Value Added Tax

Tulipe Ushuru, Tujitegemee!



http://www.kra.go.ke/
mailto:corruptionreporting@kra.go.ke
mailto:callcentre@kra.go.ke
mailto:cic@kra.go.ke

Value Added Tax FAQ

www.kra.go.ke

Disclaimer: KRA notifies taxpayers that it will not accept responsibility for payments not received, credited and validated in the relevant KRA accounts.

Corruption Reporting: +254 (0726) 984 668, Email: corruptionreporting@kra.go.ke. Short Messaging Services (SMS): Dial (*572#) or Text to 22572. Contact

Centre: +254 (020) 4 999 999, +254 (0711) 099 999, Email: callcentre@kra.go.ke. Complaints & Information Center Hotlines: +254 (0) 20 281 7700/ 7800,
+254 (0) 20 3 343 342, Email: cic@kra.go.ke


http://www.kra.go.ke/
mailto:corruptionreporting@kra.go.ke
mailto:callcentre@kra.go.ke
mailto:cic@kra.go.ke

What is Value Added Tax (VAT)?

VAT is an indirect tax paid by the person who consumes
taxable goods and taxable services supplied in Kenya
and/or imported into Kenya. It is a consumption tax on
goods and services.

Who collects VAT?

The tax is collected at designated points by VAT registered
persons who act as agents of the Government. These
registered persons are required to charge and account for VAT
as per the effective date of registration for the obligation.

Who should register for VAT?

Any person who has supplied or who expects to supply
taxable goods or services with a value of KSh. 5 Million or
more in a period of 12 monthsis required to register for VAT
within 30 days of becoming liable for registration. However,
a person can voluntarily register where their threshold is
below KSh. 5 Million.

However, persons supplying imported digital services over
the internet, through an electronic network or through a
digital marketplace are required to register for VAT
irrespective of the threshold of their supplies.
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Which are the main laws in administering VAT?

i. VAT Act, Cap 476 and its subsidiary legislation as
follows -

e VAT Regulations, 2017

e VAT (Electronic Tax Invoice) Regulations, 2020

e VAT (Electronic, Interest and Digital Marketplace
Supply) Regulations, 2023

i. Tax Procedures Act, Cap 469B

iii. East Africa Community Customs Management Act,
2004 in relation to import VAT.

What is a Tax Point in VAT administration?
A Tax Point is the time at which one recognizes or charges
VAT.
It is the earlier of the following;
i. Delivery of a good or performance of a service
i. Issuance of a Certificate e.g Architect
jii. Issuance of an invoice
iv. Receipt of part or full payment on account of supply.

NB: In the case of the national carrier, the time of supply is

the date on which the goods are delivered or services
performed.

How does VAT operate?

VAT operates on an Input — OQutput Principle
i. Input tax refers to VAT charged on purchases of
taxable supplies and expenses for business purposes.
ii. Output tax refers to the VAT charged on the sales of
taxable goods or services.

Tax payable is the difference between the Output tax and the
Input tax as demonstrated below -



Output Tax— Input Tax =Tax Payable

What are the VAT rates?

The following are the VAT rates;

1) 16%- General rate for Goods and Services. This includes
from 1t July 2023, petroleum oils such as Motor spirits
(Diesel, Super, Aviation spirit etc.).

ii) 0% - for Zero-rated supply. Goods listed in the Second
Schedule to the VAT Act e.g. Exportation of goods, goods and
taxable services supplied to EPZ/ Special Economic Zone
enterprises, supplies to specific privileged persons and
public bodies. From 1st July 2023 supplies include the
exportation of taxable services, inbound international sea
freight services provided by registered companies, the supply
of LPG gas, electric buses, motorcycles and bicycles, supply
of locally assembled and manufactured mobile phones,
supply of solar and lithium ion batteries etc.

What is the difference between zero rated and
exempt supplies?

Exempt supplies are not taxable while the zero rated are
taxable at zero percent, therefore a supplier of zero rated
supplier is entitled to Input tax deduction while a supplier
of exempt goods is not entitled to input tax deduction
relating their exempt supplies.

How is VAT accounted for?

VAT is accounted for through;
i. Issuance of tax invoices
i. Inputtaxdeduction.
ii. Keeping of records.
iv. Submission of returns.



What is a tax invoice?

This is an electronic tax invoice issued by a registered
person and contains details of the sale transaction including
the VAT charged. It should be TIMs or eTIMS generated
invoice that is electronically transmitted to KRA.

For further assistance, visit KRA Tax Service Offices countrywide.
For other KRA services call Tel: 020 4 999 999 or 0711 099 999 or Email: callcentre@kra.go.ke

For complaints and integrity reporting call Tel: +254 (0) 20 2817700/7800 or +254 (0) 203 343 342 or Email:
cic@kra.go.ke
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