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"business" rneans-

(a) trade, comnlerce or manufacturc, profession,
Yocation or occupation ;

(b) any other activity in the natwt of trade,
commerci or rnanufacture, profession,
vocation or occupatioq

(c) any activity carried txr by a

perso$
continuously or rcguldy, whcthcr or not for
gain or profit and which ipvolves, in part or in
whole, the supply of goods or scrviccs for
consideration; or

(d) a supply of property by way {lasr, liceuce,
or similar arrangement"
but does not inelude

(i)

-

employment;

(ii) a

hobby or lcisre miviry

individual; or

of

NL

(iii) an activity of e pcrsm, othcr than en

thrt if €elriod orl B i&t
individual would ooilrc within su.bindivid,ual,

paragraph (il);

tabinet

Secretary" rne:rm Ge Cs.hinst Secrcary

responsible for matters rel*ting tofimnm;"
l

'€ornmissione/' means the Cqnmissiorcr4encr*I
appoifted under the Kenya Revcnue Adbffiity hc.,, w;
with respect to povrers or frmctions tl*t have bcen
delegated under that Act to anothcr CorrnisJioner, frd
dher Commissioner;

caq*.w
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a company as defined in the
Companies Act or a corporate body formed under any other
written law, including a foreign law, and includes any
association, whether incorporated or not, formed <lutside
Kenya which the Cabinet Secretary may, by order, declare
to be a company for the purposes of this Act;
"company" means

Cap.486.

"duty of customs" means import duty, cxcise duty,
export duty, countervailing duty, levy, cess, tax or surtax
charged under any law for the time being in force relating
to customs or excise;

"electronic notice system" has the meaning assigned
to it in section 39;

"exempt supplies" means supplies specified
First Schedule which are not srib.lect to tax;

in

the

"export" means to take or cause to be taken from
Kenya to a foreign country or to an export processing
Cap

-51

zone;

7

"export processing zone" means an export-processing
zone designated under the Export Processing Zones Act;

"goods" means tangible movable and immovable
pfoperty and includes electrical or thermal energy, gas
and water, but does not include money;

"information technology" means any equipment or
software for use in storing, retrieving, processing or
di sseminati ng i nformation ;
i

iI

. "importatien" means to bring or cause to be brought
into Kenya from a foreign country or from an export

il

processing zr,ne;

,,1

,l
I
I
I

I
I

"importer", in relation to goods, means the person
who owns the goods, or any other person who is, for the
time being, in possession of or beneficially interested in
the goods at the time of importation;
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"input tax" means -

(a) tax paid or payable. on the supply to a
registered person of any goods or services to
be used by him for the purpose of his
business; and

(b) tax paid by a registered

person on the
importation of goods or services to be used
by him for the purposes of his business;

"money" mgans -

(a)

any coin or paper currency that is legal
tender in Kenya;

(b) a bill of exchange, promissory noie, bank
draft, or postal ormoney order;

(c)

any amount provided by way of payment
using a debit or credit card;

"non-resident person" has the meaning assigned to it
section 9;
.

ir

"official aid funded project" means a project funded by
means of a grant or concessional loan in accordance with
an agreement between the Government and any foreign
government, agency, institution, foundation, organization
or any other aid agency;
"output tax" means tax which

is due on taxable

supplies;

"person" means an individual, company, partnership,
association of persons, trust, estate, the Government, a
foreign government, or a political subdivision of the
Government or foreign government;
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"registered person" means any person registered under
section 34, but does not include an export processing zone

"regulations" tneans any subsidiary legislation made
under this Act;
"services" means anything that is not goods or money;

"service exported out of Kenya" means
provided for use or consumption outside Kenya;

a

service

"ship stores" means goods for use in aircraft or vessels
engaged in international transPort for consumption by
passengers and crew and includes goods for sale on board
such aircraft or vessels;

"supply" meafis a supply of goods or services;
"supply of goods" rneans -

(a)

a sa[e, exchange, or other transfer of the right
to dispose of the gmds as ownet; or

(b)

the provision of eleCtrical or thermal energy'

. gas or water;

"supply of services" means anything done that is not a
supply of goods or money, including -

(a) the performance of services for another
person;

(b)

the grant, assignment, or surrender

of

any

right;

(c) the making available of any facility or
advantage; or
(d) the toleration of any situation or the refrainin;
.

:

.,f.r.o^r.n

of

th9$piqg,q.+Fy,nf;t;

imported services" means a supply of
services that satisfies the following conditions -
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(2) For the purposes of this Act, goods shall be
classified by rcference to the tariff numhrs set out in

Annex I to the Protocol on the Establishment of the East
African Community Customs Union and in interpreting
that Annex, the general rules . of interpretation Jet oui
therein shall, with the necessary modifications, apply.
PART II
-ADMINISTRATION
Funciions elrd powcrs

of thc Comdrissloner
and othcr offlccrs.

3. (l) The Commissioner shall be responsible for the
control and collection of, and accounting for, tax and shall,
subject to the direction and control of the Cabinet
Secretary, have the superintendence of all matters relating
thereto.

(2) The Commissioner shall appoint such officers as
may be necessary for carrying out the purposes of this Act.
(
(3) The Commissioner may authorise any officer
appointed under this section to perform any of the
functions of the Commissioner under this Att or the
reiulations, other than the functions of the Commissioner
under this section.

(4) Every authorised officerappointed under this
section shall enforce, and ensure due compliance with, the
provisions of this Act and the regulations, and shall make
all due inquiries in relation thereto.
(5) Every authorised officer appointed under this
section shall, on demand, produce such documents
establishing his identity as may be approved by the

Commissioner.

(O Every authorised officer shall, in carrying out the
provisions of this Act, regard and deal with all documents
and information relating to tax and all confidential
instructions in respect of the administration of this Act
yhich may come into his possession or to his knowledge
in the course of his duties as secret.
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(7) Any decision made and any notice . or
communication issued or signed by any authorised officer
may bb withdrawn-or amended by the Commissioner or by
the authorised officer concerned, and shall be for th!
purposes of this Act, until it has been so withdrawn, be
deemed to have been made, issued or signed by the
Commissioner.
4. For the purposes of carrying out the provisions of

Act, every authorised officer shall, in the performance
of his duties, have all the powers, rights, privileges and
this-

Authoriscd olliccrs to
havc powers of policc
officcrs.

protection of a police officer.

PART III-CHARGE TO TAX

5. (l) A tax, to be known
Charged in accordance

as value added tax, shall be

withthe provisions of this Act on -

(a) a taxable supply made by a registered
person in Kenya;

(b)

the importation of taxable goods; and

(c)

h supply

(2) The rate of

(a)

of imported taxable services.

ax shall be -

in the case of a zero-rated supply,

zero

percent; or

(b)

in any other case, sixteen percent of the
taxable value of the taxable supply, the
value of imported taxable goods or the
value of a supply of imported taxable
services.

(3) Tax on a taxable supply shall be a liabiliry of the
registered person making the supply and, subjeci to the
provisions of this Act relating to accounting and payment,
shall become due at the time of the supply.

Chargc to-tax.
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(4) The amount of tax payable on a taxable supply, if
any, shall be recoverable by the registered person from the
receiver of the supply, in addition to the consideration.

(5) Tax on the importation of taxable goods shall be
charged as if it were duty of customs and shall become due
and payable by the importer at the time of importation.

(6) Tax on the supply of imported taxable services shall
be a liability of the registered person receiving the supply
and, subject to the provisions of this Act relating to
accounting and payment, shall become due at the time of the
supply

Cab,netsccretary 6. (l)The Cabinet Secretary may, by order published
mav amcnd thc ratc of .
.
in the Gazefte, amend the rate of tax by increasing or
il:""-""
decreasing any of the rates of tax by .an amount not'
exceeding twenty-five percent of the rate specified in
section 5(2)(b).

(2) Every order made under subsection (l) shall be laid
before the National Assembly without unreasonable delay,
and shall cease to have effect if a resolution of the National
Assernbly disapproving the order is passed within twenty
days of the day on which the National Assembly next sits
after the order is laid, but without prejudice to anything
previously done thereunder.
Zero ranng

(l)Where a registered person supplies goods or
services and the supply is zefo rated, no tax shall be
charged on the supply,'but it shall, in all other respects, be
7.

treated as a taxable supply.
(2) A supply or importation of goods or services shall
if the goods or services are of
the description for the time being specified in the Second
Schedule.
be zero-rated under this section

PART IV-PLACE AND TIME OF SUPPLY
Placeorsupplvor 8. (l) A supply of services is made in Kenya if the
serv iccs.
place of business of the supplier from which the services
are supplied is in Kenya.
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(2)
.lt the place of business of rhe supplier is not in
Kenya, the supply of services shall be cleem#to be rnade
in
Kenya if the recipient of the suppry is'not a registered person
. and-

(a)

the serviceg are physically performed in Kenya
by a person who is in Kenya at the time tf
supply;

(b)

the services are directly related to immovable
property in Kenya;

(c)

the services are radio or terevision broadcastins
services received at an addres in

(d)
(e)

f{.nyu;---"""'b

the services are electronic services delivered to a
person in Kelrya at the. time of supply; or

supply is a transfer or assignment of, or grant
of a right to use, a copyright, patent, traderiark,
or similar right in Kenya.
th_e

(3) In this secrion -

"electronic services,' means any
services, when provided or delivered
telecommunications network

-

of the following
on or through

(a)

websites, web-hosting, or remote maintenance
programs and equipment;

(b)

software and the updating of software:

(c)

images, text, and information;

(d)

access to databases;

a

of
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(e)

self-education packages;

(0

music, films, and games, including games of
chance; or

(g)
Appointrncnt of
rrprcscntativc

ax

political, cultural, artistic, sporting, scientific and
other broadcasts and events including broadcast
television.

9.(l) A

person who

is

required

to apply for

registration under seclion 34 but who does not have a fixed
place of business in Kenya shall-

(a)

appoint,

in writing, a tax

representative in

Kenya; and

(b)

if required to do so by th'e Commissioner,

lodge

a security with the Comrnissioner in accordance

. with section 27.
(2) lf a non-resident person to whom

this section

applies fails to appoint a tax representative within the
period prescribed under section 34, the Commissioner may
ippoint a tax representative for the person.
(3) The tax representative of a non-resident person shall

(a)

be a person normally residing

(b)

have the responsibility for doing all things
required of the non-resident under this Act; and

(c)

with the non-.resident person ,be jointly and
severally liable for the Payment of all taxes,

in Kenya;

fines, penalties, and interest imposed under this
Act.

(4) The registration of the tax representative shall be in
the name of the non-resident person being represented.

The Value Added Tar Bill, 201 3
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(5) A person may be a tax representative for more than
one non-resident person, in which case the person shall have
a'separate registration for each rion-resident person.

rc) The Commissioner may prescribe the mode,
manner, and requirements for appointment of a tax
representati ve andthe respon

si bi

I

iti es

of the representative.

10. (l) If a supply of imported taxable services is
made to a registered person, the registered person shall be
deemed to have made a taxable supply to himself.

lt a registered person referred to in subsection
is entitled to (2)

(a)

rrcatmcntor
importedserviccs.

(l)

a credit for part of the amount of input tax
paye.ble, the value of the taxable supply
under subsection (l) shall be reduced by an
amount equal to the supply that is entitled
for the input tax credit; or

(b) a full input tax credit payable on the
imported taxable services under subsection
the value of the taxable services shall
be reduced to zero.

(l),

(3) The output tax in respect of a deemed taxable
supply under subsection (l) shall be payable by the
registered person at the time of the supply.

(4) For the purposes of this sectign, if a registered
person carries on a business, both in ani outside Kenya,
the part of the business carried on outside Kenya shall be
treated as if it were carried out by a person separate from
the registered person.

11. A supply

of goods occurs in Kenya if

-

(a) the goods are delivered or made available
Kenya by the supplier;

Place of supply

goods.

in

of
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(b) the supply of the goods involves their
installation or assembly at a placb

in

Kenya;

and

(c) the goods are delivered outside Kenya, the
goods were in Kenya when their
transportati on commenced.
Time of supply of
goods and scrvrccs.

12. (l) Subject to subsection (3), the time of supply,
including a supply of imported services, shall be the earlier

of-

(a) the date on which the goods are
delivered or services performed;

(b)

the date on which the invoice for

the

supply is issued; or

(c)

the date on which payment for the supply
is received, in whole or in part.

(2) The time of supply of goods by means of a
vending machine, meter, or other device operated by use
of a coin, note, or token shall be on the date the coin, note,
or token is taken from the maching, meter, or dther device
by or on behalf of the supplier.
(3) If

(a) goods are

supplied under

a

rental

agreement; or

(b)

goods or services are made by metered
supplies, or under an agreement or law
that provides for periodic payments,

the goods or services shall be treated as successively
supplied for successive parts of the period of the lease or
agreement, or as determined by law, and the time of each
successive supply shall be the earlier of the date on which
payment for the successive supply is due or received.
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(4) The time of supply of imported goods shall be -

(a) in the case of goods cleared for home
directly at the port of importation, or
goods elttered for removal to an inland
station and there cleared for home use, at
the time of customs clearance;
use

(b) in the case of

goods removed to a
licensed warehouse subsequent to
importation, at the time of final clearance
from the warehouse for home use;

(c) in the case of goods removed from an
export processing zone, at the time of
removal for home use;

(d)

in any other case, at the time the

goods

are brought into Kenya.

PART V-TAXABLE VALUE

13.(l) Subject to this Act, the taxable value of a
supply, iriitraing a supply of imported services, shall

be-

(a) the consideration for the supply; or

(b)

if

the supplier and recipient are related, the

open market value of the supply.

(2) The taxable value of a supply of mobile cellular
services shall be the value of the services as determined for
the purposes of the duty imposed under the law relating to
excise.
(3) Subject to subsections (4) to (6), the consideratiort
for a supply, including a supply of imported services, shall
be the total of

-

raxablevalueof
supprv'

278
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(a) the amount in money paid or

payable,
person,
for the
directly or indirectly, by any
supply;

(b) the open market value at the time of

the

supply of an amount in kind paid or payable,
directly or indirectly, by any person, for the
supply; and

(c)

reduced

any taxes, duties, levies, fees, and charges
(other than value added tax) paid or payable
on, or by reason of the supply,

by any discounts or

rebates allowed and

accounted for at the time of the supply.

(a) The consideration for a supply shall include the
amount charged for -

(a) any wrapper,

package, box, bottle, or other
goods are supplied;
which
container in

.

(b) any other goods contained in or attached

to

the wrapper, package, box, bottle or other
container referred to in paragraph (a);or

(c)

any liability that the purchaser has to pay to
the vendor by leason of or in respect of the
supply in addition to the amount charged as
price.

(5) In calculating the value of any services for the
purposes of subsection (l), there shall be included any
incidental costs incurred by the supplier of the services in
the course of making the supply to the client:
Provided that, if the Commissioner is satisfied that the
supplier has merely made a disbursement to a third party
as an agdnt of his client, then such disbursement shall be
excluded from the taxable value.
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(a)
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-

in the case of a supply of goods under a hire
purdhase agreement, any financial charge
payable in relation to a supply of credit under
the agreement; or

(b) any interest incurred for the late payment of
the consideration for the suPPlY'

(7) The consideration for a supply of accommodation
o, ,.riuurunt services shall not include the Tourism Levy

No.28or20t1.

imposed on the supply under the Tourism Act; or

(8) For the purposes of this Act, a person is related to
another person if-

(a)

either person participates, directly

or

indirectly, in the management, control or

the capital of the business of the other;

(b) a third person

participates, directly or
indirectly, in the managefnent, control or
capital of the business of both; or

(c) an individual who participates in
management, control or capital of

the
the

businiss of one, is associated by marriage,
consanguinity or affinity to an individual

participates ih the management,
contro[ or capital of the business of the

who
other.

14.(l)
be the sum

The taxable value of imported goods shall

of-

(a) the value of the goods ascertained for the

purpose of customs duty; in accordance
with the East African Community Customs
Management Act, 2004, whether or not
any dlty of customs is payable on the
goods;

Taxablc valuc of
imponcd goods.
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(b)J

to the extent not included under
paragraph (a) _

(i)

the cost of insurance and freight
incurred in bringing the goods"to
Kenya; and

(ii)

the cost of services treated as part
of the imported goods under this
section; and

(c)

the
.amount of duty
paid on those goods.

of customs, if

any,

(2) Unless the context otherwise requires, a supply of
services that is ancillary or incidental tg ihe importation of
goods shall be treated as part of the importaiion.
Dcemcd taxablc
supply.

15. (l) An application of taxable supplies by a
registered person for use outside his business shall be a

.taxable supply made by the person.

(2) A taxable supply under subsection

(l)

shall

be

deemed to have been made by the person on the date the
supply is first used outside the business.
)

Dcbit and crcdit notc.

16. (1) Where goods are returned to the registered
person or, for good and valid ieason the regist.r"dprrron
decides for business reasons, to reduce the valui of a
supply after the issue of a tax invoice, a credit note shall be
issued for the amount of the reduction:
Provided that a credit note may be issued only within
six months after the issue of the relevant tax invoiie.

A registered person who issues a credit note under
this section shall reduce the amount of his output tax in the
tax period in which the credit note was iisued by an
amount that bears the same proportion to the tax originally
charged as the amount credited bears to the total irrount
originally charged and the amount of tax so credited shall
be specified on the credit note.
(2).

ii

ll
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(3) A registered person who receives a credit note for
the supply in respect of which'he has claimed deductible
input tax, shall reduce the amount of deductible input tax
in the month in which the credit note is received, by the
amount of tax credited.
(4) Where a registered person has issued a tax invoice

in respect of a taxable supply and subsequently makes

a

further charge in respect of that supply, or any transaction
associated with that supply, the person shall, in respect of
the further charge being made, issue a debit note, and shall
show on it the details of the tax invoice issued at the time
of the original supply.

(5)

A registered

person who receives a debit note
compliance with subsectiorl (4) may, if the
is eligible therefor'and in so far as it has not
priviousty bJen claimed, claim as deciuctible input tax
such further amount of tax that is being charged, in the
month in which the further charge was made, or in the next

issued
supply

in

subsequent month.

(6) A credit or debit note issued under this section
shall be serially numbered and shall include details of the
name, address and personal identification number of the
person to whom it is issued and sufficient details to
identify the tax invoice on which the supply was made and
the tax that was originally charged.
PART VI_DEDUCTION OF INPUT TAX

17. (l)

Subject to the provisions of this section and
the regulations, input tax on a taxable supply to, or
importaton made by, a registered person may, at the end
of the tax period in which the supply or importation
occurred, be deducted by the registered person, subject to
the excoptions provided under this section, from the tax
payable by the person on supplie$ by him in that tax
period, but only to the extent that the supply or importation
was acquired to make taxable supplies.

Crcdit for inPut tax
against outPut tax'
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(2) lf, at the time when a deduction for input tax
would otherwise be allowable under subsection (-l), the
person does not hold the documentation referred to in
subsection (3), the deduction for input tax shall not be
allowed until the first tax period in which the person holds
such documentation.

Provided that the input tax shall be.allowable for a
deduction within three months after the end of the tax
period in which the supply or importation occurred.
(3) The documentation for the purposes of subsection
(2) shall be -

(a)

an original tax invoica issued for the supply
or a certified copy;

(b) a customs entry duly certified by the prope
ofTicer and a receipt for the payment of tax;

(c)

'

a.customs receipt and a certificate signed by
the proper officer stating the amount of tax
paid, in the case of goods purchased from a
customs auction;

(d) a credit note in the case of input tax
deducted under section 16(2);or

(e)

a debit note in the case

of input tax deducted

under section l6(5).

(4) A registered person shall not deduct input tax
under this Act if the tax relates to the acquisition of(a) passenger cars or mini buses, and the
repair and maintenance thereof including
spare parts, unless the passenger cars or
mini buses are acquired by the registered
person exclusively

making

for the purpose of

a taxable supply of

that

in the ordinary course of a
continuous and regular business of
selling or dealing in - . or hiring of
automobile

passenger cars or

mini buses; or

The Value Added Tax

(b)

restaurant
entertainment,
accommodation services unless

(i)
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and

-

the services are provided in the
ordinary course of the business
carried on by the Person to
provide the services and the
'supplied to an
services are not
associate or emPloYee; or

(ii)

the services are provided while
the recipient is awaY from home
for the purposes of the business of

the recipient or the

reciPient's

employer.

Provided that no tax shall be charged on the supply
where no input tax deduction was allowed on that supply
uirder this subsection:

(5) Where the amount of input tax that may

deducted by a registered person under subsectioh (l)

be

in
tax
outpu-t
of
amount
the
period
exceeds
tax
a
respect of
due'for the period, the amount of the excess shall be
carried fsrward ps input tax deductible in the next tax
period:

Provided that any such excess shall be paid to the
registered person' by the Commissioner where the
Commissioner is satisfied that such excess arises from
making zero-rated suPPlies.

(6) Subject to this Act,

if a laxable

luPply to, or

a

taxable import by, a registered person during a tax period
relates partly to- making taxable supplies and partly for
another use, the input tax deductible by the person for
acquisitions made during the tax period shall be
determined as follows -
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(a) full deduction of all the inpur tax attributable
to taxable supplies;

(b) no deduction of any input tax which is
directly attributable to other use; and
(c) deduction of input tax attributable to both
taxable supplies and other uses calculated
according to the following formula:

xB
where

A

C,

-

is the rotal. amount of input rax payable by the
person during the tax period on acquisitioni that

relate _partly to making taxable supplies and
partly for another use;

B
C

is the value of all taxable supplies made by the
registered person during the period; and

is the v.alue of all

supplies made

by

registered person during the period in Kenya.

the

(7) lt the fraction of the formula in subsection (6) for
tax period -

a

(a) is more

than 0.90, the registered person
shall be allowed an input tix credit ior all
of the input tax comprising component A
of the formula; or

(b) is less than 0.10, the registered person

shall not be allowed any input tax credit
-component
for the-input tax comprising
A
of the formula.

Tax paid prior to
rcgistration.

18. (l) Where-

(a)

on the date.exempt supplies made by

a registered person become taxable,

and the person had incurred input tax
on such supplies; or
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(b)

on the date he is registered, a person
has incurred tax on taxable supplies
which are intended for use in making
taxable supplies,

the person may, within three months from that date, claim
relief from any tax shown to have been'incurred on such
supplies:
Provided that this subsection shall apply where such
supplies are purchased, within the period of twenty-four
*6ntt t immediately preceding registration or the exempt
suppl ies becomin g' taxable.

(2) Where the Commissioner is satisfied that

the

(3) The claim for relief from tax under subsection
shall be made in the prescribed form.

(l)

claim for relief is justified, he shall authorise the registered
person to make an appropriate deduction of the relief
flaimed under subsection (l) from the tax payable on his
next return.

PART VII . COLLECTION AND RECOVERY OF
TAX
19. (1) Tax shall be due and payable at the time of

whcntaxisduc.

supply.

(2) Notwithstanding the provision of subsection (1), a
registeied person may defer payme-nt of tax due to a date
noi luttt than the twentieth day of the month succeeding
that in which the tax became due.

20. (1) Notwithstanding the provisions of this Act,
the Commissioner may, with the prior approval of the

Cabinet Secretary, in ahy case where he is of the opinion
that there is(a) impossibility, or undue difficulty or
exPense, of recoverY of tax; or
hardshiP or

(b)

inequitY,

refrain from assessing or recovering the tax in question
and thereupon liabilifi to the tax shall be deemed to be
extinguished or the tax shall be deemed to be abandoned
or remitted, as the case maY be.

Relicf bccausc of
doubt or difficulty in
rccovcry of tax.

:
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. (2) In any case which has been referred to him and
where he conside.rs it applopriare, the Cabinet S;;;rary
may, in writing, direct the Commissioner _
(a) to take such action as the
Secretary may deem fit; or

Cabinet

(b) to obtain the directions of the court
the case.
Intcrcst for latc
paymcnt of tax.

upon

_ 21. (l) Where any amount of tax remains unpaid
after the date on which it becomes payable under r..iion
1.9, an- interest equal to two percent per month or part
thereof of the unpaid amount itrarl rorihwith be aue 'ano
payable.

(2) Any int_erest charged under subsection (l) shall, for
.
'anO
the purpose of this

Act relating to the coitection
recovery of tax, be deemed to be tax and any interest which
remains unpaid after becoming due hnd payable undir
subseetion (l) shall attract further interest .quut to two
fer
cent per mOnth or part thereof:
Provided that the interest chargeable under this
subsection shall not exceed one hundred percent of the tax
originally due.

(3) The Commissioner may, upon application by

a

person from whom any interest is due under'subsection (l)
9r (2),_grant remission of the whore or part of the interist
due, if satisfied that such remission is justified, and shall
make quarrerly reports to the cabinei Secretary on tlie
remission granted under this subsection:

Provided that where the amount of interest exceeds
one million five hundred thousand shillings, remission
shall be subject to the prior written approval irtne cabinit
Secretary.
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(4) Upon receipt of an application under subsection
(3), the Commissioner shall, where the applicant has paid
the principal tax in full, suspend the -charging of- the
interest pending the determination of the application.

(5) Where the remission under subsection (3) is not
granted or is granted in respect of only part of the interest,
the balance of the interest shall become due and payable
within ninety days of the determination,of the appliiation.

(6) If the

balance of the interest payable under
-eipiry
subsection (5) remains unpaid after the
of the
prescribed period, a surcharge at the rate of two percent
per month or part thereof,-shall forthwith be due and

payable.

(7) The Commissioner shall maintain a public rpcord
of each remission together with the reasons thereof which
shall be reported to the Auditor General on a quartirly
basis.

. 22.(l ) A person shall not be entitled to obtain delivery
of^ imported taxable goods from the control of the customs
unless the person has paid, in full, the correct amount of
tax Uue.

(2) Notwithstanding itre provisions of any other
written law, any taxable goods which are imported by air,
land or water shall be produced by the import-er to a proper
officer of customs at the customs station at or nearesf to the
-place of entry, and any importer who fails to prbduce any
such
_goods commits an offence and the goods in respect of
which the offence was co.mmitted shall be liable to
forfeiture.

Importcd Boods
subjcct to customs
contro[.
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(3) The Commissioner of Customs

(a)

-

shall collect tax payable under this Act

on imported goods at the time of
importation and shall, at that time, obtain
such information as may be prescribed in
rcspect of the importation; and

(b) may make arrangements for

such

functions to be performed on his behalf
in respect of imported goods through the
postal service.
(4) For the purposes of this section, the Commissioner

.of Customs may exercise any power conferred upon him
by the East African Community Customs Management
Act, 2004 as if the reference to import duty in that Act
includes a reference to tax payable on imported goods
under this Act.
Risk of non-peyrncnr

of

tix,
I

23. (l) Notwithstanding any other provision of
this Act, where the Commissioner has reason to believe
that any tax payable by any person is at risk of nonpayment -

(a)

due to the imminen0departure

of the person

from Kenya;

(b)

where the person, being a company, is
about to be liquidated or otherwise wound
up or to cease business; or

(c)

for any other suffrcient cause,

the Commissioner may, whether or not the due date for the
payment of that tax has reached, by notice in writing, issue
an assessment of the tax owing, requiring that person to
pay the tax within the time specified in the notice.

(2) Any person who fails to pay'tax when required to
do so under subsection (l) commits an offence.

The Value AddedTax Bill,2013

24. (l)

Where any amount of tax is due and payable
by a person, the Commissioner may, ifistead of suing for
the tax, recover it by distress, and for that purpose may, by
order under his hand, empower an.authorised officer to
levy distress on the goods and chattels of.the person from
whom the tax is recoverable and the officer may, at the
cost of that person, employ such servants or agents as he
may think necessary to assist him in the levying the
distress:

Provided that where the
payable

(a) is not

full amount of tax due and

recovered

by

distress,

the

Commissioner may recover the outstanding
amount in any other manner provided by this
Act; or

(b)

has been paid after the issue of an order
under this section and before the levying of
distress, any costs and expenses incurred by
the Commissioner before payment of the tax
shall be deemed to be a debt due and payable
to the Government by the pcrson in respect of
whom the order was issued and may be
recovered by the Commissioner as tax under
this Act.

(2) For the purpose of levying distress under this
section, the authorised officer may, in addition to
employing such servants or agents as he may consider
necessary, require a police officer to be present while
distress is being levied, and any police officer so required
shall comply with the requiremenL

(3) Any property distrained under this scction shall'bc
kept for ten days, either at the premises at which distress
was lbvied or at such other place as the authorised ofFrcer
may consider appropriate, at the cost sf the person fronr
whom the tax is recoverable:

Collcctim of

discrinr

tu

by
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Provided that where goods are of a perishable nature,
the Commissioner may direct that the goods shall be sold
forthwith, either by public auction or by private treaty, and
that the proceeds of sale shall be retained and dealt with as
if they were the goods.

If the person from whom tax is recoverable by
distress does not pay the tax together with the costs of the
distress within the period of ten days referred to in
subsection (3), the goods or chattels disffained upon shall
be sold by public auction for payment of the tax and costs
and the proceeds of the sale shall be applied first towards
the cost of taking, keeping and selling the goods and
chattels distrained upon and then towards the tax, and any
remaining proceeds shall be paid to the person from whom
the goods were distrained.
(4)

Porver to collcct tax
from person orvrng
moncy to thc

rcgistcrcd pcrson.

25. (l) Where any sum by way of tax is due and
payable by a registered person, the Commissioner may, by
notice in writing, require -

(a) any person from whom any money is due or
accruing or may become due to the
registered person;

(b) any person who holds or may subsequently
hold money for or on account of the
registered person;

(c)

any person who holds or may subsequently
hold money on account of some other person
for payment to the registered person; or

(d) any person having authority
person

from some other

to pay money to the registered

person,

to pay to the Commissioner that money or such sum as is
sufficient to pay the tax that is due and payable.

29t
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(2) Where a person required. under subsection (l) to
pay money to the Commissioner claims to be or to have
become unable to do so by reason of lack of moneys held
by, or due from him, he shall within seven working days
notify the Commissioner accordingly, in writing, stating
the reasons for his inibility to do so.

(3) Unless the Commissioner is satisfied with the
reasons given under subsection (2)

-

(a) sufficient

moneys for the payment of the tax
specified in the notice shall be presumed to
be held by such person for, or due from him
to, the registered person in respect of whom
the notice is given under subsection (l); and

(b) in any proceedings for the collection or
recovery of that tax, such person shall be
gtopped

from asserting the lack of

those

moneys.

(4) The Commissioner may, by notice in writing, at
any time require any person to furnish him wit[in a
reasonable time, not being less than thirty days from the
date of service of the notice, with a return showing any
moneys which may be held by that person for, or due by
him to, the registered person from whom tax is due.

(5) All payments made in accordance with a notice
under this section shall be deemed to be made on behalf of
the registered person and of all other persons concerned,
and shall constitute a good and sufficient discharge of the
liability of such person to the registered person, or any
other person.

(6) Any person who, without lawful authority or
excuse

(a) fails to comply with the requirement of any
notice given to him under subsection
(4); or

(b)

(l)

or

discharges any liability to a registered person
in disregard ofsuch notice,
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commits ari offence and is liable on conviction to a fine
not exceeding one hundred thousand shillings, or to
imprisonment for a term not exceeding six moriths, or to
both, and shall also be personally liable to pay to the
Commissioner the amount of any liibility so dischirged.
hcscrvation or runds'

*rr31; [1l.rYH;

(a)

tJ;rs"]mi

ssioner has reasonable

"
has made taxable supplies on which tax has
not been charged; or

(b) has collected tax which has not been
accounted for; and

(c)
r
i

is likely to frustrate the recovery of tax if

on the

information
Commissioner's
suspicion under .this subsection, is disclosed
to him,

the Commissioner may make an ex-parte application to the
.High Court, in this section referred to as .ethe Court", and
th9 Court may issue an order to any person or institution
holding fu1$s beloriging to the pLrion, prohibiting the
transfer, withdrawal or disposal of, pr any other dea-lings
involving such funds.

(2) An order under subsection

(l)

shall be valid for

thirty days and may be exterded by the Court
application by the CommiSsioner.

on

(3) A person whose funds are the subject of an order
under this section may, within fifteen daysbf being served
with the order, Bpply to the Court to disiharge or iary the
order or dismiss the application under subsection (2). '

.

(4) Where the Court has issued an order under this
section, the Commissioner shall, within thirty days of the
order, determine the tax due and payable, issle a notice of
assessment to that person and commence recovery of such
tax in accordance with the provisions of this Act.

(5) Upon issuance of a notice of assessment under
subsection (4), the order shall automaticaily expire unless
extended.
the Cgurt upon applicition
the
Cbmmissioner under subsection (2).

by

by
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(6) A person served with an order under this section
who, in any way, interferes with thg funds to which the
order relates commits an offence.

i

A person who preserves

funds or any account
pursuant to a Court order issued under this section, shall
for all purposes, be deemed to have acted within thc
authority thereof and such person and all other persons
concerned shall be indemnified in respect of the actions
taken in connection therewith, against all proceedings,
civil or criminal and all pr@ess, judicial or extrajudicial,
notwithstanding any provisions to the contrary in any
written law, contract or agreement.

(7)

27. (l)

Where a person being the owner of land or
buildings on land situated in Kenya fails to Pay a tax due
and payable under this Act, the Commissioner may by
notice in writing inform that person of his intention to
apply to the Chief Land Registrar for the land or buildings
to be the subject of security for tax of an amount specified
inthe notice.

lt a person on whom a notice has been served
this
section fails to pay the whole of the amount
under
specified in the notice within thirty days of the date of
sirvice of the notice, the Cornmissioner may, ry notiee in
writing, direct the Chief Land Registrar that the land and
buildings, to the extent of the interest therein, be the
subject of security for the fax of a specified arnount and
(2)

the Registrar shall, without fee, register the direction as if
it were an instrument of mortgage overr or charge on, as
the case may be, the land and buildings and thereupon, that
registration shall, subject to any prior mortgage or a
charge, operate while it subsists in all respects as a legal
mortgage over or charge on the land or buildings to secure
the amount of the tax.

(3) The Commissioner shall, upon the paym€nt of the
whole of the amount of tax secured under subseetion (2),
by notice in writing to the Chicf l*and Registrar, cancel the
direction made under that subrcction and the Registrar
shall, without fee, record the cancellation thgreupon and
the direction shall cease to subsist.

Sccurity on ProPGrtY
for unpeid trx.
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raxpaveblctothc 28 (1) Any tax payable under this Act shall be paid
commissioncr'
to the commissioner.

(2) Any person who fails to pay tax due from him on

or before the ilay upon which ia ii payable commits

an

offence.

(3) The amount of any tax payable under this Act shall

not be abated by reason only of the conviction of the
person liable for the payment theieof for an offence under
subsection (2).
Tax to bc rccovercd
as civil dcbt.

29. Without prejudice to any other remedy, any tax
due and payable under this Act may be recovered by the
Commissioner as a civil debt due to the Government, and,
where the amount of the tax does not exceed one hundred
thousand shillings, the debt shall be recoverablg
summarily.
PART VIII-REFUND OF TAX

Refund of tax paid in

cror.

30. Where, in respect of any supply, tax has been
paid in error, the Commissioner stiall, eicept as otherwise
provided by the regdlations, refund such tax:
Provided that no refund shall be made under this
section unless a claim in respect thereof is lodged within
three months from the date the tax became due and
payable under section 19.

Rcfund of tax on bad

dcbs.

31. (l) Where a registered'person has made a supply
and has accounted for and paid tax on that supply but has
not received any payment from the person liable to pay the
tax, he may, after a period of three years from the date of

that supply or where that person has become legally
insolvent, apply to the Commissioner for a refund of tnb
tax involved and subject to the regulations, the
Commissioner may refund the tax:

l
I

I
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Provided that no application for a refund shall be
made under this section ifter ttre expiry of five years from
the date of the suPPlY.

(2) Where the tax refunded under subsection (l) is
subsequently recovered from the recip.ient of the supply'
rlgiste?ed person shall refund' the tax to the
it
"
Commiisioner within thirty days of the date of the
recovery.

(3) tf payment is not made within the time specified
under'subs.ftion (2), an interest of two per cent per.month
; p;ri ihereof of tire tax refunded shall forthwith be due
and payable:

Provided that the interest payable shall not exceed one
hundred per cent of the refunded amount'

32.(l) Where any tax has been refunded in error' the
Derson io'whom the refund has been erroneously made
'rhull, on demand by the Commissioner, pay the amount
erroneously refunded.

(2) Where a demand has been made for any amountof
tax under subseqtion (l), that amount shall be deemed to be
due from the person liable to, pay the tax on the date upon
*t,ict the Cemand is served upon him and if payment is not
,uO" *itfrin thirty days of the date of service^, an,interest of
two percent per month or part. thereof of such unpaid
amount shall forthwith be due and payable:

Provided that the interest chargeable under this
tax
subsection shall not exceed one hundred percent of the
originally due.

(3) The Commissioner may' upon.application by a
(2),
p.rron from *hom any interest ii due under subsection
if
due'
interest
grant remlsston of the whole or part of the
sh_all
Iatisfied that such remission is lustified, and
-make
quarterly reports to the Cabinit Secretary of all the
remissions gianted under this subsection:

Erroncous rcfund of
tax

The Value Added Tar Bill, 201 3

Provided that where the amount of interest exceeds
one million five hundred thousand shillings, remission
shall be subject to the prior written approval of the Cabinet
Secretary.

(4) Upon receipt of an application under subsection
(3), the Commissioner shall, where the applicant has paid
the principal tax in full, suspend the charging of the interest
pending the determination of the application.

(5) Where remission under

subsection (3) is not
granted, or is granted in respect of only part of the interest,
the balance of the interest shall become due and payable
within ninety days of the determination of the application.

(6) Where the balance of the interest payable under
subsection (5) remains unpaid after the expiry of the
specified period, a surcharge at the rate of two percent per
month or part thereof shall forthwith be due and payable,
33.
person wh9 fraudulently makes a claim for a
^ of^Any
refund
tax shall be liable to pay a penalty of an amount
equal to two tintes the amount of the claim.

L,i;.,'il.,?1,::r:"r.

PART IX_REGISTRATION AND
DEREGISTRATION
Application for
rcgistration.

34.

(I

)

A person who in the course of a business -

(a) has made taxable supplies or expects to
make taxable supplies, the value of which
is five million shillings or more in any
period of twelve inonths; or

(b)

is about to commence making taxable
supplies the value of which is reasonably
expected to exceed five million shillings in
any period of twelve months,

shall be liable for registration under this Act and shall,
,within thirty days of becoming so liable, apply to the
Commissioner for registration in the prescribedlbrm.

The Value Added

(2) In determining whether a
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person exce€ds the

registration threshold for a period, the value
following taxable supplies shall be excluded-

(a)

291

of

the

a taxable supply of a capital asset of the
person; and

(b) a taxable supply made solely as

a

consequence of the person selling the
whole or a part of the person's business or
permanently ceasing to carry on the
person's business.

I

(3) Notwithstanding subsection (l), a person who

I
I

i

makes or intends to make taxable supplies may apply, in
the prescribed form, to the Commissioner for voluntary
registration.

I
I

I

(4) The Commissioner shall register a person who
for voluntary registration under subsection (3)

I

has applieC

i,

if

I

satisfied that -

(a)

I
t

the person is making, or shall make
taxable supplies;

(b)

I

the person has a fixed place from
which the person's business is
conducted;

t

(c)

if the person has commenced carrying
on a business, the person-

(i)

has kept proper records of its
business; and

(ii) has complied with
obligations under

its
other

revenue laws; and

(d)

i

there are reasonable grounds to believe
that the person shall keep proper
records and file regular and reliable
tax returns.
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(5) The Commissioner shall issue a registered person
with a tax registration certificate in the prescribed form.

(6) If the Commissioner is satisfied that a

person

eligible to apply for registration has not done so within the
time limit specified in subsection (l), the Commissioner
shall register the person.

(7) The registration of a person under subsection (l)
or (6) shall take effect from the beginning of the first tax
period after the person is required to apply for registration,
or such later period as may be specified in the person's tax
regi stration certificate.

(8) The registration of a person under subsection (4)
shall take effect from the date specified in the person's tax
;

regi strati on certifi cate.

i

(9) The Cabinet Secretary may, in

regulations,
provide for the registration of a group of companies as
one registered person for the purposes of the Act.
Rcgistcrcd pcrson to
display ccrtificatp.

35.(l) A

registered person shall display

conspicuous place

in

-

(a) the tax registration certificate at the
principal place at which the person
carries on business; and

(b) a copy of the certificate

at every other
place at which the person carries on
business.

(2) A

registered person

shall notify

the

Commissioner, in writing, of any change in the name
(including the business name), address, place of business,
or nature of the business of the person within twenty-one
days of the change.

I

l

I

a

I
I

I
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registered person who ceases to make
taxable supplies shall apply ' in writing to t!'
Commissioner, for the cancellation of the person's
registration, within seven days of the date on which the
person ceases to make taxable supplies.

36. (l) A

registered person who continues to make
taxable suppliei whose lnnual value does not exceed the
registration threshold may apply in writing to th-e

(2) A

CJmmissioner,

for

cancellation

of the

person's

registration.

(3) The Commissioner shall, by notice in writing,

cancel the registration of a person if

(a)

-

the person has applied for

cancellation
Commissioner
the
and
undei
is satisfied that the person has ceased to
make taxable suPPlies; or
subsectiort (l)

(b) the person has not applied for cancellation
but ihe Commissioner is satisfied that the
person has ceased to make taxable supplies

ind is not otherwise

required

to

be

registered'

(4) Where a person applies for cancellation of

registration under subsLction (2) and the Commissioner is
salisfied that the person is not required to be registered -

(a) the Commissioner shall, if the person has
been registered for a period of more than
twelve months, by notice in writing, cancel
the registration; or
(b) the Commissioner may, if the person has
been registered for a period of twelve
months or less, by notice in writing, cancel
the registration.

Canccllation of
rcgistration.
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(5) The Cornmissioner may, by notice in writing,
cancel the rcgistration of a person who is no longer
required to be registered, if the commissioner is satisfled
that the person has not-

(a)

kept proper tax records;

(b)

furnished regular and reliable returns; or

(c)

complied with obligations under other
revenue laws, and there are reasonable
grounds to believe that the person will not
keep proper records or furnish regular and
reliable returns.

(6) The cancellation of a person's registration shall
take effect from the date specified in the notice of

cancellation.

(7).Where a person's registration is cancelled under
this section, the person shall-

(a)

immediately cease to hold out that the
person is a registered person, including
on any documentation used by the
person;

tUl

submit a final return and pay all tax due,
including the tax due under subsection
(9),within fifteen days after the date of
cancellation of the person,s registration.

i

i

(8) Notwithstanding the cancellation of registration of
a person under this section, the person shall be liable for
any act done or omitted to be done while registered.
(9) A person whose registration is cancelled shall be
deemed to tlave made a taxable supply of any trading stock
ron hand at the time the registration is cincelled if the
.person was allowed an input tax credit for the acquisition
'or import of the stock, or in respect of the acquisition
or
import of goods that have been subsumed into that stock.
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(10) The taxable supply under subsection (l) shall be
deemed to have been made by the person'immediately
before the person's registration is cancelled and the person
shall be liable for an amount of output tax in respect of the
supply equal to the amount of the input tax credit allowed
to the person on acquisition or import of the stock.

37. A person

(a)

who

-

Offcnccs relating to
registration.

fails to apply for registration as required
under this Act;

(b)

applies for cancellation of registration
when still required to be registered;

(c) fails to apply for

cancellation of

registration as required under this Act; or

(d)

fai{s to comply with section 35 or 36(7Xa),

commits an offence and shall be liable on conviction to a
fine not exceeding two hundred thousand shillings or to
imprisonment for a term not exceeding two years, or to
both.

PART X-APPLICATION OF INFORMATION
TECHNOLOGY

38. (l) Subject to subsection (2), and in accordance
with- the regulations, the following tax formalities and
procedures shall be carried out by use of information
technology-

(a)

an application

(b) a

for registration;

or

statement required
furnished under this Act;

return

to

be

(c)

any payment or repayment;

(d)

any notice or other document required to
be issued by the Commissioner; or

Application
information
tcchr,ology.

of
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(e)
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1 .1

any act or thing which requires to be done
under this Act.

(2) 1'he Cornmissioncr may cxempt-

(a)

any person or class of persons from
carrying out tax formalities and
procedure; or

(b)

procedures or formalities
carried out

from

being

by use of information technology.
Elcctronic rcturns and
notices.

39.( l)'l'he Comrnissioner may establish and operatc a
procedure for electronic filing of tax retunls or othcr
documents by registered persons and el'ectronic servicc ol'
notices and other documents by the Commissioner and, lbr
this purpose, the Commissioner may provicle writtclr
conditions for -

(a) the registration ol' persons to participatc in the
electronic notice system ;

(b) the issuing

and cancellatiolr of authenticarion
codes to registered users;

(c)

the tax returns and other ckrcurncnts that rnay
be transmitted through the electronic rroticc
system, including the forrn and rnaltner in
which they are to be transrnittecl;

(d)

the correction ol- errors in or alne ndrnents to
electronic returns <lr other clocurnents:

(e) the use of the electrorric notice system,
including the procedure applicable if there is
breakdown or interruption ilr the system:

a

e
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the use, in any electronic transmission, of
symbols, codes, abbreviations or other
notations

to

represent

any particulars

or

information required under a tax law; and

(g)

any other matters for the better provision of
the electronic notice system.

(2) A registered user may, in accordance with the
conditions set by the Commissioner under subsection (l),
file a tax return or other document to the computer
account of the Commissioner.
(3) 'l'he Commissioner may, in accordance with the
conditions set under subsection ( l), serve a notice or other
document to the computer account of a registered user.
(4)
If a tax return or other document of a
registered user has been transmitted to the computer
account of ihe Commissioner using the authentication
cocle assignecl to the registered user (a)

either with or without the authority of
the registered user; and

(b)

before the registered user has applied
to the Commissioner for cancellation
of the authentication code,

thc return or other docurnent shall, tor the purposes of
tlris Act, be presumed to have been filed by the registered
user unlcss the registered user proves the contrary.

(5) For the purposes of this Act, an electronic tax
retunl, notice, or other doculnent, or a copy thereof, shall
not be ruled inadrnissible in evidence merely on the basis
that it was filed or served without the filing or delivery of
any ecluivalent docurnent or counterpart in paper form.
((r) The contents of any electronic tax return, notice
or other clocumcnt aclrnissible under subsection (5) shall,
rrrrlcss the contrary is proved, be deemed to have been
irccurately trunsrnitted.

l
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(7) A person furnishing an electronic tax return or
other document on behalf of another person shall not
divulge or disclose the contents of the return or
document, or a copy thereof to any other person, without
the prior written consent of the Commissioner.

(8) A person who contravenes any of the provisions
of this section commits an offence.
Unauthorizcd acccss
to or improper use of
tax conrputcrizcd
systcm.

40. (l) A

(a)

person who

-

knowingly and without lawful authority, by
any means, gains access to or attempts to
gain access to any tax computerised
system;

(b) having lawful access to any

tax

computerized system, knowingly uses or
discloses information obtained from such
system for a purpose that is not authorised;
or

(c)

knowing that he is not authorized to do so,
receives information obtained from any tax
computerlzed system, and uses, discloses,
publishes, or otherwise disseminates such
information,

commits an offence.

(2) A person convicted of an offence under subsection

(l) shall be liable-

(a) in the case of an individual,

to
imprisonment for a term not exceeding two
years,, or to a fine not exceeding four
hundred thousand shillings, or to both; or

(b)

in the case of a body corporate, to a fine not
exceeding one million shillings.
I

I
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41. (l)Apersonwhoknowinsly-

(a)

::l;f:HfiX[,:i,,

falsifies any record or information stored in
any tax comPuterised sYstem;

(b)

damages or impairs any
system; or

(c)

damages

tax

computerised

or impairs any duplicate tape or disc
or other medium on which any information
obtained from a tax computerised system is
held or stored otherwise than with the
permission of the Commissioner,

commits an offence.

(2) A person convicted of an offence under subsection
(l) shall be liable, to imprisonment for a term not
exceeding three years, or to a fine not exceeding eight
hundred thciusand shillings, or to both.

PART XI_INVOICES, RECORDS, RETURNS AND
ASSESSMENTS
Subject to subsection (2), a registered person
who makes a taxable supply shall, at the time of the supply
furnish the purchaser with the tax invoice containing the
prescribed details for the supply.

42.

(l)

(2) No invoice showing an amount which purports to
be tax shall be issued on any supply-

(a) which is not a taxable supply; or

(b) by a person who is not registered.

(3) Any person who issues an invoice in contravention

of this subsection commits an offence and any tax shown
thereon shall become due and payable to the Commissioner
within seven days of the date of the invoice.

I

raxinvoicc.

'l'ha Vulue ALldcd

306

'litr llill.

20 I -]

(4) A registered person shall issue only one original
tax invoice for a taxable supply. or one original credit note
or debit note, but a copy clearly marked as such may be
provided to a registered person who claims to have lost the
original.
Kccprng of nccords

43.(l) Every registered person shall, for the purposes
of this Act, keep in the course of his business, a full and true
written record, whether in electronic form or otherwise, in
English or Kiswahili of every transaction he makes and the
record shall be kept in Kenya for a period of five years from
the date of the last entry made therein.
(2) The records to be kept under subsection

(l)

shall

rnclude -

(a)

copies of all tax invoices and simplified tax
invoices issued in serial number order;

(b)

copies of all credit and debit notes issued, in
chronological order;

(c)

of customs entries,
payment
receips for the
of customs duty or
tax, and credit and debit notes received, to be
filed chronologically either by date of receipt
or under each supplier's name;

(d)

details of the amounts of tax charged on each
supply made or received and in relation to all
services to which section l0 applies,
sufficient written evidence to identify the
supplier and the recipient, and to show the
nature and quantity of services supplied, the
time of supply, the place of supply, the
consideration for the supply, and the extent
to which the supply has been used by the
recipient for a particular purpose;

purchase invoices, copies
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tax account showing the totals of the output
tax and the input tax in each period and a net
total of the tax payable or the excess tax
carried forward, as the case may be, at the end
of each period;

(f,) copies of st<rck records kept pcri<ldically as
thc Comrnissioncr lnay determinc;

(g)

dctails o[ cach supply of' gotils attcl scrviccs
l'r<lm lhc busincss grretnises. unlcss such
details are available at thc titnc ol' supply on
invoiccs issued at. or bclirrc, thitt tirnc; attd

(h)

sttch othcr ilccotltlts or recr>rcls its Inily bc
sllccil'iccl, in writirrg. by thc (,otntttissltlncr.

(3) t:vcry l)crson rctluirctl tttttlcr sttbscctiott( l,1 to kecp
rcc<lrls shall. al itll rcitsoltttblc tilncs. avail thc iccorcls to ttn
authoriscd ol'l'iccr {irr irtspectiort itltcl shall sir'c thc ol'l'icer
cvcry facility ncccssary to inspcct thc rccords.
(4) t:rlr the purposes of this scctiott. tlte Cottrtttissiolter
rnay. in accordattce with the rcgtrlations. rctlttire itll)' [)crson
to r.rsc art elcclronic tax rcgistcr. ttl'strch t.l'lle alltl clcscriptitln
ils rnay bc prcscribccl. l'or the pttrPose ol'ttcccssittg
iulirrnratiolt rcgarcling ally tnattcr tlr transttctiott rr hich tnal'
all'ect thc tax liability ol'the pr'r'sort.
(6) A pcrsoll lvlto colltrilvelles att! ol'thc llr0visions o[
this section conrnrits art ofl'cltce.
41.( l) Ever)' rcgisterccl J)crsotl sltall strtrrtlit a rctttrtt.
in the prescribecl f'ornt alttl lllallne[. ilt rc'spcct of cach tax
period not later tltan thc'lwetttieth clity itl'tcr thc cnd ol'that
period.

(2) A registcrccl pcrsoll tllit). in writing. applr to tht'
Comrnissiorter I'or att exteltsitltt tll'tilttc lo sttbttrit a returll.
(3) An applicatiort urtdcr subscction (2) shall be' rnade
before the due date lirr subtnissiort o[ thc return.

suhr,r-sr., (,r rcr.n)\
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(4) The Commissioner may, upon satisfaction tha
there is reasonable cause, grant an application under
subsection (2) and shall serve notice of the decision on tht
applicant.

(5) A person who fails to submit a return as required
under this section shall pe liable to a penalty of ten
thousand shillings or five percent of the amount of tax
payable under the return, whichever is higher.
Asscssmcnt or

tax'

45. ( I ) For the purposes of this Act, a registered person
who has submitted a return shall be treated as having made
an assessment of the amount of tax payable for the tax
period to which the return relates, being the amount set out
in the return.

(2)

lf

a registered person fails to -

(a) submit a return;
(b) keep proper

books

of

accounts, records or

documents; or

(c)

apply for registration as a registered person,

as required under this Act, the Commissioner may, based
on such evidence as may be available, make an assessment
of the tax payable (including interest and any penalty
where applicable) by the registgred person.

(3) An assessment under subsection (2) shall not alter
the due date for the payment of the tax as determined under
the Act.

(4) The Commissioner shall cause a notice of

the

assessment under subsection (2\ to be served on the person
assessed, and the notice shall state the amount of tax payable
and shall inform the person assessed of his rights under this
Act.
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(5) Subject to subsection (6), an assessment made under
subsection (2) shall not be made after five years immediately
following the last date of the tax period in which the liability
to pay tax arose.
(6) The time limit under subsection (5) shall not apply
in the case of gross or wilful neglect, evasion or fraud.

46.(l) Subject to this section, the Commissioner may
amend an assessment by making such alterations or
additions to the assessment as he considers necessary to
ensure that a registered person is liable for the correct
amount of tax in respect of the tax period to which the
assessment relates and shall serve notice of the amendment
on the registered person.

registered person who has made a selfpursuant
to sectibn 45 may apply to the
assessment
Commissbner, within the period specified in subsection
(4Xb), to make an amendment to the assessment.

(2) A

(3) If an application has been made under subsection
(2), the Commissioner may

-

(a) amend the self-assessment; or

(b) refuse the application,
and the Commissioner shall serve the registered person
with a notice of the decision on the application within
thirty days of the receipt of application.

(4) The
subsection

(l)

amendment

may be made

of an

assessment under

-

(a) in the case of gross or wilful neglect, evasion
or fraud by or on behalf of the registered
person, at any time; or

I

Amcndmcnt
asscssmcnt.

of
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(b) in any other case, within five years of-

(i) a self-assessment, the date that the
registered person submitted the return;
or

(ii) any other assessment, the date the
Commissioner served notice of the
ASSCSSMENT,

and the Commissioner shall serve the registered
person with a notice of an amended assessment
within thirty days.

(5) Subject to subsection (6), if an assessment has
been amended under subsection (l), the Commissioner
may further amend the original assessment within the later

of-

(a) five years after the Commissioner served
notice of the original assessment on the

registered person or, in the case of a self
assessment, five years after the registered
person submitted the return treated as the
original assessment; or

(b) one year after the Commissioner served
of the amended assessment
registered person.
notice

on

the

(6) In any case to which subsection (5Xb) applies, the
Commissioner shall be limited to amending the alterations
or additions made in the dmended assessment to the
original assessment
(7) In this Part, "assessment" includes a self
assessment under section 45.
PART XII-ENFORCEMENT
Lolnnussioncr may
rcquirc sccurity.

47.

(l)

The Commissioner may, in order to

of any tax, or other sum
payable under this Act, require the person concerned to
furnish security thereof in such manner as may be
prescribed and for such amount as the Commissioner
considers reasonable having regard to the circumstances.
secure the payment by any person

I

1
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(2) Any person who, without reasonable excuse, fails
to comply with a requirement of the Commissioner under
this section within such reasonable time as the
Commissioner may allow commits an offence.
48. (l) For the purposes of obtaining full information,
whether on a data storage devise or otherwise, in respect of
the tax liability of any person or class of persons, or ior any
other purposes, the Commissioner or an authorised officer
\
may require any person, by notice in writing, to-

(a)

produce for examination, at such time and
place as may be specified in the notice, any
records, books of account, statements of assets
and liabilitieS or other documents'that are.in
the person's custody or under the person,s
control relating' .to the tax liability of any
person;

(b)

firrnish such information relating to the tax
liability of any person in the manner specified
in the notice;

(c)

attend, at such time and place as may be
specified in the notice, fof the purpose of
giving evidence in respect of any matter or
transaction appearing to be relevant to tax
liability of any pgrson:

Provided that where the person required to produce
any records, books of account, statements of assets and
liabilities or other documents for examination under this
section is a bank or financial institution -

(i)

the records, books of account, statements of
assets and liabilities or other documents shall
not, in the course of the examination, be
removed from the premises of the bank or
financial institution or other premises at which
they are produced;

hoductionorrccord

I
I

I
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(ii)

the Commissioner or an authorised officer
carrying out the examination may make copies
of such records, books of account, statements of
assets and liabilities or other documents for

purposes

of

any 'report relating

to

the

examination; and

(iii)

all information obtained in the colrse of

the
examination shall be treated as confidential and
shall be used solely for the purposes of the Act.

(2) A person who, without reasonable excuse, fails to
comply with any requirement made under subsection (l)
commits an offence and shall be liable, on conviction, to a
fine not exceeding one hundred thousand shillings, or to
imprisonment for a term not exceeding three years, or to
both.

(3) The

Commissioner

may require that the
(l) be-

information or evidenee referred to in subsection

(a)

given on oath, verbally or in writing, and,

for that purpose, the Commissioner may
administer the oath; or

(b)

verified by statutory declaration or in
any other manner.

(4),This section shall have effect notwithstanding-

(a)

any law rclating to privilege or the pubtic

intercst with respect to the giving of
information or the production of any

accounts, documents,

or

records

(including in electronic format); or

(b)

any contractual duty of confidentiality.
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49. (l)The CommisSiOner or sn authorised OffiCer Powcrofinspcction
ctc'
may, at ail reasonable times enter, without wartant, &Dy'
premises upon which any person carries,on business' or in
which he his reasonable grounds to believe that a person is
carrying on business, in order to ascertain whether this Act
is Uiinf complied with, whether on the part of the occupier
of the premises or any other person, and on entry he may

-

(a) require the production of, and may examine,
make and tike copies of, any record, book,
account or other document, whether on a data
storage device or otherwise, kept on the
pftmises;

(b) take possession of and remove any record,
book, account or other document, whether on
a data storage device or otherwise (including
the data), which he has reasonable grounds to
suspect to be, or to contain, evidence of the
commission of any offence under this Act;

(c) require the occupier of the premises or.any
questions
Person employed therein to answer
or other
account
ielating to any record, book,
documint, whether on a data storage device
or otherwise, or to any entry therein, and to
render such explanation and give any

information relating to the business
concerned that the authorised officer may
require for the exercise of his functions under
this Act;

container, envelope ot
other receptacle in the establishment to be

(d) require any safe,
opened;

(e)
-

at the risk and expense of the occupier of the
premises, oPen and examine any package

iound therein;

I
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(f) take and retain without payment such
reasonable samples of any goods as he may
his
functions under this Act.

think necessary for the exercise of

(2) Where an authorised officer enters any premises in
exercise of the powers conferred by subsection (l), he may
take with him such persons as'he considers necessary for
the carrying out of his functions under this Act
(3) An authorised officer shall not been titled to enter
or remain on any premises or place if, upon request by the
owner or lawful occupier, the officer is unable to produce
the Commissioner's written authorisation permitting the
officer to exercise the powers conferred by subsection ( I ).

(4) The owner or lawful occupier of the premises to
which an exercise of power under subsection (l) relates
shall provide all reasonable facilities and assistance to the
Commissioner or authorised officer in the exercise of the
power.

(5) A person whose accounts, documents, or records
have been seized under subsection (l) may examine them
and make copies, at the person's expense, during office
hours.

(6) A person whose data storage device has been
seized under subsection (l) may ha've access to the device
during office hours on such terms and conditions as the
Commissioner or authorized officer may specify.
(7) The Commissioner or authorised officer shall sign
accouilts, documents, records or data storage
devices removed and retained under this section and return
them to the owner within fourteen days of the conclusion
of the examination to which they relate and all related

for all

proceedings:

The Value Added Tax
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Provided that the Commissioner shall not retain the
accounts, documents, records or data storage devices for a

six months unless the accounts,
Cocuments, records or data storage devices are required for
:he purposes of any proceedings undei this Act or any

period longer than
:ther written law.

(8) This section shall have effect despite-

(a) any law relating to privilege or the public
interest with respect to access to
premises, or the production of 4ny
property, accounts, documents, or records
(including in electronic format); or

(b)

any contractual duty of confidentiality.

(9) Any person who -

(a)

resists, hinders

(b)

fails to comply fully with

(c)

makes any statement in response to
any'such requirement; knowing it to
be false or incomplete in any
material particular, or not having
reason to believe that it is true or
complete in,all material respects; or

(d)

procures or attempts to procure, by
any means, any other person to act
as aforesaid,

or obstructs, or
attempts to resist, hinder or obstruct,
an authorised ofTicer acting under
this section, or fails to comply with
subsection (4); or

any
requirement made under this section;
or

3r5
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commits an offence.

(10) The Commissioner shall allow the registered
person or his authorised representative access to
documents or equipment during the audit or examination
and the Commissioner shall return the documents or
equipment after completing such audit or examination.

PART XIII-OBJECTIONS
Objectionq

50. (l) A person

who disputes an assessment made
by the Commissioner under section 45or 46 may, by notice
in writing to the Commissioner, object to the assessment.
(2) A notice given under subsection
valid notice of objection unless -

(l) shall not be a

(a) it states precisely the grounds of
objection to the assessment; and

(b) it is received by the Commissioner within
thirty days after the date of service of the
notice of assessment:
Provided that if the Commissioner is satisfied that
owing to absence from Kenya, sickness or other reasonable
cause, the person objecting to the assessment was
prevented from giving the notice withir that period and
there has been no unreasonable delay on his part, the
Commissioner may, upon application by the person
objecting, admit the notice after the expiry of that period
and the admitted notice shall be a valid notice of objection.

(3) Where notice of an objection has been rcceived
under this sectibn, the Commissioner shall, within thirty
days-
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(a) amend the assessrncnt
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in accordance with the

objection;

(b) amend the assessment in the light of the
objection according to the best of his judgrnent;
or

(c) refuse to amend the assessment.

(4) Where the Commissioner, in

respect

of

an

objection under this sEction, either-

(a) agrees to amend the

assessment in

accordance with the objection; or

(b)

proposes

to amend the

assessment

light of the objectibn and the

in the
person

objecting agrees with the Commissioner on
the proposed amendment"

the assessment shall be amended accordingly and the
Commissioner shall, within fifteen days, cAuse a notice
sefiing out the amendment and the arnount of tax payable
to be served on that person.

(5) Where the Commissioner, upon consideration of
an objection under this section

-

(a) proposes to amend. the assessment in the
light of the objection and the person
objecting does not agree with the
Commissioner as to the proposed
amendment,

the

assessment

shall

be

amended as proposed by the Commissioner

who shall, within fifteen days, cause

a

notice setting out the amendment and the
amount of the tax payable to be served on
that person; or
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(b) refuses to amend the assessrnent, he shall.
within fifteen days, cause a notice
confirming the assessment to be served on
that person.

(6) A person's objection to an amended assesstnent
under this section shall be limited to the alterations ,r

additions made in it.

(7) Where the Commissioner fails to communiczrte the
decision on a person's objection within sixry days of the
receipt of the objection, the commissioner srritt u6 deemed
to have agreed to amend the assessment in accordance with
the objection.

PART XV_FORFEITURE AND SEIZURE
I)orvcrroscizcg.ods.

51. (l)

Any taxable supplies found to have been solcl

by a registered person without payment of tax shail

liable to forfeiture:

be

Provided that the Commissioner may permit the goods
liable to forfeiture to be delivered to the perron makin'g the
claim after the tax due on the goods is paid.

(2) The Commissioner may seize any goods liable to
forfeiture if he has reasonable grounds to bilieve that the
tax due and payabre in respect of the suppry .r importation
of the goods has not been, or is likely noi be, paid.
(3) Goods seized under subsection (2) shail be stored in
a place approved by the Commissioner.

(4) Immediately after the seizure of the goods,

a

written statement shall be obtained from the owner of the
goods or the person who has custody or control stating the
quantity and quality of the goods.

(5) Where goods have been seized under s.ubsection
(2), the Commissioner shall, within ten days after the

seizure, serve on the owner of flre goods or the person who
had custody or control of the goods immediaiery before
seizure, a notice in writing-
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identifying the goods;

(b) stating that the goods have been seized under
this section and the reason for seizure; and

(c)

setting out the terms for the release or disposal
of the goods.

(6) The Commissioner shall not be required to serve a
notico under subsection (5) if, after making reasonable
enquiries, the Commissioner does not have sufficient
information to identify the person on whom the notice
should be served.

(7) Where subsection (6) applies, the Commissioner
may serve a notice under subsection (5) on a person
claiming the goods:
Provided a notice under this subsection shall only be
given in favour of a person where that person has given
sufficient information to enable the notice to be served.

(8) The Commissioner may authorise any goods
seized under subsection (2) to be delivered to the person
on whom a notice under subsection (5) has been served
where that person has paid, or has given security for the
payment of, the tax due and payable or that will become
,
due and payable in respect of the goods.

(9) Where subsection (8) does not ap.ply, the
Commissioner shall detain the goods seized under
subsection

(l)

-

(a) in the c4se of perishable goods, for a period
that the Commissioner considers reasonable
having regard to the condition of the goods; or

\

3r9
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(b) in any other

(i)

case -

twenty days after the seizure

of

the

goods; or

(ii)

twenty days after the due date for
payment of the tax,

whichever is earlier.

(10) Where the detention period under subsection (9)
has expired, the Commissioner may sell the goods in the
manner specified in section 24(4) and apply the proceeds
of sale as set out in that section.

PART XV-SETTLEMENT OF CASES AND
RULINGS BY THE COMMISSIONER
Porvcr of thc
Commissioncr to
compound offcnces
by agrccment.

(l) The Commissioner may, where he is
52.
satisfied that a person has committed an offence under this
Act in respect of which a penalty of a fine is provided, or in
respect of which anything is liable to forfeiture, compound
the offence and may order that person to pay such sum of
money, not exceeding the amount of the fine to which he
would have been liable' if he had been prosecuted and
convicted for the offence, as he may think fit and he may
order anything liable to forfeiture in connection therewith
to be condemned:
Provided that the Commissioner shall not exercise his
powers under this section unless the person admits in
writing that he has committed the offence and requests the
Commissioner to deal with the offence under this section.

(2) For the

purposes

of

subsection

(l),

the

Commissioner shall constitute a committee of not less than
three officers to consider applications for compounding of
offences.
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(3) The order referred to in subsection ( l) shall-

(a)

be in writing under the hand of the
and the offender, and

Comrnissionef

witnessed by an officer;

(b) specify the name of the offender, the offence
committed, the sum of money ordered by the
Commissioner to be paid, and the date or
dates on which payment is to be made;

(c)

have a copy of the written admission referred
to in subsection (2) attached;

(d)

be served on the offender;

(e)

be

(f)

final and not be subject to appeal; and

on production in any court. be treated as proof

of the conviction of the offender for the
offence specified,

arid may be enforced in the same manner as a decree of a
court for the payment of the amount stated therein. '

(4) If the Commissioner compounds an offence under
this section, the offender shall not be liable for prosecution
or penalty in respect of same act or omission, the subject
of the compounded offence except vqith express consent of
the Attorney General.
53.( I ) The CoEnmissioner may make a public ruling in
accordance with stiction 54 setting out the Commissioner's
interpretation on the application of this Act.

(2) A public ruling made in hccordance with section
54 shall be binding on the Commissioner until withdrawn
but shall not be binding on the tax payer.

Binding public
rulings.
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Makrng a
rulurg.

54. ( l) A public ruling by the Commissioner under
section 7O shall be by notice in at least two daily
newspapers of national ci rculation.

(2) A public ruling shall bear a heading specifying the
subject matter of the ruling and an identification number.

(3) A public ruling shall have effect from the

date

specified in the ruling or where no date is specified, from
the date of its publication.
Wrthdrarvul ol'a
public rulrng.

55. (l) The

Commissioner may withdraw

a public

in whole or part, by publishing notice of the
withdrawal in at least two daily newspapers of national
ruling,

circulation.

(2) lf, subsequent to a public ruling, legislation is
passed, or the Commissioner makes a another public
ruling that is inconsistent with an existing public ruling, the
existing public ruling shall be treated as withdrawn to the
extent of the inconsistency.
(3) The withdiawal of a public ruling, in whole or
part, shall have effect

(a)

-

where subsection (l) applies, from the date
specified in the notice of withdrawal and if no
date is specified, from the dme the notice of
withdrawal is published in at least two daily
newspapers of national circulation; or

(b) where subsection (2) applies, from

the

effective date of the legislation or of the new
public ruling.
(4) A public ruling thpt has been withdrawn, in
whole or in part -

(a) shall continue to

apply

toa

transaction

commenced before the public ruling was
withdrawn: and

The Value Added Tax Bill,2013

323

(b) shall not apply to a transaction commenced
after the ruling was withdrawn to the extent of
the withdrawal.

56. (l) Subject to section 57, the Commissioner
shall, upon application in writing by a registered person,
issue to that person a privite ruling seiting out the
Commissioner's position regarding the application of this
Act to a transaction entered into, or proposed to be entered
into, by the registered person.

Binding privatc
rulings.

(2) rf the taxpayer has made a full and true disclosure
of all aspects of the fiansaction relevant to.the making of a
private ruling and the transttction has proceeded in all
material respects as described in the registered person's
application for the ruling, the ruling shall be binding on the
Commissioner in relation to the registered person.

(3)

A private ruling shall not be binding

on

the

registered person to whom it is issued.

(4) If a private ruling is inconsistent with an existing
public ruling, the private ruling shall have priority to the
extent of the inconsistency.

57. (l)
for

a private

The Commissioner may refuse an application
ruling if -

(a) the Commissioner has already decided

the
matter that is the subject of the application in a
tax assessment;

(b)

the Commissioner is of the opinion that an
existing public ruling adequately covers the
matter that is the subject of the application;

\

(c)

the application relates to a matter that is the
subject of a tax audit or an objection;

(d)

the application is frivolous or vexatious;

Rcfusing an
epplication for a

prilatc ruling.
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(e)

the arrangement to which the

(f)

the applicant has not provided

application
relates has not been carried out and there are
reasonable grounds to believe that it shall not
be carried out;
the

Commissioner with sufficient information to
make a private

(g)

iuling; or

in the opinion of the Commissioner, it would
be unreasonable to comply with the
application. having regard to the resources
needed to comp$l and any other rnatters the
Commissioner considers relevant.

(2) The Commissioner shall serve the applicant with a
written notice of refusal to'make a private ruling under this
section.
Mai.rng n llrtr alc
rrrlrng

58.(l) The Commissioner shall rnake a private ruling
by serving written notice of the ruling on the applicant.
(2) The Comrnissioner may make a private ruling on
the basis of assumptions about a future event or other
matter as considered appropriate.

(3) A private ruling shall set out the mattqr ruled on,
identifying -

(a)

theregistered'person;

(b) the specific section relevant to

the

ruling:

(c)

the tax period to which the ruling
applies;

(d)

the arrangement to which the ruling

it

relates; and

ii

(e)

t

l
I

any assumptions on which the ruling is
based.
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(4) A private ruling shall be effective from date the
applicant is served with notice of the ruring and shar-l
remain in force for the period specified in the ru-ling.

59.(l) The Commissioner rnay, for reasonable cause,
withdraw a private ruling, in whole or part, by written

Wrthdrarval of
prrvatc rulttrg

a

notice served on the applicant.

(2) If

legislation

is made, or the Commissioner

pu.blishes a public ruling that is inconsistent

with a private
ruling, the private ruling shall be treated as withdrawn to

the extent of the inconsistency.

(3) The withdrawal of a private ruling, in whole or in

part, shall have effect
(a)

-

where subsection

(l)

applies, from the
of withdrawal;

date specified in the notice

or

(b)

where subsection (2) applies. from the
date of application of the inconsistelrt
legislation or public ruling.

(4) A private ruling which has been withdrawn shall _
(a) continue to apply to a transaction

commenced before
withdrawn; and

(b)

the ruling

was

not apply to a transaction commenced
after the ruling was withdrawn to the
extent that the ruling is withdrawn.

PART XVI . MISCELLANEOUS PROVISIONS

60. (l)lf, after any agreement has been entered into
for the- supply of any taxable supply at a price that is

expressly or implicitly inclusive of taxes or duties, and any
alteration takes place in the amount of tax payable in
respect of that supply before the tax becomes due, then, in
the absence of express written provisions to the contrary
between the parties to the agreement, and notwithstanding
the pro_visions of any other written law, the agreement shafi
have effect as.follows -

ElTcct orr

impositron
or r artatton of tax
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(a) in the case of the alteration being a new or
increased tax, the registered person may'
after payment of the tax, whether directly
or indirectly, add the difference caused by
the alteration to the agreed Price;

(b) in the case of the alteration being the
abolition or reduction of tax, the purchaser
may, if the registered person has not,
directly or indirectly, paid the tax or has
paid the tax at a lower rate, deduct the
difference caused by the alteration from the
agreed Price;

payment of increased tax
resulting from the alteration not being
finally adopted shall be adjusted between
the parties to the agreement as the case may

(c) any refund or

require.

(2) lf, under any law relating to the control of prices
or charges, a price is fixed, or any variation in price is
prohibited or regulated, in relation to any taxable supply
then, notwithstanding any provision of that law, where tax
in relation to that supply is imposed.or altered the price
may be varied strictly in accordance with that imposition or
variation when the registerod Person has, directly or
indirectly, been affected by that imposition or alteration.

Eest

61. Subject to this Act, the East African Community
Management' Act, 2004 and any rules made
tlTffi,***'n'o
r,roi"gi","nt,e.t thEreunder relaiing to cust5ms generally, whether made
bei\e or after the commencement of this Act, shall have
effec\rwith such exceptions and adaptations as may be
prescri\, in relation to imported taxable goods, whether
iiable to Cny duty of customs or not, as if all such goods
were liable to'duties of custorns and as if thosp duties
included tax.
Applicationof

'Crrto*s

zo@.

rrxavoidencc 62.(l) Notwithstanding anything in this Act, if the
schcmcs' commissioner is satisfied thit

-
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(a)

a scheme has been entered into or carried out;

(b) a

person' has obtained

a tax benefit in

connection with the scheme; and

(c)

having regard to the substance of the scheme,
it would be concluded that a person, or one of
the persons, who entered into or carried but
the scheme did so'for the sole or dominant
purpose of enabling the person refe.rred to in
paragraph (b) to obtain a tax benefit,

the Comrhissioner may determine the tax liability of the
person whb obtained the tax benefit as if the scheme had
not been entered into or carried out.

lf a determination

is made under subsection (l),
the Commissioner shall issue an assessment giving effect

(2\

to the determination.

(3) A determination under subsection

(l)

shall

be

made within five years from the last day of the tax per[od
to which the determination relates.

(4)

"scheme" includes a
In this section

course

of

action, and

an

agreement,. arrangement, promise, plan, proposal, or
undertaking, whether express or implied, and whether or
not legally enforceable; and

"tax benefit" means -

(a) a reduction

in the liability of a persbn to pay

tax;

(b) an increase in the entitlement

of a person to

a

deduction for input tax;

(c) an entitlement to a refund;
(d) a postponement of a liability for the payment
of tax:
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(e)

an

acceleration

of an entitlement to

a

deduction for input tax;
,l

(o any other

in

advantage arising because of a dclay
payment of tax or an acceleration of the

entitlement to a deduction for input tax;

.

(g) anything that causes a taxable supply or
taxable import not to be a taxable supply or
taxable import, as the case may be; or
(h) anything that gives rise to a deduction for
input tax for an acquisitioir or import that is
used or is intended to be used other than in
making taxable supplies.

Rcgulations

63. The Cabinet Secretary

may make regulations for

the better carrying of the provisions of this Act, and
without prejudice to the generality of the foregoing, the
regulations may

-

(a) prescribe conditions and procedures

for

the

registration of registered persons;

(b)

provide.for the submission of returns and the
place at which returns are to be submitted and tax
is to be paid;

'

(c) prescribe the form of notices, returns or other
forms required for the purposes of this Act;
(d) prescribe offence and penalties thereto;
(e) prescribe rules for particular types of supplies
and in relatipn to input tax credits; or

(f) prescribe any Other thing required to
prescribed for the purposes
this Act.

be

of any provision of

j
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64.( l) The Value Added Tax Act is repealed.

(2) Notwithstanding the repeal of the Value Added Tax
Act, the provisions of that Act shall remain in full force and
effect foi the purposes of the assessment and collection of
any tax and the recovery of any penalty, payable under the
Ait and outstanding at the date upon which such repeal
becomes effective.

(3) Any subsidiary legislation made under the repealed
Act in force at the commencement of this Act shall remain in
force, so far as it is not inconsistent with this Act, until
subsidiary legislation with respect to the same matter is made
under this Act.

(4)

Unless

a contrary intention

appears,

the

commencement of this Act shall not-

(a)

revive anything not in force or existing at the
time at which the commencement take effect;

penalty, forfeiture or punishment
respect of an offence committed
in
incurred
against the. repealed Act in force at the

(h) affect a

commencement of this Act;

(c)

(d)

affect an investigation, legal proceedings or
remedy in respect of a right, privilege,
obligations, liability, penalty, forfeiture or
punishment, and any such investigation, legal
proceedings or remedy may be instituted,
iontinued or enforced and such penalty
forfeiture or punishment may be imposed as
if this Act has not been Passed; or
affect the employment or appointment of any
person to the services of the Authority
iubsisting at the commencement of this Act'

Rcpeal of Cap.
4T6.trarrsrtronal and
savings provistons.

i
I

I

I

il
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s.2(1)
FIRST SCHEDULE
EXEMPT SUPPLIES
PART I.GOODS
Section A
The supply or importation of the following goods shall be exempt
supplles.

1.

Bovine semen of tariff no.05l L 10.00

2. Fish eggs and roes of tariff no. 05 I L91. 10.
3. Animal semen other than bovine of tariff no. 05 I 1.99. 10.
4. Soya beans, whether or not broken of tariff nos.l20l.l0.00
and 1201.90.00

5.

Groundnuts, not roasted or otherwise cooked, in shell of
tariff no.1202.41.W.

, 6. Groundnuts,

not roasted or otherwise cooked,

shelled,

whether or not broken of tariff no1202.42.N.

7. Copra of tariff no1203.00.00.
8. Linseed, whether or not broken of tariff no.1204.00.00
9. Low erucic acid rape or colza seeds of tariff no.1205.10.00.
10. Other rape or colza seeds of

i
'i
i

tariff no.1205.90.00.

Ll. Sunflower seeds, whether

or not broken of

tariff

no1206.00.00.
12. Cotton seeds, whether or not broken

of tariff nos.1207.21.00

and 12W.29.N
13. Sesamum seeds,
no.1207.40.00.
14.
15.

Mustard

seeds,
no.1207.50.00

whether

. whether

Safflower seeds, whether
no.1207.60.00.

or not broken of
or not

tariff

of

tariff

or not broken of

tariff

broken
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oil seeds and oleaginous fruits, whether or not broken
of tariff no. I 207.99.00

16. Other

17. Pyrethrum flower of tariff no.l2l 1.90.20
18. Live Animals of chapter I.
19. Meat and edible meat offals of chapter 2 excluding those of
tariff heading 0209 and 0210.

20. Fish and crustaceans, muluscs and other quaticinveterbrates
of chapter 3 excluding those of tariff heading 0305, 0306
and 0307.
21. Unprocessed milk.
22. Fresh birds eggs in shell
23. Edible Vegetables and certain,roots and tubers of chapter 7,
excluding those of tariff heading 071 l.

24.Edible fruits and nuts, peal of citrus fruits or melon of
chapter 8 excluding, those of tariff heading 0811,0812,0813
and 0814.

of tariff heading

25. Cereals of chapter 10, excluding seeds
1001,1002, 1003 and 1005.

26. Fertilisers of chapter 31.
27. Plants and machinery of chapter 84 and 85.

SECTION

B.

t

EXEMPTGOODS ON TRANSITION

The following goods shall be exempt supplies for a period of three years
from the commencement of this Act unless the exempt status of the
supplies is earlier revoked.-

2709.00.00
27tO.t2.10

nrc.t2.20

n t0.t2.30

27t0.t2.N
2710.t2.50
2710.t2.90
2710.19.10

Petroleum oils .and

oils

obtained

from

minerals, crude.
Motor spirit (gasoline) regular
Motor spirit (gasoline), premium.
Aviation soirit
Spirit type jet fuel.
Special boiling point spirit and white spirit.
Other light oils and prepdrations.
Partly refined (including topped crudes).

bituminous

l

332

The Valuc Adcled Ta.r Bill, 201-l

2710.19.21 Kerosene type jet fuel.
2710.19.22 Illuminatingkerosene(lK)
2710.19.29 Other medium perroleum oils and preparations.
2710.19.31 Gas oil (automorive, light, amber, for high speed
2710.19.39
2711.21.O0
2711.29.00

engines).
Other gas oils.
Natural gas in gaseous srate
Other natural gas in gaseous stdte.

PART

II

SERVTCES

The ;upply of the fbllowing services shall be exempt supplies

1.

-

The following financial services-

(a) the operation of

current, deposit or savings accounts,
including the provision of account statements;

(b) the issue,

transfer, receipt or any other dealing with
money, including mqney,transfer services, and accepting
over the counter payments of household bills, but
excluding the services of carriage of cash, restocking of
cash rnachines, sorting or counting of money;

(c)

issuing of credit and debit

.fraq

(d) automated teller

machine trans4ctions, excluding the
supply of automated teller machines and the software to
run it;

(e) telegraphic money transfer services

(f)

foreign exchange transactions, including the supply of
foreign drafts and international money orders;

(g)

cheque handling, processing, clearing and settlement,
including special clearance or cancellation of cheques;

(h) the making of any advances or the granting of
credit;

any
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issuance of securities for money, including bills of
exchange, promissory notes, money and postal orders;
guarantees, letters of credit and
agceptance and other forms of documentary credit;

0) the provision of

(k) the issue, transfer, receipt or any other dealing

(l)

with

bonds, debentures, treasury bills, shares and stocks and
other forms of security or secondary security;
the assignment of a debt for consideration;

(m) The provision of the above financial services on behalf
. of another on a cornmission basis.

2.

Insurance and reinsurance services excluding the following-

(a) management and related insurance consultancy
(b) actuarial services;.and

(:)
3.

services

sf insurance assessors

services;

and loss adjusters;

The supply of education services.

For the purposes of this paragraph, education services

means

edircation provided by-

(a)

a pre-primary , primary, or secondary school;

(b)' a technical college or university

(c)

;

an institution established for the promotion of adult
education, vocational training or, technical education

but shall not apply in respect of business or user training and other
consultancy services designed to improve work practices and
efficiency of an organization

4.

Medical, veterinary, dental and nursing services.

5.

Agricultural, animal husbandry and horticultural services.

6.

Burial and cremation services.

33;t
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7. Transportation of

passengers by any means of conveyance
elcluding international air transport or where the means of
conveyance is hired or chartered.

.

Supply by way of sale, renting, leasing. hiring. letting of land or
residential premises;
"residential premises" means land or a building occupied or
capable of being occupied as a residence, but not including hotel
or holiday accommodation.

Provided that this paragraph shall not apply where such services
are supplied in respect of -

(a) car park services; or

or exhibition services, €xcept where
such services are provided for educational

(b) conference

institutions as part of learning";

9.

Sommunity, social and welfare services provided by National
Government, County Government or any Political Sub-division
thereof.

10. Insurance agency, insurance brokera'ge, stock exchange brokerage
and tea and coffee brokerage services.
11. The supply of

-

by educational, political, religious,
welfare and other philanthropic associations to their

tul

services rendered
members, or

(b)

'
'

social welfare services provided by charitable organizations
. registered as such, or phich are exempted from registration,
by the Registrar of Societies under section 10 of the
Societies Act Cap 108, or by the Non- Governmental
Organizations Co-ordination Board under section l0 of the
Non Governmental Organization Co-ordination Act, No. 19
of 1990 and whose income is exempt from tax under
p.ragraph l0 of the First Schedule to the Income Tax Act,
Cap 470, and approved by the Commissioner of Social
Services.

I
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Provided that this paragraph shall not apply where any such
services are rendered by way of business.
12. The

following entertainment

(a)

(b)

Services

-

stage plays and performances which are conducted by
educational institutions, approved by the Cabinet
Secretary for the tirfie being responsible for education as
part of learning;
sports, games or cultural performances conducted under
auspices of the Ministry for the time being
responsible for culture and social services";

the
13.

Accommodation and restaurant services provided within the
following premises by the proprietors thereof:-

(a)

establishments operated by an educational training
institutions approved by the Cabinet Secretary for the
time being responsible for education for the use of the
staff and students by that institution; or

(b)

establishments operated by a medical institution
approved by the Cabinet Secretary for the time being
responsible for health for the use by the staff and
patients of such institutions; or

(c)

canteens and cafeterias operated by an employer
benefit of his employees.

for the

for educational institutions as part
of learning where such institutions are approved by the Ministry for
the time being responsible for Education.

14; Conference services conducted

15.

Car park services provided by National Government, County
Government, any Political Sub-division thereofore by an employer
to his employees on the premises of the employer.

16.

t

The supply of airtime by any person other than by a provider of
cellular mobile telephone services or wireless telephone services.

17. Betting, gaming and lotteries services.

The Value Addcd
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s.7(2)
$F,CONDSCXIEDTILE

"

W*O'RA?ING

l

i

PART A - Z,ERORATED SUTPLIES

i

Where the following supplics, excluding hotel sccommodation, res&aurant
or enterlainment services where applicable, take place in the eourse sf a
register{d p€rson's bu'siness, they shall be zero rated in accordanee with
the protisions of Sectiort 7

*

1.
2.

The exportation of goods or taxable s€rvicel.

3.

Shipstores supplied to international
international voyagc or flight.

I

The supply of goods or taxabl€ s€rviccs to an €xport processing
eone businessas specifie.d in the Export Processing Zones Act
(Cap.Sl7), as being eligible for duty and tax frec importation.

sc. or air carriers ott

I

4,

fhe

supply of coffee and tea for cxpon to eoffie€ or tea auction

$enters.
I

5.

fransportation of

psEseng€rrs by

air carriers on international flight.

l

6.

The supply of taxable services'to internatio*al s€a or air carriers on
international voyage or fl ight.

7.

The transfer of a business as a going conccrt| by a rcgi*ered
person to anothcr regirtercd perrcn.-

fhe supply of natural wqter, excluding bottlod water, by a National
:povernment,
County Oovefnrre{t, efly poli6cal suMivision
thereof or a person approvcd by tho Cabinet Secrehry for the tirne
[eing responsible for watef developmcnt, for dorrtestic or for
industrial use.
9.
I'

f,axable supplies imported or purchaced by any corhpany whieh
has been granted a oil or gas exBlcrration or oil or gas protpectirlg
{icence accordance with a production sharing contract with the
pbi,erri*iliit of Kenya irrid ititrecodance with ihe provision$ of the
Petroleum (Exploration and koduoion)Act.
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PANT B

ZERO RATED SUPPLIES TO pUBLte BODIES, PRIVILEGED
PENSONS AND TfWTffUTIONS
The following taxable supplies shall bc zcro-rated when supplied by a
registered person before the imposition of tax or imported before clearance
through the customs by or on behalf oJ the following persons subject to
the limitations specified in this Schcdule:-

l.

Supply toConmonweahh and Other Governments

(a) Goods consigned to officers or men on board a naval vessel
belonging to rnother Comrnonwealth Covernrnent for their
personal use orfor consqmption on board such vessel.
(b) Goods for the use of arty of the Armed Forces of any allied
power.

2.

Supply to

lHpom* or Flrst Arrivals

Pemons

( l) Household and personal effccts of irny kind imported by entitled
personnel or their dependants ineluding one motor vchicle imported or
supplied
them prior to clearance through customs within ninety
days of their first arrival in Kenya or such longer period not exceeding
three hundred and sixty days fram the date of his arrival, as may be
approved by the Commissigner of Customs in specific cases where the
entitled personnel have rot been granted zero mting status in any other
sectiql of this sohedule.

to

Piovided that the zeto rating shall apply to entitled personnel
who may havc arived for a new contract not withstanding thcir
previou$ residential status in Ken_5ra while in execution of
anoth€r assignmei,rt, providcd further that eaih contract is for *
term not less than two yeaffi.

\

(2\ One mdor vehicle which the ministry responsible for foreigtr
affairs is satisfied as liaving been supplied or imported as a replecement
for a motor vehicle originally imporrod u supplied under puagfaph ( I )
which has been written off duc to accident, fire or theft:
Provided that tax shall be payable at the appropriate rate
wriuen off motor vehicle is disposed of locally.

if

the

II
I

I
I

I
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(i) Taxable supplies for the official use of the United Nations or its
speci4lized agencies or any Commonwealth High Commission. or of
any f{reign embassy, coRsulate or diplomatic mission in Kenya.
(4)Taxable supplies for the use of a high official of the United
Nations or its specializel agencies, or a member of the diplomatic staff
of any Commonwealth or foreign country, where specific provision for
such zero rating status is made by the Cabinet Secretary responsible for
foreign affairs.

(5) Taxable supplies Goods for the United Nations or any of its
specialized agencies for the support of a project in Kenya.
(6) On first arrival in Kenya or within three months of that date. the
\ousehold and personal effects. including one motor vehicle, of an
employee of the United Nations, or of its specialized agencies, of any
Commonwealth High Commission, or of any foreign embassy,
r cnsulate or diplomatic mission, where the employee:

(a) is not engaged in any other business or profession in
Kenya ; and

(b) has not been granted any other zero rating status under
this schedule.
(7) Any motor vehicle acquired under zero rating status pursuant to
the provisions of this paragraph shall on re-sale or upon other
dispO-sition, whether or not for any material consideration, be liable to

tax.

l

3. Supply to Donor Agencies with Bilateral or Multilateral
Agreements

(l)

Household and personal effects of any kind, including one
mot<ir vehicle imported by or supplied prior to clearance through
Custbms to the entitled personnel or their dependants, within ninety
days of their first arrival in Kenya or such longer period not exceeding
three hundred and sixty days from the date of his arrival, as may be
approved by the relevant authority in specific cases where the entitled
pers0nnel have not been granted any zero rated status under this
sche[ule.

339

I)rovidcd that the z-cro rated status undcr this paragraph shall apply:

(i) to entiiled persolrnel who may have arrived for a new
contlact for a term of not less than two years, not
withstanding their previous residential status
while in execution ol'another assignment;

(ii)

in

Kenya

only once every lbur years whcrc there is an on going
project; and

(iii) tu an additional rnotor vehicle wherc there is a bilateral
allreernent bel.ween thc Govcrnmertt antl aid agerrcy.

(2) One rnotor vehicle, which thc (irrnrnissiolrer is satisl'iccl, is
supplied or is irnpurtecl as a replacernent ol' another motor vehicle
originally supplied or irnportecl under paragraph (l) and which has
been written ofJ'due to accident, fire or theli:

Provided that any nrotor vehicle acquircd I'ree

of

tax

pursuant to the provisions of this itern shall on resale or
r.rpon other disposition whether or not for any rnaterial
consideration be liable for tax.

4.

Supply to International and Regional Organizations

Goods and equipment imported by or supplied to donor agencies,
international and regional organisations with Diplomatic accreditation or
bilateral or multilateral agreements with Kenya for their official use.

5.

Supply to the War Graves Commission.

Taxable supplies including official vehicles, for the establishment and
maintenance of war cemeteries by the Commonwealth War Graves
Commission, but excluding . office supplies and equipment and the
property of the Commission's staff.

6.

Passengers'Iiaggage and personal effects

Goods imported by passengers arriving from places outside Kenya, subject
to the limitations and conditions specified in the following paragraphs.

i
\
I

(

l) The goods shall

be -

(a) the property of and accompanying
provided in paragraph (7);

the passenger, except

as

Thc Velw

(b)
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for the pcrsond or houschdd usc of thc passcnger in Kenya;
and
i

(c) of such kinds and in such quantities as thc prcper

officer

may allow.

(!)

Notwithstanding paragraph (lXc), the foltowing goods shall not
be zefo-rated under this item i

(a) alcoholic

bevcrages of atl kinds, perfumed spirits and
tobacco and manufactures therpof, exccpt as provided in
p.tugraphs (6) and (7);

I
I
(b)

fabrics in the piece;

(c)

motor vehicles excepL as provided in paragraphs (3) and (4);

'i (d)

any rade geods, or gpods for nrpply or disposal to other

rl

peffions;

I

(3) SuUiect to pangrryhs (l) and (2), the following gmds may be
zero-(ated under this itcfli when imported as baggage by a person on frrst
anivail or by a rcturning rcsidcnt if Kcnya *ffinithi p*p", ofFrcer is
satisfied is

borufre

placewithin Kenya-

(a)
(b)

changing rosidence from a ptace ortside Kenya to a

wearing

apparel;

_.

hrsonal and houschold cftcts of,any kind which were
in his perrcnal or housohold gsqin his former place of
residence;

(c)

onc motor v*icle, (cxctuding buses and minibuses of
a scating crpcity
pre thqn 13 passengers and
load-carrying vdricles of a. load carrying capacity
exceeding two tones) w.hict tre passenger has
persondly owncd and uscd outside Kcnya for at least
twelve mm&s (exduding thc period of the voy4ge in
the casc of shipnent):
Plovid€d

d

t
I

-

(i)

i

the person hes afi.ined the age of eighteen yeem;
and

I

I
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(ii) where thc person has previously been granted zerorating undpr ffs paragraph, any supsequent zcronot npyly unless such person has used
the mfibr. vehielc so imported into Kenya for a
pcriod of not lessthan four years, and tax has been
paid for the motor vehicle upon which zero rating
had previourly been granted.
rating_ shalf

(a) Subject to paragraphs (1) afrd (2) the foilowing goods may

be

zero*ratod undcr this item when imported as baggage.by a person whom
thc proper office is sAtisficd is rnrking a tomporary visit not exceeding
thrce monthsto Kenya

(al

norrconsumablc goodr ifipofied for his personal u$e
during his visit which he inteqds to take out with him
when he leaves at thecnd of his visit;

(b) consumable

irrovidons ard non-alcoholic beverages, in
such quantities and of such kinds as are, in the opinion
of the proper officcr, consistpnt with his visit;

(c)

goods importd by

a returning residenf, being an

, emfloyce of afl international organization the
hcadquarters of which are in Kenyq and who has been
rccallcd for mnsultations at the organization's
headquarters.

(5) Subjosl to paragraphs (l) and (2), the following goods may be
zenr rad under thir ircm importcd as baggage by a person wholhe
plopcr officcr is satidied is a rcsideffi of Kenya returning from a visit
outside Kenya and who is not changing residence in accordance with
penisaphs{3) and (4)-

(r)

wearing apparel;

(b)

personal and household effccts which have been in his
perrenal or housdrold usc.

(6) SBbjcct o paragraph (l) and subject b subprragnph (b) of this
pegeraph, trr shall not bc lcvied on thc following goods imported bi,
and in the posscssion of a passeng€r-

(a)

spirits (including liquors) or wine, not exceeding one
Iitrc or wine notexceoding two litres;

Tlrc Value Adcled Ta.r Bill. 20I 3

.

tUl pefume and toilet water not txceeding
litre, of which not more than

(c)

a

in all one half

quarter may be perfume;

cigarettes, cigars, cheroots, cigarillos, tobacco and snuff

not exceeding in all 250 gramS in weight:

Provided that the

tax free allowance under this

paragraph shall be granted only to passengers who have
attained the age of eighteen years.

(7) Subject to paragraphs

(a)

i
i
I
il

i,l

( I ) and

(2)

-

the zero rating granted in accordartce with paragraphs
(3), (4) arrd (5) may be allowed in respect of baggage
imported within ninety days of the date of arrival of the
passenger or such further period, not exceeding three
hundred and sixty days from such arrival, as the
aommissioner may allow;
granted in accordarrce with
paragraph (6) shall not be allowed in respect of goods
specified in the paragraph imported in unaccompanied
baggage'

tUl the tax free allowances

,l

(8) where any person who has been granted zero-rating under
paragraphs (3) or (4) changes his residence to a place outside Kenya
within ninety days from the date of his arrival, he shall export his
perqonal or household effects within thirty days, or such further period,
not,exceeding sixty days from the date he changes such residence to a
place outside Kenya, as the Commissioner may allow, otherwise tax
shalil become due and payable from the date of importation.
i

(l) and (2), goods up to the value of three
hunpred United States Dollars for each traveler in respect of goods, other
thari goods referred to in paragraph (9), shall be zero rated when
impprted by the traveler in his or her accompanied baggage, or upon his
or tler person and declared by him or her to an officer, provided that the
perrion has been outside Kenya for a period in excess of twenty-four
hours.
(9) subject to paragraphs

7.

I

Relief goods supplied or importod for emergency use

1

i

I

I
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Taxable goods for emergency relief purposes for use in specific areas
and within a specified period, supplied to or imported by the
Government or its approved agent, a non-governmental'organiiation
or a relief agency authorized by the Cabinet secretary responsible for
disaster management, where-

(a) the goods are for use in areag where a natural disaster or
calamity has occurred iu Kenya; or

(b) the goods are intended for use in officiatly recognized
refugee camps in Kenya;

(c)

thp goods are household utensils, food stuffs, materials.for
provision of shelter or equipment and materials for health,
sanitary or educational purposes; and,

(d)

in the case of a natural disaster or calamity, the importation
or purchase locally is rnade within six months or such further
period, not exceeding,twelve months, as the Commissioner
may permit in each case:

8. Suppty to National Red Crosq Society and St
Ambulance

John

Taxable goods supplied or imported for official use in the provision
of relief service.
9. Suppty of Protective Apparel, Cbtf,ing Accessories and
Equipment.

of apparel, clothing accessories and equipment specially
designed for safety or protective purposes for use in registered
hospitals and clinics or by county government or local authorities in
fire fighting.
Articles

i
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MEMORAI\DUM OF OBIECTS AND REASONS
This Bill has been submitted by the Cabinet Secretary for the National
Treasury in line with proposals announced in the Budget for 20l3l20l4.
The object of this Bill is to repeal and replace the existing Value Added
Tax Act (Chapter 476 of the [,aws of Kenya). It aims at addressing the
challenges faced in the administration of the existing law by simplifying
the law and thereby enabling tax payerS to comply with ease. It also
provides for the adoption of informatiori teclyrology in the administration
of the tax regime and the advancements that have been made in the
business environment while taking into account international best
practites. This is expected to reduce the costs related to the administration
and compliance while raising the revenue obtained from value added tax.
PART I provides for preliminary matters.
PART II provides for the functions and powers of the Commissioner as
well as the appointment of authorised officers by the Commissioner for
the performance of his functions under the Act.

III provides for the imposition of value added tax and confers
powels on the Cabinet Secretary to vary the rate of tax. It also provides
for the exemption of supplies of goods or services that are zero rated from
PART
tax.

PART IV provides for the circumstances under which goods and services
are regarded as having been supplied in Kenya and the taxation of
imported services. It also provides for the appointment of a tax
representative by a registered person, who does not have a fixed place of
business in Kenya, facilitating the ease with which a registered person
complies with his obligations under the Act
PART V provides for the determination of the taxable value in relation to
a supply of goods or services as well as the issuance of debit and credit
notes in relation to goods that are either returned to the registered person
or in relation to a tax invoice that is issued in relation to a further charge
made after a taxable supply is made.

PART VI provides for the mannef in which a deduction of input tax may
be made, the formula for such'deduction and the documentation required
for this process. It also provides for the circumstances under which input
tax may not be deducted and the circumstances under which relief can be
claimed by a person for tax paid prior to his registration as a registered
person.
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VII provides for the manner in which tax is to be collected or
recovered by the Commissioner. It specifies the date on which tax falls
due and imposes an obligation on a person to pay interest for non-payment
or late payment of tax. This Part confers on the Commissioner the power
to recover tax by distress or from persons who owe or hold money on
account of a registered person who has failed to pay tax in accordance
with the Act and the manner in which the Commissioner is to exercise this
power. The Commissioner may also request the Chief Registrar of Lands
to register against any land held by such registered person, a charge
against the property for the tax due from the person.
PART

PART VIII provides for the refund of tax to a registered person in respect
of any tax paid in error or payment made in advance in respect of a bad
debt. It also imposes an obligation on a registered person to refund to the
Commissioner, on demand, any tax refunded in error.

IX provides for the process of registration of a person as a
registered person under the Act either voluntarily or by the Commissioner
-where such person makes, expects to make or is about to com,menQe
making taxable supplies of five million shillings or niore. It also provides
for the process of cancellation of registration by the Commissioner and
crEates offences relating to registration,
PART

PART X provides for the application of information technology in

the

administration of the Act and in particular, provides for the application for
registration, making returns, payments and issuance of notices by the
Commissioner, in electronic format, thereby rqducing the costs that may
be incurred by a tax payer in this regard. It also makes it an offence for a
person to access while unauthorised, improperly'use or interfere with a tax
computerised system.

XI providgs for the issuance of tax invoices. It imposes an
obligation on registered persons to keep proper records in English or
Kiswahili and to submit returns in the specified maRner. It also provides
for the self-assessment by a person in submitting a return and the process
of amendment and further amendment on application by the registered
person, of the assessment by the Commissioner.
PART

I

plnf XII

contains enforcement provisions.

It

confers

on

the

in order to
person
produce
secure the payment of tax due from the
and to
suoh
records as may be required by the Commissioner for examination. It also
outlines the manner in which inspections may be conducted by the
Commissioner or an authorised officer.

I Commissioner the power to require a Person to furnish security

I

i

I

it

,*il
PART
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provides for the manner in which a person who disPutes an

assessrilent made by the Commissioner may lodge an objection against the
assessment.

PART XIV confers on the Commissioner, the power to seize goods sold
by a registered person without the payment of tax and outlines the process
to,be frbllowed in exercising.this power.

PART XV confers on the Commissioner, the power to compound an
offence where a fine is provided or in respect of anything liable to be
forfeited. The Commissioner is required to constitute a committee of at
least three officers for the purpose of considering applications for the
compounding of the offences. This Part also provides forthe manner in
which the Commissioner may issue or withdraw binding public rulings
and private rulings that are binding on a registered person who applies for
a ruling in relation to a transaction entered into by the Person.

PART XVI contains miscellaneous provisions. It specifies the effect an
impoSition or variation of tax would have on an agreement for a taxable
supply which is inclusive of tax beforq the tax becomes ilue. It also
confers on the Commissioner the right to determine the tax liability of a
p"rso, who enters into and benefited from a tax avoidance scheme entered
into fOr the sole or dominant purPose of enabling the person to obtain a
tax bqnefit. This Part confers on the Cahinet Secretary, the power to make
regulations under the Act and also provides for the repeal of Cap. 476 and
the trlnsitional and savings provisions.
The X'irst Schedule provides for exempt supplies.
l

The $econd Schedule provides for zero rating.

This Bill is not a Bill concerning county'government.
The enactment of the Bill shall occasion additional expenditure of public
funds which shall be provided for in the esfimates.
Dated the l8th June,20l3.

BENJAMIN LANGAT,
Chairperson,
Comtnittee on Finance, Pl.anning andTrade.
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