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KRA collection
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WHO IS THE PUPPETEER?

A

HARD HIT: Importers of cars more than three years old now have to pay a higher excise duty.
BY MARTIN MWITA
SECOND hand car imports
have dropped by nearly half
between December and January hurt by the new Excise
Duty Act, raising concerns of a
deficit in revenue for the government.
This is said to have also affected import trends on tobacco products, fruit juices, food
supplements and the uptake of
beer, wines and spirits.
Also affected are plastic bags
and fuel products.
According to the Car Importers Association of Kenya,
monthly car imports have
dropped from an average 9,000
units to between 3,000 and
5,000 units, since the Excise
Duty Act 2015 came in place.
The law which was enforced
on December 1, 2015, has seen
vehicles aged less than three
years charged Sh150,000 in
excise duty.
Vehicles over three years old
are charged Sh200,000 per unit
while motor cycles attract an

excise tax of Sh10,000 a unit,
among other clearance and
registration fees.
For instance an importer of a
Toyota Probox (engine capacity of 1290 cc), will have to part
with an extra Sh5,000 IDF fee,
Sh9,365 registration fee and
Sh3,144 Railway Development
Levy.
This adds to clearing costs
of about $2,246 (Sh230,093)
(clearing charges, shipping delivery order fee, port charges
and maritime surveillance
levy).
With a drop of 4,000 units,
KRA is estimated to miss an
average Sh1 billion a month in
excise duty.
“People have slowed on buying cars because of the high
taxes,” CIAK chairman Peter
Otieno said on phone.
Other losers are the National
Transport and Safety Authority and the Kenya Bureau of
Standards.
NTSA collects between Sh6,
000 and Sh22,000 per unit
for registration of new motor

vehicles, varying with engine
capacity.
Kebs gets between 10 and 20
per cent of the $220 (Sh22,538)
charged per unit for pre-shipment inspection.
The Consumer Federation of
Kenya yesterday said Kenyans
are overtaxed.
“We have always told government not to over tax people
because they will be forced to
seek alternatives which will affect revenues. People are now
avoiding beer and going for
illicit brews,” Cofek secretary
general Stephen Mutoro said.
KRA however said it is still
early to tell the impact since
returns were being filed as of
Wednesday.
“The domestic taxes department will be able to ascertain
the impact after the first quarter,” KRA’s communication
department told the Star yesterday.
KRA is targeting Sh25 billion in annual excise tax with a
Sh1.253 trillion revenue target
this financial year.

Jubilee Insurance names group chief executive
BY STAR REPORTER
JUBILEE Insurance has
tapped its regional chief
executive for life business,
Dietmar Raich, to head its
group business.
The firm announced on
Friday it has appointed Raich
as its group CEO, after “an

exhaustive” selection process.
“Dietmar has a thorough
understanding of insurance,
in addition to finance and
management of large organisations,” said Jubilee chairman Nizar Juma.
Prior to this appointment,
Raich who holds a degree in
economics from the Univer-
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sity of Stuttgart, worked as
Jubilee’s regional CEO for the
life business.
Raich has worked over
three decades in the insurance
industry. He has served as
head of global life and health
at Allianz in Munich, and as a
deputy CEO at Allianz Life in
Korea among others.

puppeteer is a person who
manipulates an inanimate
object, such as a puppet, in
real time to create the illusion
of life. The puppeteer may be visible
to or hidden from the audience. A
puppeteer can operate a puppet
indirectly using strings, rods, wires,
electronics or directly by his or her
own hands placed inside the puppet
or holding it externally.
You have to admit that there has
been a concerted effort to undermine the bona fides of the government’s Eurobond issues. When I was
in London, I used to enjoy going to
the Royal Festival hall and listening
to the orchestra play. And over the
last few weeks it is as if I was at the
festival hall. Ah look! That’s the violin,
then you might open the Nation and
say to yourself that’s the percussion
and oh, look over there the string
instruments and on and on it has
gone. A seriously good orchestra of
course plays their individual musical instruments well and makes
sweet music together. The ‘Eurobond
Orchestra’ made some good points
but its now become an awful racket,
a cacophony even [a harsh, discordant mixture of sounds]. The orchestra
made sweet music whilst the audience was the domestic echo-chamber but then once the puppeteer
took it outside the confines of the
Kenyan hot-bed things have begun
to unravel.
To impugn the Federal Reserve, JP
Morgan and Qatar National Bank [the
second largest bank in Africa and
the Middle East in terms of assets
and therefore on the roster by right]
and to sweep them up in a $1b heist
exhibits a fundamental ignorance of
how capital flows around the world
and is a self-harm type of accusation
to make. Just think about this why
would these institutions put their
neck on the line for a transaction
that probably represents 0.00001
per cent of their revenues? It would
be an insane risk-reward trade
especially in the new normal where
banks and institutions are so nervous
around ‘’risk-taking’’ and every transaction has a compliance officer all
over it like a bad rash. Big global institutions are not interested in getting
caught on the wrong side of the new
21st century compliance policeman.
The fact that Barclays PLC is searching for an exit out of Barclays Africa
informs us of this and why this game
is not worth the candle. President
Jacob Zuma behaved like a fugitive
at Davos last week [skipping all his
panel discussions] and this orchestra
of ours with its behind the scenes

conductor [puppeteer] would be behaving no differently if they took this
cacophony outside our borders.
Let’s now turn to the economy and
inspect what’s happening because a
lot is and if you blink you are going
to miss a positive story. According
to Charles Robertson [author of the
Fastest Billion] and chief economist
Renaissance Capital.
‘’A big improvement in both the
budget and the current account…..
the authorities are squeezing those
deficits hard, really hard…We estimate that the budget deficit was 11
per cent of GDP in the 12 months
through March 2015 but was aggressively cut to eight per cent through
September 2015...a three point
improvement is impressive in any
country to achieve it in six months
is remarkable. The current account
deficit is on track to meet 7.6 per
cent of GDP annual target’’
This is big and I have already written about it and its continuing to
trend better and informs us why the
shilling has been so “teflon’’. As an
investor you have to seek the signal
in the cacophony and the shilling is
emitting a very powerful signal.
Razia Khan of Standard Chartered Bank swung through Nairobi
last week; “we are still relatively
optimistic and looking at the continuation of the growth uptrend in
Kenya which we think we will be
within reach of six per cent from
2016,” said Khan.
Take a look around Africa and
you will note that there are winners
and losers and that Kenya is very
definitely with the winners. I expect
South Africa and Nigeria to be close
to zero per cent GDP in 2016.
Another point to note is that we
have gotten lucky with the weather.
I once joked that to be a good
economist in Kenya, you need to be
a good meteorologist. The way I see
it we have been really lucky. There is
plenty of collateral damage from the
El Niño weather pattern but we have
gotten lucky. The agri-economy is
doing just fine.
Africa Confidential in its latest edition wrote: “Secondly, the commodity
price crash cannot all be blamed on
China and it is not blighting all Africa’s
exports. For example, export earnings
from cocoa, coffee and tea look set
to hold up in both the increasingly lucrative specialist markets and in the
traditional bulk purchase markets.’’
The dream of oil is now over the
horizon but there is a lot of positive
momentum out there and its not
getting drowned out by the cacophony but is beginning to rise above it.
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