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What follows m tms document are sImplIfied tax gUIdelInes
mtended to asSISt the ordmary taxpayer to know hls/her oblIgatIOn
and nghts The taxes have been grouped mto two broad categones,
namely, duect and mdIrect taxes

Direct Taxes

1. Corporation Tax

Who pays thiS tax?
CorporatIOn Tax IS paId out of the profits made by lImIted LiabIlIty
companIes and other mstItutIOns such as Trusts, RegIstered
CooperatIve SocIetIes

Rate o/Tax
The corporatIOn tax rate IS 30% of the net profits ThIS tax IS
supposed to be paId m mstallments In the first SIX months the
establIshment IS supposed to compute and come up WIth an
estImate of the end of year profit That figure then determmes the
expected tax to be paId at the end of year WIth that figure a
computatIOn of 30% IS made and payment of half of that as
provIsIOnal tax IS made

The second half of the tax IS paId before the end of the fourth
month after the end of the finanCIal year The Uganda Revenue
Authonty receIves the final returns, exammes them and a final tax
assessment of the annual tax lIabIlIty IS made If the proVIsIOnal tax
patd was less than the tax assessed the taxpayer pays the dIfference
to URA If the reverse IS the case the dIfference IS credIted to
future tax oblIgatIOns

2. Pay As You Earn (PAYE)

ThIs IS a tax commonly referred to as the Employment Tax



Who Pays and How Much

Every Employee whose employment mcome exceeds Shs
1,560,000 per year or Shs 130,000 per month pays thIS tax The
tax has three bands

000,1 NIl
10% of the amount by which chargeable
IDcome exceeds Shs130,000

Shs 10,500 plus 20% of the amount by
which chargeable IDcome exceeds
Shs 235,000
Shs 45,500 plus 30% of the amount by
which chargeable IDcome exceeds

~,,- • ,'::. Shs 410,000

PAYE IS paId on a monthly basIs The employer IS obhged to
deduct thIS tax from the employees at the end of each month and
remIts It to URA withm 15 days of the followmg month
Employment mcome on whIch PAYE IS paId mcludes wages,
salary, leave pay, payment m lIeu of leave, overtIme pay, fees,
commISSIOn, gratUIty, bonus, travellmg allowance, entertamment,
utIhtIes, cost of hvmg, housmg, medIcal and any other allowance
It IS however net ofNatIOnal Social Secunty Fund ContnbutIOn

Also qualIfymg for PAYE are the followmg, compensatIOn for
termmatIOn of any contract of employment, any gams denved by
an employee on dIsposal of a nght or optIOn to acqUIre shares
under an employee share acqUIsItIOn scheme and any other value
of any benefit granted to the employee mcludIng hOUSIng, official
car, domestIc assIstance and Insurance cover

3. Rental Income

Rental Income IS paId by all IndIVIduals who receIve rental Income
In excess of the threshold of Shs 130,000 per month from rentIng
resIdentIal or commercial property, machmery, vehIcles, other real
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or movable property Thts prOVlSlon does not apply to those
InstItutIOns or IndIVIduals whose sole busIness IS rentIng

The tax rate applIcable to rental Income IS 20% of the chargeable
Income m excess of Shs 130,000 per month

4 Withholding Tax

(a) W1thholdmg tax of 4% IS Withheld by receIvers of servIces
provIded by contractors, supplIers of goods and servIces
Tax credIt certIficates are prepared by the relevant tax dIStrICt
for each taxpayer These are used to defray tax oblIgatIOn of
the taxpayer at the end of the finanCIal year The taxpayer IS
reqUIred to present rus WIthholdmg tax credIt certIficate at the
end of the finanCial year If he has to benefit from withholdmg
tax payments

(b) Customs Withholdmg Tax Withholdmg tax IS charged on
Imported goods at the rate of 4% of the CIF value The
taxpayer may offset the amount paId m WIthholdmg tax agamst
tax habllItles, whIch arIses from busmess profits at the end of
the finanCIal year The taxpayer must however present the
customs receIpt as eVIdence of havmg patd the withholdmg tax

5. Stamp Duty

Stamp Duty IS Imposed on a WIde range of legal
documents/Instruments The most common ones are mortgage
agreements, property transfers, hIre purchase agreements and
company regIstratIOns The dutIes patd may be a fixed sum or
percentage of the contract value
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INDIRECT TAXES

1. Import Duty

Import dutIes are taxes Imposed on Imported goods Currently we
have tax rates for COMESA (Common Market for East and
Central AfrIca) and for the rest of the World The COMESA rates
are a maxImum of 10% but the ma]onty are 4% For the rest of the
World the hIghest Import dutIes are 20% COMESA countnes
mclude Kenya, TanzanIa, Mauntms, Rwanda, BurundI, MalaWI,
ZambIa, ZImbabwe, MozambIque etc Importers are better off
Importmg from COMESA countnes because tax rates are lower

2 EXCise Duty

EXCIse duty IS Imposed on goods eIther to protect local mdustry, or
as means of raIsmg government revenue Currently there IS eXCIse
tax on petroleum products, tobacco products, beer, soft dnnks and
large capaCIty vehIcles

3 Value Added Tax

VAT IS a consumer expendIture tax WhICh m the case of Uganda
replaced both the sales Tax and the CommercIal TransactIOn
Levy, (CTL) Tlus tax IS paId by mdIvIduals and firms In order
for a company to regIster for VAT payment, busmess sales
turnover must be exceedmg Shs 50 MIlhon per year It does not
matter whether the busmess IS profitable or not

When one charges a customer VAT, what he/she pays IS referred to
as output tax On the other hand when one buys goods and servIces
the VAT paId IS an mput Tax When the mput tax IS more than the
output tax a refund from Uganda Revenue Authonty can be
claImed On the other hand when the out put tax IS more than the
mput tax then the dIfference between the two has to be paId to the
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Uganda Revenue Authonty not later than fifteen days after the end
of the month m whIch the transactIOn took place

Exempt and Zero Rated Suppbes

Zero rated and exempt supplIes are the goods and servIces not
subjected to VAT However, whIle on zero-rated supplIes one can
claim m-put tax, on the exempt supplIes one cannot the mput tax

VAT has two bands, 17% and zero (0%) or ml

Exempt supplzes mclude

(a) the supply of unprocessed foodstuffs, mcludmg agncultural
lIvestock
(b) the supply of postage stamps
(c) the supply of financial servIces
(d) the supply of msurance servIces
(e) the supply of unImproved land
(f) a supply by way of lease or lettmg of Immovable property other
than

(1) a lease or lettmg of commercIal premIses
(n) a lease or lettmg of hotel or holIday accommodatIOn
(m) a lease or lettmg for penods not exceedmg two months
or
(IV) 2. lease or lettmg for parkmg or stormg cars or other
vehicles

(g) the supply of educatIOn servIces
(h) the supply of medIcal, dental, and nursmg servIces
(1) the supply of SOCIal welfare servIces,
(J) the supply of bettmg, lottenes, and games of chance mcludmg
Casmos,
(k) the supply of goods as part of the transfer of a busmess as
gomg concern by one taxable person to another taxable person,
(1) the supply of bunal and crematIOn servIces,
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(m) the supply of precIOUS metals and other valuables to the Bank
of Uganda for the State Treasury,
(n) the supply ofpassenger transportatIOn servIces,
(0) the supply ofpetroleum fuels (petrol, dIesel and paraffin),

Zero rated supphes mclude

(a) a supply of goods or servIces where the goods or servIces are
exported from Uganda as part of supply,

(b) the supply of mternatIOnal transport of goods or passengers or
of goods or servIces m connectIOn WIth the mternatIOnal
transport of goods or passengers,

(c) the supply of mIlk, mcludmg mIlk treated In any way to
preserve It,

(d) the supply ofmatze flour,
(e) the supply of dental, medIcal and vetennary eqUIpment and

supphes,
(f) the supply of seeds, fertIhsers, pestICIdes and hoes,
(g) the supply of educatIOnal matenals

In order to aVOId complIcatIOns In the calculatIOn of VAT at the
end of the month, It IS Important that the VAT regIstered person
keeps a VAT account Every tIme a purchase or an Import IS made
VAT thereon IS recorded Conversely when sales are made then
VAT charged IS also recorded

Completmg the VAT Return

On or before the 15th day of the month VAT returns of the prevIOUS
month should be lodged WIth the nearest VAT office for all
regIstered VAT payers ThIS IS IrrespectIve of whether purchases
and sales were made InstructIOns on how to fill the fourteen boxes
are avaIlable at the back of the page It IS of great Importance that
the Tax IdentIficatIOn Number (TIN) and VAT regIstratIOn
numbers are filled m ThIS helps In postmg your payments on the
nght VAT account In URA
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Payment of VAT dues as for all other taxes are done through the
bank even If the amount IS less than ten thousand f,hIllmgs

In order to ease computatIOn of VAT at the end of the month, sales
records should be grouped under three headmgs

Taxable sales at the standard rate of 17% and then compute the
VAT on these sales
Taxable sales at the zero rate
Exempt sales

One must ensure that all documents related to busmess transactIOns
are kept These mclude tax InVOICeS, customs documents etc ThiS
IS important because URA is authorIsed to Inspect books mcludmg
those of preViOUS years at any time In the course of then revenue
collectIOn exerCise

VAT taxpayers whose tum over is below Shs 100,000,000/= may
apply to the CommISSIOner General for permISSIOn to handle VAT
payments on a cash basIs ThIS means that one does not have to
account for VAT due to URA untIl the customer has paid and
cannot claim VAT credit on purchases until they've been paid for

All imported goods attract VAT of 17% or the zero rate except if
they fall In the exempt category VAT on imports is paid at the
time of clearmg the goods and is calculated on CIF (Cost
Insurance, Freight) value

VAT on exports IS zero-rated Exporters are however adVised to
regIster for VAT ThiS is helpful m that the mputs whIch are used
to produce the exports may be attractmg VAT Once registered as
a VAT payer, then one can claim mput tax In order to claim Input
tax on exports, the customs certified copy of the export entry must
be attached to the VAT return Although it is a bit difficult to
prove, VAT on services exported can also be zero rated but there
must be proof that the services were exported and consumed
outsIde Uganda

7



CancellatIOn

You can/may cancel your VAT regIstratIOn If

you cease carryIng out busIness In taxable supplIes
you have been a sole propnetor and you change to partnership
or VIce versa
your sole propnetorship or partnershIp IS replaced by an
Incorporated company
your company IS wound up or the owner of the sole
propnetorshIp dIes

Calculatmg VAT

The VAT on sales and that payable to URA can be computed as
follows

Assume that the trader buys the goods at Shs 100,000 mclusive of
VAT The he makes a 10% mark up the sellIng pnce becomes
Shs 110,000/=

Sellmg Price
Purchase Price
VAT payable to URA

Total WIth VAT
110,000
100,000

VAT Fractwn
17/1 17
171117

VAT Calculated
15,983
14,530

1,453

When the trader was buymg goods he paId VAT of Shs 14,530/=
and URA receIved It from the supplIer, when he sold he charged
VAT of Shs 15,983/=, therefore he can only remIt the dIfference
between the two figures whIch IS Shs 1,453/= If the sales pnce
was lower than the purchase pnce, meanmg that the trader made a
loss sale, then he would claIm from URA the dIfference between
the two figures
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TAX APPEALS TRIBUNAL

The need for a TAT became apparent after the establIshment of the
Uganda Revenue Authonty (URA) It IS meant to servIce as a
neutral and respected forum where the URA and the taxpayer can
resolve theIr conflIcts Once m operatIOn taxpayers can use It to
solve any contentIOus matters related to taxes payable

Common areas ofcontentIOn between tax payers and tax collectors

1 The enactment of the Tax Appeals Tnbunal Act was a
recognItIon that taxpayers sometImes dIsagree With tax collectors
on tax assessments In other cases the tax laws may be bad and the
taxpayer has no other channel of redress except to try to aVOId or
evade the tax payment In a number of occaSIOns thIS kmd of
dIsagreement may be one of the causes of smugglmg

The dIsagreement between taxpayers and tax collectors may stem
from the followmg reasons

(a) InterpretatIOn of the tax laws
(b) The AdmInIstratIOn of the taxes
(c) The content of the tax laws

In the case of (l) and (2) the problem would lIe WIth the mstItutIOn
or department whIch IS charged WIth tax collectIOn, m Uganda thIS
the Uganda Revenue Authonty In the case of Item (3) above the
problem would be lymg WIth the polIcy makers and mitIators In
our case, thIS would be the MInIstry of Fmance and the ParlIament

The Ta\. Appeals Tnbunal Act IS supposed to correct these
problems once It has been put mto operatIOn The delay m puttmg
up the TAT IS therefore an act of oppreSSIOn of the taxpayers
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2 ContentIOus areas m the VAT Statute

The taxable person, the time when taxpayer becomes a taxable
person The procedure of regIstratIOn, part III

The determmatIOn of taxable value and the calculatIOn of tax
payable The taxpayer IS always concerned With over
assessment and yet the tax collector has the ObjectIve IS to
collect the maxImum possIble ThIS IS part VI and VII

The procedures and admImstratIOn of tax provIsIon of returns,
assessments and how they are vIewed, problems related to appeals
agamst the oppreSSIOn meted out by URA, the fmlure of URA to
refund what IS due tax payers who may have been over assessed,
part VIII

The mterpretatIon and ImplementatIOn of part VIII of the law that
deals wIth the defimtIOn of offences and attached penal tax For
example when someone wntes hIS TIN number and makes one
mIstake m the figures - It can be mterpreted that the tax payer
knoWingly used a false TIN whIch belongs to someone else Take
the number P94 3031 5833 0, suppose It IS mIstakenly wntten as
P94 3301 5833 ° The last number belongs to a dIfferent taxpayer
The Issue IS when does one tell that the mIstake was mtended?

3 Income Tax Act 1997

The Income Tax 1997 that replaced and Improved on the Income
Tax Decree 1974 has smce ItS ImplementatIOn from 1st January
1998, become very controversIal The major problem areas are the
follOWing

• DefimtIOn and calculatIOn of gross mcome, and more
speCIfically the Employment Income Tfus IS part V of the law

• DetermmatIOn or chargeable mcome for the mdIvidual,
partnershIps, trusts and companIes - Part VII and VIn
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• Assessments, collectIOn and recovery of tax, payment of
provIsIOnal taxes, refunds and nghts of appeal - Part XI

• Penal tax for faIlure to observe the provIsIons of the law
General practIces m the admInIstratIOn and mterpTetatIOn of the
Act

• Understandmg the nghts and oblIgatIons of both the taxpayer
and the tax collector

4 Procedures

1he problem that arIses m the tax adtmnIstratIOn process IS the lack
of mformatIOn on the procedures

Procedure to obtam TIN number and the reasons for havmg It
Procedure of obtaInIng a VAT number
How do you process the payment for a motor vehIcle lIcense,
obtam number plates, duplIcate log book or dnvmg permIt
When IS non-payment of tax a cnme, what grace penod does
one have, If any
When IS the tax admInIstrator harassmg the taxpayer
How do vou detect harassment that IS aImed at extortmg a
bnbe?
Does a taxpayer have a nght to challenge a tax law - If so how
IS thIS to be done?
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