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.
VATisa consumptiontax(indirectTax)chargedon:-.Localsalesand importationof goodsandservices

thataretaxable.
. Registeredtradersplay the role of agentswhile

consumersaretheactualVATpayers.
. VATLawis containedin theVATActCap476of the

LawsofKenya

2. REGISTRAT

. Minimumturnoverrequirementfor registrationis
K-s~s.5Millionper.year.

. Alltaxablegoodsal)dtaxableservicesaresubjectto
theturnoverlimitWitheffectfrom15thJun€J,2007.

. Anypersoncanalsoregistervoluntarilyevenif the
turnoverisbelowthethresholdrequired.

.Persons with a turnoverbelowKshs.5,000,OOOper
year and aboveKshs.500,000per yearfall ul)der
TurnoverTax (TOT).This excludesincorporated
companies,management,professionalandtraining
fees, rental incomeand incomesubjectto final
withholdingtax. RegistrationforVATis nowthrough
theKRAOnlineServicesPartal:
http/www.kra.go.ke/portal.

3. RATESOF TJ

Therearethree ratesofTax;
. 16%...Thegeneralrate chargedon taxablegoods

andservicesotherthanZero-ratedsupplies.
. 12%...Chargedon electricalenergy,dieseloils and

residualfueloilswitheffectfrom31st October,2008.
. O%...ForZero-ratedsuppliesLeExports,Agricultural

Machinery,Farminputs,Pharmaceuticalproducts
etc.

4. ACCOUNTINGFORVAT

Accountingfor VATrefers to computation,keepingof
supportingrecordsand declarationof the tax. VATis
accountedfor by;

. Issuinataxinvoicesand/orCashsalereceiptswhich
'~~Rgeneratedor supportedby ETRre

rds andevidencethereof;
. andevidencethereof;



ln8tax deductionmeansdeductingontheVAT3 theVAT
chargedonpurchaseofstock,rawmaterials,assets&other
expensesas longas theyare directlyattributableto the
productionof taxablegoodsandservices.Inputtaxshould
be deductedwithin 12 monthsfrom the date of the
purchase.Purchaseinvoice/Cashpurchasereceiptmustbe
ETRgeneratedorsupportedbyETRreceipts.Howeverthe
followinginputtaxisprohibitedfromdeduction:-

. Oilsfor motorvehicles;

. Passengervehicles,their parts and maintenance
servicesexcept in car hire businessor where
vehicleshave been redesignedor modifiedand
purelyusedfor supplyof taxablesuppliessubjectto
priorapprovalofthecommissioner.

. Loosefurniture & fittings except in hotels and
restaurantswheredeductionmaytake placewith
priorapprovaloftheCommissioner;

. Domesticelectrical/electronicappliancesexcept
where deductionis approvedby the Commissioner;

. Entertainmentservices;

. Hotel& restaurantservices;

. Accommodationservices;

. Supplies to staff housing and other similar
establishmentsforstaffwelfare;

Taxpoint meanswhentax becomesdueandpayableto the
Commissioner.Taxis dueand payablewhen:

. The Supply takes place;

. Aninvoiceis issued;

. Partorfull paymentforthesupplyismade;

. Acertificateis issuedbyanarchitect,surveyororany
personactingas a consultantor in a supervisory
capacity,in respectof the service (in case of
constructionindustry). "

Whichevercomesearliestof the four.

Thetaxpayermayhoweverdeferpaymentofthetaxdueup
to 20thdayofthemonthfollowingthatofsale.
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- Theduedatefor submittingreturnsis on or before

20thof the monthfollowingthat whichthe sales
wheremade.Where20thfallsonaweekend,orona
PublicHoliday,returnsshouldbe submittedon or
beforethelastworkingdaybeforethe20th.Failureto
submita return,late submissionor submissionof
paymentreturnswithoutpaymentof the tax dueis
liabletoadefaultfineofKshs.10,000or5%ofthetax
due,whicheveris higher.Anadditionalcompounded
interestof 2%permonthisalsoleviedonthetaxdue.

- Returnscannowbe filed onlinethroughour KRA
.OnlineServicesPortal:http/www.kra.g.ke/portal.

- For paymentreturns,an e-slip is generated.The
e-slipandthetaxdueis presentedtothedesignated
banksforpayment.

7. OFFENCESANDPENALTIES

OffencescommittedundertheVATactattractheavyfines
andpenalties.Suchoffencesinclude:-

- Failureto issueETRgeneratedtaxinvoices;
- Fillingfalse/fraudulentreturns;
- Failuretosubmitor latesubmissionof returns;
- Lateand/ornonpaymentofthetaxdue;
- Failureto installanduseETRmachines.

8. REFUNDSANDREMISSIONS

Ataxpayermaygetrefundoftaxon:
- Inventoryon taxablegoodsaodassetsheldat t~e

time of registrationprovidedthat the tax was
incurred12monthspriorto registration.Theclairois
lodgedthroughformVATSwithihsixmonthsafterthe
Qateof registration.

-Taxpaidinerror;
..~~00 Badd~bts;
-\~~(Cessinputtax .ari$rtlgfroro;Q~alingin Zerorated

zSf;{pplies;
-Excessdt,'§QitarisingTromwiJb:Mrdlng~'s~stem~.

TheMinisteroffi~~mcemayremit(exempt)VAf"pllymerlil,
respec.tof:-

-allexploration;
- Geo-therroalexploration;



.Manufactureof goodsin custombondedfactories;.. Officialaidfundedprojects;.Constructionor expansionof privateUniversities
(excludingstudenthostels& staffhousing)withthe
approvalof theminister,onthe recommendationof
theMinisterforeducation;.Constructionofnotlessthentwentyhousingunitsfor
lowincomeearnerswiththeapprovalbytheMinister
onthe recommendationof the Ministerresponsible
for housing;

. Capitalgoods(excludingmotorvehicles)ofoverone
millionKenyaShillingsperinvestmentsimportedor
purchasedlocally for new investmentsor the
expansionof investments.
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AuthorizedwithholdingVATagentsare requiredto withhold
VATon any paymentof suppliesmadeto them excepton
Zeroratedsupplies,exemptsuppliesandsuppliesmadeby
TurnoverTax(TOT)registeredtaxpayers.

A VATregisteredtaxpayershoulddeclareand/orpayall the
tax chargedduringthe monthincludingthe am.ountsubject
to WithholdingVAT.

.
Toavoiddoublepaymentof VAT,the taxpayeris requiredto
deduct the VATwithheld in the CurrenVsubsequentreturn
uponreceiptof a VATWithholdingCertificate.Wherethere
is a perpetualcreditdueto the WithholdingVATsystem,the
taxpayer is entitled to claimthe excessinput tax from the
Commissionerthrougha formVAT4.
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De-registrationmaytake place:-
. Ifoneceasesto trade in taxablegoodsand/ortaxable

services,
. Ifoneclosesthebusiness,. If the turnoverlimit falls belowKshs.5Millionin a

year,..Deathofthesoletrader,
\.hlsolveocy,
. leavingthecoufltry.



A taxpayeris entitledto a wide rangeof rights e.g.
deduction of input tax, confidentiality,minimum
interference,fairtreatment,informationetc.Thetaxpayeris
howeverobliged to pay the tax charged,issue ETA
generatedtaxinvoices,keeprecords,makereturnsondue
dates and fulfil any other requirementmade by the
Commissioner.Rightsand.obligationsarecontainedinthe
KRAtaxpayerscharter.

tr>DISCLAIMER

ThiSinformationfsforguidanceonlY.AnyomissiOnsdonot
absolvetbetaxpayerfrommakingtrueandcorrectreturns
andstatementof accounts.
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For further information,
Please visit the nearest DTD KRA office

Or

Contact Taxpayer Education Programme
On:-

Tel: 0202812010/2816095/2813068.

DOMESTIC TAXESDEPARTMENT
HEAD OFFICE

Times Tower Building 19th Floor
Haile Sellasie Avenue

PO Box30742 - 00100


