








































































































































































































































































































































































































8. Additionally, and more importantly, these guidelines will enhance accountability in
the processing, granting and administering of exemptions that are provided for in the tax
laws. Of importance to note is that Accounting Officers requesting for such
exemptions/waivers will be accountable for the requests and approvals grented.

9.  All Accounting Officers are expected to obtain concurtence from the National
Treasury before finalizing any contract or agreement that provide for eny exemption.

in

The principle intent of these guidelines is therefore, to:

i, enhance accountability in the processing, granting and administering of
exemptions that are provided for in the tax laws
ii. Protect and promote the public interest;
iii. Support the constitutional principle of the rule of law.

11.  In this respect, the following guidelines shall strictly be followed while applying,
processing and epproving any exemption going forward.

JIL. THE SPECIFIC GUIDELINES
A. Requesting for Jixemptions from the National Treasury

12. Al letters to the National Treasury requesting for an exemption sheil be sipned by
the respective Accounting Officer (Principal Secretery) without deleppiion or by the
~~gpeciive Cabinet Sceretary. In the event of delepsition, the Accounting Officer shall notify
__e Nationsl Treasury, the person who will act on his or her behalf for {h Timited period
when the respective Accounting Officer or the Cabinet Secretary it not eveileble.

13. The Accounting Officers are further notificd that hencefoth, they are required fo

b -initial all the pages or documents supporting the requests for en cxemption. Any letier
requesting for the same including the supporting documents not initisled on «ll pages shall
not be processed.

14.  Awy letter to the National Treasury requesting for an exemption will henccforth
require a paragraph committing the Accounting Officer to state thathe or she has confinmed

that the itenss requested for, would be solely used for the specific project. The following -
is the proposed language:

“I have confirmed that ofl the itens listed in this request exe consistent with the approved
riaster list. I undertalce fo ensure that the requested goods, equiprient including motor
vehicles end services ere used for the intended purpose during he irsplementation of the
project and will ensure full accountability in line with paragraph 23 of these guidelines.”

[




15.  The letter shall also contain details of the project being implemented including its
objectives and if the said project is approved and faciored in the budget or not. The start

and end dates of the project must be indicated in the leter.

B. Amendment and Rejection of an Exemption

16.  In the event that any of the requests for an exemption does not conform to all the
requirements specified in these guidelines, the Principal Secretary, National Treasury shal’
write & letter to the respective Accounting Officer wlhio had made the application requesting
for the hecessary amendments so as to conform to these guidelines.

17. Therequest for an exemption shall be rejected i (i) the National Treasury hasreason

to believe that the request was made based on inaccurate or erroneous information; or (ii)
there is no provision in the fex laws to grant the requesi; or (iii) does 1ot meet the
requirements for the Special Operating Framework i Section G of this circular, Such :
rejection will be communicated back to the requesting Accounting Officer by the Principal
Secretary, Nationz] Treasury. |

C. Processing of an Lixemption

I18.  The National Treasury will review and process all the applications to ensure they
comply with the respective tax laws and these guidelines. - Afier the review, a
rocommendation will be forwarded for consideration to the Cabijnet Secretary, National

Treasury and Planning,

1. The National Trezsury will communicate the decision on any request for exemption
through the Principal Secretaty/National Treasury to the Accounting Officer who had made
the request, :

D. E:;_emption on Goods and Equipment, including Motur Vehicles

0.  When applying for an exemption in respect of goods 1 equipment, including motor
vehicles, the following information/documents (saraple tal)s 1) shall be provided:

8. Anmasterlist. Thisis a list of all the goods znd equipment, including motor vehicles
that ere to be used in the implementation of the identificd project;
b.  The master jst should separate the categorics of goods as follows:
i.  The goods that will be consumed in ihe iwplementation of the project - the

consumables;
ii. The goods that will be transferred to thie Government on completion of the
project; :
iii. The goods belonging to the contractor and which will be re-exported on
commpletion of the project. :
C.  Acopy ofthe Funding Agreement and the contract for the project implementation;

/
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d. A copy of the contractor’s requ est/application letter;

o.  The commencement and completion dates of the project;

£ Recommendation by the Miristry on the exemption being applied for, which shall
include the language in Perepraph 14. '
At this point, no invoices are required. However, the quantities and the
estimated costs of the goods should be provided.

Sample Table &

NO. Master List No | Description Quantity of Goods | Unit cost Value

1
2
3

Specific Exemptions after the Approval of the Master List

21.  Uponreceipt of the epproved master Jist from the National Treesury, the Accouriing
Officer shall be requited fo apply for specific exemption on a case-by-case basis. The
application for imported geods end those purchased locally should be wade
separalely so as to maie tha processing of the exemption more efficient. The specific
iterns applied for in this second case, met e contained in the mastes list that was inifially
approved by the Netional Treasury and Plauning.

Ly]

29, 'The application letter for the specific tex exemption must provide (Sample Table
)
a. The quaniity/amount spproved in the Master list (a copy of the approved master list
must be attached);
b. The quaniity/amount elreacy imporied and exempted;
c. The quardity/amount being, epplied for in the current application
d. The balance of goods initially approved

Sample Eable 11 |
NO. | Master | Description | CQrantity/ Quantity/A | Balance of the Quantity | Unit | Value
List Ko Lottt of | mount  of Quantities/Amount | of goods | cost
(oods Goods of Goods from the | applied
Tnitially Yurchased/ | Approved Master | for
Aypproved | Yinported list
1
2
3




invoices, packing lists, Airway bills/Bills of Lading and road consignment note among
others to facilitate the processing of the tax exemption Iweaiver/variation /remission on &
national tax, g fee of charge letter for forwarding to Kenya Revenue Authority.

Please note:

) the consignee of the goods including the motor vehicles should be the contractor
implemeating the project or the MDA’s implementing the project;

i) the motor vehicles imported under the project should be registered in the name
of the project and transferred to the Ministry or the public institutions
implementing (he project after the completion of the project; and

Tevenue o the goods exempted by the Contractor, The security bond shall be
cancelled orly when the Convmissioner of Customs and Border Coptol in
consultation with ihe respective Accounting Officer, is satisfied thet the §; nported
BOOds have beci used ju the project works or taxes and other Lscad i Bos
bayalle huve baey peid by the contractor on the remaining 2oods upon
completion of the projec.

E. Exemption from Valne Added Tax (VAT) on Services
24.  Onthe exempticn from VAT on services, the following procedure shall apply:

i. The Aecounting Officer of a State Department/Ministry will make an application to
the Natiogal Trezsuy confitming that nader a particular official aid funded project,
thete will be coniractors for the provision of services, such as consultancies;

i) & custons security bond for imported goods must be executed to secyre the

ii. -Upon receipt of the request, the National Treasury will process the request for

©:emption from VAT;

iii. Upon approval of the application, the National Treasury will communicate t, the
Conwnissioner of Domestic Taxes confirxming that services to the project are either
lax exempt or zero rated, with a copy to the Accounting Officer whe ! made the
request. The Accounting Officer will be requited to forward eny request for
€xemption or wero reting of services to the Kenya Revenue Autherriiy (K RA) for
Processing; end

iv. The Accounting Officer of the relevant State Department/ Ministry will provide a
Tecommendation to the KRA for processing the: tax exemnpt/zero rating before fhe
service is provided based on the contract documents, quotation and invoices fiom
the service provider. This will enable the Domestic Taxes Department at the KRA
to authorize the service provider to do it on exempi/zero refed basis,
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