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1.1 v.lrf - Ml$grrYPurpose of the Statutory

The objective of this Memorand um is to submit
r89 of 2o2o for tabling in the National Assembly in accordance with
the provisions of section rr of the statutory Instruments Act, 2o1s.

The Legal Notice provides a legal framework to govern the use of
Electronic Tax Registers in line with section $(d of the value Adhed
Ta:r Act, 2or3. In addition, the Iresd Notice offers an enhanced
approach onVAT enforcement and compliance.

Legislative Context

The Legal Notice on the value Added Tax (Electronic Tax Invoice)
Regulations 2o2o, is made pursuant to section 67 of the value Added
TaxAct, zor3 which empowers the commissioner to require anyperson
to use an electronic tax register, of such tSpe and description as may be
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prescribed, for the purpose of accessing information regarding any

transaction which may affect the tax liability of the person.

B.o Policy Background

3.1 The Value Added Tax (Electronic Tax Registers) Regulations, 2oo4

(repealed in zot7) first came into operation in lst January zoo5 to

support the use of the electronic tax registers which was being rolled

out at the time.

3.2 These Value Added Tax (Electronic Tax Registers) Regulations, 2oo4

were repealed in 2ot7. Subsequently, the VAT Regulations, zotT in

Regulation 9 (t) provided for a registered person to furnish a

purchaser with a tax invoice containing details as per the VAT

Regulations.

3.3 Regulation g(z) of the VAT Regulations 2oLT, does not mandate the

registered person to generate a tax invoice by use of an electronic tax

register. This has created a challenge in the enforcement of compliance

ofthe use of electronic tax registers.

9.4 The use of electronic tax registers by registered persons will provide

for standardization and uniformity of tax invoices generated. In effect,

this will enhance effective compliance and enforcement measures,

which will result in an increase in revenue by minimizing VAT fraud.

3.5 In support of the ease of doing business initiatives in the country, the

standardization of tax invoices is crucial as it will facilitate the

simplification of VAT tax returns as per the envisioned KRA's revenue

enhancement strategy. In addition, this will also facilitate faster

processing of genuine VAT refund claims by reducing the time taken in

verification of tax invoices.

9.6 In view of the above, the use of the electronic tax registers will put

mechanism in place to ensure enhanced administration of VAT.

2



t':'''.

4.o ConsultationOutcome

4.L The Kenya Revenue Authority informed the public and relevant

stakeholders of the intention to introduce the Value Added Tax

(Electronic Tax Invoice) Regulations 2o2o and sought their comments

on the same in a Public Notice published on 23rd August z.otg and 6th

November, 2<119 (copA ottached). Feedback was received from

professional accountants, audit firms, members of the business

community and general public.

4.2 KRA conducted public consultation on the proposal to introduce the

Value Added Tax (Electronic Tax Invoice) Regulations 2o2o, between

August to November zor9.

4.5 The feedback revealed that the stakeholders were in support of the

proposed Regulations with few amendments. Taking into consideration

the advances in technology, the stakeholders recommended review in

some aspects of the Regulations which were incorporated in the final

draft. Please find attached the following documents: -

S.o Impact

The Legal Notice provides for an increase in VAT Revenue collected. It
will minimise VAT fraud by ensuring that VAT is accurately accounted

for at the trader tills. It is also expected that this provision will have a

general ripple effect in form of increase in tax revenue.

6.o Monitoring and review

The Legal Notice will be implemented by the Kenya Revenue Authority

and may be reviewed periodically as the need may arise depending on

the feedback from stakeholders during its implementation and also

considering the policy objectives of the Electronic Tax Invoice in

facilitating businesses in VAT accounting.

Z.o Request to the National Assembly

The National Assembly is requested to:
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a) Note the contents of this memorandum

b) Approve Legal Notice No. r89 of zozo

8.o Contact

Cabinet Secretary,

National Treasury & Planning,

NAIROBI
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I(EI\TYA REVENUE
AUTHORITY

tso goottrotS CERTIFIED

Refi KRA/M&cD/o8/6

t't November 20t9

Ms. Phyllis Wakiaga

Chief Executive Officer

Kenya Association of Manufacturers

r5 Mwanzi Road opp West Gate Mall, Westlands

NEirohi.

Dear Ms. Wakiaga,

INVTTATION FOR A MEEMNG ON THE PROPOSED VALUE ADDED TA)(
(ELECTROMC TAX INI/OICE) REct LATroNs

Following our public notice date a3r't August, 2or9 on Value Added Tar (Electronic Tax
lnvoice) Regulations, the Kenya Revenue Authoriry rvould like to invite the Kenya Association
of Manufacturers for a meeting on Thursday, 7ih November 2olg, to deliberate on the same
regulations. The meeting will be held at Times Tower,5rh floor, from z.oopm.

We kindly request you to confirm attendanee by Wednesday, 6rh November zorg through
email 6{1111iltl$f:l.litsr-:tiril]l-r:.11!r l.gtl"!_t or contact us on o2o 2grzo45.

We thank you and look forward to your participation, as welt as that of the IOJvI members.

Yours Sincerel-v,

6$

1

I
l 6,*Jnfr o

GraccWandera

Denu tv Comm i.ssio"ner. Ma rkcti nB & Com m u n ica tio n



KTTwa REVENUE
AUTHORITY

ISO 0oor:rort CERTIRED

Ref; KRA/M&CD/o8/6

trt November zotg

Mr. Edward Kerich

Director

Pricewaterhouse Coopers

hvC To rver, Waiyaki Way/Ch i romo Road, l4restlo nds

Nairobi.

DearMr. Kerich,

ITWTTATION FOR A MEETINO ON THE PROPOSED VALTJE ADDED TAX
(ELECTRONTC TAX rr{l/O ICE) REGULTLTIONS

Following our public notlce date 43.,I August, 2org on Value Added Tax (Electronic Tax

lnvoice) Regulations, the Kenya Revenue Authority would like to invite the Priccwaterhouse

Coopers for a meeting on Thursday, 7s November zor9, to deliberate on the same regulations.

Ttre meeting will be held atTimes Tower, srh floor, from a.oopm.

We kiodly request you to confirm attendance by Wednesday, 60 November sorg through

email .qlakBlDltll.r.enqituentenl@Lr,, g,; t r, or contact us on OaO z8tzo45.

We thank you and look fonvard to your participatlon, as well as that of the PWC rnenrbers.

Yours Sincerely,

6$
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Grace Wandera

Delruty$ommissioncr. Markcti[g & Co m rn unication



Krurn Rgvgxur
AUTHORITY

ISO goor:zor6 CEf,TttslED

Ref: I(R*{M&CDlo8./6

lrt November aotg

lvls. Wambui Mbarire

Chief Executive Officer

Retail Trade Association of Kenya

Ojdo Plaza, Chiromo Ln, Westlands,

Nairobi.

Dear lvts. Mbarire,

II{VTTATION FOR A MEETING ON THE PROPOSED VALI.'E ADDED TAX

(ELECTROMC TAX I}NIO ICE) REGI'I.ATIONS

Following our public notice date 23.,t August, 3ol9 on Value Added Ta-'i (Electronic Tax

Invoice) Regulations, the Kenya Revenue Authorily would like to invite the Retail Trade

fusociation of Kenya for a meeting on Thursday, 7'l' November 2019, to deliberate on the same

rcgulations. Ttre meeting will be held at Times Tower, 5th floor, from e.oopm.

lVe kindly request you to confirm attendance by Wednesday, 6tt' November 2ol9 throuth

email stnlreholder.cng{cerncn lfi kr.r.ga.[q or contact us on tr2o z8tzo45.

We thank you and look forward to your partlcipation, as well as that of the RETRAK members.

1'ours Sincerely,

e+n,r^rllru

r,$

l

I

o

Grace Wandcra

Depu ty Com m ls.si oncr..lUgrkcting & Com mu nication



I(ENYA RrVrNUg
AUTHOzuTY

ISO goorr:orS CERTIFIED

r't November 20lg

Ms. Carole lGriuki, MBS

Chief Executive Officer

Kenya Private Sector Alliance

P.O. Box 3556-ooroo

NATROBL

Dear Ms. Ifuriuki,

IIWTTATION FOR A MEEf,ING ON THE PROPOSED VALTJE ADDED TAX
(ELECTRONIC TAX II{VOICE) REGULATIONS

Following our public notice date e3nr August, 2ol9 on Value Addetl Ta.ri (Electronic Tax
Invoice) Regulations, the Kenya Revenue Authority would like to invite the Kenya private
Sector Alliance for a meetlng on Thursda!,?tb November aolg, to deliberate on the same
regulations. The meeting will be held at Times Tower, 5rt, floor, from a.oopm.

we kindly request you to confirm attendance by wednudoy, 6,r, November aorg through
email Slglrc-hgklgtggrqugg rne nt @hrl. uo. lig or con tact. us on o2o zB r 2o45.

We thank you and look fonvord to your participation, as well as that of the KEpSA members,

Yours Sincerely,

6$

i
{I
fr

qiJa^^drr€r,
GraceWandera

Denu tv Co m mi.ssion er. Marketi n g & Co mm u n lcation
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EXPLANATORY MEMORANDUM TO THE VALUE ADDED TAX ACT:
DIGTTAL MARKETPLACE SUPPLY REGULATIONS, 2O2O

LEGAL NOTICE NO. r9o of zozo

PART I
Name of Statutory Instrument : Value Added Tax (Digital Marketplace

Supply) Regulations,2o2o

Name of Parent Act : Value Added Tax Act, No. 35 of zor3

Enacted Pursuant to : Section 5(B) read together with
section 67 of the Value Added Tax ACt, -.

,No. 35 of zor3

Name of the
Ministry/Department L: The National Treasury and Planning

Gazetted on .: z5[r septemuJ.irJ]jJ 
7lJ70 tthr@ty

PART II l6tu- Ve me Hng.u/r?'

1. Purpose of the Statutory Instrument t,(- Tr Ittl(ATl
1.1. The objective of this Memorandum is to submit the Legal Notice No.

r9o of 2o2o for tabling in the National Assembly in accordance with
the provisions of Section rr of the Statutory Instruments Act.

L.2. The Legal Notice establishes the Value added Tax (Digital Marketplace
Supply) Regulations, 2o2o to provide a mechanism for collection of
VAT on supplies made through a digital marketplace.

1.3. Provide a simplified framework for VAT registration of non-residents
supplying taxable services in Kenya through a digital marketplace.

z. Legislative Context

The Legal Notice on Digital Marketplace Supply Regulations is made
pursuant to Section S(8) as read together with section 67 of the Value
Added Tax Act, zor3 which empowers the Cabinet Secretary to make
regulations to provide mechanism for collection of Value added Tax on
supplies made through a digital marketplace.

3. Policy Background

The primary objective of the Legal Notice is to provide the legal
instrument to enable the government implement the tax measures
necessary for funding its economic development and growth agenda.

:. )

3.1



9.2. Worldwide, digital technologies are quickly changing the way we
conduct business, a situation we could not foresee a generation ago.

3.3 This increase in the digital space has opened the Kenyan market to the
outside world allowing non-residents to supply digital services to
Kenyan consumers without having a physical presence in Kenya.

3.4. Value added Tax is a consumption tax and is accounted for by the
supplier.

3.5. The local suppliers have been accounting for Value added Tax on their
supplies, while non-resident suppliers offering the same services having
not been accounting for Value added Tax leading to unfair advantage to
the local suppliers.

8.6. To allow equity and fairness, there is need to provide a mechanism to
allow the non-resident suppliers who account for a large percentage of
the digital marketplace in Kenya, to register and account for VAT on
supplies made in Kenya.

9.7. In response to this, The National Assembly enacted sections S(Z), S(8),
5(9) and 8(S) of the Value added Tax through the Finance Act zor9.
These provisions clarify that, the supplies made through a digital
marketplace are subject to VAT.

4. Consultation Outcome

4.7 The Kenya Revenue Authority informed the public and relevant
stakeholders of the development of the Value added Tax (Digital
Marketplace Supply) Regulations, 2o2o in compliance with the law and
sought their comments on the same in a Public Notice published on
Friday, the zgtt M.y, z.oz,o (Copy attached). The Kenya Revenue
Authority received feedback from various stakeholders and industry
players including: Netflix, Bolt, KEPSA, Anjarwalla & Ktranna, Africa
Practice among others.

5. Impact

The Legal Notice provides for provides a mechanism for collection of
VAT on supplies made through a digital marketplace. It is expected that
this regulation will lead to an ensure compliance for suppliers in the
digital marketplace and thus equity in administration of taxes.

6. Monitoring and review

The Legal Notice will be implemented by the Kenya Revenue Authority
and will be operational from the date of publication.

7. Request to the National Assembly

1
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8.

The National Assembly is requested to:

a) Note the contents of this memorandum.

b) Approve Legal Notice No. r9o of zozo

Cabinet Secretary,

Ttre National Treasury & Planning,

NAIROBI

?



6,p ENYA VENUE

tsAC( l'O LOC

Draft Valu Added Tax (Digital Marketplace Supply) Regulations, 2020

PUBLIC 29i05/2020

Following amenciments to the vAT Act, 2013 by the Finance Act, 2019. clarifying that
VAT ls appl to supplies made through a digital marketplace, the Kenya Revenue
Authority

(DtGtTAL

currently

d like to inform members of the public that the draft VALUE ADDED TAX

Pl-AcE SUPPLY) REGUtArloNs, 2020 have been devetoped and are

Kenya and t

on the Kenya Revenue Authority website.

consultation and pubhc participation as stipulated in the Constitution of
statutory lnstruments Act, 2013, the Kenya Revenue Authority invrles

sector tax professionals and members of the public to subnrit their comments on
the draft reg

The comme

Bevenue

should be addressed in writing to the commissioner General. Kenya

P.O Box 48240-00100, Nairobi or emailed to;
stakehol ent@kra.go.ke to be received on or before tvlonday. 1Sth June 2020
to facilitate review and finalisation of the Regulations

For fufiher rification and facilitation, please contact the Contact Centre on Tel: ozo 4
099 999 or Email callcentre@kra.go.ke999 999, 071

Commissioner General

Never rnr a thing about KRA

EI

To ensure

Email

pply-re gulalions.-2020 1,2
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