Justification !.n
prindiple and may weil give rise to camplaints between differeént
elasses of non-residents and different classes of pensioners. p
This vill depend won the musbers of the persons 1ikely 1o be I
affected and thelir circumstances and total incomes.

6. It may be presumed that the Kenym authorities have mn}
tonsidered this agpeoct-of the matter. The disparity would be
evolded by the assimilation of non-resident British sub jects
generally to the basis of the draft Rules and this was the
intention of the proposals put forward in the Board's Memorandwm
of 9th September. But as it is stated that the Rules must be
sonfined as indicated sbove, legislation would presumsbly be
Becsssary %o alter the allowances granted under Section 10 (2)

(a) and (b) and 1% has been gathered that it is desired to avoid
the necessity of smending the Kenys Ineome Tex Ordinance. A
further 41ffioulty is doubtless, the fact that the Rules apply to
non-resident British subjects, whereas the allowances granted
under Section 10 (2) (a) and (b) appear not to be so restricted
and to apply % non-residents generally.

T™he disparity could apparently be removed in the other

directim




direction by providing in the Rules that the allowance granted
mﬂhﬂﬂikuﬂtnm—n—dm. It
1s, of couree, -n‘uum\momuu-wnmnntty
\noﬂutdﬂ.ww;v-ul-ﬂmlautdn
msumuctnwuwmﬂlwtﬁlm
for a grester measure of vellef.

-
y.

5. Parsgraph 5 of the Kenys Memorandum proposes to -xu
‘o earned incomes the one-fifth allowance for which the Rules.
provide in case of eertain pensionsrs. (Here agsin it should
be emphasised that this extension would not arfect the
spplication of Lhe "paying ageat” arrengement fn predent
circusstances.) But it is cbeerved that the Kenys Oruuuic of
1987 ¢cntains mo provision for an earned income allowance in the
case O Fesidents in Tenga, tod o dleparily yould this be oreated

. hﬂ“d*ﬂoﬁ‘ﬂu vﬂho-nu inoome Lir Xenys as

cumpared wilh Kenys rosidente. The Eenys Wemoranium states
that the number of such cases 18 1ikely €6 be very small and it
ie sppreciated tiat the other personal Allowances are on & more
mmummormsu\oumz in higher
1inite of exemption gonerally fraom 11ability snd this may
dlaposs of \he prestisal aspect of the matter. -
< 6. “he gramt of the one-fifth sllowamse to mon-resident

Sritish pensioners in the case of the pensions coming within

(d)dmmﬂuu“w intended to give effect to
~M\op.t.ulu allowances to other than
o..thmmt-n.l-'n :-tmuwnwnm
Wm.un‘-‘.tpr-d inoome. But it
should be pointed out that by confining it %o gertain classes

of non~resident pensioners s provided in the Rules the dleparity
petween sugh cases and the aases which fall under section 10(8)
(a) snd (b) is inevessqd.

¥




7. 8o much for the general considerstions which arise for
cmid.oit(to. and decision by the Kemys authorities. It is
perhaps desirable to emphasise once more that they have no
bearing upon the Lmmediate gquestion with which the Board have
throughout been concerned, namely, the conditions upon which

the East African Power and Lighting Company could be sdmitted
to the "payimg agent” arrangement inm the United Kingdom. Thede
conditions would be satisfied by the promlgution of kules In tnq
terma enclosed with the Kenym despa i< z.der reply. It 1 .
sssumdd that the Mules vwill apply as from lst Jamuary .1037,
when the tax was first tpoeed. -

« It is of special Lgportance t fQﬁ.t that the -hx.uJ
of the gampany to the “payin gent”  arrangement is regard to
the forthomming dividead is Jépendent upon the necessary rules
I;c'.m( givem the effect OF law id lom‘ before uu dividend ias

deglared. The Campeny's reprosectatives ¢ _in eommunicstien
) -

with the Noard in London R regard to the prelinminary
arrangements bul 1t has been Dmpressed wpon them that suth
arrangements are provislome)] only an® depent for helr operetion
upon the position in Kenya at the date whem the 4ividend 19
Geclared.

O J. The Doard have no Jbecrvelions upom the prepesal in
pcri'grm 9 of the Kenya lMonorasntus, exoept toey that 1t is &
matter for the Kenyes suthorities and not one whiich sould appe-rs
to require thelr approval. They would be prepared teo ~Pply
claimants at their reguest with the nocessary sertificate of
total income in the United Kingdom.

10. The Board would be glad 1If wey could be informed at the

carliest date possible of 'he sotion that may be taren in Kenyw.
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'pPaying agent' arrangement, but it is being impressed upon him
thatmy arrangements made must be provisional and depend for their
operation upon action being taken by Kenya in time.

Yours sincerely,
T

/
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Allowances to non-resident

Bast Afri & ting Co.

The alterations of the draft Rules which the Kenya Govermment propose
in regard to the amounts and condltionn‘of the allewances to be granted to
non-resident British subjects present no difficulty so far as concerns the
application to the Bast African Power & Lighting Company of the arrangements
for allowing relief from United Kingdom income tax in respect of Kenya income
tax through the campany's paying agent in London on dividends paid to United
Kingdon sharetolders. The allowances as amended will stand at £140 for a
aingle man, £200 for a married man and £225 for a married man with children,
together with a special allowance in the case of earned incomes and certain
pensions, subject in all cases to reduction in the arount of the allowances
of £3 in respect of each pound by which the total income exceeds the amount
of the allowances. The grant of allowances on this scale would comply r
with the conditions indicated in the Board's memorandum of the 9th September,
and as socon as the allowances receive the forcesol law in Kenya the company
could be admitted to the "paying agent” arrangement as aforesaid.

8. There are, however, certain aspects of the propased amendments
which call for comment. It should be stated at the outset that these
relate to matgers of gemeral principle in tie Kenya Ordinance on whici the
decision is a matter for the Kenya authorities, and they have no bearing
upon the application of the "pasing agent" arrangement in the present case.

3. It is stated in paragraph 5 of the Kenya Memorandum under reply
that the pfoposed rules must be confined to non-residents other than those
who come within the appliocation of paragraphs (a) and (b, of Sectien 10(2).
T™ese paragraphs relate to persons, or their dependants, in receipt of
contributory pensions and such sre entitled to a fixed allownce of 21507
irvespective of their dm i.e. married or single, and of their
total income.

@Other non-residents (including other classes of pensioners) who are
Pritish sbjects, who dome within the opemation of the Rules, will be




residents in Kenys, and a disparity would thus be created 'n the case of

non-residents with earmed income in Kenya as compared with Kenys residents.
T™he Kenys Memorandum states that the mumber of such cases is likely to be
very ssall and it i» -inn:hut that the other personal allowances are on°
4 more generous scale in the case of residents and result in higher limits
of exemption gemerally from liabllity and this may Qispose of the practical
aspect of the matter. .

6. The grant of the ome-fifth allowance to non-resident British
penaioners in the case of the penstons coming within (d, of the arart rules
is dowbtless intended to give effect to the proposal to grant special
allowances to other than contributory pensioners and may be justified by
reference to the differentiation between carmed and uncarned income. But it
should be pointed au.t that by coafining it to certain classes of ron-resident
pensionsrs as provided in the Rules the disparity betweesn such cases and
the cases which fall under Section 10 (8, (a) and (b) is inoreased.

7. S0 much for the gemerul considerut.ons which arise for
consideration and dscision by the Kenyw suthorities. It is perhaps desirable
%0 saphasise once more that they have no bearing upon the immediate gquestion
with which the Board have thyoughout been concermed, namely, the conditions
upon which the East Afrioan Power & Lighting Cospany could be admitted to the
.qu w\‘mn“-l in the United Xingdom. These worditions would be
satiafied by the prosmuigation of Rules in the terms enclosed with the Kenya
despatch wnder reply. It is sssumed that the Rules will apply as from
1ot Jamuary 1907, when the tax was first laposed.

6. It is of special importance to repeat that the admission of the
compeny o u..m o.-t"m“\ in regard to-lh. forthooming dividend
s dependant won the necessary rules being glven the efiect of law in Kenya
bafore the dividend is declared. The Company's representatives are 'n
commnioation with the Bosrd in london in regard to the prelisminary
wraigesests but it has been lnpressed uwpon thes that such armangesents
are provisional only and depend for their operstion upon the position in
Esnys 4t the date svhen the dividend is declared.

S The Board have m obesrvations upon the proposal in paragreph §
of/



of the Keqys Memorandum, except t0 say that it is a matter for the Kenya

authorities and not one which would appear to require their approval. They

would be to ply claimants at their re st with the neceassa
P up e ry 1

!

10. The Board would be glad if they could be informed at the earliest -

certificate of total income in the United Kingdom.

date possible of the action that may be taken in Lenya.



Ref.No. S/B/RAL 5/4.V1 11/76.

THE SECRETARIAT,
NAI ROEI.

19th October, 1988.

Dear Paskin,

Thenk you for your letter of the 13th
September snd the letier and semorandum from the
Board of [olsnd Revesue on the Subjest of doudle

b
Income Tax relief. =
The Berd's moposals afford a ut"uxutou'
besis for s settlement of the guestion, sad we are
indeed grsteful o you for all the trouble you have
teken snd to the board for the generous sttitude
they have sdopted.
There are one or two minor slierstions

which we suggest should De wade to the pogrd's
propossls. They do onet, however, involve shy -
deperture from the principie which has cow been
scoepted. These further L'vpoull are clearly
explained 1o the enclosed sesorsndum, sad I do oot

' -1- think ....o

1



think thst you

widl

have any difficulty in gettiing

the Hoard to sgree to thea.

It is perticularly urgent thst the finsl
cousent of the Board should be given lo time L0
permit the (ompeny Lo pay iils Bveaber dgividend under
deduction of tax st Lhe reduced rele m I hope thst
you will &0 sl} thsl yowead Lo schicve this.

Youre siagerely,

('Q" {.vn?.‘
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BAST APRICAN POSER & LIGIIIN CO. kila
ALLQUANGES 19 JON-R53 [T

mmumgsu-—-u-m
m’omcunmmaumu
mﬂhp&d&hkwmmm-ﬂ-ﬂuuw
Mnlqu-u-dmmmumu-u
ummduuhxthmwuwuw.
m-mummmowunnmmu-
utut-h’llthl—*-

8. umnt\hwwumht
.m-—-umnmuumum—n-
-n_dﬁr—hmun-d-lumw
n-uhm-i-ﬂuawa”m--od’m.
nuu.u-lucummm.m—-uu—-du
Muumd-w—dmummna
-nul--lhm&ﬁ'th-fb"
’d‘&-lhnu.ﬂ\t-w—luhsn-
-ut--num-onuumunu—uw
for Higher ineomes,

8. nu.m.-’o‘um;mr-—hwn
revised, The result veuld be (vhere the imceme is whelly
pension) i~

(a) m—.uuntn-u.-.u—uuw
ereased fyem S188 %o Z170 for o single persen and
from S187 %o £850 for a married perecn.

(B) The velief weuld oease at S500 for o siagle pereen
and 489 for & married pereen.,

(0) The weasure of additienal werk invelved both in
Kenys and the United Kinglen wenld be redused by
the slisimation of & larger sasber of ssaller
I noomes .

/ (D) enseve
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(4) In the oase of single persons the relief would be
kept exaotly within the condiiicns lai? down and
in the case of a married person where the relief
should oease at i394 the limit would be 489 omly,

4. Attention has also beem given to the question of whe ther
the allowanoces shoul! be p-nuf:-a notional basis vhere the
whole of the income is not derived from Kenya. s the new
proposals give a much sharper decrease in the allowances it 1s
oonsidered that this ,uestion can be ignored,

5. It 1s felt that it will be diffieult to defend
politically the restriction of the ome-fifth allowance to ' en~
siomers anly and it is hoped that the Board will agree to this
allowanoce being extended to all imcome which is withim the
definition of ~armed Income im the Umited Kingdom. The
number of oases other than Pemsiomers will be ver small and
the conditions laid down by the Boar will mot be affected,

8, ., pamber of cases have already been noted in shich the
burden of tax on ‘ensiomers with children will still be heavy,
But for the faet that the conditions upon which child allowance
1s granted in Kenya do not eoineide exaotly with ‘hose in the
Uni ed Kingdom there would be mo diffioculty in extending the
allowanee withoat infringing th: comditioms laid lown by the
Roard,

s, however, it is unlikely that any cases will -rise
in <bie. an allowance would be granted nere and not in the United
Kinglom, (and the loard hive already indieated .ieir villimgness
to allow the relief to be granted for incemes up to <600y 1t is
suggested that o dedustiom for a aarried man with chilirem =ight
be pat at 2838 giving a limit of relief at L48S,

7e . statement is emolosed showing the effec. of the pro-
posed alterations for various inoomes.
8, If the suggestions meet with the Noard's approval the

mles to be made under sectiom 10(8) will be as set out on the
ascoompanying sheet, It will be noted (hat the ules must be

/ ounfined, eeee




)
5
eonfined to persons other than those already dealt with in
Jeotion 10(2) and that as all allowances are automatically
extinguished before the ome~fifth allowance reaches £lu there
1s no necd to provide for a restriotion,

0. If the soard approve, a further rule night be nade in
the 1ines of jeotion 44(2) of the Kenya Urdinance to enavble a
oertificate of total Income and allowances to be recelvable in
evidence for the purpose of granting the rel ief. It would
onsure that the rellef granted here would agree exactly with
the United . ingda: figures and would save the taxpayer the
trouble of naking two declarations o tota]l income.

10, 8 regards Paragrapgh 7 of the emorandun I unders tand
that the Company are prepared to rive an undertking if remired.
11, The Company has enmired whether it vill be possible

% pay its November dividend under deduct ion of tax at the
reduced rate and it ig hoped that the Board will now be In a
position to give tho weocessary authorlity,

12, It 1s fully appreciated that it nay be negessary to
reccusider the position generally at some future date.

/I—
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*In asoertaining the chargeable income of a nomeresident
ndividual who is a 3ritish subjest other than an individugl
referved to in pargragh (a) or In paragragh (b) of the cub-
seotion under which these mles may be nade there shall be
allowed deductions of:-

(a) 2225 ‘lu'.o o-u’uf an individual who as re.iuent
would be entitled (o olain deductions uncer both cotlon 10
and oot.ga 16.

(b) &£%C In the oase of an Indiviwmal who s resldent
would be entitlied to olals a deductlon under .cotlon 15,

or

(8) 414w in the oase of any other individual,

and

(d) ume fLIth of the amouni dhrgeabl: o tax under the
Lrdiamnce of

(1) 'y lmoame arising in respect of any Pesuner-tion
fros any offloe or emplaynent of wofit held by the imdiviamnl,
or in respect of any pensiom, superamm-tion, o ther «llow-
mee, daferved pay, or compensation for loss of offise, viven
ia respeot of the past sepvices of the imdividual or of the
maband or parent of the indiviimal In any oflce or ¢ lo-
wat of prefit, or given o the individual in respeci uf the
past serviees of any ueceased jerson, vhether the iadividual
or basdand o payent of the lndividual shell have contriuted
W sach pension, swperamnustion allowsnce, or Jeferred jay,
or nol; and

(11) 'y income which ls imeliiately derived by the
individual fyom the onsrying on or exereise by him of his
trede, jrofession, or veoation either & an individual, or,
in the onse of a porteership, a8 & partasr creondlly soting
harvin,

‘rovided that Lhe total dadugtions U be allowed

nler these ules hall be reduosd YW 28 for every 2) Wy




n “

whilgh the total imcome of the individmal from all sources,
whether ssorved in, derived from or received in the Colomy
or not exeeeds the amount of the deductions so allowsble”.




$/Tax.5/4/VIII !
The Secretariat,
Nairobi,
Kenya Colony

8th September, 1958

My dear ask
AR W 1 L v or t f income ax and
the East ricar wer ignting Co., out which we had
sh an @ taining and instructive § athering in Dawe'd
ffice € re same out here
n w i am sure, have se ou v '
f e t aly arkinson, whia i last
ntribution to the solwtlor { provlem. ave had
fard in my office t af ternoon t ing bitterly
e situat v and 5 mpany find themselves
ace e say 5 ng as investor ave to submit
e double ded . y ce 1 inve
me i v e
e, & CA n - v vha we ¥ i Jawe
e ppar Y 4 ) volve I
eCcOov e Kenys X make every Yy f gathe
a fard ,‘l‘, ol - et v a
he is mpletely defeated € X e
mpial ¥ 1 " , -
very hard at he wt as adopted s nsiste y reasona
attitude towards yve s [ e t { tax,
n AN
Paskin, Bsq., M.C.,
lomial Office




ko

-~

- ' uh

and has all along been a supporter of the tax, should

be the only person in the British Empire to be penalised

in this manmer, He fears that if nothing can be done

he may have to transfer the registration of his company
from Kenya to London, which would be a great pity for |
a number of reasons. ’

Now, the real point of this letter (having told
yowwhat you know already) is to ask you when we can
ev_-c—t an answer to the letter of -the 1lth July referred
to above. Will the Inland Revenue authorities cooperate
with us to the extent of coming te some kind of
arrangement such as that outlined in paragraph 8-of that
letter? If there is nothing to be done, the sooner we
know that the better, and thea we can decide whether
(a) %o leave things as they are, though you will note
from- paragraph 5 of Sir Robert's letter that he is quite
unable to contemplate this; or (b) to allow Ward to
transfer the registration of his company to London; or
(¢) to revise our ideas in some way or other about the
personal allowance, possibly by way of adopting the fixed
allowance principle in spite of the objections to it.

I know that you will sympathise with me in my efforts
to pacify Ward and let me have an answer as soon as you
conveniently can.

Yours sincerely, {

W_/‘:i‘




SIR ARMIGEL WADE, C-M.G., 0.B.E.,
- Secretsriat, -
MNeirobi. -

. «In the abeence of
Perkinson &:d Dawe, who are et

present on leave, I om writing to

-

you with reference to Skp Roberm

R

Brooke-Poghen's confidemtisl detter)
£ s B

v = . Foam——- ;
of the l1lth of July on the subject @
3 -

of doublé Income Tax relief. s,
= . . UM

— -




Ageat" pelief, snd the result id shown

ih the enclosed copiss of g letter snd ‘

amemorandun which I have row received

from Pirth

You 11) eee that the Projosals
which sre now submitted are o modification
f thooe suggested in Sir B ybert
B ke ~§ ‘s tter, & we hope that
they » fford a desis f & settlement
dest regards,
i*s siucerely,
11..).,.’*!&",
f
-
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, éummwﬂw-.-
2T Mu-mﬁnmumu—-
" the smount of the fixed allowance. With thess
would be due in the Sase of .umu-nuu.muu-—u—-u-n-

1£200 in the case of a single man) and such pareons in the United Eingdom

mnm‘)-u.huuuummxm—amnmm-uu
pﬂofmtm.nhtwm-uuhwuw

case and would afford the opportunity for adjusting the dominion income tax

relief.

3. mnuueabo-a_-—a-rmmumum(l)—um

n-foll-.i-
"In aspertaining the chargeable income of a non-resident
w’ou.mm”cmmrum
deductions of - .

(a) £150 in the case of an individual whe as resident would
be entitled to claim a deduction under Section 15

(l)nwlnthomnorwc&ruﬁw
- and

5 h,“-u-(qum-nuw :

s un” case um‘-t-aq.unu,- &
: Mmoﬁh‘& ‘

o 'ﬂwww tion,
1o ot e pring s srrpgmemt 1 s sy i
m‘!‘gmn o :“ "

" T,
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8. umwm-.—tmun.mumaﬂ
MKMMﬁnﬁmmuamdhﬁh~
per anrum. —

Kenya income tax would be deducted from the ai nx/-c.hho
3(mhtu~uofﬁnm.pmrmmmunuu‘u).
m"u«mldhmﬂwtuwimwbymuw
income tax at 1/-d in the £. m-thowingqontmldd.thlw
nuummuumnuﬂ-uxqmwmmmnmnulﬂnq

hlmlhrmldnhnmntolnilinhwmm ‘
-ﬂ“hlqnmmmmmemhdonmh‘.thtﬁw
income for the purposes of ‘Section 10(2) of the Kenya Oxdinance for a
Mmlltbu-nthetomimforwtdlbghmm
for the income tax year ending on the following 5th April, the hq...r‘
Taxes in hmﬁmwﬂd e.sily be able to compute the Kenya
mmm@u final lmynlﬂbxlity,tndnmw
excess relief. ;

hﬁocmofmabumiviﬁgdiﬂbnﬁlofmmmw "
Amnus from this comparny (there are understood to be four enly) Kenya income
hlnuldbo‘dmu.tl/-d- in the £, and it is suggested that relief
muhdwcmmmm-’ntnl/d-mnuttimll‘lﬂh.
be claimed in the ordinary way when the mm«uammm j
olmmdr‘mntohwl-m ;
7. Ith.bmnumtmomfﬂnmtmwmum :
nbm&thbﬂlldn.nmhmmumtm*
“Mf-nlmll—.hxmrhnutnn-blldﬂn*hm
8. hm-ntqh-lmthtthmndﬂhfw.m
wuum-mum.mnm-me&f

m“mnummuumuuan-;
eotail & memire of additiom] wrk for the departmemt. u\-qip\\J. s
m“umumwmﬁg-nm ‘ "
wwuamum e o

cohatderation 15 the







31 1 sm 8irected to scknowledge the receipt of your letter
of the 20th instant (Referemoce No,.88064/1/88), with regard to”
certain preovisions of the Kemys Inoome Tax Ordinance, 1937, frem
which it is noted that & report has been received from the Govermor
of Kamys to the sffet that the suggestions made in my letter of

30 the 26th May are likely wpes full emsmination te provide o
satiafactery selution of the difficulties which arise in applying
this Ordinance to insurenses effected in Kemys by Llopd's
Underwriters. :

The Committes of Llogd's are now scting upon the
suggestion made by the Gow mor that they should cammmicate direct
with the Commissioney of Inecme Tax, Nairebi.

1 an grateful teo you for advising me that Clanse 18, to

30 vhieh refurence was made in my letter of the 20th May, was daleted
frem the BILL before it passed fate lew, and I am much chliged to
ﬂb‘*-¢~¢~MUM

“. rum Sirected by the Committes of Llayd's to ask you to |
be 50 good s to somvey te Mr, Seeretary MasDomald w axpressiee :
of thelr best thanks for the astiss he has boen so good as to ke |
ia Bhis matter on thelr beball.

Im,

9

obodient Servent, |
; M.;




E.M.T. FIRTH, E8Q-
Somerset House.

ol L&‘)

Dear Firth,
I on&l;u s copy of the
Governor's reply to our letter’ of ;
the 20th of June on the subject of
nis Income Tax difficulties. You
will see that he still finds himselfl
unable to agree to adopt either of the
solutions suggested by you, but that
uro pow himself made & suggestion,
tn paregreph 8 of his letter, and I am
afreid that there is -oun._ror it
but to ssk you to consider it as
sympathetically as possible. 1
-~
#0ed hardly repest that the Célonial
Office is most anxious that some

’ solution
Puigeisd W st e A TA v
- <

B T e B S T T T e Y



solutiop should bo‘ found for thie

problem, if at'all poesible.

Yours sincerely,
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- - ‘ = ' GOVERNMENT HOUSE, 5
NAIROBI, "
/\Z KENYA, .
. CONFIDENTIAL (9 11t July, 19%8.

Y .
Dear Yplewmson

Thank you for your C'm;m‘;thl letter
of the 28th June on the subject of Income Tax. -
I think it would be better to deal .
with the various issues iowatoly.
2. In not wanting.to refuse allowances

to certain non-residents we are not concerned with

the ordinary investor who puts his money into &
Kenye Company; on the contrary the fact that thp..
people are being charged was one of the reasons for
the acceptance of the tax in the Colony; The g
persops we have to consider are the small pensioners.

and such people as widows who have a very small

income, partly or wholly derived from Kenya snd who

at present will be charged at Sh.1l/- in the £ an the

whole of their Kemya income. During the discussiom -
in Select Committee these cases were specifically

mentioned and Section 10(2) was drafted to emable

Loy, Fnlt (4

allowances/ .

9'r A.C.C. PEskinson K.C.V.0




GOVERNMENT HOUSE,
NAIROBI,
KENYA.

allowances to be given. This is clearly stated
in the Seldet Committee's Report and while it was
mentioned waly briefly in Council there is no doubt
that the allowances were promised. OQut of 420
Asien pensioners drawing less thap £150 per ennum
no less thap 380 are non-residents and if they are
to be charged I feel sure gquestions will be asked
immedistely in Legislative Coumcil. ~ That no
action has yet been taken by the Blected Members -
x : is explained by the fact that pending settlement of X
this whole matter no assessments have been raised
on non-resident pensioners. Representations
have already been made by the European Civil
Servants' (Gold Coast) Association on behalf of the
llro)nn’ pensioners.
3 The grant of a fixed allowance of
- 8150 would have the effect of exempting nearly all
g mon-resident inddvidusls from tax. Complete -
statistics are not yet available, but at least
1,700 individuals who pay tax, certeinly in small
smounts either on dividends or on direct assessment, =
wld escape and 1 am confident tht Elected Neabers

80t be pre to sccept this, point
g“ﬂrﬂ, tmwnhmu;l-




| : )

Jifficulty. 1o reising eapital., It has mot Beem

- views,

5 I'an quite unable to contemplate the
continuance of the present position with the
Company.

6. 1 feel that the Board do not fully
apprecists the very difficult positice in tais
Colany. Income Tax has already been introduced

GOVERNMENT HOUSE,
NAIROBI,
KENYA,

Colany suould eerteinly pay his share of the tax

if the residents have to pay, whether he gets
reiief in the United Kingdom or not.

A mnlltucodpoutmnnnl

to & fimd sllowance in that 1t would still need
thohl.chmtutoﬂhwm‘]

of the Board's letter of the 15th April to deal
with sharebolders receiving more than £700 a year 3
1n dividends and it might mot overcome the Company's

posaille, of course, to ascertain the Company's

a4 rejected wice and even now it cen be regarded \
as scoepted by the Elected Members on trial only. J T
At the last session of Degislative Council they S
pressed for the appointmest of an Ad hog committes
10 lnvestigate the working of the tax, to whioh

its opponents would present a very elaborate case 4




! = w.

} against its continuance. mwvmunﬁ"
| Ddut Governmest has already uwderteken to subait full
statistics to the Standing Finence Committee in July
end that Comittes will decide vhother any further
investigations are Decessary. It will be appreciated
mtm-\“‘-o‘lﬂlwnunuhtt.
opponents of the tax at this stage. nym
-ﬁ.‘ulml-lo(?)-nhmthtm
Legislative Cometl wd for political reasoms, it
wtvmxsm lft_l..w_r-t'uy
compelled to-admit thet (t's)ettitude towardd nen-
residents was Decessitated by the fact that a
spocific instance has arisen in which & Compeny has
~ bean prevested frow reising capitel ovisg to the
operations of the Income Tex Ordinance.

A - There remains paragreph 3 of your
mm“xtltmhmugnomt
Statement of the position, reises a little hope.
num\um\mm-ny.mmu«-
Sent cabnot be made is that relief might be granted
hhwdmﬂdmutuquum

s 8. LA umhwwm
: $hat the sllowsnoes are o be givn |
ks T . L ey !
AR LT R e b dad L 4



GovERNMENT House,
NairoBI,
-5 KENYA.

only to (a) pensiomers, and (b) persons of smail
incomes (or in other words, persons who would nof
umuocommuhn-m.tmﬁuw
rate). luuo:o-roruonmu.augt&
mmhm.«ﬂdﬂ“ﬁuhﬁ*y
rlthntththolul‘“mm
munnnymwtyuummmmm
where sxcessive uuornwnnumw e
~h)i-aptﬁm'¢uduthothtn- '.,_
mlh,-hxbmnﬂ-.ww-, =
“Mp“*“nu-du“~~
WQuduuumﬂM‘h
nade could be #0 framed that the assessing suthority
would know whether there was any $itle to rellef in
Kenys eod would be able to corveet sny over allowance,
whether & claim for relief was made to Kenya or not.
Proposals have slready been put faward by the
Commissioner of Income Tax in letters addressed to
the Board oo the 2nd snd 10th March last which might
be adapted to fit 1n with such & scheme. If pecessary,
the elaimant could be reguired to produce s certificate
of total incoms from the British Revenue Authorities
- to/

T
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NarOBI,

» KENYA.

to ensure that relief xtul—,_hn would qin *
exactly with that given in-the 'nited Kingdom. ,
As & W safeguard u;u of the sctusl dividends
paid would be available for m-ou.u. smong The

_assessing utloﬂun. -~ : Ehet

Lad 4

9. - &-uo ohho by Mr- -of “the
Conuyundudyha“dtdﬁquthnh
uhdhou_.unyythg-mt-ﬁ unum-n

‘e affected by the allowances we want 10 give.
: nmauumm..wuc--t'--o’-

-

mmﬂuu involved,

10, hnﬂ.tcwdu*h.

1t-1s reilised that the Board is copcermed with the
principle lovelved but I thisk they suoeld take imto
consideration what is believed to be the trivial amownt
of tax which is in questios and the sbsclute necessity
of avoiding politicel issues. The scheme suggested
h.ml-ulmmhﬁxy
objection put forward by the Expert, and while it may
involve the Board of Inland Kevenue in & certain
anowt of additional work there appears to be Do reasen
why they should not be sble to mcoept it, at least

for a year or two.




GOVERNMENT HOUSE,
NAIROBI,
KENYA,

ol LR - i

-3

1l. Incidentally it may not have hun made
sufficlently clear in the -¢orrespondence that the
Bast African Power end Lighting Company is at
present ‘t.ha only Company ro'ailtor.od in Kenya with
a paying agent in Lendon.- - I believe the reason
for tiis is that it originally started by taking
over a local conoouiai here. - -It is however

I think extremely mlibu that the same pounc-

" W11l arise again since I gnm advised that mny

apy other Co-pcny n@:mg money on the London Iu‘ht
would register in the United Kingdom.

.

)
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Ingome tax was imposed in 1937, following the
recossendation of Sir Alan Pim, in the face of great

opposition from the Unofficial Members. e i bebion

Lord Prancis Soott and -n* Jrogen who, ‘ltnodgh
opponsute of inoome tax, were anxipus thst-g more soothing
oi.omopou be restored, N‘:{;!\oﬂ to the Jovernor,
who pasesd on Lhe suggestion to Lord H-'mh. that he,
tne Jonr-t. should be suthorised to sake an announcement
to She omv\ that the decteion ss nnrd- nﬂmuu

or @olition of lnmnmuuuuuthhnﬂor

m»‘t.-&
when e was sstisfied thet wnumt

o f b, Joed B cisn
wste atallable 308 shboh e dres

e o .
Iale suggestion =as not scoepted, it being explained to

¥r. Grogan by Lord Harlech st an interview, and to the

correot cone lusions &

dovernor for Sransmission to Lord Prancis Seott, that mo
Secretary 8f State who remained responsidle to Parliament

miiop‘tmuunm-mm. Lord Her
nowever, w*munmmmumm
working of incoms tax exsained by sn sbeolutely impartial

“mm’w'umum.rur
vu- (*Pair trisl' wes Saderstood to mean two or three
years.)  The Ingome Tax Ordisgnce only ocase imto full
fires ug-uvm-buu;.h. On the 26th of
April, however, 1% was reported in the "Times" that a

motion




R

- that .“Muwnﬂ qu-u.-uoo-lu Ehe™s

sotion was m down in the Lagisletive Council that day
um.tm:-np-xmulm- that o
specifio ad Loy ocoumities should be appointed to onqulro
iato the operation of the Ordinance with wide teres of- -

reference.

ok 2 burmumm. w-ulm. !0-'-
m for lhuorot_’h ‘1agone :... M-
posiiion bun.'m to nr\ou o*u-uc -~
muuun. -tu- 1 ud m apeoity, u-n hp- ;
m&uu\u i.x..cu.lu,nuu. taer _
(mvloumt)uh-.ournam ad
dividends p pu tn tals dountry By the Eest ifricen
Power and u_mh(\_m 0 A8 ouncaguence the

© Compeny-is finding sreat 41fftewity fa refsins further

capital, and thé Jovermor 1o afraid the: unless some means
can u devised wherely only the U.XK. h‘“lood be deducted

( thus mutu the necessity for the individual share-
holders to olais double taxation relief) these 1fficulties
Wil lesd 10 an sccentustion of the agitation for the
repeal of Lacose tax in h.'.

Be oan be 0ld that the question 1s uader sotive
mu.nmn.—dmumc
um”h““i‘.ﬂt”vu\,
md’m“h“hw““hl‘ml

House to give the r ssked for by the Company. The
question hinges the personal allowances to Kenys
inocome
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f{nocome tax payers who are mot resident ia Kenys.




w Extract from semi-official letter from

8ir Robert Brooke-Popham dated 1st June, 1938.

- . . .

.
-

ﬂownttmbloxmtuwlmf-.

For some reason abolition of Income Tax has b'oo- an
article of feith smongst certein peeple who ;&miﬁ.
themselves entirely lmpervidis to any pp&lw
They include certain wuqmaﬁiﬁ
mw-m---wnuum
- umunu. o-.ofllqmodﬂhnubm-.i

uqu whike ..- -.unu tor tmyd-t,o mr :

— %

i Mw.w.munwun. uﬁpm

. ) of the iaterview was uuu‘.4t um un tm_ot AR
o .—f_< Peply beyoui the bald statemest thet I was watirly <
'., &

- uncoavipced. Dﬁ?!h:.umummduupond =
xuo-ﬁ:. Jooib!—tlo farming community Xnew 4n their
mmzxu«.rqhnﬂ.ht.mmetm
mum.umnmmnmwntn.
{neluding one or tee people t6 Whose views 1 sttach & good
deal of importance. I think most of thelir argusents can
um.um.wpbnunmormmm
Ordinance, but we are up sgainst one swkward matter coneers
Alng the East African Power and Lighting Compeny.  Official
correspondence is still going on about that, so I won't sdd
any more exoept %o say that unless the Board of Inland

Revenus can see their way to meet us, & very strong handle
1s pleced in the hands of the opponents to Income Tax. 1
have always sdopted the attitude that I had nothing to do
' with the introduction of Income Tax and therefore can adopt
-un.-n‘.mmu"-m..uuz-m
the




ﬁ-mwwmm.nmm
u-'u.m'wnuiunm. when we can get on to
 the job of comstrugtive development; and it is for this
n--mn-mu-.““wu
of Income Tax. I have, mr.pm“nlﬁ"'-
figures rnn.-.m-nuun-wuw-\nm
mmumxmwm“.m
Mﬁa‘mx-a—muom.,‘-_n-
Mu-w_
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| THE CLERK OF THE COMMITTEE, . : "
F LLOWD'S. s 1 am eto. te refef-te

_ the letter frew this Office of the

% -om (#1)  30th ef Mey u-“udhuum w

arews to mu “m‘l”, 1; “ay

Mn with the muuou of

. o % : .cu..(l) of the Kenya Income
o/m’a;"' e f \r«—a 1987. .

C ] B
. D e 2. A report las been -
N _ o - :
" P !
e
FURTHER ACTION. :
/ L -

to provide &
A .4.‘..-‘”
m,lumuu

Af you would cemmunicate
© atreet
-ﬂ E—R S A




direct in the matter u'th the

Commissioner of Income Tax

the event of any real difficulty

arising. The addresy’ of the

A

5. I em also to observe that

-

Clause 16;_to which reference is made

} An the latter part of your léttar of

_the 26th of Way, was delsted«from the

Bil1-béfore 1t passed ;tpio-iu- A sopy

ot t‘h.o Ordinance s passed is enclesed

-~ herewith.

TR



E.M.T. PIRTH, ESQ.
Somerset House.

(3)

DOWNING STREET.

25 -June, 1938.

Dear Firth,

Thank you for your letter
No.T.1168/19/37 of the 23rd of June
about the draft letter to the

Governor of Kenya on the subject of

double income tax relief.
I now enclose & copy
of the letter as sent, together with

a copy of correspondence with Wade

I—&n
v,
that you will allogailhes-appaeve

about this draft.

d'mmnhr_r“u:mvm

thet it would be improper for the

Golonial Office to "prompt” Kenya to
hpd“mu

W‘- ’-)
|
£oshi ; ‘




cbjeetion applies also, of course, to
w—muwﬂa
3. unmnuwl.nﬁlm
that this does not guite represent the
practical result. As however we have been
asked to delete this and the preceding
sentence for the resson explained sbove, we
cannot make the addition which you have
mud..‘nicnc_umo-mm
:,ttlb“m'uuuudtmo
o ther, and consequentisllyto omit the words
| nuhmemummc...c.
4 As regards your comment at C. on page §,
I am afraid that your suggested additiom would put
upon us an expression of a rether more decided
preference for the granting of & personal
sllowance than we think would be jJustified.

_ In the circumstaness, it has seemed best for us

5

e
3

n
#
J

75

-

7

N

i wee P et — Fon
—— > : A

to assume the responsibility for
preference expressed in paragraph 8 of
the draft, instead of attributing it to
you. As regards the qu..t;n whether
there is a reciprocal arrangement with
South Africa, the Governor has asked:for
particulars of all the parts of thew
Bmpire with which there are such arrange-
ments, and we are sending out this
information by despatch.

5. As we—heve mowlLead-e- lelfprmm

& tmsiae B Lo A

.-lhmml.oulp
reply to his despatch we have thought it
best to aveid the further delay that
would be involved in sttempting to
elaborate the draft. W hope that,
a8 the letter stands, 1t will be

sufficient to emsble the Govermor with

the sssistance of Mundy on the technical

sspects of the matter, and of yourself,

-

o your returs, on the political aspects,







Ras  Bevk . Pl
On the receipt of your confidential telegram
u.uduuuumnunamtwmu

to consider whether there are any means, other than
those suggested in their letter of the 25th of April, of
meeting the difficulties that have arisen about double
inoome tax relief for the East African Power and
Lighting Cempeny, and the Department has now had two
Qiscussions, (st the second of which Wade was present
with the expert st Somerset House who 1is Mu‘ with
this matter.

2. I sm afrdid that, in spite of the most
careful sxsmination of the guestion, Somerset House is
unsble %o suggest any other menns of meeting your
aiffioulties, and thot they will consequently be unsble %o
‘Cl-lo-dnﬂ\lml‘.u in London to the
-—_nr-ummm-nmmmnm
m“_ﬂt.mummupnq

personal
AIR CHIEF WARSHAL,

SIR RUBENT BROOKE-POPHAN,0.0.V.0. 2KeOeBe yCuloOe D80 sAF.C.




m-n—..um(mv-
l-l-o).dbuunu“nﬁaum

nu—.,mm-rwhn-.umu
non-residents. &

m‘“h~~'~\hm-ﬂhu"
u&t\mmmumwuthm
m—tm«wumnmum
nt-m-unu-urr--munm
exosssive relier mmwmmu agent. But
uuou-un-u-mmmu
mn-mmmmunanu.
“d-umlfl‘hn&-thmldhf“
n.m-u.mwr--quvu.u-tum
eountry . -MQ.d‘bothtmurmlMt
Nﬂ“h.‘\hlﬂ“hmtof‘-
M--\-uu-nnhrﬁpmhnun
mvdd.u.-ﬂnuuu.cn 1ines. ——
. -wummm-u-
further



.Wm‘nm-hh-

sclutions suggested by Semerset House.

5. As regards the sbolitien of persenal
m-—-.mo--m
(wﬂltmhnhﬁhouhmbnt
‘“"),nmanmmm
Goapatel No.100 of the 18%h of May, thet this wouwld
Mm-m«mwmu
Publicly Geclared and that 1% would bé A1ffieult to
defend such & change. The Department was pather pussled
'.ultn-t.nno-tchuwx..-u
h.‘“m&“ml-n\-u‘h
-ﬁﬂwb-ﬂull“l-vh“li..
operating in Nenmya. nuwmn-&n
nm&-ﬁ;mdmom&l&-
uﬁ_t.m&Cl-l.h-.hm
.-m-nmmwenmm.
The Repert of the Selest Comuitfes on the 511 and the
Gcbates in the Legisletive Oouncll were cxamined, but
Rothing wes found to suplein Wy this metter should be
m--mo*nmw-u

suggested




SugEeated in your despatoh. It was agreed therefore
Ml‘mhmhmhhm-m
poiat. - -

e. On the whole hewever, wo should be inelined
%o prefer the second altermative, 1.0, giving & fized
Sllewancs to mon-residents (as was propossd in e
original BA21). mmaumumwu.
--t-ul-mum-mwom—-
du(ﬂu)..--u-my-..
m--cuv-h-mhh-.
wmum-mmm
—I‘mihudww--m’n\-bu
Serieus s 1% might otherwise have been. i
mmmummwnw.
mu----.-.umm
& paying sgent in Londen. The Kenys suthorities would
-bumuﬁmd-mm
n—-uu.o--.-nn-xnu-—m
Eramted twiee over. TS wae Whought however thet 1t
*hhm&ﬁ—nwﬂboh&
Sulteble steps %o guard against this.

7.




Te nmnum:-mumc.m
&8 W mympathise with your daifficulties, we have no
alternative but to suggest that you should again
oonsider whether the objections to the two altornstive
Sourses suggested by Somerset louse arc so serious as
to outweligh the possidble oomsequences of & continuamce of
the present situation in regard to the tast African
Power and Lighting Oompeny . 7

8. Forgive this tedious and technicsl letter. It
is & fordidding topie. But T thought it might be of
help to you if T eet it out in same detall.

‘7~w A-.“..f

A C. O. PARKINSON
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@ ii\
Invano Revesvs,

- someksE T House, Lonoon, W 2

Y T.1162/18/37

25rd June, 1938.

Dear Paskin,

1 should like to suggest amendments ot a few points
‘An the, draft dﬁvatoh to the Governer of Kenys of which you
2] . eent me a copy with your letter of the 18th, (38084/1/38).
— Paragraph 2, page 2, line 4: before “"companieg"
- 1nsert "Kenyas".
Paragraph 2, at end: ingert “(in the lstter event,
') in respect only or dividends exceeding the smount of the

. allowance. )".

Paragreaph 3: As we are not prepared to adopt &

8olution ©n these lines we should, for our part, have

Preferred to omit this parsgreph altogether. But ]
appreciate the motive for itg inclusion, as further evidence
that real efforts are being made to find & solution for

Kenya. I would, however, suggest Some amendsents which ]
have incorporsted in s redrart as follows: -
"(3) They have examined the Possibility of allowing
et Felief for Kenya tax to the paying agest by the

deduction of United Kingdom tax st & reduced rate,

sccompanied/
. - ‘. d. & ”



accompanied by an arrengement with the Income Tax
auithorit.iet in Kenya whereby the Inlend Revenue
authorities here would be'inromed of any cases in
vt;ich subsequent refunds of Kenya tax were allowed, 4n
order that they might then recover from the shareholder
the excessive relief allowed through the paylng agent.
But it 1s clear that such an arrangement would break
down because no-one would take the trouble to reclaim
a refund of ta‘i in Kenya if he knew that he would be
faced with further liability for en-equivalent amount
in this country. The result would be that relief
against United Kingdom tax might-be allowed in respect
of tax that was not due in Kenya and for this reasen
there is no possibility of adopting a solution on these
lines."
Paragraph 5, page 4, line 2: gquery: omit 'zm.
politicians in".
Paragraph 6: 1 suggest that the last two sentences
("the position of the settler ..... very great matter”) should
be omitted. They afford no answer to the argument that
there would be a differentiation between the two cases in
relation to Kenya tax and it is not desirsble that Kenys

should be prompted to make use of arguments tending to

suggest/




—

suggest that the respective burdens in the two cases nay be .
transferred to the United Kingdom Exchequer by way of double
Income Tax relief. Tﬁl- palliative may be safely left to
Kenya to discover. Moreover, this relief may not in all
cases result in the complete elimination of the lower rate of
tn-x and may 8till leave the pensioner better off as compared
with the settler. In any case the last sentence beginning
"as Ccompared with" does not quite repreleni the practical
result. ‘

Paragraph 9, last sentence: there might well t;o
ai rftcultiol in recovering the tax from non-resident shafe-
holders so as to prevent the grant of an excessive
allowance. It l;ght perhaps be better, as less encouraging,
to substitute “"possible" for "comparatively simple".

Yours sincerely,

U bkl
_—



tlne. VAt of KT friHim - [ bk
Knorwra o ’(‘/- Fingg cohoie
l’____..L_. [ Uhma A Baga

ﬁ‘ﬂ_—“’\ "‘f? Al anc s csetAgaal,
Gl fanrvBdo She bhgut Aot
befv LA C.vsh-;‘»-...‘. e A
ﬁhk-l A vFwrs SR cnea O
av-u-..’g\ * ! rgﬂwﬁ ’N‘LV o~ Ul
e ~

I oims wet clian Sy (77
f.l-l\\,m.. s W thond
(et = a RS Y. ST
%4 e AN h ann ‘ﬁ’pb‘»wf‘

/A“k

:
!
q
v.
’T\
b
\r »

basn put Kus timey wih
’0“‘-‘“"‘ .J‘- ﬁnv}o-w\/’/}..w-’u.&.’.\
- 2 b “"’*l’,m”fﬁ-‘.

S evnid ecana faon b



b K /hwwuﬁ/dhztb
K“qg. (Ihshrrin. otjeatren, W T
fey (o orn proenee provadn baes

& _JATse Jnosa F o Npeet b Ko
Why e Aeidebs o Komgn Al i e
M".ally Al egraa n

T & 0w [‘.;u./‘ ShaaA. LT .
b Barlouied  aed WA o v
/.ﬁM 4 haansbore s (eaga
L - Copasancs e Lot - (_,.7<—f_' =
lfrren A chonShone —CSlatb A
Wc" st . { Sniéd kosisr Shak

le (,.%t’l A CeNAna ‘\’\M“‘\ nw_. aas,

lf ("’ﬁ.l\o\ oo 0&-.‘-4;~ 3
L

. kwl‘ - [ oD [~ 5 ﬁqb‘k?

ﬂ e — I nos .,f. (6Sn OAn

liney oot ide i vk My ren

Thes M./Ll-(g___
—d 1 /4““ |

L""\ e /t"‘ﬂ-u-
Rceaotrasd ot A @
M_,—___-—«aﬁf r. ! am of\ooj U=,

W W“‘W-I&%“




4 Ga fed o U

/Im foa deawand rrtely ARG
(o laes /\m—-“

L : o Liso ke T o e
~ Y 6 A Maonya '!4‘ R LS T UV K
. . Z(

T g Lo wemme 1oy LI

a Forxatts A EAT

,* vﬂr 'AJ# ‘“‘U"“‘ ‘CA
% 4 ll-/}.u‘,(m A A b
m : /‘,ﬂ k%s/f?. 0o, & u L&







e ——

: U datriatsd - ey

.

- * h y
e o by > S
% focsfrec 2 U:::TA/—_

Al iy o A
ALl @O T T e
Tt . O =

o

Uik~ A s :

“.'*, . Gt cAeed™ g
M‘f‘ ‘;:«-\ Y s pbnees N

Rt - " o s
/ b Fopathin, - ""‘, R f‘—
 [sppet AP inn alistfeinny e




o . - s o
e
.

is e 5o vzt

“.

qult!on.\lmmt
any other means of -nt;'u your aifficulties, -
and that they will consequently be unable to
admit companies with paying agents in London :
to the arrangement for giving double income tax
relief at the source unless Kenya is prepared to
agree not to grant personal allowances to
:,.”-Pc:sbdentﬁ (other <tnan pensioners) or
alternatively unless a fixed personal allowance,
4rrespective of total income, is granted to non-
residents.
5) They have examined the possibility
of ellowigg the deduction of United Kingdom

tax only, accompanied by an arrangemeént with

the Income

Tax authorities in Kenya whereby
the Inland Revenue authorities here would
f any cases in which subsegquent

funds of Kenya tax were allowed, in order

hat they might then recover from the person

soncerned the corresponding smount of United

-

Kingdom tax that would then be due. But it

clear ths

t such an arrangement Would

break down after the first year Decauss no

(16)

"
one in his senses would take the

trouble to elaim a refund in Kenya if

he knew that he would promptly be

=

Jrorm same amount mmr’-’_

country.

4) The Department was therefore

thrown back on to a further

-

consideration of ybur objections to the 5

two solutions suggested by Somerset

House. -

o

5) As regards the aBolition of
personal allowances to non-residents,
other than pensioners, (should it not
rather have been s decision not to
grant such allowances"?). You sald
in your ﬂtdonunl despatch No.100
of the 18th of May, that this would
constitute a reversal of policy already
sccepted and publicly declared and that
1t would be difficult to defend such &
changs. The n;p.r-lt was rather
puszsled by this oh-mt as it was not

St M-t o @ ‘__

5
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. 7 » ,‘ "i'
operating in Kenya. As

' how anxious you are for an early solution .
" this problemllade was asked to come to the
icond meeting 'm case he could throw some
wrther light on the palitical aspects of the
lestion, but he was unable to offer any explanat:
- the polit.icc:l argwnént referred to above.
though Shre Report of the 8eclect Committee on
e ll’lf‘ nnd the debates in the Legislative

m%me examined, nothing was found in the
ﬁrl ._to ;‘plain why this matter should be
edted with such a high degree of political
porsence, as is sugrested in your d_e.patcn. and
- was Bgreed that it would be necessary to refer
ok to you on this poi.m..

6) The only explanation that Wade was able
Suggest was that (say) e settler who contemplated

tiring to this country on an income of (say)

p000 derived from Kenya would see no reason why

% WO : £ “ . ‘
5 - - ¥ ‘“ 7‘
\ \ | 3
retired official with a pension of the
22 & ’

-

.-
same smount would have one, if as is
made for granting personal relief to
such pensioners under m proviso to
Sec. 10 (2) of the Ordinance. ‘!‘h.e
position of the settler ¥ould however
not be very m-;mu-m worse than ‘
’thitoft‘hnpmn;bovould bo'
able to u@- relief in respect of that
pu-‘t of his income which was subject
to taxation both ip Kénys and the.
!-i“‘ Kingdom. As compared with the
pensioner he would only be out of
pocket to the extent of the Kenya tax
Qﬁt‘:lw
on pevt-of~whe personal allowance in
the United Kingdom, set~eCiapstnet-the
pomedeon, and that would probably not be
& very great matter.
e o
7) 1In all the circumstances I an
d:ldl ’“ we have no alternative but

to sk you again to cofleider whether

.-qpo&-bbb alternative



Nl iy
~M&' was not granted |
\i.no.‘ﬂu. It was thought however

that 1t ought to be comparatively

= e

-u-loi- the Kenysa ‘authorities to

mo-lmublo steps to guard against
inclined to favour giving a fixed allowance to

&) Of the two alternatives, Wade was . 2% ‘

Pty US. oS - " this.
non-residents, as was proposed in the original 5 -

Bill. He points out that you are getting much
more Fevenue from this tax than was contemplated w‘., . 7 n ‘

and that this may pouﬂaly be a source of
" S
snbarcassment. The objection that this course

would dnvolve a loss of revenue is therefore not } - -
» -
. 3

Bo-serious as it might otherwise have been. b - “ @

= . : ~

”ovo’..on general principles we should prefer ~ P

l selution that did not involve giving no personal -
-
allowarnice to non-residents. Such a solution would ‘ ! -

il: dispose of the point mentioned in paragraph 6.
- .

= 9) It is recognised that this solution might

boln certain complications if another Kenya Company

4 appoint & paying agent in Londong The Kenys

.-

ities would have to ensure that in the case

Pm.mnt holding shares in both companies,
o

-

B
skl e

SR -




GovernmeEnT Holse
\ Nairosi
Kenva
A\ ;
‘ %06"‘ ) 3/ uay, 1938.

Sir,

i bave the honour to a&ddress you on the Subject
o1 & proposed amendment to the Income Tax Ordinance,
4937, which my advisers have represented to be desirable,
and to request tnat you will inform me whether you
would be prepered to agree to tne proposal.
2. Seotion 75 or the Ordinance reades as followes=

76 (1). Subject to-the provisions of
sub-section ia) OT this section tax shall be
Paysble within ninety days after the sérvice
Of & notice of assessment under section 66 of
this Ordinence or by the thirtieth day or
September in the Yyear of assessment, whichever
date 18 the later,

(2)(a). Any person who leaves the Colony
betore the thirtieth day or September in any year

h&s not been assessed Tor that year of eegement
Shall pay the tax for that year of eésseesment
within ninety days after the date of nis return
to toe Colony or within ninety days after the date
OI the service o a notice of assesament under
Section 66 of tnis Ordinance, whichever date ia
the luter. .

(v). Any perscn who leaves the Colony
berore the thirtjetn day of September in any year

ment shall pay the tax Tor that year of essessment
within ninety days after the date of his return
to the Colony.

(3). ¥or thne YeAr of aseessment commenci
°n the first day or January, 1937, Sub-section (1
and sub-seotion (2) of this Section shall be read
88 if the word "November® Were substituted for the
word “Septembern,

1 s advised by the Commissioner of Income Tax

that foem the financial point of view the efrect of the
Section is as follows:-

THE RT. HON,
MALCULE MACDONALD, KeF., -
! OF STATE ¥OR THE COLUNIES,
DUWKING STRENT, LONDON, S.¥.1.
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(@) The yielM during the current year will be &t
least double, even three times, the budget
. estinate.
(b) kany texpayers will have to pay two yeare' tax
within the financiel year.
{c) It will be almost impoesibie t. make & reascnebvle ‘
budget estimate in future years. |
Se LY @ovisers heve suggested tnat a simple and }
~ellective remedy wQuid e an auenduent o1 the Ordinence, WRXE
WOICH WOUlC divide the tax into two instalments, payatle s
on the 30tn September and the 31lst Larch respectively, o
it 18 propoeed tnat the swending légisietion should take
toe Iorm oI & sectiun on the 1ollowing linee, replacing
the present section 75 o1 the Otdlntnce:-\
“The Tax esnell be payable in two equal
instelments, the first within ninety days af ter
the service of a notice of ssesessment under
Section 66 of thie Ordinance or Ly the thirtietn
day of September in the year of assessment, whichever
date 15 the later, and the second within ninety days
&fter the service of & notice ot assesesmert under
Section 66 or the Ordinance or by the thirtyriret
day of March in the year following the year ot
“sbessment, wnichever date ie the later."
Ky wovieers are of opinion tnat the result of this would
be toat the yleld of the current year would approacn &
| normel year's yield, and that in future the amount of
1 < Ope inetalment oi tex would be known when the Revenue
Estimstes are being considered; the relief to the taxpa yer
Sbould also be received ravourably, and there will be an
additional sdventage in that it will be possible to
aversge the tax lisbility over two years in any period or
alternste depression or boom.
4. 1 sm sdvised that it would not be necessary immed-
istely to introduge amending legislation, but that under the
Ordinance as it stands, since fajlure to pay Income Tax

due/




A

due 18 uof n.';’x * bug x.«n the p”ar
concerned lisbie to eivil sction Gl’\ the Commiesl oner
is entitled to sccept payment 'in two instalments end
\'.0_ remit penslty on the eecond: and I am satisfied :
‘zm eut;u sdministrative érréngements proposed,

detailes of which have been prepared, will be esuitsble

for the purpose, pending amendment of the law.

S. i & not, bgwever, aware whetner this concegsion

ie made in otner Coloniel Income Tax Ordinences, ané .

1 toeretore coneidered it desiratle to rerer the utu-r >
‘w YOu in toe tirst pl.c.. I shall ve glad, thlro-

iore, to learn whether you are prepared. to agree in
principle to time proposal, in which event tno edminis~
tralive arrangements, to which reterence ie made &bove,
wiil be prougnt ’w iarce &t once, and the necessary
emendwment of tne Ordinance eéfrected &t an early

convenient opportunity.

. 1 should ve grateful ror an early reply to this

despaton.

1 bave the honour to be,
Sir,

Your moet obedient, numble serveit,

T AIR CHIEF MARSHAL
GOVERYOR.
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10th June, 1938.

be_a_r wade,

Bluee [ wrote %o you this moraing | have
been baving & conversation with & representative ol
the Board of [nland Revesus sbout the problem of
double lncome tax which arises 1o comneetion with the
East African Power and L ighting Company.

The Govermer is very anxious for something
1o be doce as %00n a8 possible to gt us out of the
present lmpesss: and [ thiok 1t would be & great
sdvactage L we could have & talk to you ’hou it.
There are certala pelints about the attitude of the
Kenye Goversment which are ot eatirely clear to us.

Would At be possible for you to come here st
1% soon on Tussday. the 14th. and dtoﬂ.: this %o leY
If you can, I would got & man from the [nland Reveous
0 come alonyg %We But do ot bother AT It is ia sty
way lnecavealeat. I can saslly arrecge another time.

- Yours sincerely,

(8go.) A.J. DAWE.

SIE ARNIOEL wADE, C.¥.0., 0.B.8.




1st June, 1938,
Deer-Pirth, iy o
This refers to your official letter

T.1168/19/87 or the B6th April and Our official letter

of the Rls ¥ay about the taxation Position of the-

East Africen Power and Lighting Cosipany .

: I wow enclose o 005y of the offieial despaton
\" Tecelved from the Governor: 4nd the purpose of thie
letter 19 to Suggeet that e best way of Pursulug the
Question would be for ll’ o be discussed Orelly between
the mesbers of our o Departaents who are familiar with
the polnte st 1ggue. The matter, s Jou will appreciate,
is net without Urgeney and I wWaink 1t sould be o ’.‘
thing 1f the dlscuseion couls take plece some time next
Vesk.  If you agree, B .9an 20 doudt fix up the rest

uu--u-xnum.uu-na
-r.m.ummmcmm.mno
um-o"wn.uuﬂ«nunnmnu
the

«M.T. PINTH, 8qQ.



the Chief Inspector of Taxes at Somerset House.

.

Youre sincerely

(Sad.) A.J. DAWE.




Teameem Av;n-,l.nu Xy .
._o LAOYDS LowoON & ’ * uom'
Pisses evers seremsses I.M . l.O.a.

P N 26th May, 1938,

Sir, -

I an directed to beg that you will infomm the Secretar
of State for the Colonles that the Committee of Lloyd's would
be grateful if he would be so good as to assist them if
pgulblo, in regard to the following matter.

) An Ordinance came intoc operation im the Colony and

Protectorate of Kenys on the lst January 1987, entitled "The

Income Tax Ordinance, 1937%, and Lloyd's Underwriters have

reported to the Committes of Lloyd's that an opinion has deen

sxpressed by the Income Tax futhorities inXemya to the effect
. 5) that Income Tax is payadle under this Ordinance in respest of
*J Kenys Insurances placed at Lloyd's by Insurence Brokers in the
3

A J

o s

(> Colony whe ape alleged to be acting in the capacity of Agemts
for certaln Lloyd's Underwriters.
The Section of the Ordinance under which it 1s
contended that Income Iax can be levied is Yo .20 (l}. which
reads as follows:-

A person not resident in the Colony éhnhﬂﬁu in
this section referred to as & non-resident person) shall
Nmu&lhnln&n::uotomgtun-;o his
tﬂ"ﬂ m-ﬂ r, or committes, or o
-tun.‘, fao agent, r‘oolm. branch -



t nn- shall be assessable
re t of income arising
whether directly or mmi“t ﬁ{"sh" from any .
orship receiver ranch or managemen
‘o.‘:qmo' ssable and o‘ngubh in the -
of the factor, agent, receiver, branch or naneger.”
In order that the Seoretary of State may have a full
apprecistion of the positiem, I sm to explain that insurances
are placed at Lloyd's in the following ways, namely:-

(a)- A person (say in Kenys) wishing to ingure his

‘ property with Lloyd's Underwriters communicates direct with o

firm of Lloyd's Insurance Brokers in London, who places the |
risk with the Underwriters here;

(b) A person (siy in Kenya) consults a local Insurence
Eroker, who, in tum, comimicates with a Lloyd's Insurance
Broker, who places the risk with Lloyd's Underwriters, In this
case it frequently happens that the local Insurence Eroker
wm&.hﬂnwﬁ;&utophumwo
on the best terms aml conditions, and does not definitely
instruct him to place it at Lloyd's;

(¢) 4 firm of Insurance Brokers (say in Kenys) obtains
from & firm of Lloyd's Insurance Brokers s "Cover" from certain
Lloyd's Unlerwriters which authorises the local Insurance Droker
to give lmmediate insurence cover on behalf of those
Underwriters on cortain conditions and retes and within certain
limits. Under such an arrangement the Lloyd's Underwriters
sgres to hold the Assured gevered pending the lssue and receipt.
w&dhmmm,ﬂn is signed and
cenploted in London,

It is obvious, of course, that Kenya insurances




b - - -8 .

placed at Lloyd's wmder the methods (a) and (b) do not come

® under the Income Tax Ordinance, as it is quite clear that these
insurances are placed with Lloyd's Underwriters in London, and
no question of agency arises. It may be contended, however,
that the Toeal Insurence Broker operating in Kenya under method
(¢) may be regarded as being in some sense an Agent for the
Underwriters on the "Cover”, although it could Le argued that
this is not so, seding that the actual underwriting of the
Polfcy 1s still dome in Londom by the Underwriters at Lloyd's,
The Underwriters, however, do .not wish to press this point, end
Sseming that the Incose Tax Authorities in Tenys still maintain
that Kenys insurances effected with Lloyd's Underwriters under
method (c) are liable to Income Tax under Section 28 (1) of the
Ordinance, the Underwriters have been considering how the smount
of Tax to be sssessed can be arrived at, and in this comnection
there appear to be several Aifficulties.

Tor instance, -tho Section provides that in the cese
of an individusl who is not resident in the Colony, no deduction
other than the deduction allowed under Section 16 shall be
allowed, and Section 1§ reads;-

*In asce the chargeable income of an indiviiual
who-is not residen hthcs:x:gonlhl}htn-d
& deduction of one hundred and pounds,

You will appreciate that s "Cover® may be opersted
hlq-yammm.mp—muum-.
Underwriters, and that sach of thess Underwriters is o separate
entity and acts for his own sccount and risk, The effect of this
is that the local Eroker in Kamys 1s redlly scting as Agent
(that is, adnitting that :. is an Agent) fow cach of the Lloyd's
Underwriters, and, in the event of there belng 200 indfvidua)




%0

wm-onthw,mm.mmnhm
-tn&m.m,&-m'w«nddm
aggregate of £30,000. The 11kelihood of such a figure Leing
reached is, of course, very mmall, and I may say that it is not
at a11 wnugval for many move than 200 names to appear ¢n ‘ou
Lloyd's Policy.

At the same time, Underwriters st Lloyd's do not
desire to take advantage of what might be regarded by some as &
Wulm end thereby lay themselves open to critlcimm that
they escapé taxation which has to be borne by Insurance
Companies opersting l.n the Golony. ~The Unlerariters have
therefore asked the Committee of Lloyd's fo suggest to the
duthorities in Xemys that, in order to mest the 21fficulty of
assessment .under the Aoty Income Tex en Underwriters' chargeable
income from “Covers® operatef for them in Yemya should be
commuted from & Tax om profits to a Tax on the premims
rnolni by them on such 'c;vnu', the figures of these
premimms belng obtained by the Authorities from the local
Insurence Brokers iw the Colony who operete the “Covers”.

I an instructed to say that the Cormittee of Lloyd
would Le grateful If the Secretary of State for the Colemies
would e so good as to asoertain from the Governmefit of Kenya
whether they would bLe agreeable to such an arrangement, in which
case the Underwriters would be Jlad to negotiate with the
Goviiiiint G to the-sats in the £. to be pail e ek prenises

i -0

zmoyh-um-t

Ao lox

to the Committee.

N —
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L5
&},\\r lith February, 1088,
Your Ref: ¥/706,
The Chief Inspector of Taxes,

la-u"ut House,
LONDON, W.C.2.

Dear Sir, -

With reference to my interview with ¥r, ¥arshall on the 7th .
y I a» writing 40 confire thé information I then him -~

that due to~the fact that the Paying Agents im London of th !

are rorg“{ in addition to the deduction of Kenya income '

tax, a to deduct United na:'ux at the full rate from divie
dends paid to British , we have been informed by‘our -
Brokers that while the state of affairs exists the dealers

on the Stock Exc wefuse either to did for or to underwrite
tertain shares of the Company which the Directors desire to issue
in the {mmediate future.

The position is mogt serious as the Company at the moment has
nul.:r bank loan becoming due for repayment and the Directors in
N i desire to make an {ssue of Preference sharés in order to
repay the loan in accordance with the teérms of borrowing., :

Whilst the Company cledrly appreciates that any provisi
Dominion income tax mtoulna to. the paying s is a pure
concessional nt that such a concession has not been

granted in the case of this Company due to the uncerta which
a8 to the Kenya Government's intentions under 10

2(a rvu. yot =y -Directors feel that some arrangement should be
L le “'n .-34 £lad Af the position could receive your
-sympathetic consideretion. N

Section 10 2a) provise is being hivt e amt) ECARRES
tion B _ .

is understood that the present Section 10

N




The Chief Inspector of Tuxes, ’ 11/2/%8,
Wing

and a new section Lnserted ewrdiy in 1935, drafted in terss
which should overcome any dif ties m..mi.u provisional

allowance to the P ent. The only trouble 18, our office
states, that it i» in Nalrobl that even Af Seectin 10 is

revised, there be soue other obstucle which would militate
against the graanting of provisional relief by the United Kingdoa

be worked out under which p d.lo!ea!—‘icmk
given to the Paying igents, I shall be glad if you will let se mow
pecific there 1. alse -

Lonéon Becretary.

REF: DOB/ PO
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17th Maren, 197%,

The !ufonor of Fore: Pividends -
Clifton e, - 5
83117 Buston Roae,
» ..lox- -
8z, ..., ’ T RS

. o

I aa 1n receiyt of letter of the 15 March, reference
1'/1.1.62/19/{:, and note &"m 10 of the Keny. Incose Tax
g':h-o:“ the reason why mvt:xon.J nﬁd rnn D:hual tuo.?

Eran & paying ent c.anot Spulied the case o
this Coa unyty Ldends, . i

With ard to the other Sniuiry contalned in letter of the
1lth ’Qh\a';. it is that Board wil) b;v Te ared to
&ive further Considerition in the vent of un aenduent.  This we
;.'9'001205‘ ':uwnf -3 w&:‘ﬂm(‘) tion that to -‘u.t

aying igent » &ran “3uch un wamendaent
boonthummmlq.tumu-mxamu -_ntbo-:"‘:
flat rate so that once provision.i rélief is granted there ¢.n'be
no bily dh‘.m«lﬁg to such Britisk non.
mm.w Kenys Muthorities 2t (b) aay other form or
AR iy e W R R T

sion on In e Tax
relief through the paying agent,

- I m, 6ir,
Your obedient Servant,
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= da Gl o of 4o 6 for 4§ of STNEY
Tax 0 be deducted by Paying Agent and paid ovel 1o fhe Rowenue .

4 Od in the £ on the Grom Dividend of & 04
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the £
(say, "
7 MdUMK'qdu—hmlTubhpM.. 4.8 & =
—_—
G-o-divil—d“du.lu‘-ul'ul. mﬁ-mvﬂ&*m
Niel A

of tax at 2s. Od. in the £ (the rate .n-a.-a.-mm
after deduction of the particular Dominion I Tax (34. per share), viz. 45. 10d.
per share. .
l\ s. d
Amount of dividend declared .. & ... 5 0 per share.
ln;‘b,_';l ini Inco Tax &t
nt of > in the - 3 . ! S
Warrant—£18:16:10 . - L0 .
i i noome at 45 in
G.e. 3:. 91U x 100). .mzmmm“dmw
of Bs. 4-44d.... 1 08 ,
Net amount ... 3 941 , o,
7. Thel Tax deducted should be od for on the periodical returns made by
h’“wlﬁ”lmd?ufmd jal Dividends, York House,
23, Kingsway, London, W.C. 2.

8. This circular supersédes the circulars dated 25th September, 1916, and 10th October, 1917.

1 am,

GENTLEMEN,
Your obedient Servant,

Deax Pukinu'on.“ ‘

ibout Income Tex. 1 am just amendin_ & draft reply te
toe official despatelr frou tue colonial Cffice - Confidentisi-<2)
of the 30th april. Tnere are two pointe toat 1 can't put into
an official despaten but that 1 want you to bear ib ming.

2. Jrst, tue Colonial C(fficc ve..t s out a podel rdinance
which they su gested we snoull adopt 1n introd.cin, income Tax.
This presumably emanated in the first instance 1ro. toe zoard of
Inland Revenue. fe made certain wodifications tais codel -
Crdinaglith tne object oi satisfyin, unofficial opinion auc of
enablin, us to get agree: ent of any sort on Income Tax. Toe
modifications that we mede are the source of the presept trouble.
1 feel that the Income Tex autlorities in England inclired %o
adopt the attitude t.at as we inzisted on these alterations, we
must suffer the conseq.ences, nnd 80 are Rot Leine as reed; to
meet us as tug@y otherwise would be. :

3. The second poini is thigs - 88 ] uncersiang Lue 0sit.om,
it is the policy of the _Colmid Cffice to introduce lncase Tas
throughout the Colonies, and therefore it is up to e Zolenial
Office to bring any pressure to bear toat they legitisately can on
: the Bonideesecee




- Milmucpucfulnmw'yvmlbody ofopponmuto -
“Income Tax and a &q seldow passes without a letter on the sub-

fs._- £h .

the ﬂ of Ialnnl lbvm to Wof our dirﬁﬂlﬂlic

ject in the 'Eutr African Standard®. ho;t. of tue argumente can
be refuted. This pu'tmulat one, which only concerns the East
Africen Power and L;ghu% Company at the present moment, 1- a
legitimate and a strong’ argument and one that Covernment 'ould
have great dxff;culty in refuting unless the problem can be
solved. So'l mt to impress upon you very strongly that it is
not the welfare of one particular Company that is at stake, h& :
tue , subject of Income Tax in Kenya. ju{w . o~
. Yours sincerely,

Nk B2

&.C. PARKINSON, K.C.M.G., 0.B.E., - -
'.'-10 '




" wokmouledgs tie Pe0Eipt of jour jredecesssz’s
_Cemfidentinl (2) despaten of the 30w Jux;
cm the double peyment of inovue hn

apprecistion of. the troubdle “A by the
Board, and of the csreful sttention wiick
bas been given to the problem.
2. The solutions offered by
‘ ® tne Beard of lnlénd kevenue depend upon the :'
cessation of yerscnal sllowences to non-
aiou-u other than the silowance to pensicners
or, siternstively, won uu sdoption ol & uu-‘
: perscusl sllowsnces, irrespestive o iLcous, te
®il nep-resident britist subjects, Un~
fortunstely, Beither of these comeiticus o
be scoepted by thie Jovernment. lu the iipet
place, the suelitien of perscnsl eliowsnces 1o



g3om any one of the yrinciples on whict the leoal
‘wuu«-mmm xmw

1.4»10“6!“-&“-“&1}@
Munnt «f & source ol uulut\&.

oaiy' Ue te, 480 LIV the u.uu.j “f lnu_a .u, E

1t wiis B GoLLL Ve Femc«ieZed thet tae u.cbq.aun

Gl BELs LETLiLuseX SLurCe ol FeVénue 10Theg & : '\,
SLrOng erguecnt in fevour of toe ligesition ol A
lncoue sax ln.h.n Celouy, ene 1ts oxﬂutu;. v 5
after tne Vrainwnce ies been in wperation feor . .
Lerely twelve untu. would furpniso the m-—m .
of hco-.hluu- ijormidable weapom. m
“even it taie letter ,roposal were te be mh‘.
the position of touie sharecclders of tie. M

w6e would not be cuigletely exeipted wouls l-_ua

cagpiicated. ' -
3 -bile the pre,wais sede Wy >

mm«mumuusﬁnm.

solution acoeytavie Lo this Oovernmsut, 3t i . - '

nevertieless shsentisl that & uum- m
be found) & sulution waich, for peditices
TeASOne, BuSt not Le dependent upon the dephrture

informed your j redecessor mwmm




AR Mmmcmnau&nmm
. g 7Y .. Wnile wy advicers sre mm

= the precedurs laid down by tbe Bard of Inland

Revenue for the allowance of relief through the

paying sgents it is felt that the Baard stould e
v ve &ble to allow, &¢ & specicl csse, scue sumll ~ >3
y " eperture fre their existing yrocecure, in @dex :
to arrive &t » sclution without cisturbing the _ _
genersl principles reflected in the Kenys Ordin=- - |
ance. 1 -y 88y et once u.n this Government .

‘ . would ce prepared to take all necessary steps to
fecilitate the cenelusion of eny such working _H

srrengement whick would, to the eati:fection of
the Board, sdequately safeguard the Unitec King=-
dom ‘reyenue. 1 refrein from .aking sny concrete
i suggestion for twc resscus.  Firet, eince &
concession ie beling scught, it would spjesr that
> : the Bosrd will ve vetter sble tc decide what
perticuler terus vould be roet sultacle. Cecondly,
§ i vies of the urgeney of the question, it is felt
thet the exsuineticn by the Posxe of locel yrc osels
— -unnaunomnatu- ‘1 feed
‘ congident that the bosrd wiii fiug it Lcessiile
L - ;;amumu-‘,mmmw
W eut du vhle ﬂ'm

- : ,_.i}v_ .’, :a-l' ‘.,.




b wpon the Board ‘tat seis dq.muao aalte
Coan - uh‘u erder to rehder tne B311 aere nmuuo

2 . © " Go the Kleeted Members and to fecilitate 1t .-

passage, an Gbject which wes, in fact, sckievedi -

td‘noxu.ﬂ held cut &ny hope- dlw h,,

uﬂ{uuunmu\ummmml' o

- can say that this peint will be mc-thuiau'?“‘"‘ -

- _ soon as peliticsl circumstances are feyoursble. - H
.. In eonclusion, T would sy
unnmupu:otmitmxuanm@t o

thet the Bast african Power and Lighting Compeny o

capital, Voile 1 am parecnall) eatisried thet
mmnutmm(u.m-:ot the

facts, the real point is that this Govermment

would be placed in & mat embarressing eitustion -
1f 3t becsme public imowledge thet Income Tex in
this Colony was even adversel) affecting, not to

say definitely yreventing, the reising of money

in the United Kingdom.
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"PRIVATE & CONFIDENTLAL. " 18th May, 19%8.

8ir Henry Monck-Mason Moore, K.C.M.G.,
Colonial Office,
Street,
Whitehall, 8.W.1.

Dear 8ir Henry,

Major H.F. Ward, Chalrman of the Company in Bast Africa,
with whom I have been in close co-operation on the tjon of

a Income Tax as it affects this » has me that
he mentioned this matter to you. ]

The subject is intricate, as you and certain of the
difficulties to Major Ward has referred are in some ways
peculiar to this + I have had considersble discussions
with the Foreign : Department at Somerset House and 1if

it would in any way assist, I should be happy to come along
to explain to you musm{qummau
mmnwm-té let you know how far I have

to
mumnmu-mmumumnmmm

Authorities in London.

If you think an interview would serve useful se, I
quumuummumwmrornnxfm'du

let me know when you could see me. 7
Yours h’/.




Y/

N

THE EAST AFRICAN
POWER & LIGHTING CO LTD

NAIROBI A
AENYA COLONY

10th Wy, 19”-.

Wy desr Sir Henry,

I wonder whether in view of your intimate
comnection with Kenys you could stretcéh & point end
interest yourself personslly, with s view to discover-

whet smendments to the locel Income Tex Ordinance
will satiafy the Foreign Dividends Department of the
Bri Inland Revenue sufficiently to ensble them to
extend the concession which spplies to the msjority
ot M“u..m“‘.monum uag. that :: re-
ct olde ny resident
rod there shall only %o- smount not
omd the total !ﬂu‘ Tex, As you know, this
is done allocst. the British rete of tax ss
between the Fore vidends Department snd the
locel tax commissioners of the British possession

concerned,

# I know full well thet this has been referred
otﬁchﬂ.{ to the Colonisl Office by His Excellency
but I £ certain thet if it was possible for you
to take a persomel interest in the mstter, a8 against

the ordinsry of office routine, sn snswer
could be J‘?'Ju question, !

The metter is most serious becsuse until this
on is snewered, we are glu unsble to sell any
on the London mrket and the only slternstive




feise the issue of Incomé Tax in & flaring shape
locally - @ matter that I sm perticularly snxious
%o svoid as I believe Income Tex is quite necessary

to our economic structure. .

Wwith the sincerest good wishes to you and
your wife and apologies if I have ip sny way done

WIOng,

Yours sincerely,
Me==—

gir Henry Monck-Messon Moore,
E.C.M.G.,

Colonisl Office,

Downing Street,

WHITEHALL; 8. ¥. 1.




CUrt rur REGISTRATION 1O W

of State for the Colonie
“l  temariezs

Dated 18th May,1938. RecolvediasTon xpulify,xsaa

rparee ST —awwe 5 8. e
No. 58. Confidentisl e

Your despatch of the 30th April

confidentisl (2) Income tax. For politiosl reasone
Board proposals are inocepsbdle of spplicstion locally
I urge that the Board be spprosched immedistely with
& view 10 slternative srrangements on the lines
of parsgreph 9 of cnclosure to my despatch of the
24th Maroh No.64 confidentisl even though some
departure from the Board's existing procedure may bde
necessitated Despetoh follows but in view of
extreme urgency should be gled if the Boerd could

commences reconsideretion of the guestion st once




EKENYA

CONPITENTIAL (2)
GOVERNGR

"

)

’
’

' DOWEING STRFET,

JO April, 1928,

Sar,

I have ete. %0 acknowledge

the receipt of your confidential

derpatch No, 64 of the 24th of lareh

and to forward a copy of a letter,

with eneclo~ure from the Board of

Inland Revenue, In which the que-tion

of the doudle payment of income tax,

raised in comnection with the Faet

African Power and lignting Company,

i» examined in fu.l, You will no







(wnkﬁ' . &
10 ~“LONDON, WC2

25th Agril, 1998,

4 1 sm directed by the Board of Ihland Revemue to refer to your
1nw¢umm(9¢¢w)m.~x-n,ﬁ
| (No.8% of 2éth March, 1936) fram the Governar of Kemya in regard to
questions reised in relatios to taxation by the positiom of the East
African Power and lighting Company.
2. Upder the Kenys Incame Tax Ordimance & ccmpany is chargeable to tax
ulﬂtuthrwdﬁum-mymld“'nhhe-
(Section 2(3)), and every ‘cingany registersd in the Oolony is emtitled to
Mmfr-th““pu“m-mnmnupuc
mwu_-u--cmmum‘um‘
(Section 23(1)). *uwdu—-mu-.uw«.
Dominionfor Calomisl) conpany which are entrusted to an agent in this
mm’-unu‘n‘-m.m\umm
mmtm**ﬂuummzmwna)
subject to deduction by the agemt of United Kinglom income tax at the full
standard rate and the shapehalder would thereupon be entitled to & measure
of relisf from United Kingles imcose tax in respect of the Dasinion incows
m.u““ﬁpud-dw-.dmn—-m.
1990 The Bast Africen Power and lighting Cospeny Ltd. has rejresented
“Mmﬂ-&wm-m.
ﬂp-nﬁm—-u‘—u%-ucu
'-uv-hunﬁ«m-upuuuu
re would have & depressing effect upon the velue of the
ﬂuumuw—uu.
”nouqaunmuu--u-
10 express axny opinion upan this

-

ﬁ"‘%d)lg_@

ny

v



)

5. There u-ﬁ'-‘-n‘&umuwumn-‘u--@r
J 3

which & twofold deduction of tax may be avoided in the case of dividends
-ﬂoynmm(mmmocommmmmu,
n-ad'-mcnop-an)mmmrcmtom;ﬁ
this country. h“u‘nmrun-pudwqhwu
Mw&ﬂﬁ-annt‘waindl
United Kinglom Inoose Tax fram the dividends at & rate less than the full
standard rete. - A copy of a circular dealing with this arrengement is

enclossd. The Bast African Power and Lighting Company Ltd. has sought the
application of this arrangement in the case of dividends paid to United

Kingiom shareholders but far the following reasons the application has had to
be refused.

4. The object of the United Kingiom arrengement is to give relief at the
scurce, i.e. through the paying agent in respect of the payment of Dominion
Income Tax, and s0 to aveid, so far as possible, the necessity of a twofold
Gharge of tax at full retes and subsequent claims to relief by the
shareholders. It is plainly not possible to apply the arrangement if the
shareholder may be entitled to claim relief ar repayment from the Daminion
in respect of the Dominion Tax for the result would be to grant relief for
tax which was not in feot due -~ and the arrangsment is not in fact applied in
such cases, o.g Companies of India, where relief is granted to small
Arreapective of the taxpayer's residence. In the case of Kemys, the
perscnal reliefs and allowsnces by means of which relief from the standard
rates of tax say be obtained are in general restricted to persons resident
hh‘u.‘.\"‘hd&“bAwhlﬁmummw
Eingdom. But there is an exception in Seotion 10 of the Ordnance: this
section provides in Subseotion (2) for the grent of & persomal allowance of
£150 to certain defined classes of non-resident pensioners and alse empowers
nm'&-ﬁmnmmnxm-@m
wum.mcmwm. The object
cdumu“ the Select Camittes ‘s repart (jage ¢) to be
to mke ovisim for i recnigt of mmll na-cmtritutary



B pensions and other non-residents whoss smll incomes are derived solely ar to
o .—-n.'.-uumuuq. No such rules have yet been made, but
" paragraph 9 of the Memorandus farwarded by the Governar miggests that this
remains the intentiom of the Goverpment. From these provisions it appears
that such non-resident persons (who may be shareholders of the company) may

or way begame, entitled to cauplete  exemption ar to Feduction of liability in _'.

Kenya. mumuudwnnd’mncm“

" are some 1300 ordinary sharehclders on the Lendon register of whem only 50

receive dividends of over £100 per annus and 500 Freference Shareholders of

whom 30 only receive over £100 per amnum: In the ewiliof & fined perasal
allownos being granted in Kengs to nén-reaidents with smail incases, it weuld
B hs soo that the majaFity of the shkreholders weuld be satitled to exemptics frem
"]"“‘7 Kenya tax and no claim to Dominion Income Tax relief would arise. Wiile this
Sovva 4" possibility remains, the Board have felt unable to sanction the grent ef relief

Pl Ve der the arrangesent through the London paying agents.
,\.D ‘,/4 -

O woadssla

| 5. The Kenys Commissioner of Income Tax has suggested, in semi-official
carrespondence with the Board's Inspector of Foreign Dividends, that the
difficulties would be met by & declaration by the Governar-in-Council that no
rules would be made under Section 10(2) and the possibilify, as & last resart,
of amending the law so as to refuse allowmnoces to non-residénts is mentioned in
paragraph 10 of the Memorandum. Except for the jrovision as to persenal
allowances far non-residents, the Kepya Ordinance contains no provision which
would preclude the grant of Daminion Income Tax relief through the paying
of a Kenya company. Moreover, it may be stated that the grant of & personal
allowance of £150 as &t present to certain classes of non-resident pensioners
would not of itself be regarded as of sufficient importance to jreclude the
mdﬁ-m——-’. If, therefare, it were clearly eatablished
that the personal allowances to non-residents were to remain, &s st jresent,
limited to such classes of pensioners, and the retes of tax to nen~residents
were not otherwise reduced below & minimum rate, shere would be no objeotion teo
greanting & measure of relief through the jeying agent in the case of the

Mmr-‘mo—..
The Board have, however, felt a difficulty in carresponding with the
mu’hqudﬁw.—-nﬁ
’ S

- ‘.r-\l\.




1’; 7n~.m.ul-mmuuuu-pu-“um

mwwwtumtwoum-. ﬂeh--dn-l
the Deparfmental Camittee of 1922. This feature has been reccumended to

mlq-muuwumu-mmmwhuﬁ__
muuewwum--‘mﬂ e
mudﬂnmu“m-mcmmh.-
sficulties might” be found 1 that course which would run counter -£0 the
genersl jolicy memtioned. It will further be appreciated that if personal
allomnoss to non~resident British subjects are not granted, the burden of
relieving the double taxation in such cases will fall upon the United Kingdom
Exchequer.
6. In the meantime the Kenys Government has itself taken steps to meet the
Campany by saking an arder (of 35th November, 1937) under Section 90 of the
Ordinance, by which the rete of tax due fram the Company upon that partion of
mmhumcm«wmmamnmuq
.gu-m-vpuununtnnucn.xum& This rete of
Sh.]1 rejresents the minimus rete of ¢ax to which, ayart from the glestion of
perscnal allowsnces, every person chargesble to tax is lisble under Section
21(1), and the Kenys Government hope that relief from United Kinglom tax by
reference to this rete may be given at the scurce through the paying agent from
dividends padd to United Kinglom shareholders. The grant of relief through
the paying agent by reference to & minisum rate of Sh.]l would present no
préctical difficulties and ocould be admitted, were it not for the question of
allowances, as discussed in the faregoing paragreph.
7. The Board have oonsidered whether, in the svent of perstoal allowsnces
being grensted in Kemys to non-residents with mmll inocmes, it would
© nevertheless be possible to allow relief through the jaying agest s the
company desires. A difficulty is at once met in the fact that the character
of the perscoal allowances to non-residents that may be granted in Kenya is
not yet determinef. It is not stated whether it is jroposed to grant an
mc-m-vﬁnn-ﬂﬁncun*




,‘%‘--nb--wmﬁcﬁ-ww“mh
.,‘ . Colony. If & personkl allowsnce is granted which is in any way dependent upom
the amount of the non-resident's total inoome, whether derived fram Kenys or
| froh cther sources, the remiltant rate of Kenya tax which the taxpayer will
Wy "-Q:uu-numnu--.-mw“m
: case and will wiry with the ameunt of the total inoame. It would not be -
p-mouu—u.f--n-mclqu-mummw
reference to which relief could be given at the source through the paying agent,
and it would not therefore be possible €0 admit the Company to the paying sgent
arrangement . 1If, however, & perscmal allowsnce of  fixed smcunt (ssy £100) is
given to non-resident British subjects, without reference to total inocme,
either from Kemys or from all sources, (f@llowing the perscnal allowsnce alresdy
wﬂdumh—n&-.m.-muuqunm-
total income), the situstion would appear to be as follows:

Assuming ao allowanos of £100, which oould be set against the
dividends from the Company, 1630 approximstely of the 1700 United Kinglom
;vmmwnnm-u-p—nu“—u‘hm
Kenys tax, and it is siggested that the Compeny should pay such dividends in
full without the deduction of Kerye tax and should be relieved by Kemys from
Kenys tax on the smount of the inccme so paid. This could apparently be done
by &n extension of the Order in Council of the 25th Nowember by the addition at
the end of the wards - "and that the rate of tax upon that partion of the
‘m'.”dd“dwmm(w)ﬂwn_u
any oo dhareholder sre paid shall be nil."  The effect .of this would be thet
in the majarity of casss ne Kemya tax would be deducted from the dividends and
no difficulty weuld arise.

With regard to the remaining (80) sharehclders, Kenys incoms tax
Sould be dadusted by reference to & rebe Of 1/ in the £ (W in o few canes
vhare the diyidends exosed 700) and Dominion Inoams Tax rellef could be allowd
Lo the jaying agent by reference to Wiis rate. It would be necessary t§
'muum‘un——.m-ﬂnmmc

2 mmuu’n**-—uhuum




‘“ allowance against this incoms, and it would be necessary for the tax to be
‘reclaimed from Kenmys in respect of these allowances, jreferably by the Cémpany
on behalf of the shareholders, and with their authority, and paid over to the
United Kinglom Reverme. hﬂ-wqmemh—h>'
relief would be counterscted. u-mu-“mmm
the Company and its shareholders and also between the Company and the Kenys
Mﬁtnh!‘l“‘nﬁ“‘@ubﬂhﬁ-”d

the shareholders. The terms of the indemnity t0 be given to the Board by the
paying agent would also require careful consideration. It has not been
possible to go further into these matters of detail which would obvicusly require
further consideration involving as they do & departure from existing routine
arrangements to meet the special ciroumstances which exist in this partioular
case, and the propoms] is jut forwwrd in princigle as & suggestion for
consideration in the first instance by the Kenys sutharities. It has not at
this stage, pending the cbssrwations of the Kenys Government, been mentioned to
 the Company and 1t is not therefore known whether it would meet the difficulties
professed by the Company.

A similer procedure oculd probably be adopted if it were decided to
grant total exsmpticn to persons with smll Kenye incomes, though the sddition of
provisions to deal with incames on the borderline of the exemption limit would
areate difficulties.

8. It should further be pointed cut that if there are other Kengs Companies

with paying sgents in the United Kinglom - as to which the Board hawe no
information beyond the fact that no similer applicstios has been mede - the Kenye
autharities sight be faced with & request for & similer jrocedure to be spplied
to them This would areste d44fficulties in the cass of sharehalders in both
““~&“~ﬁ~d*m.
exemption liait, from shas Keaye tax would be dus and would have to be ccllected
by direct assesmment. "
$ I8 4a of couree jossible that the Karye sufharities will adbare to their
decision that, for the ressans infllonted in the Select Cammittes's repart, it is
nmu&nm&wﬂwuwum
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You cbedient Servent,
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4504 i the £ on the Gross Dividend of % 04" .

Net dividend roceived by Paying Agent ..
Tax 19 be deducted by Paying Agent and peid gver 1o the Revenge —

Full sandard rate of United
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u—u‘dudum-ucwr-ﬁun— aftes deduction
of s st 2 Ok in the £ (the mix of welief ),’nh--—-‘-’d
after dedv of the pestiouiss [ dsion Tncome Tax (84 %

per

L—I:u-l[*-lm-‘rnuhm
-a-'—u—dmw

Net amount s ol . . |

7. The income Tas deducted should be d for on the periodical returns made by
d“ﬂ(umv“Vﬂm

5 This cirgler supersedes the “circulars dated $56h Scptember, 1916, and 10 Octobes, 1917

I am,
Gawriewes,

You chedient Servasi,
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dividends or interest in respect of which specific autherity to

pcome Tax at the full standard rate (now 6s. Od in the £)

deducted from any

{9) United Kingdom I
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uct United Kingdom Income Tax at an adjusted rate.

L

(a) A separate
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of the waie of

such information as may be required for this purpose,
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allowance
Income
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v~ 8%

f

deductions allowed thesefrom in arriving at the amount actually charged o

Dominion Income Tax,
(iii) the amount actually charged to the Dominion Income Tax,
for which the tas was charged and the date on

iv). the rate or mates of Dominion Income Tax and the amount of tax charged,
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I am etec. to transmit to you
for the consideration of the Boerd of
Inland Revemue, a copy of a despatch
from the Governor of Kemya in regard to

& difficulty that has arisen in

3 connection o s for |
1 / @ Welief from double tazation in the case @

\J\ the Bast African Power and Lighting

. m . It 1s cbeerved from the §

q ---n- by the Commissioner of n.-.

M“Mﬂ.-ﬂmaﬂﬁ s

m‘. despateh, that thie -ﬁiv "
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Kenya. mmvuxmuum.un
oo bevepisnsniad ties dirficulties in connection
with the arrangements for relief from double
taxation-can be represented as so0 serious that

they have operated to render it ! L)

muwﬁdwuwmm

development of their undertaking in the Colony, the

m—unmu-d'g.n—u-u-




Dear Ormsby-Gore,
1 have juat signed an official uespatci. dated tie
24%.. arci wic: is now going by airail. 3B ia merely
a ooverim letter to a menorandun by.ihe ’)ﬁmiuioner for
‘ncome Tax on ..ot agpears to be a hard case aud oue whica
say put & ver, forddable weapon in tue hands of Inctuwe Tax
o oneuts. 1 woula ue very gratef.l if the letter could be
jealt wit.. as a satter of urgency and a solutjon found tuat
w.ll meet w.e difficulty fully exylained in tae nmeworandum.
' Yours sincerely, .

. . —
":4 WPM POC.‘ 'Lapo.




| Govennwent Houss
Nanon:
Kenva

*[J < m, 1938,

8ir,

I bave the honour to transait
rcmmuamm
asmorandus prepared by the Commissioner of
Income Tax, sad to request that, provided you
80 0o objection, the advice of the Board of
Inland Heveme may be cbtained on the poiats
raised {n the semorsndun, and transmitied to
26 a8 early as possible.

I have the honour to be,

) Sir,
: \' Your most Ma. basble servact,
J {Q}wo’w %M h
“AIR CHINP MARSHAL,
SOYARNCR

T




The Bast Africsn Power & lighting Company which

is registered in Kenys has & london Shere Hegister upon

which the bulk of ite capitel is held. in the ncrmel

course, dividends on theee holdings suffer & deduction
F. of both Kenys end United Kingdom Imcome Tax &nd Tollowing
- the introduction of Income Tex in this Colony the Company
was required to deduct BheyR/~ in the £ Xenys Income Tax
and Goe.b6/~ British Inceme Tex making & totel of She.7/-
in the &.
5 o when the dividends resched the individual share-

holder be was antitled to claim repeysent of Sh.1/- in
the £ from the Kenys Revenue and & further Sb.1l/- from
the United Kingdom Revenus if be was lisble to United
Kingdom tax st an appropriste rete of She.2/- in the 2 or
over, snd if he was not lisble to British Income Teax

the whole of that tax was repaid and no double peyment
arose.

3. In the oase of & Company of this type the British

Boaxd of Inland Revenue will gremt & relief by concession
whereby an apprexisste squivelent of the tax each share-

nolder 45 sntitlad to recisim from the British Revenuve
is sllowed directly to the paying sgente of the Compsny

in Lenden, One of the conditions upen whieh this relief

o grented 38 that the Celsny conserned dees not sllew

sny perscusl deducticns Lo nen~residents by which the

tax ultisstely paysble is . .

4. pection 10(2) o hm-—m.

JEovides for Wules to be Wede whereby certain sllm mices
‘ ‘whould/




M nvs'."/b]

“Geverner in Couneil under Seetion 90 (& sopy of whieh

-m-muu-omdtnc ni
Secretary's Note No,L/leg. Co.26/3/6/38 of the 6th
april, 1937, tist such sllowsnces sbould be granted

to non-residents snd pensicners who were in receipt

of small incomes. Jurther, representetions have been
made by the Furopesn Civil Servents' (Gold Cosst) .
Assceistion, requesting special considerstion foF
pensicners, to whick reference wes meds in correspond
ence terminat ing Witk the Govemnor's demjetch Xo,668
of the 6th November, 1937.

8. In July, 1937, the "cmpany wat informed thet

&8 & result of the provisiom for allowances to be
grsnted for non- residents, the concessionsl relief
referred to in paragreph 3 above cculd not be granted
umlmmm-mmuu.uuu‘htn
full rete. : :

6. The Company lmsedistely made representst ions to
the Commichioner that the deduction of tax of She.7/=
in the £ from their dividends would heve & very seriocus
do:n-wnudmmumunm
of relsing further capital in London, snd after

Segotistions an Order wes made by Wis Excellency the

is sttacind), whick smpowered the Company to deduct
Kenys Income Tax St the rete of 58.1/- 4n the &

-mumma—mmumwh




; Compeny has mmu-qu- _
e Mum”-%nmm«,
. In Feurilry of thie year the Company yrOpREE
to make an issue of & further £100,000 Preference Shires
for dcmestic resscns whick, it may be stated, were not

ccnnected with the financing cf the Maragus Tens Power =

Scheme. The Campany bes now '”.ﬁ“‘ s & rmnf

of the present taxation position the con merket !
absclutely refused to bid for or to underwrite the
lssue end the Company were unable to proceed with their o
flotation. In the near future the Compeny will
Srobably require some £200,000 d‘ltioul.‘uu‘d for
Gevelopment wark in Mast africs and if, &8 &ppesrs to be
the cese, they will be unsble to reise the money in
London & very serious position will arise. It will
creats & strong srgument ageinst the iamposition of

"~ Inccme Tex in this Colomy whickh it will be difficult

to snawer and I ccnsider it impereative that & solution
to the difficulty should be found.
8. In order to sscertain u. view of the Bosrd of

} Inland Reveams, inforsal nuup-n-oo bes been ex~

4 | changed with them, and they bave requested that, in

the circumstences uy‘znm-uum on the subject

should be made trrough/mormel cfficial chamnel.
9. The purpose of this memorendum 18 to set out the
factls &t lesus for comsideration by the Doard of Inland

l Revenue. iy recommendst ion 18 that the Doard mey be

| Saked 10 advies, baving regerd tc the intention o

: Government to grent scme relief o ncm-resident puu-. .

dn-mespect of ssall inecess, te wiieh refersnce is sade
in peragreph 4 sbove, what asecdments, 1f eny, could -

b“bmmwmtm
‘ m-mm



give the natter their most

ituo if no suitecle amendment to the
devised Government will have no alternative &
any allowences to non-residents if the C
obtain the concessional relief.

A8 the nmatter is cne of scme urgency, it is
requested that the Board of Inland Revenue should be
Geked to furnish their reply ae eerly u’.w‘.




M Batane. "

IN KIRRCISE of the powers conferred
upon him by secticn 90 of the Income Tax
Ordinasce, 1937, His Excellency the Goverser
in Council has been pleased to sxempt (vith
effect from the let day of Noweaber, 193) the
Bast Afrissn Power & Lighting Company, Limited,
whone reglstered offiee is in Hardisge Street,
Nairebi, from e provisicas of seetion A of
e aforessid Ordinsnce to the sxtent Shat the
rete of tax wpen that portica of the Company's
inoeme out of which dividends sot sxcesding £700
per samms to my ooe sharebolder are paid, shall
be st e rate of L/~ in Be &

BY Command of His Muoellency the
Governor ia Comnmcil.

Talrohd,
This 3500 day of Nowenber, 1907,

KV, sekar-Seall

-,




