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Project Implementation Partners
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Donor Partner

The Financial Sector Deepening Kenya 
(FSD Kenya) is an independent Trust 
dedicated to the achievement of an 
inclusive financial system that supports 
Kenya’s long-term development goals. 
We work closely with Government, the 
financial services industry and other 
partners to develop financial solutions 
that better address the real world 
challenges faced by low-income 
households, enterprises and 
underserved groups such as women 
and youth.

FSD Kenya has programs in Affordable 
Housing and Policy and this project was 
designed to help enable and unlock 
supply of affordable housing in Kenya.

Private Sector Partner
The Kenya Property Developers Association 
was established in Nairobi in 2006 as the 
representative body of the residential, 
commercial and industrial property 
development sector in Kenya. It is a 
Business Member Organization, which 
works in proactive partnership with policy-
makers, financiers and citizens to ensure 
that the property development industry 
grows rapidly but in an organized, efficient, 
economical and ethical manner.

The KPDA Affordable Housing Task Force 
was started in 2017 with the objective of 
scaling up affordable housing in Kenya. The 
Task Force has programs in housing Supply, 
Demand and Policy. This project falls under 
the Policy program, within the workstream 
of national policies and incentives. 

Government Partner
The Kenya Property Developers Association 
was established in Nairobi in 2006 as the 
representative body of the residential, 
commercial and industrial property 
development sector in Kenya. It is a 
Business Member Organization, which 
works in proactive partnership with policy-
makers, financiers and citizens to ensure 
that the property development industry 
grows rapidly but in an organized, efficient, 
economical and ethical manner.

The KPDA Affordable Housing Task Force 
was started in 2017 with the objective of 
scaling up affordable housing in Kenya. The 
Task Force has programs in housing Supply, 
Demand and Policy. This project falls under 
the Policy program, within the workstream 
of national policies and incentives. 
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Income Levels & Type of Housing

3

Middle to 
High; 2.85% 

formally 
employed

Mortgage Gap; 
22.62% formally 

employed

Low cost housing; 
71.82% formally employed

Social housing; 
2.62% formally employed

Income Band

KES 100K & 
Above

KES 50K –
>100K

KES 15K –
>50K

• Dorm style units
• Small units
• Hybrid buildings

• Small unit sizes

• Mix of small sizes in 
central locations & larger 
units in suburban 
locations 

• Large units
• Central locations

• Rental housing

• Predominately 
rental housing

• Mix of ownership & 
rental

• Mix of ownership & 
rental

Unit & Building Type Ownership
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Affordable & Social Housing Requires Incentives
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Intersection of Supply and Demand 
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Increased supply 
and uptake of 

environmentally 
sustainable 

affordable housing 
with community 

friendly social 
amenities

Housing Supply

Direct Objectives
- Increased quality housing supply at various 

price levels
- Improved social and economic amenities 

for residents
- Improved maintenance and management 

of housing

Indirect Objectives
- Job creation through increased 

development
- Lower cost of materials through increased 

economy of scale
- Lower cost of finance for real estate 

development and management

Housing Demand

Direct Objectives
- Increased homeownership through 

affordable housing finance at banks and 
Saccos

- Increased access to household savings for 
down payments and home purchases

- Increase access to affordable, quality rental 
housing

Indirect Objectives
- Greater institutional capital available for 

mortgages and rental housing
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Affordable Housing Incentives - Government of Kenya
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No. Tax Incentive Description
1. Value Added Tax Exemption of VAT on importation and local purchase of goods for the construction of

houses under the Affordable Housing Scheme (AHS) upon recommendation by the CS
responsible for Housing.

2. Corporate Tax Lower corporate tax rate to 15% for developers of over 100 units which would allow for
lower unit prices without sacrificing developer target net profit.

3. Import Levies Import Declaration Fee (IDF) for goods imported for construction of
houses under the affordable housing scheme to remain at 2%. (IDF has increased to
3.5% for other imports).

Railway Development Levy (RDL) remains at 1.5% for affordable housing imports while
for other imports it increases to 2%

4. Affordable Housing Tax Relief Tax relief of 15% of savings/contribution to drive savings towards home ownership.

5. Stamp Duty Exemption Exemption from 4% (urban areas) and 2% (rural areas) stamp duty for first time buyers
of houses under the AHS.

6. Thin capitalization
(Interest expenses deduction
restriction)

Restriction of interest expense deduction when computing taxable
income where a foreign controlled company has a debt to equity ratio exceeding 3:1 No
interest restriction for companies undertaking projects under the affordable housing
program.



Affordable Housing VAT Incentives

VAT Exemption Application Process
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Application 
Preparation

Application Review 
& Approval

VAT Exemption 
Processing

• Gather documents
• Complete forms

Part 1 – Strategic Partner
• Developer Strategic Partner 

application submission for 
SDHUD review

• Review & request for 
information

• Application approval

Part 2 – VAT Exception
• Submission of master list, 

BoQ and designs to Treasury 
• Treasury review with KRA 
• Application approval and 

issuance of Exemption 
Letter

• Monthly VAT submissions
• Annual tax submissions
• Monitoring & Evaluation
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Part 1 - Strategic Partner Application Process

Submit application to 
be strategic partner 
with SDHUD & have 
project on Boma 
Yangu

Complete 
Strategic 

Partnership 
Application

SDHUD 
Review

Review of 
partnership 
application, 
update and 
approval

Master List 
Submission

SDHUD 
Review

Treasury Receive
Treasury 
Review

Submission of BoQ, 
master list and 
detailed design 
drawings (should be 
in triplicate for hard 
copies and one soft 
copy all in potrait

Review of Master 
List, update and 

approval

Developer SDHUD Treasury

Treasury receives 
Master List

Treasury 
review of 

Master List

Developer receives 
letter for exemption 
signed by the PS 
National Treasury

PS SDHUD

Developer 
Update & 
Approved

SDHUD & Developer 
amends the master 
list corrections 
suggested by treasury

Letter to Treasury 
to Review the 
Master List

SDHUD

Developer
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Strategic Partners Application
• Development Framework Guidelines
• Technical Checklist for AHP on Private Land
• Registration as Strategic Partner on Private 

Land 
• Due Diligence Questionnaire 1
• Due Diligence Questionnaire 2
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Background Documentation Required
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You will require the following information to be shared as 
part of the Strategic Partnership Application Process

1. Company Profile
• Certificate of incorporation
• Income tax registration (PIN) Certificate
• VAT registration (PIN) Certificate
• Tax compliance certificate
• 5 year financial summary/audited accounts
• List of Directors/Shareholders/ Promoter 

ID & PIN
• Past development experience

2. Project Profile
• Project name
• Units typology
• Location of project
• Project Development Plan
• Development cost
• Offtake
• NEMA, WARMA, KeNHA, KURA approvals

3. Proposed Land Location
• Title Deed
• Registry Index Maps
• National Land Commission review
• Land review
• Property search

4. Development Design
• Scheme design drawings

5. Project Financial Structure
• Financial Model
• Proof of funds
• Bank letter
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Part 2 - VAT Exemption Process
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Submit proforma 
invoice and updated 
master list for 
exemption

Submit for 
Exemption

SDHUD 
Review

Review of VAT 
invoice & exception 
request

Review 
Submission

Submission of 
master list, BoQ & 
designs

SDHUD 
Review

KRA

Developer

Supplier

Issue supplier VAT Exemption 
Letter

Developer SDHUD Treasury
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Current Project Pipeline
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Target Cities for Training on Incentives Program
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