
EXPLANATORY MEMORANDUM TO THE VALUE ADDED TAX ACT:
DIGITAL MARKETPLACE SUPPLY REGULATIONS, 2O2O

LEGAL NOTICE NO. r9o of zozo

PART I
Name of Statutory Instrument

Name of Parent Act

Enacted Pursuant to

Name of the
Ministry/Department

: Value Added Tax (Digital Marketplace
Supply) Regulations,2o2o

: Value Added Tax Act, No. 35 of zor3

: Section S(8) read together with
section 6T of the Value Added Tax ACt, 

-'

,No. 35 of zor3

I j . .. ...'r

Gazetted on

PART II

1. Purpose of the Statutory Instrument R

r: The National Treasury and Planning.'

: z5[i septembJrir]]ii 
I 707(1 T]hrtuO*,

i .z,ar*rttatu- v(tt
fHa.i. ri rcrPaii

1.1. The objective of this Memorandum is to submit the Legal Notice No.
r9o of zo2o for tabling in the National Assembly in accordance with
the provisions of Section rr of the Statutory Instruments Act.

t.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(B) as read together with section 6Z 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.

9.6. 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 2019.
These provisions clarify that, the supplies made through a digital
marketplace are subject to VAT.

4. Consultation Outcome

4.1 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, zozo (Copa attached). The Kenya Revenue
Authority received feedback from various stakeholders and industry
players including: Netflix, Bolt, KEPSA, Anjarwalla & Khanna, 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
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8.

National Assembly is requested to:

Note the contents of this memorandum.

) Approve Legal Notice No. r9o of zozo

Secretary,

National Treasury & Planning,

?



6i ENYA

EAC( 1-O BL

Draft Value ded Tax (Digital Marketplace Supply) Regulations, Z02O

PUBLIC NOTICES 0

Following the a ments to the VAT Act, 2013 by the Finance Act, 2Olg. clarifying that
VAT is appl to supplies made through a digital marketplace, the Kenya Revenue
Authority would I e to inform members of the public that the dratt VALUE ADDED TAx

PLACE SUPPLY) REGULATIONS, 2020 have been developed and are(DTGTTAL MA

currently hosted

To ensure wide

Kenya and the

the Kenya Bevenue Authority website.

Itation and publc participation as stipulated in the constitution of
tatutory lnstruments Act, zafi, the Kenya Flevenue Authority invrles

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

E

The comments

Revenue Aut

be addressed rn 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 Monday. 1Sth June 2020
to facilitate the and finalisation of the Regulations

For further ation and facilitation, please contact the contact centre on Tet: azo 4
999 999, 071 1 999 or Email callcentre@kra.go,ke

Commissioner General

Never rnrss thing about KRA

Email adciress

-lax-digilal-marketplace-supply.re gulalions..2020 t'2
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