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REPUBLIC OF KENYA ir.,^i rl. l".t ,i
( ' ..' l.-'

ELE\'ENTH PARLIAMENT- (FIRST SES$IOI$'] I

THE NATIONAIASSEMBLY

PETITIONS

CONVEYANCING OF APETITION REGARDING VAT ACT

Fklnouruble Mcmbcrs,

Standing Ordct 225(2) requires that the Speaker present to the Flouse' any Petition

other than those presented through alMcmbet'

I therefore wish to convey to the House that my office has received a,petition

rcearcling the value Addei -t.a* Act, 2013. 'I'he perition rvas submitted by the

ti"nynUnio,ofDomestic,Flotels,Iiducationallnstitr.rtronsandHospitalWorkers
reuarcling VrVf levied on scrvice charge on 'I'ips and Granriry in hotels and

festaurants.

i,

iJ!:?NR

'llre Petidon, dated November, 11th, 2013 ts signed by One Hundred and Forty

Ninc (149) cittzcns praying that Parliament amends Scction 13' (1) of the Valuc

.,\cldcil'fnx(V-IVQ l\ct, 201 3'

I{onourzrblc Mcmbers,
.l,his l)ctition thcrclrrrc shall stand cr>mmittcd t() thc l)cpartmcntal (lrlmrnittcc on

liinancc, I)lanninu and'l'radc for consrdcration 'l'hc (-omrnittec is rcquestecl trr

consitlcr thc Pctiti<>n ancl rcport its findings in accordalrcc rvith Standing Ordcr 221

(2).lamrlsrlarvarcthattlrcrcisat]illalvairingpublrcationrvhichalsopfoPoscst()
amcrrrl thc \',\'[' .'\ct, 2013. 'l'hc (]r>mmittcc is at libcrty to considcr this l)ctition

akl'rgsirlc rhc llill rvhcn it is {inallv rcfctrcd to thcrn'

Thank youl

THE H N. JUSTIN B.N. MUTURI, MP
ATIOF THES A
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REPUBLIC OF KENYA

ELEVENTH PARLIAMENT- (FIRST SESSION)

THE NATIONAL ASSEMBLY

PETITIONS

PETITION REGARDIN GVAT ACT
CONVEYANCING OF A

Honourablc Mcmbcrs,

restaufants

Stanclrng Order 225(2) requires that the Speaker Present to the House' any Peutron

other than those presented through dMember'

I thcreflore wish to convcy to the House that my oflFrce has received a.petitron

reg:rrdrng the Valuc Addei Ta* r\ct, 2013' The Peution was submitted by the

I(enya Unron oI Domesuc, Hotels, Educational Insutuuons and Hosprtal Workers

regarding VA-I' levred on serflcc charge on lips and Graturry in hotels and

T'he Peution, dated Novembcr, 11'h,2013 is srgned by One Hundred and Forty

Nrne (149) cluzens praylflg that ParLament amends Sccrion 13' (7) of thc Value

i\dcled1-ax(Vl\1) r\ct, 201 3

Honourablc Members,

'l'hrs l)ctttton lhcrcf<rrc shali stancl committccl to thc l)cpattmcntal (]r>mmtttcc on

I'rnancc, Plannrn.g and l'r'adc for c<>nsttlcrauon 'I'hc (]omrnlttce ts rcclucstcd ttr

consrrlcr thc Pcutron ancl rcport tts findinqs tn accorclancc rvith Stanchng orck't 22J

(2). I am alstl au'are thtt therc rs a l}ll awal ng pubhcatron rvhich also PtoPoscs to

emcnclthc\',\'t',\ct,2013'l'hc(l()trlmlttcclsatllbcttytocoustclctthtsl)ctrtton
alonqstrlc thc llrlt rvhcn rt rs finallv tcfcrrcd to thcm'

Thank You!

THE H N.JUSTIN B.N. MUTURI' MP
OF TH AT NSP

Novembc r 14'h ') 13

AS E LY



Chairman: Joseph Ole Keiyua

Secretary General: Albert N. Obed

Treasurer: Michael K. Yaa

o,, n"r, glllA1g/vaTJsc/o:! 3

Your Ref
All Cofiespondence to be addressed lo lhe

676

HEADQUARTERS
Sonalux House, 4th Floor
Moi Avenue,

PO Box 41763-00100 NBI

Iel'. +254 20-2241509
+254 2243806

Cell: +254 7'13 464 006
Fax +254 2212M3
Email: info@kudheiha.co.ke

wkudheiha@ymail.com

Date 1,/1112013

KENYA UNION OF DOMESTIC, HOTELS, EDUCATiOi.iNI
INSTITUTIONS AND HOSPITAL WORKERS

(KUDHETHA WORKERS)

The Hon. Clerk,
The National Assemblv,
(The Parliament)
NAIROBI

OD
oF

=;

12 NoV 2013 cL./)

&
Dear Sir, CLERK'S OFi ICE pltt f tz

RE: VALUE ADDED TAX ACT 2013 _ 160/0 ON SERVICE CHARGE

This Union on behalf of hospitality Sector members, i.e. hotels, Restaurants etc is
raising its concern on the manner in which the new VAT Act, 2013 was enacted by
the Parliament especially on the issue pertaining the application of the Service
Charge.

With reference to the previous VAT Act, Chapter 476 (Cap.494) now repealed, the
Service Charge, tips or Gratuities were not subjected to VAT as Sub-section (b)
clearly stipulates as we quote ", any service charge made in lieu of tips or
gratuities: shall be excluded. Provided that the proceeds of the service charge
referred to in paragraph (b) shall be distributed directly to the employees of hotel
or restaurant, in accordance with a written agreement between the employer and
employees, and the service charge shall not exceed ten per cent of the price of the
service excluding, such service charge" end of the quote.

Surprisingly, the Kenya Revenue Authority is claiming the payment of 16% VAT on
service charge from the Hotels and Restaurants, Claiming that the Service Charge
was not exempted from the tax. ln regard to the definition of "Service" in the Act,
"services". means "anything that is not goods or money "; hence illogical for the
KRA to demand VAT from workers on service charge.

We are petitioninq the Parliament for the a n_13Sub=spctinn
(7) of the current VAT Act, 2013 wh iqh_Sle_arly statesand we "quote", The
constderation for a supply of accommodation or restaurant services shall not
include the Tourism Levy imposed on the supply under the Tourism Act, or,,end of
quote, to rectify the situation and clearly define and exempt the VAT on service
charge, tips and gratuities in hotels and restaurants since these are the workers
benefits directly negotiated and agreed upon by the employees and the employers
in the Collective Bargaining Agreement.
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Branches: Nairobi, Mombasa, Nakuru, Kisumu, Machakos, Eldoret, Nyeri, Kericho, Kisii, Embu, Meru, Nanyuki, Garissa, lsiolo
Kakamega, Malindi, Kitale, Limuru, Kwalc, ilurang'a, Kitui, Bungoma, T/Taveta, Homa bay, Naivasha, Narok, Thika & Kirinyaga.
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benefits directly negotiated and agreed upon by the employees and the
employers in the Collective Bargaining Agreement.

lf the employees are compelled to pay 16% VAT on service charge this is
tantamount to double taxation, taking into account, that Service charge which is
paid on 10%by customers is further subjected to 16% VAT after reconciliation
and before its distributed to employees, and then the same employees will be
required to be subjected to Pay as You Earn (PAYE) from their meagre
salaries, hence overburdening and subjecting them to untold suffering and loss
of income. lt will also be discrimination on their part against the provisions of the
Constitution, the supreme law. How comes that it's only the employees in the
Hotel Sector that are being deducted VAT yet they are not registered as VAT
im plementers?

The negative effects will be enormous which will adversely affect both the
employees and the employers (Tourism Sector). There will be strained
relationship between them, low productivity, poor service delivery, poor morale
and loss of motivation.

Under the above prevailing circumstances, we are appealing to the Parliament
to take up the matter on our behalf, as workers and see that the conflicting
issues are amicably resolved. Otherwise the business will not be as usual.

Yours Fai lly,

ALB
ERALRETARY GE

R



KENYA UNION OF DOMESTIC, HOTELS, EDUCATIONAL
INSTITUTIONS AND HOSPITAL WORKERS

(KUDHEIHA WORKERS)

Chairman: Joseph Ole KeiYua

Secretary General: Albert N. Obed

Treasurer: Michael K. Yaa

Our Ref:

Your Ref

HEADQUARTERS
Sonalux House, 4th Floor
MoiAvenue,
PO Box 41763-00100 NBI

Iel. +254 20-2241509
+2U 2243806

Cell: +254 713 4 006

Fax. +254 2212M3
Email: info@kudheiha.co,ke

wkudheiha@ymail.com

I'ETITION'I'U I'AIII-I MMBNDMBNI'
Date:.........................

OI' VAl AC'I'

All Cofiospondence lo
Sacrchry

2013
o

=

l/We, the undersigned. and on bchrll'otl

i(gNYA TJNION OF DOMESTIC, FIOTI]LS, EDUCAI-ION INS'|ITU'|IONS,
HOSPITALS WORKEII.S (KUDt.tt,tlIA) represe,ting ali r,vorkers in the
hospri12li1, sector with prefbrence ro hoters, r'estaurants, pubs, hostels. caf'es.
butcheries , casinos, villas, residential cottages, tentccl oarnps, sports clut:.
establishrnents providing lodgi,gs, accoinniodations, tiioi.'beverages,
cnte.tainments ol both and any lirrther or-sirnilar establishnr er.rts or instiiut[ns
pioviding catering, transport antl tour.ism services in Kenya.
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Do hercby DRAW thc attcntion of thc House to thc follorving:

AMMFINDMENT oF'l'HE VALUE ADDED TAx ACr 20li srrcrloN r]}(7)'lo INCLLjDE: EXFMp'IroN oF vAI-uu ADI)ED T.,\x or'l sr:-IrvrcE
CFIAITGE.

Following rhe enactrnc,l of the VAI' Act ol' 2tt1i, ir is clear. that tlre
exemDtiorr of VAT on service cha,ge has not bee, i.cirrc{ccr i, the Act as r.vas
in ttre VATAct Cap 476, sccrion 9 (4) (now r.cpealed.l

'I'his ornissio. has raised major co.cerns fi..rn workers in lhat:

' Service charge is inr;rudcir i, the e,rployees' totar crrrnings arrd taxcc
P'A.Y.E ar gross income thcrorbrc iI this ar.ror-rnt is sLr[.r.icctecl again tc
Vn 'i , ir is double raxarion.

' Service charge is a Collecrive rlargai,ing Agreeme,t issue ,esotiateci
and agreed bctr^'cerr the c,rproyeel (union) ar.rd thc crn|royer.s and has
beerr in existence sint.e lq6ga

Branches: Nsirobi, Mombaaa, Nakuru, Kisumu, Machakos, Eldoret, Nyeri, Kericho, Kisii, Embu, Meru, Nanyuki, Garissa, lsiolo

Kakamoga, Malindi, Kitale, Limuru, Kvvale, Murang'a, Kitui, Bungoma, T/Taveta, Homa bay, Naivasha, Narok, Thika & Xirinyaga



r Service char'-u.c is,ot a p.ol'essr.r.rirl scr'rcc p*rvrcrcrr us a co,rnrotirt-y,. lt
is paid in resl)ect ol enrnlover,r.nr.)l(r\ r-,t.r.e!rtirrnsl:ip .l 

IiciciLre ii eurrrror
be surchar.ged VA'l'

' The deductio' or- vA'r' or.r the said service charge is contrarv to
Convention 144 ol ILO wher.e worl<er.s wcl.c not .n,.,rrlt.,l

' Since the enactment of the VA, Act in 2004 the servrce charge has bce,
exempted from VAI-

As a result of the omission, surce its cornuience.rcnt wor.keLs havc becnsubjected to doubre taxation of vA't' ancr p.A y.p *r,i"t., has r.esurted ro rhefollowing:

o There is loss of employees,incorne.
o Loss of employee motivation.
o Poor perfomance riorale of the er-nployee.
o Strained relationship between ernployees and employers.
o There is low productivity in reference to customer relationship.o Low and or poor service delivery to the custorner.
o The workers feel discriminated fr.om other wor.kers.

The same is a violation of atticle 4l of the Constitution to:

. Fair labour practice
o Fair remuneration
o Reasonable working conditions

THAT
This union (KUDHEIHA) and Ke.ya Association or Llotel Keepers &Caterers, on behalf of all workers of the fr.rpit.rf it, scctor vide a letter dated30'h october 20r3 wrote to the p.incipr" sJ*.io.y Ministr.y of Finance fbrclarification on the above matter and to date no response has been r.eceived.

THAT
To date the above matter is not pcnding in any Court of Law, or. Consti tutionalor Legal body and we therefor e believe that its only this Flonourable I-louscwhich can address and act on this crror o I omission



'[llEItEFOIIE your hurnblc pcti(ioncr(s) pray that l)n1-lin111cn1_

Amend the VAT Act,20l3 Scction l3(7) to cxcmpt any scrvicc chargc,
tips, gratuity from any lbrnr ol' valuc Atldcd 'fax to avoid this doublc
taxation.

Scction 9(a) of the valuc atrdctr tax irct cap 476 (now rcpcarcd) pr,vittcd
that:-

In calculatrng thc pricc of acc<lnrmodalron and restaurant sclvrccs _

(a) A,y chargc made rn respect of thc Cateri,g Trarnrng a,d -four is, Dcvelopnrent
Levy; and
(b) Any servrce charge made rn Le, of trps or gratultles, shall be excl,ded
Provrded that the procecds oflthe service chargc referred to r, paragraph (b) shall be
distributed directly to the cmproyees ofthe hotcr or restaurant, rn accordancc wrth a
writte, agreement betwcen the er.,ployer a.d enrployees, a,d tlie scrvrce charge slia
not exceed ten percent ofthe prrce of tlie servrcc excludi,g, s,ch servrcc char.[e.

And your PETITIONER(S) will ever pray.

Name of petitioner: KENYA LINION OF DOMESTIC, HO.IEI_S,
EDUCATION INSTITI]TIONS, FIOSPITALS WORKERS (KUDTIEIHA)
through the SECRETERY GENERAL

C

TNJ

PETITIO concernrng AMMENDMENT OF THE VALUE ADDED TAXACT 2013 TO INC LUDE: EXEMPTION oF VALUI] ADDED TAX ON
SERVICE CHARGE.
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Notes: (l)

(2)

-j I't l)et c:tnhcr, 2001

)vdt iliev,t-';r;,;;r,f fli.,";r";

Dornestic Taxes Department

Prepared for the Staff
by the

Technical Section
This edirion-

(a) includes rhe ametchnents containecl in the
Fina,)ce Act. 1004

(b) has been prepa:rd using the Value Added Tax Act,
Revised Ediripn, 2003, Subsictiary L"g,;;,j;;r' 

'-' '
alcl the Finance Acr, 2004.

[r all qrses rcferences rrrust be rnade to the aL-tual texr of
jl]: Ill-c.lt] lr:t._subsidiirry tcgislariorrs pubrishur t y 

-'
lr)c.(rove ln)eDl printel.and shouJcl tlre ternts an(l tc;tolthis book be at variance with rhc Le_eisllt;u,i. 

'-"'
pu.blished lry rhe Governnrent prinrer. r-h" lrrt.,] ,,rr.t t.followed.

Domes c TBxes DepBrtment
T,lmcs Towcr Bulldlng

Halle Selassle Avcuue lr. O. Box 49070 0010"0 CpO Nall.ot)l KcnlaTclaphoua No. J1090(J l}ox: Z tSail 
'

TIIE VALUE ADDED TAX ACT
(('AP. 176.)

( (iNru,vr.r

I\tga s

THE S UBSIDIARY LEGI.SLATIONS
(RB\.ISED EDITION, 2004)

TTM VALUE ADDED'fAX ACT
(cAP.476)

AND

PR 1, \* (' I l,A I _ t. t :(.; l.\ t A 7- t ( ) 

^,



\',rlrrc ,,1 .rrPIlr, .rrrtl
,r, unp{! l!(l -e(,r)rl\
l(),,t t990.\ t9
l{,)l l99l \ lli
9,,, t 991 . l{)
I ol Ie91,s 12
8,,1 1996 \ l:

9. (l)l'or tlrc l)r.rl)(,sr r)l tl]ls A!1. tlrc l,r\,rb]c \.rluc ol .u)\' \ul)l)l\' ()l

Sotrrls ot \ctvr(-c\ \l),rlll)c -

li,) I 997,. I t{

(,r) lt) ll)c c,r\c ()l .l \ullPl\ l)ro\l(lc(l l)v litc tegr\tcrc(l
Prrs()tr t(),U) ll)(lcl)cr)(lcrl PCI\or] (le,tlllrs ,ll .llnr'\ lergth. the l)i rcc I(\r
\\,lI( l) rl)c \ut)l)ly r\ Ilroyr(ic(i

(b) <:t.ltcrl,rsc llt,u irs prr,r r(lc(l Lrn(lcr l).1,r!:l,rlll) (l). tl)c
I)lrLc .rt \\'hrch thc supplY r,vorrlrl h.rYc bccrt PrrtYrclcd rn

the orrl r,ur c()r.rse r)l busrr)css l)),.r rtqt\tere(l l)crsoD t() n Ir(lcPc dcnt

l)ers()r) clo,rlllt!,rl ,llln \ lcrgth .I)(1. ll) L(r\g\ \\'l]crr no such l)nce rat) bc
(lclcrllrr)c(l ll)c pnLc .lt,rll. 'uhtect lo lhc rcglrl.rlrons. bc ticcrtlctl bv tltc
Conlr.rrssrortcr.

(c) rll the c.rse of lirxab]e gootls rDtportccl rnto Kenya, the sunr of ll)c
[bllou/tng an'lou nts-

(r) thc villLre ol' srrch t.r^.lble gaoods .Lscerlarned for tl)e

l)r,rrposc Lrl'cust()nrs duty ur .rccordarrce u'ith the ('rrstorrrs arrrl
Excrse Act. wl)ethci or nLrt ar)y (luty of customs rs piryalllc or)

I hose goods: alxl

(u) lhc .urount of lhe duty of cusronls. rf any, pu.yable on thosc
gootls rr,lrerhet <rr-n()[ .t len)rsstol n'tity hilvc lreen rsstretl

(d) in lhe case ol'atlxable servrce rlrporled rnlo Kenya the
pflce lrl u/hrch the supply rs provr.led

(2\ c.rlculatlr)g lhc pllce of any, goods for the pulpose
there sh.lll be rncluded at)y an'lount charged

?5

l5 ,,i lu)l s l0

Crp J72

l0(x).,
l00t \
l(n)1..

Ili
1J

in
(l)

of
tnsubscctron

rEspect of -
(a) any wr.rppcr', pockage, box, bottle ol othel'container in
which thc goocis conce:'ned ate contained, and

(b) .rLry otlre: eoods corttuure(l rn ol altirchcd lo such
packagc, box, bottle ot othct cor)t.unct. ilrld

wrappet,

(c) any lrahrLty that the purchaser I)as lo pay ro the vendor by rurson oi
oI irr respect ol the salc in addrlron to the arnount chargecl as prrcc
(u,helher pay.ible at the sarre ltmc or sotne orhet tirne) trrclud )g any
zrrttounl chargc<l for. or ro nlrkc pror'rsron for, advertrsrng finarrcrrrg,
ser'\rcri)9. \r,.rfr. )ly, cotllnlrsston. lt.lIs porltrt tol). etectton ot any othcr
r)t(rttcr Pt(r\ rtlcrl thul tlrc regrrLtlrc:rrs nl.ty tnilke provisrolts lbr the
tlcductrcrrr lrolt) ll)c plrLc ol tl)c \yhole ot itny porttor) of any sucl)
amount ch,rrgcd |l) resllcct o,- ttUlspr)tl.lttclt), etectton ot Ietu tablc
contaiuers.

(3) In ealcLrl.rtrlg tl)c \,,rluc of ,rny servrces for the prrrposes ol
subseclroi) (l). tlrcrc .hirll lrc rrrcirrrle<l anr jt)crdcl)t,ll costs [lcrI.rcd by
the supplrer o1'tl)c \ctvrces l) tl)c c(tut\c ()l rt.takrng ltrs \ul)l)ly to l)r.
cltertI provtclctl rh.lt. t1-thc ( orrrnrrsrrrrrrrr rs satrslletl th.ri tlre srrlipl'ror h.r.
n:utel;,nt.rrlc.r tlrsbrrr.crtrcr)( (o.r tl)l(l l).trl\ .t\.tr).1-gcrtf ()l'hrs clrerrt tltcjt tu!ll
clrsbursulrcnl sh:rll bc cxclutlc<l lloi)1 tl]c t.txi

(J) ll: c,r (ttl,rltnt ll)a l)lrc ()l- .rrcrrr)tltrrrl,rlrtr[ ,lttl rc.l,rtrr.ltl
\CI vILC\ -



Crrp.19J

{ir) itllY cllillgc lllil(lc il) lu\Pcct ()l (l)c (iltclillg 'l-t'itittitl': itttil

Toulisrtt l)elclrrllttlcttl Lclv: ittttl

fflr) 
,,,1,,' sc,\ icc e llirrgt tlllrtlc in lictt r'rl ltps rrt gl;rllrilics:

shirl I 1)c c\cltr(lc(l:
['RrVi<lccl rl]itl ll)e l)lr)cec(is r-rl tlle \crvicc cltalge tetettecl to itt

p;rragtaplt (b) slrirll bc tlisltitrtttcti tlitccllv ltr lhc etttpltrvccs ol tltc

iru,"i ,,,, fcslitrriull. itt ltcctrttlattcc u'illl rt u tiltcrt ilgrccl)lcnl

be twr:cn lltc t:ltllllrl!ct illl(l el)lPl('\'ccs, illl(t lllc sclvicc clt:rt'q"- sltitll

r)ot excce(l tsn PClcelll ol'll)e lllicc ol-lhc self ice excltldin!l' sLlch

sct v ice chrttgc.

(5) Delered bY Fittrrrrcr: Acl l00l

((r) Irt calcul:rting ll)c \'.lluc ol botting arttl gaittling services -

(ar) lhe amoullt staked lry il l)cl-\crlt shit.ll lrc dce lttctl to bc

the cortsiclelation rbr the supply of a service I and

(b) the taxatrle virlue of I strpply trntlel parirgraph (a) ft'rr

any tzl\ period shall bc tltc tolal antount staketl lcss the

anrount of winnings (if any) (luring thltt rax period and

the taxxble value shall be cleetned to be incltlsive of tax'

e taxablc villtle t)f ntobile cc llu)ar phone selrJ lces

cleterminetl fol the duty under theshall be the value of such sewices as

Custours and ExL'ise Act.

Cup 47?

Cap.l3l

Cap.507

Cap.494

chance and irtcludes any pitYlne nl tbr the ptrlchase or use of instrun)ents

of garning within the ttrealtittg of the Belling. [-otteries and Caming Act'

(8) Notwithstanding the provisions of srrbsection (2Xc)'

financial charges incurre<l by a pet'son rvho purchases taxuble gootls on hire

purchase t"r*l f,o'n a taxable l.rotsort engaged in ltirc purchase business irr

tco,:dance with the Hirc-Purchitse Act shall be e'rcltrded tiom the taxable

value.

(9) Notrvithstanding the plovisiotts of subsections (2Xc) and

(3), interest iucutred for late paymetlt of ltrepriceof a tiuable supply of goods

or serrlices shall tre exclrrde<l flont tixilble valuc.

(7) In strbsection (6). the "arnotrnt staked'

ma<le in cash or in kind as cottsidemtiot: for

(10) ln subsectiott (4), "Clatclirlg Tririnirlg

DeveloPntnt Levli' ,r'," 
',,t 

the Levy" b)' tltat llilllle inrposed

secriorr l 6 ot the Hotcls iurd Restalrr.rnls Acl.

PART V - DEDI.]C'TION OI- INPI-JT ]'AX

10. Fol the Ptrlposcs ol-tlris palt -

''ilr lltlt lilx rl)cilns -

melns a n], paylnent

palticipiiting in a garne oi

lrcl Toltrisnt
undcr

htcrpretittion of Pnn
l0,rl lL)()0.s. 20.

(lr) llrr paitl oI tl)c \l.ll)l)lv to il rctistclc(l I)t:rs()ll ()l lttl;'!rttxls ttI

srrr,icc: tr: hc rrscrl h,v hir)t li)r lhe l)ttII)()sc (rl his lrttsittcss:

l r rttl



l.n t,, trr L Ilrr r.1,

,'r' t,rt.rhlt'rrfl,lr,.
,rr,l r,tI)r,rt( (l !,,,\1.

lr),,1 l()'r0 r l()
r) ('l l0(xr . I l
(r,rl lo0l . l.

lvlrnrstcr nr.r\, arlcnrl
Sel:cdulcs
l(l ol I $0,s l7
I ol l99l .s -'17

h rl' r rlrn!
l{) ol l9)0.s l6
() ,,r I t)91.r l9
6 ol 1994 S 19

6ol I 997,s, I7
') r,l 2()(X),s 23

l)lo\ t(lr (i
L(rllt\C (,1

,r l,r\,rl)l(
lrrn

JrL t., t, lLt tlrlllt
()l

I\\ r)\,r \\ lrr.rr rl t' ,r l,rl.rlrlr .UI)lrlJ ll],r!l! l)\
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I aluc *ldecl Tctt

01 servlces sl)all be treate(l as sllcccsslYelv

f0.35201-1

the goocls

suppiled lor successtve parts ol the perlod ol the lease ot

agiienrent. ol as detetmined b1'Iarr'. a-nd the.tlnle ol each

.i.".r.ru" suppl.v shall be the earltet ol the (late ou u'lttclt

payment tor rire il.rccessl.'e su1:ply ts clue or tecetYecl

(4) l he nme ot suPply ot tmpotted soocls shall be -

(a) lrl tlle case of goods cleaed lor ltollte use

drrectll' at the polt ol ln)poltatton, ol
goocls enterecl Ior terrtoval to an tnlattcl

statlon alrd thete clea ed lor ltoure ttse' at

tlle tlrne ol ctlstolus cleatartce.

(b) rn tl)e case ol gootls tetttovecl to a

Itceused wateltouse sttbserluettt to

lurpottatron, at the tl[)e ol ttnal cleatance

t t'om the rvatehouse lor hotne tlse.

(c) ln the case of goods telttot'e(l lloln an

exPolt Processlllg zone. at the ulne ot

lerno'r'al tot lrolne ttse,

(d) 111 arry othel case, at the tlllle the goods

are brought tnto KetlYa

PART V_TAXABLE VALTJE

13.(I) SLrblect to thrs Act. tite taxable vaJue ot a

supply, rncludrng a strppll'ot rrnporteil selvlces. shall be-

(a) the consrcleLatlon lol the suppll. or

(b) rt the snppllet and IeclPrerlt are telated, the

open tnarket \'a]ue ol the suPPly

(2) llte taxable value of a supply ol ntobrle cellular

servrces shal,l be the value of tlte servtces as cletettutned lor
the pulposes ol tlte clutl ttttposecl tttltlet the larv telattus to
excrse

(J) Sub:ect to sttbsecttons (+) to (O' tl)e collslderatlorl
tol a supplll tnclrtdtttg a suppll'of lmpolte(l setvtces. shall

be the total ol -

Tartbla \ rluc (rl

supph



9S0

\ tlte \ddulTot

d)e arnottnt lIl tllolle]' Palcl ol Pa-v-able,

drrectly or tndllectl)'. bv anl person tot the

suPpl)'. ol

20i-1
\o.35

(a)

(b) the open rnalket value at the llnie ol the' ' 
suppli'ot an anottnt rn krnd pzucl or payable'

ctrieiri;' or tnchrectll" b1'auy person lor the

suPPI)'. atld

(c) arry taxes, dttttes, lertes, lees ancl cltarges

(oiher than value acldecl tax) partl or payable

on, or bY teason ol tlle suPPll'.

teduced b1' arly dtscounts ol rebales :rllou'ed ancl

accountecl tot at the Illle ol thc stlPPly

(4) the consrclelatron loI a sr.rpplv shall lnclude tlle

anr ount chalqed tot -
(a) any \\TaPper. package, box. bottle, or other' 

"oirtoll"i 
rn rvhrch goocls are supplred'

(b) any otllel goods contallled ttl oL attached to

the ',r-rapper' package, box, bottle or other

contaurer teleuecl to rn paragraplt (a),or

(c) any lrabrlrty that the Purcliaset llas to pay to

the vertdot by teason of or tn lesPect of .dle
strppll'rn aclchttoli to the zunottnt chalged as

puce.

(5) ln calculatrrls the \alue ot atrl' setrtces for the

pu,poi-t ot subsectron (1). there shall be tttcluded arty

incrdental costs tncnrred b1' tlte slrpplrer ol tlte setvtces tn

the coutse ol tnalitng tlte suppll'to tlre cllent

Prorrclecl lhat. lt the (ottttnrsstonet ts sattsttetl tltat the

sr.rppher has tttetell' ruacle a dlsbutsel)lent to a tluld patty

nr'* og"nt ol hts cltenr, then sucll cltsbutseutent sltall be

excluded ttotn tlte taxable va]ue

(6) I lie consrder atton tor a suppll' shall ttot tnclucle -

(a) tn the casc ol a supply of goods undet a lttte
ptttcltase agreemel)t. auv ttnanctal chatge
payable ln relatlon to a strpply ot ctedtt uuder

tlle aql eelnent, 01



(7) lhe c nso trra o o aI S o a INomp vP
or
irn

tal'es u'an se!' ces s dh on cII de dre o 1tu ms Le v
eds e su nu ed eh uo sU An) c oI)

:013

95 I

I olre ..\dtlcd f tt.t

(b) a:ry lutelest lnculle(l lol tlie late pavltrr-nt ol

(8) For t e purposes of this A 'a person ls r ated to

\0.35

\o lE oi l0l I

ct
another person if-

(a) erthel pelson par.ticipates, dir.ectly or
indirectly, in the managenlent. contl.ol ol-
tlie caprral ot the business of the other':

(b) a dlrd pelson partrcipares, drlectlv or.
indiIectll,. rn thE rrranagernent, cor)trol ot
capital ot the busrness of both: or

(c) an indrr.idual u,ho parlrcipates in rl)e
Illanagetneut, colltlol or. capltal of the
business ol one. rs assocratecl by mar.rrage,
consangtinity or allrnitl., to an inclivrdual
u,ho participates in the managentent,
control ol capital of the business of the
othel.

14. ( l ) The taxable va.lue of imported goods shall
be the sum ot-

(a) the value ot the goods ascertained lor the
purpose oi cnstorns duty, in accorclan"-
u.ith the.East Alr.rca.n Cornmunitv Custon
Malagerrreut Act, 2004, u,hetlier or not
any dut), ol custorr)s rs pal,able on the
goocls;

(b) to the exreut not incluclecl uncler
par ag raph (ir)-

(i) the cost ol lusurarlce ancl lr.erght
incrrrled rtr blrngrng the soods to
Kenva. alcl

(ii) the cost ol services ueated as palt
ol the rm1>ortecl goocls under.thrs
seco oo: an(i

(c) tire arrrount ol (lutv ol custours, rl anv.
pa-rcl on tlrose goocls

(2) Llnless thd contexl otheru,ise lequir.es. a sLrppli,ol
sel'vices that is ancrllar.l, or urcl(lenlal to ihe rnrpoltition ol
goods shall be ueatecl as par.t ol lhe rntportatlon.

Taxable ralue oi
rmported loodt.
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30th October 2013

Dr. Kamau Thugge, EBS

Principal Secretary,
Natlonal Treasury.
Treasury building, Harambee Avenue
P.O Box 30007
Nairobi.
(Atin: Wa Nyambura)
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Dear 5ir,

RE [ARIF N VAT

The aforementioned subject forms our basis of our writing to your oifice.

Kenya Association of Hotelkeepers & Caterers is the umbrella association for hotels, lodges, restaurant,
airline caterers and conference facility providers. The association's core responsibility is to represent the
interests of its members. This is discharged through collaboration with various partners and
stakeholders of which the government is key. we have had fruitful engagements with Treasury and are
keen to enhance the good relationship we have nurtured.

Following the enactment ofthe VAT Act, we have received several enquiries from our members wishing
to know the treatment of service charge. We would like to reiterate that the service charge collected by
our members is distributed to the employees on a monthly basis as per the overall collective bargaining
agreement, which is registered at the lndustrial court. Hence the same is taxed through the employees,
monthly payroll. This was exempted from V.A.T under section 9(4) of the old V.A.T Act.

However, the new vAT Act does not make any express provision of this clause and as a result, there is
confusion that has been sparked in the industry creating uncertainty and suspense as to what is the
correct way to go about it. We have also written to Kenya Revenue Authority asking for clarification on
the same issue; vide a letter dated 9th october 2013, of which a copy is attached. we however do
understand that as the poliry making ministry of the Bovernment, it would be desirable if we can obtain
a response so that we advise our members who are a law abiding corporate citizenry.

We also request for an appointment with Treasury and of which KRA can also be invited so that we can
discuss this across the table to reach to a speedy conclusion oi the matter so that our menrbers are
properly arJvised on what to do. we believe that such a meet;ng wrll form a good engag€rnent on the
aforesaid matter and other concerns that we wish to share.

'rirj!r, , rr r
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Yr., ur s fat hfuiiy

Mike haria
Chief E utive Officer
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Date 2nd ctober 20'1 3

To Alt ntonizable Assocrales

From Hu n Resources Manager

Sublect Ser ce Charge

uear Associates,

ThrS is to notify yo

levy effective from

that due to lhe recently passed VAT bill, servrce charge wrll a|racl a 160/o

e nrontlr on Septembei 20.13

r r,', ,lil I4
- ilo( r/ i

r#(i I

r.fril: I,'l r'! I

Manager

\ or-lrs Farthf ully,

--+\^'.
Ii-.'5

t{/
l r '')

.{[r( r,

Dorcas Waweru
Human Resourc

,-2"
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/**t ANGHITI RESTAURANTANGHITI RESTAURANT

New Rehema l-louse.

Rhapla Road. W660ands

P O. Box 66205 Nairobi. K€nya !
Tsl'. 4441258 I 4411239

F a* 254-204412553

nOpposits Miri Market, Mulhaiga.

P O.8ox 66205 Naircbi, Kenya

T6l: 3740292. 37 53296
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