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Doctors issue ultimatum for
suspension of e TIMS rollout

KRA finds new trick to nab suppliers after
eTIMS flop

Tax cheats: How KRA seeks to catch small
traders

KRA tightens noose on small businesses as it
misses eTims target



What is Electronic tax invoicing

v' Commonly referred to as e-invoicing

v Refers to a system in which invoices are
electronically validated, signed and details
transmitted to a tax portal on real-time basis

v' Kenya’s version of e-invoicing mandates the use
of electronic invoices for businesses operating in
Kenya
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Why e-invoicing
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&» Promotes compliance
Curbs evasion and ensures timely
Ce) detection of fraudulent traders

.

Ensures easy record-keeping

Ensures easy access to tax
records and information
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Tracing the history

Early 1960s - development of electronic data interchange systems to allow businesses to
exchange data.

2000s - beginning of governments recognizing the potential of e-invoicing in the
reduction of fraud and improvement in tax compliance.

Chile - first country to introduce voluntary e-invoicing in 2001. Later adoption across
Latin America.

Currently, many countries are underway with developing frameworks to give effect to
their implementation.




Implementation by other jurisdictions — successes, failures and lessons for Kenya

Country [ System name

Uganda
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Chile
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Electronic Fiscal
Receipting and
Invoicing Solution
(EFRIS)

Electronic Invoicing
System (EIS)

Smart Invoice

e-VAT

Electronic Tax
Document/Document
o Tributario
Electronico (DTE)

Commencement date

1 January 2021

1 January 2021

Piloting phase - 15
December 2023

Phase 1: 1 October 2022
Phase 2: December 2023
Phase 3: to be rolled out

in 2024

Stage 1: November 2014
Stage 2: August 2016
Stage 3: February 2017
Stage 4: February 2018

Target

taxpayers

VAT
registered

VAT
registered

VAT
registered

VAT-
registered

All
companies

Status of implementation

Made mandatory for all VAT
registered taxpayers in 2021.
Implementation underway

Incentive introduced:10% reward of
the VAT amount on every electronic
invoice requested

Phase 2 targeting other tax types
aside VAT and ToT rolled out
recently

Last phase targeting small VAT
registered taxpayers to be
implemented

Last phase targeting rural
microenterprises was rolled out in
2018

Lesson for
Kenya

Strategic
implementation

Incentives to
enhance
compliance

Consider a phased
implementation/
piloting

Consider a phased
implementation

Proper and
workable systems
are developed over
time



The OECD on e-invoicing
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v' The use of e-invoices requires a proper legal framework

v' The laws adopted ought to be future-proof

v" They should address issues such as:

y)) OECD

BETTER POLICIES FOR BETTER LIVES

data exchange

e-invoice standard

integrity of data content
authenticity of the origin of the data
data privacy

digital security issues
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The legal framework
enabling eTIMS
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1. Section 23A of the Tax Procedures Act

v" Grants the Commissioner mandate to establish an TAx
electronic system through which tax invoices may be

v" Requires that all businesses issue electronic invoices
through the said system and maintain a record of
stocks.

v/ Commissioner may issue an exemption by a notice in
the Gazette.




The legal framework
enabling eTIMS...cont’d
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2. Section 59A of the Tax Procedures Act

v" The Commissioner may establish a data '

management and reporting system for the
submission of electronic documents including
detailed transactional data relating to those
documents.

3. Section 86 of the Tax Procedures Act

v' Sets out the penalty for non-compliance with the
requirement to issue an e-invoice.



Electronic Tax Invoicing
Regulations, 2024
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Exempts the following transactions from the requirement
of an electronic tax invoice:
v' emoluments
v' imports .
v investment allowances including
accounting adjustments '
airline passenger ticketing
interest
fees charged by financial institutions
expenses subject to withholding tax that is a final
tax
services provided by a non-resident person without
a permanent establishment in Kenya;
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Key timelines

1 Sep 2023

it became mandatory for
business-people to
electronically generate
and transmit invoices to
KRA via eTIMS

v/

27 Dec 2023

the timeline for
onboarding onto the
eTIMS Platform was
extended for non-VAT
registered taxpayers to
31 March 2024
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1 Jan 2024

as per the Finance Act
2023, expenditures not
supported by eTIMS-
compliant invoices began
to not be deductible for
tax purposes



Is Kenya’s eTIMS mandatory for
all businesses?

v

Its not limited to VAT-registered persons
alone since all claims for deductions must be
supported by an electronic tax invoice.

Therefore, all persons engaged in
businesses are required to issue electronic
tax invoices, whether registered for VAT or
not (non-VAT taxpayers).
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Recent developments
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Ultimatum by the Kenya Medical Association

Rescission of the decision to exempt farmers Eﬂ 73& *
small businesses with a turnover below KES 5 DEVELOPMENT
million - EA%
YN0
Rolling out of eTIMS Lite targeting players in AU 1

the informal sector
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+254 724 498 999 +254 720 471 209

alex.kanyi@cdhlegal.com lena.onyango@cdhlegal.com
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eTIMS is A software system that allows for

electronic invoicing

J
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Simplifies tax compliance
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in business
I (both VAT & non VAT reglstered
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Which solutions are available on eTIMS?

3. eTIMS online portal

4. System to System integration
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Who may use a system that does not
record stock?

1. 2. 0 s

A person A person using Any person
providing the simplified using a system
services solutions prescribed
by the
Commissioner
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Electronic Tax Invoice Transaction Exemptions

Emoluments . ..
— subject to a) If transactional Information is

PAYE .
Expenses | received through a platform
p_ ‘_ Importation

%‘GEEC;;‘; of goods & recommended by the

: services Lo
\fmal tax Commissioner
b) The information is

transmitted to the Authority’s

Further Basis For Exemption:

Services svstem
provided by a Y

non resident | -Upon application a person
without PE P PP ’ -

provides an alternate method of
——

| recording, storing and
Investment transmitting transaction data
allowances .
Interest | including c) The person’s transaction
Income internal
7 accounting information may not be under
Fees djustments
charged by the mandate of any other
financial

Wutions Ministrx‘ Reﬁulatorx i“
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