
Legislative proposals – The Finance Bill 
2025

Oral Submissions to the National 
Assembly

Kenya Renewable Energy Association(KEREA)

May 2025



Table of Contents

01

02

03

04

About the Energy Sector

Contribution of Off Grid Solar

Our Proposals

Q&A

04

05

07

10

9



01

The Energy 
Sector



The Energy Sector Landscape in Kenya
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Kenya Renewable Energy Association
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Off-grid energy has had a measurable 

economic impact. Studies show that 36% of 

rural users of off-grid electricity 

experienced a $35 monthly income 

increase, which is more than half the 

average monthly GDP per capita—a strong 

indicator of improved livelihoods.
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Off-grid technologies, especially in agriculture 

(e.g., solar water pumps), have enabled 

productive use of energy, enhancing food 

security, education, and healthcare. These 

applications are helping rural communities 

become more resilient and economically active.

The Energy Sector

Kenya has made major progress in rural 

energy access, with over 75% of rural areas 

connected via off-grid solutions as of 2023. 

Programs like Lighting Africa have directly 

benefited 9.8 million Kenyans, significantly 

improving quality of life in underserved 

regions.
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The Government has implemented various 

incentives like VAT and import duty exemptions 

on solar products. These policies have 

supported the sector’s growth and ensured that 

renewable energy solutions remain accessible 

to low-income households.
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Contributions 
of Off Grid 
Solar solutions



Contributions of Off Grid Solar (“OGS”) Industry
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Kenya Renewable Energy Association

Independent non-profit organization 

established in 2002.

Formed by members of the Renewable 

Energy Resources Technical Committee 

of KEBS.

Promotes market development, 

stakeholder networking, and quality 

assurance in the sector.

KEREA facilitates collaboration among 

stakeholders, organizes events, and 

conducts research to drive innovation 

and expand the renewable energy market 

in Kenya.

Promotes market development, 

stakeholder networking, and quality 

assurance in the sector.

KEREA actively engages with 

government and regulatory bodies to 

advocate for favorable policies, 

standards, and incentives that support 

the growth of renewable energy in Kenya.

Advocates for favorable renewable 

energy policies and standards in Kenya.

Supports training, certification, and 

accreditation of renewable energy 

practitioners.

Over the past five years, OGS 

companies have distributed 

and sold solar products that 

have significantly contributed to 

Kenya’s electrification rate, 

which currently stands at 

approximately 75%, with an 

estimated 20% attributed to off-

grid solar solutions. 

OGS has served as a 

primary contributor to basic 

electrification for households 

and communities who cannot 

access the national grid 

infrastructure, aligning with 

the goals outlined in the 

Kenya National Electrification 

Strategy (KNES) and 

Kenya’s universal and 

affordable electricity access 

agenda.

The OGS industry has generated 

substantial economic benefits for 

the country. In 2024 alone, OGS   

supported over 5,000 direct formal 

jobs and over 25,000 indirect jobs, 

including dealers, sales agents, 

and technicians.

• Significant tax contributions 

through PAYE, corporate tax, 

import duty, and other levies, 

amounting to about KES 4 billion 

in 2024.

• Economic uplift facilitation for its 

users, estimated at over KES 50 

billion in 2024 alone.

Employment creation

Taxes and economic uplift
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Our Proposals



Proposal 1: Retain VAT exemption on solar and wind 
energy equipment to support clean energy 

development.
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Kenya Renewable Energy Association

Independent non-profit organization 

established in 2002.

Formed by members of the Renewable 

Energy Resources Technical Committee 

of KEBS.

Promotes market development, 

stakeholder networking, and quality 

assurance in the sector.

KEREA facilitates collaboration among 

stakeholders, organizes events, and 

conducts research to drive innovation 

and expand the renewable energy market 

in Kenya.

Advocates for favorable renewable 

energy policies and standards in Kenya.

Supports training, certification, and 

accreditation of renewable energy 

practitioners.

Issue1 Proposal2 Justification3
▪ The Finance Bill 2025 proposes to 

delete Paragraph 113 of Part A of the 

First Schedule to the VAT Act, which 

currently exempts specialized 

equipment for generation of solar 

energy from VAT.

▪ This change would make such 

equipment (e.g., photovoltaic modules, 

inverters, charge controllers,) subject 

to VAT at the standard rate of 16%.

▪ The removal of this exemption is 

expected to increase project costs, 

reduce affordability, and slow down 

Kenya’s clean energy transition.

▪ We propose to amend the Finance 

Bill 2025 to retain Paragraph 113 of 

Part A of the First Schedule to the 

VAT Act, thereby preserving the VAT 

exemption for specialized equipment 

used in solar and wind energy 

generation. 

▪ Increased Costs: VAT would raise 

equipment prices, reducing 

affordability and shrinking the off-

grid solar market.

▪ Investment Risk: Higher costs 

threaten project viability and 

discourage private sector 

investment.

▪ Policy Misalignment: Contradicts 

national energy and agricultural 

strategies promoting affordable 

clean energy.

▪ Electrification Impact: Slows down 

energy access in underserved 

regions.



Proposal 2: Proposal to retain supply of solar and lithium-ion 
batteries as zero rated 
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Kenya Renewable Energy Association

Independent non-profit organization 

established in 2002.

Formed by members of the Renewable 

Energy Resources Technical Committee 

of KEBS.

Promotes market development, 

stakeholder networking, and quality 

assurance in the sector.

KEREA facilitates collaboration among 

stakeholders, organizes events, and 

conducts research to drive innovation 

and expand the renewable energy market 

in Kenya.

Promotes market development, 

stakeholder networking, and quality 

assurance in the sector.

KEREA actively engages with 

government and regulatory bodies to 

advocate for favorable policies, 

standards, and incentives that support 

the growth of renewable energy in Kenya.

Advocates for favorable renewable 

energy policies and standards in Kenya.

Supports training, certification, and 

accreditation of renewable energy 

practitioners.

Issue1 Proposal2 Justification3
▪ The Finance Bill 2025 proposes to 

reclassify solar and lithium-ion 

batteries from zero-rated to VAT 

exempt under the VAT Act.

▪ This change would prevent 

manufacturers from claiming input 

VAT, increasing production costs and 

final prices.

▪ The price hike would affect the entire 

off-grid solar value chain, making 

solar solutions less affordable, 

especially for low-income households.

▪ Retain Paragraph 32 of Part A of the 

Second Schedule to the VAT Act in 

its current form, preserving the zero-

rating status for solar and lithium-ion 

batteries.

▪ Cost Impact: Exemption increases 

battery prices by embedding 

unrecoverable VAT, making solar 

systems less affordable.

▪ Regressive nature of exemption: 

Zero-rating ensures tax relief 

reaches end-users, supporting 

energy access for low-income 

households.

▪ Climate Goals: Keeps clean energy 

solutions affordable, supporting 

Kenya’s climate and reducing 

reliance on polluting alternatives.

▪ Sector Stability: Maintains 

competitiveness, protects jobs and 

secures government revenue.
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Q&A
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