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Section 39 B of ITA was amended to grant 

tax rebate to any employer who engages at 

least ten graduates from Technical and 

Vocational  Education and Training 

Centers for a period of six to twelve 

months in any year of income.

( Tax rebate is a claim of reimbursement 

that a taxpayer can make on his taxable 

income during tax filing. This reduces tax 

liabilities ) .
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Private Electricity companies are eligible to 

claim ID on capital costs of setting up the 

plants with the objective to reduce the high 

cost of electricity.
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Contributions to  NHIF shall qualify for 

personal relief of 15% of the total amount, 

subject to a limit of KES 60,000 per annum.
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Interest expenses in excess of 30%  on 

EBITDA excluding exempt income will be 

disallowed. Income restrictions will apply 

to; Interest on all loans, Payments 

economically equivalent to interest, 

Expenses incurred in connection with 

raising of finance.

The new  provisions do not apply to 

financial institutions and micro enterprises 

registered under Micro and Small 

Enterprises Act.
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In order to align our tax laws with OECD 

Base Erosion and Profit Shifting Action 13  

regarding country-by-country reporting. 

Ultimate Parent Entities of Multinational 

Enterprises Group will be required to 

submit Annual returns to KRA, describing 

the group’s financial activities in Kenya 

and all other jurisdictions in which it has a 

taxable presence.
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The Act amended the TPA and the 

miscellaneous fees and levies act to provide 

protection to taxpayers from being charged 

interest and penalties on outstanding 

liabilities that can be offset with an approved 

tax refund.
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Taxpayers are required to claim capital 

allowance on a straight-line basis as 

opposed to the reducing balance
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The Value Added Tax (Electronic Tax Invoice) 

Regulations, 2020 were gazette on 25th September 

2020 vide Legal Notice No. 189 of 2020

The roll out of the Electronic Tax Invoice pursuant to the 

provisions of the Value Added Tax (Electronic Tax 

Invoice) Regulations, 2020 shall commence on 1st 

August 2021.

All VAT registered taxpayers shall thereafter be required 

to comply with the requirements of the regulations on 

implementation of the Electronic Tax Invoice within a 

period of twelve (12) months from the date of the roll 

out.

Where a person is unable to comply within the timelines, 

they shall apply to the Commissioner Domestic Taxes 

for extension of time to comply which shall not exceed 

six months as provided for in the regulations. The 

application for extension shall be made at least thirty 

(30) days before the expiry of the twelve-month period 

specified.



➢ Employment cost 
inconsistencies

➢ Corporation Tax and 
VAT inconsistencies
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ISSUES FLAGGED BY 

Kenya Revenue Authority
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➢ Salary Figure: Accounts (IT2C) 
versus PAYE RETURNS (P10)

➢ PAYE not paid on time/ Failure to 
file returns/ filing nil returns

➢ Significant fluctuations in PAYE

➢Director's fees vis a vis the 
standard of living
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➢ Failure to separate sources of income 
i.e. , business income, rental income, 
farming income, interest income and 
other incomes.

➢ Perpetual losses

➢ Variance in income: VAT returns(VAT 
3) and Income as per Accounts(IT2C)

➢ Expenses without matching income 
e.g. , rental

➢ Gross profit margin versus the 
industry average

➢ Third party information- WHT and 
stamp duty, NTSA



VAT inconsistencies triggersHome KKCO

➢Consistently in a refund position

➢ Third party information - WVAT 
and tax returns

➢ Sales inconsistencies

➢ VAT refund claims

➢Consistently filing VAT returns late

➢Non-compliance with ETR 
regulations 
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Variances between;

1. Employment cost in IT2C and P10 

returns;

2. IT2C  and VAT3 sales puts the taxpayer 

at risk of;

➢ KRA audits

➢ Loosing opportunities for compliance

➢ Reduced cashflows for paying hefty 

penalties and interest

➢ Operations inefficiencies

➢ Higher tax liabilities either 

Corporation/VAT/PAYE/WHT
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Tax is a critical component of 
strategic approaches to achieving 
desired business goals. 

Therefore, tax compliance goes   
above and beyond tax accounting 
balances and includes ;

❑ Reporting on Tax compliance

❑ Strategic Tax planning.
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Measures to avoid inconsistencies to 
ensure Tax compliance;

➢ The taxpayer should do reconciliations 
on a monthly basis.

➢ Incase of huge variances the taxpayer 
should  consider a tax health check.

➢ Invest in training accounting 
personnel and management on tax 
risk mitigation.

➢ Identify existing and potential 
exposures then take advantage of the 
ongoing Voluntary disclosure program.



❖ It is a program that was introduced by 

the Finance Act of 2020 by inserting 

section 37D of to the Tax Procedures 

Act.

❖ VTDP allows the taxpayer to 

confidentially disclose tax liabilities that 

were previously undisclosed to the 

Commissioner for the purpose of being 

granted relief of penalties and interest 

of the tax disclosed.
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o The program took effect on 1st January 2021 and shall 
run for a period of 3 years up to 31st December 2023.

o If the Commissioner is satisfied with the facts disclosed 
in the application, the taxpayer shall be granted a relief 
of the interest and penalty due on the tax disclosed and 
paid as follows-

o 100% remission where the disclosure is made, and tax 
liability paid in the first year of the program

o 50% remission where the disclosure is made, and tax 
liability paid in the second year of the program

o 25% remission where the disclosure is made, and tax 
liability paid in the final year of the program
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Tax planning is the analysis of a financial 

situation, transaction and plan to ensure that 

all elements work together to allow you to pay 

the lowest taxes possible.

Importance of Tax planning;

➢ Compliance

➢ Savings
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➢ Use tax data as an integral part of the 

business decision making

➢ Integrate tax data with operations;

➢ Engage the tax functions with external 

stakeholders; and 

➢ Elevate the tax function to the role of 

strategic contributor



o Failure to deduct and remit withholding taxes

o Not filing annual tax returns by PIN holders

o Instalment tax compliance.

o Transfer pricing

o Handling tax disputes

o Tax agency notices

o Valid tax exemption certificate

Home KKCO



About us

KKCO East Africa LLP is an independent accounting and advisory firm of Certified Public Accountants, situated in Kenya
with a vision for significant growth across the continent of Africa. Established in 1985 by two founding partners: FCPA Isaiah
Kimani and FCPA Joshua Kerretts.

Our International Link – DFK International
The firm is an independent member of DFK International (“DFK”). DFK provides a coordinated and proven delivery
mechanism across 90 countries worldwide. DFK is a major international association of independent accounting firms
and business advisers that has been meeting the needs of clients with interests in more than one country for over 50
years.

Our Goal
Our goal is to take the mystery out of investing, managing risk, compliance with new tax requirements, and preserving
your wealth. We help you to acquire the information you need to pursue your financial objectives and thus, hope to
establish long and trusted relationships.

Contacts
For further information on the above presentation, as well as other matters regarding taxation, kindly contact the
following.

DISCLAIMER

The data contained in this presentation is based on our knowledge, understanding and
interpretation of current laws and practices. Whilst reasonable efforts and care have been exercised
in ensuring the accuracy and completeness of the information, we will not accept any liability for
any errors or omissions contained herein whether caused by negligence or otherwise, or for any
loss, however caused or sustained by anyone who places reliance on the contents. The information
contained herein is for guidance only and should not be used as a basis of decision-making without
appropriate legal and professional advice. We do not own copyright over any of the images used
and we give credit to their publishers.

CPA Nimrod Kurgat 

Partner, Audit & Tax 
nimrod@kkcoeastafrica.com

CPA Tabitha Njogu

Manager, Senior Tax Associate 
tabitha.njogu@kkcoeastafrica.com
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