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Introduction

A new budget cycle requiring Parliament to approve the budget before 
it is read to the nation commenced this year, a process which was 
completed in May 2015. It was also the maiden budget speech by the 
new Minister of Finance Matia Kasaija on how the Government will 
finance the record budget of UGX 23.9 trillion approved by Parliament 
after reducing it from UGX 24.1 trillion. This is an increment of UGX 8 
trillion from the previous year. Up until this cycle we could only guess 
what was forthcoming in the speech but this time round we knew in 
advance the allocations, recurrent expenditure, and the proposed tax 
measures - which is a welcome move to have certainty on how to plan 
your affairs for the next fiscal year. 

The theme for this year’s budget was: Maintaining infrastructure 
investment and promoting excellence in public service delivery. The 
underlying objective is to ensure continuous removal of binding 
constraints that impede socio-economic transformation and prosperity.
The strategic priorities are:

• Maintenance of national security and defense.
• Facilitating private sector enterprise development for increased 

investment, employment, and economic growth.
• Effective  development and maintenance of infrastructure.
• Commercialization of  production and productivity in primary 

growth sectors.
• Enhanced capacity for increased domestic revenue mobilsation;
• Increased social service delivery.
• Enhanced efficiency in Government management.

This is a continuation of the previous year’s budget but packaged 
differently with a steep target. With the fiscal deficit projected at 5.6%, 
it is anticipated that government will be forced to increase its debt. 
Regionally, we have the biggest increase but this time round a bigger 
percentage of the budget is expected to be financed by external debt 
and domestic borrowing. Ugandans should therefore prepare for a 
huge debt repayment in the future. This is also compounded with 
the now stagnant growth in the oil and gas industry which had been 
projected to start bringing in revenue as early as 2018 - a date which 
the industry is claiming is likely to be closer to 2021. Domestic revenue 
generation is projected at 44.5% of the total budget down from 
81% which implies that 55.5% of the budget will be funded through 
borrowing. Most of the allocation will however, go to repayment of 
debt to the tune of UGX 6.4 trillion.

To a common man on the street, the budget is a non-event as they 
have commonly commented that they do not “feel” the budgeting 
process. Complaints of poor roads, not addressing the teachers 
complaints who recently held an industrial action, ever increasing prices 
of fuel, and the corruption scandals have led them to lose faith in the 
Government provision of services. Many currently seem concerned with 
what the forthcoming election may bring with regard to anticipated 
increase in prices, especially based on the previous experience.
One has to be optimistic though that all is well after all, even us as 
individuals tend to fail to balance our budgets. So the Government is 
no exception.
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Sectoral 
perspectives
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Financial Sector
Inflation
By May 2015, the rate of inflation was 4.9% which was lower by 
0.1% on the Bank of Uganda projections. This rate however, has been 
the highest since June 2014 and according to the Uganda Bureau of 
Statistics (UBoS) caused by the rising food prices and price pressures on 
imported goods. With the elections coming later in the financial year, 
some might be expecting hard times given what has happened during 
previous elections.

The volatile shilling has also not helped the situation with the United 
States dollar hitting and firming at the highest average mark of over 
UGX 3,000. With our continued dependence on imports coupled 
with the shilling depreciating against the dollar we should expect the 
inflation rate to go beyond the projected Government rate of 5%.

Interest rates
With the rising inflation, the Monetary Policy Committee (MPC) of the 
Bank of Uganda in the last meeting set the bench mark lending rate 
at 12% in April in a bid to control the inflationary pressures. With the 
increment in the base rate, which was the first since June 2014, the 
market rates increased from an average of 18% to 20% to an average 
of 21% to 23%. Whereas the commercial banks have to maintain 
profitability, the high rates are attributed to the limited supply of long 
term capital and the risk profiles of borrowers which remains high. The 
Government is addressing this by national identification which will help 
on credit worthiness and other financial sector reforms. The MPC will 
be meeting on 16 June to set the base rate and overall there is a worry 
that based on the current economic situation, the rate might increase 
resulting to commercial banks raising the lending interest rates. This 
coupled with the forthcoming elections and the history of the previous 
one is a cause of concern to everyone.

Retirement Benefits
In 2010, The Government of Uganda set out a framework for changes 
to be implemented in the regulation of the pension sector. The aim 
was to allow workers to have a choice in the pension schemes they 

contribute to and the way they receive their benefit payments i.e. 
annuity or lump sum, while ensuring maximum safety for their savings. 
These reforms also target to widen the scope of the pensions sector, to 
cover the formal and informal sectors.

These changes were to be regulated by two pieces of legislation, The 
Uganda Retirement Benefits Regulatory Authority Act 2011 (URBRAA) 
and Liberalization of Pension of Pension Sector Bill (the Bill). The latter 
is still being handled by Finance Committee of the 9th Parliament. No 
changes have been made to the pensions sector since the passing of 
the URBAA 2011. 

The enactment of The Bill has stalled because of concerns raised by 
the stakeholders. Many stakeholders believe that the liberalization 
of the sector and the costs associated with the introduction of fund 
managers and administrators will erode the value of the existing and 
future savings. Others have questioned the necessity of a new Act and 
believe that the NSSF Act can be amended to include any changes to 
the pensions sector.

Whilst these concerns exist, the reforms in pensions sector will 
bring some key benefits to the economy. The presence of additional 
players in the sector is expected to increase competition leading to 
lower administration costs to the benefit of the workers. Also, with 
competition comes innovation, which results in introduction of new 
products, e.g. industry specific pension schemes, thus expanding the 
saving options available to the workers. On a macro level, an active 
pension sector will provide the private and public sectors access to 
a larger volume of domestically generated funds. The government 
can borrow these funds (through treasury bills, bonds) to finance the 
projects. The pension funds can also invest the funds locally to generate 
additional revenue and create employment locally. 

With NSSF as the only pension fund available to workers, the Bill will 
also reduce the taxpayers’ money used to fund pensions because it 
proposes a more sustainable model in which the civil servants would 
contribute to their own retirement benefits. 



6 |  Budget Insight 2015

However, to achieve the benefits in the pension sector reforms, the 
Government needs to iron out the issues that have been raised about 
The Bill. Consultations with stakeholders are key to resolving existing 
concerns and presenting a “fertile ground” for which new reforms in 
this sector could be implemented and grow.

The changes to the Income Tax Act announced in this year’s budget 
aimed at bringing more workers in the informal sector into the tax 
bracket, means the monthly pension contributions are set to increase. 
To date the Government has implemented the following in a bid to 
realize the planned reforms aimed at secure retirement incomes for 
Ugandans:

• Decentralization of the budgeting and payment of Pension and 
Gratuity to the respective MDAs as opposed to operating the 
system through the Ministry of Public Service.

• Prioritization of clearance of all domestic arrears including Salary, 
Pension and Gratuity arrears.

Technology, Media & Telecommunications (TMT)
With the world becoming digitalized, efficient and affordable ICT 
services are a key priority for the government. In this year’s budget, 
Government through the National Information Technology Authority 
(NITA-U) is investing heavily in extending the national IT infrastructure.
The Northern Corridor countries (Kenya, Uganda, South Sudan and 
Rwanda) are also setting up a One Network Area. This is to enable calls 
between these countries to be charged at the local call rates aimed at 
reducing the cost of cross border transaction costs. 

As part of the ICT sector reforms, plans are set to establish a one stop 
centre for investment linking National ID, the integrated Financial 
Management System, and Government payroll system, Computerized 
Education Management System (CEMAS), among others. A national 
ICT Park and Innovation Centre is also going to be constructed at the 
Namanve Industrial Park.

The government is keen on growing this sector and plans on 
connecting Public Universities to the National Backbone Infrastructure 

(NBI) to enable access to high speed internet connectivity and facilitate 
e-learning and technological research.

Public Sector
Education
Education and human capital improvement is key for development 
and as such this year’s budget has allocated UGX 2,029 billion (8% 
of the total budget amount).  Following the recent teacher’s strike 
and subsequent negotiations, some of this income as expected will 
go towards increasing teachers’ salaries including public university 
lecturers. Funds have also been allocated for the construction and 
rehabilitation of schools and two sports centers namely the National 
High Altitude Centre in Kapchorwa and Akii-Bua Olympic Stadium. UGX 
5 billion is also allocated to support the teachers SACCO while UGX 6 
billion towards the students’ loan scheme.

No major new plans have been proposed as most of them appeared 
in last year’s budget. No wonder the tone of the strategies is 
“maintaining, enhancing, strengthening…”. The Minister affirmed 
that teachers’ salaries were increased by a further 25%. Enhancing 
vocational training is an expected feature in a bid to increase job 
makers in the Ugandan youth.

Infrastructure
Infrastructure continues to be a priority for spending in the  
FY 2015 / 16 as indicated by the budget theme “Maintaining 
Infrastructure Investment and Promoting Excellence in Public Service 
Delivery”. The sector continues to be accorded priority due to the 
multiplier effect it has in stimulating growth and development in 
Uganda. For example, in the previous year, construction continued to 
be a major driver of growth in the industrial sector and is estimated 
to expand by 6.6 percent, principally on account of infrastructure 
investment.

The budget for the transport and works sector particularly has been 
more than doubled over the past financial years from UGX 1,219 billion 
(2011) to UGX 3,328 billion (2015) with an additional UGX 753.3 
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billion being allocated to the sector as compared to last year. 
To address the challenge of slow pace of implementation of key 
projects, Government is to undertake reforms in project management 
to avoid unnecessary costs and delays in implementing public 
investments and ensure Government projects are executed efficiently, 
especially applicable to infrastructure sector.

Transport infrastructure
The allocation to the roads sector in the previous year saw an upgrade 
to gravel of 167 km and rehabilitation of 129 km of paved roads. There 
was routine maintenance of 2,664 km (target 3,000 km) of paved roads 
repaired this year, and 11,448 km (target 12,500 km) of unpaved roads 
have undergone routine mechanized maintenance. Construction on the 
new Nile Bridge at Jinja has commenced this year.

The roads and works sector has been allocated UGX 3,328  billion (an 
increase of 29% from last year’s UGX 2,575.5 billion) to complete 340 
km of road network, commence construction on 1,770 km of road, 
including construction of new bridges (20), and complete design and 
feasibility studies on 1,250 km of road network. The Government 
intends to continue the construction and rehabilitation of several 
strategic roads and bridges infrastructure.

Under the railway sector, the Ugandan Government in collaboration 
with other Partner states within the East African region is undertaking 
efforts to revitalize the railway transport system. Government will fast 
track the construction of the Standard Gauge Railway (SGR) throughout 
Uganda. Preliminary studies for Kampala-Kigali and upgrade of Tororo-
Packwach / Gulu-Nimule railway line to standard gauge railway line are 
underway.

Over the next five years, Entebbe International Airport is to be 
upgraded at a cost of US$325 million, including a new cargo centre, 
new passenger terminal, and the replacement of navigation aids.

Government will focus on increasing the volume of passenger and 
cargo traffic by marine transport. In the next year, new ferries will be 

commissioned for Wanseko-Panyamur, Namasale-Lwampanga and 
Sugulu Islands (Bugiri district) while rehabilitation of Kiyindi ferry will be 
completed.

Energy
Spend on energy infrastructure has been targeted towards promoting 
industrialization and value addition in agriculture and mining, with 
more affordable electricity. National electricity access is at 14% in 2014 
compared to 11% in 2011. 

The current electricity generation capacity in 2014 is at 852MW with 
ongoing projects totaling over 1,000MW of energy to be fast-tracked 
in FY2015/16. Ongoing projects total to 1,938 km of Medium Voltage 
lines and 1,633 km of Large Voltage distribution lines. These will be 
completed in FY 2015/16. In terms of connections, new customer 
connections made under the Rural Electrification Programme during the 
FY 2014/2015 include 46,000 new connections in the grid and 1,968 
new solar PV connections.

In the forthcoming year, Government will fast-track the construction 
of the Karuma Hydropower Project (600MW); Isimba Hydropower 
Project (183MW), other mini Hydropower Projects such as Muzizi HPP, 
construction of at least Five Small Hydropower plants (Nyamwamba-
9.2MW, Siti 1 – 5MW, Waki – 5MW, Rwimi – 5.4MW, Kikagati 16MW 
and Nengo Bridge-7.5MW) as well as construction of transmission 
lines under the Rural Electrification Programme. Government will also 
construct a total of 2,002 km of transmission lines across the country.

Water and Sanitation
The Government objective is to increase rural and urban access to safe 
water supply to 65% and 100% respectively in FY 2019/20; as well as 
increase sewerage coverage to 30% in towns with populations greater 
than 15,000. To this end, UGX 547.3 billion has been allocated to the 
water and sanitation sector to increase access to safe water in rural 
and urban areas and increase sanitation and hygiene in rural and urban 
areas.
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Priority infrastructure to be developed in the water and sanitation 
sector shall include: Construction of gravity flow and piped water 
schemes in several areas such as Buboko-Bukoli, Bududa- Nabweya, 
Lirima, Kahama, Kanyampanga, Nyarwodho and Bukwo among 
others; Rehabilitation of broken down (de-commissioned or minor & 
major repairs) hand pumps, valley tanks and drilling of new boreholes 
countrywide; construction and rehabilitation of piped-water systems 
as well as sewerage and sanitation facilities countrywide; construction 
of windmill-powered watering systems in Karamoja; and upgrade 
water supply systems in Rural Growth Centres (RGCs), like Nyamaranda 
in Kibale District, into small piped systems to replace hand pump 
boreholes.

Other Infrastructure
Allocations for infrastructure spend have been identified in other sectors 
as follows:

• Defence – spending for acquisition of advanced and modern 
equipment; spending for improving staff welfare through provision 
of accommodation and medical facilities for defence sector.

• Agriculture  – allocated UGX 479.6 billion to agriculture, part of 
which will be used towards infrastructure for: construction of 
valley tanks and dams for livestock and crop irrigation; provide 
infrastructure for industrial and business parks at Namanve, Luzira, 
Mukono and Mbale; to develop Economic Processing Zones (EPZs) 
e.g. Kaweweta.

• Tourism – allocated UGX 81.3 billion to tourism, part of 
which will be used towards infrastructure for: development of 
satellite wildlife education centres in Fort Portal and Mayuge 
and construction of a regional museum in Soroti; through PPP 
partnerships develop tourism infrastructure.

• ICT - Government to progress with ICT connectivity across the 
country through the National IT backbone. National IT backbone 
led to savings in government expenditure of UGX 5.3 billion per 
annum, expected to increase to UGX 9.3 billion in the coming 
year.

 

 
Health Sector 
The reforms in the health sector in Uganda has improved key health 
indicators of the population. This has seen an increase in life expectancy 
rate by 2.46 years to 54.46 years and reduced infant mortality rates by 
6.4% to 54/1000.  

Under Uganda Vision 2040, a shift from facility based to a household 
based health delivery system is envisioned. The aim is to encourage 
the population to take greater control of their health by practising 
healthy lifestyles. The Government expects a change in policy from a 
public centered approach to a public-private-partnership arrangement 
designed under the universal health insurance system. 

For 2015/2016 fiscal year, priority will be the reduction in morbidity 
and mortality rates from causes of ill health and premature death, and 
narrowing disparities in access to health services. 

The health sector will receive UGX 1,270.8 billion during this fiscal year 
a reduction of UGX 6 billion. The National Development Plan priority 
focus areas over the next financial year include:

• Increased deliveries in the Health facilities.
• Child protection against life threatening diseases.
• Adequate stocking of essential health supplies in health facilities.

Key measures to meet these priority areas include:
• Increased investment in health sector through recruitment of 

health workers.
• Providing affordable medicine, enhancing monitoring and 

supervision.
• Increased funding through alignment of Donor Support and 

private partnership.
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Energy & Resources
From a global perspective, the industry witnessed a downturn as oil 
prices plunged to a six year low of around USD 45 a barrel, greatly 
impacting investor sentiments. The Ugandan Government however 
developed bid tender documents for the first competitive licensing 
round with the licensing strategy and plan presented to Parliament. 
In the FY 2015/16, the government plans to issue exploration 
licenses for six blocks, three production licenses for the existing 
exploration projects, review and implement a robust legal and 
regulatory framework for the sector (PSAs and Regulations/guidelines). 
Amendments have also been proposed to the VAT and Income Tax Acts 
to make the sector more attractive to investors. The establishment of 
the various Petroleum Institutions, i.e. Petroleum Authority and National 
Oil Company, will be finalized to ensure proper management of the oil 
sector.

The Resettlement Action Plan (RAP) for the relocation of property 
owners on the proposed refinery site and finalization of the 
engineering design will also be fast tracked as a move to commence 
the construction of the 60,000 bpd refinery. Other planned projects 
include the proposed refined product pipeline from Hoima to Kampala 
and consultations for the development of an airport in Kabaale, Hoima 
district. In addition, negotiations to develop and execute an inter-
governmental agreement for the crude oil export pipeline will proceed 
concurrently.

In the FY 2015/16, focus will be centered on uranium (for nuclear 
energy) as well as increased iron ore and kimberlite exploration in 
the Kigezi region. Emphasis is to be placed on the exploitation of the 
mineral potential of the Karamoja region in North Eastern Uganda. The 
government is keen to strengthen the national capacity to improve 
small scale mining and value addition in the mineral sector to minimize 
the exportation of unprocessed raw materials. 
 
 
 

Agriculture
This sector has been allocated a paltry 2.3% and all the media 
comments ahead of the reading of the national budget have been 
awash with discussion on this low allocation. The sector employs 
approximately 66% of the population and contributes about 23% to 
the GDP.

Comparing Uganda to the the other member East Africa Community 
(EAC) states, Uganda is second after Tanzania. The EAC partner 
states, who are all signatory to the Maputo declaration are all short 
of the 10% of national budget allocation to agriculture. This clearly 
demonstrates non-prioritisation by member states in the region to 
this sector leaving it to rely on the rudimentary outdated technology 
of the hoe and the natural weather patterns. The member states 
need to embrace modern science, mechanization, and speed the 
implementation of information and communication technology.

Would an increase in the budget allocation by the Uganda government 
have a positive impact on productivity and quality of life of all those 
involved directly or indirectly in the sector? Or would most of the 
increased funding end up funding seminars and workshops with 
little emphasis on poverty reduction? Land reform policies are other 
key stumbling block in this sector which need to be tackled if any 
benefits were to be achieved. It can also be argued that infrastructure 
development like roads and valley dams indirectly impacts on 
agriculture but this linkage needs to be demonstrated and realized.  
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Tourism
This is a high potential growth area for revenue generation for Uganda. 
Although the direct allocation to this sector appears low one can argue 
that the linkages with other sectors like infrastructure, education, 
security, agriculture or energy will indirectly boost the sector. It is 
estimated that tourism ranked highest in foreign exchange earnings for 
Uganda followed by remittances from the diaspora.
 
The tourism sector has a high potential to increase foreign exchange 
earnigs for Uganda hence the reason many of the industry players want 
to see the Government investing more resources directly to promote 
this sector.

The Government has developed a 10-year tourism master plan and 
a five-year sector Development Plan to guide the implementation of 
critical activities to drive tourism growth in the country.  Actions to 
revitalize the Tourism and Hospitality Industry in the medium term 
include:

• Undertake human capital development in the hospitality sector 
to fulfil the requirements for high standard of performance in the 
hospitality industry.

• Complete the rating and ranking of hotels and restaurants.
• develop strategic tourism infrastructure in partnership with the 

Private Sector.
• Enact and enforce sector regulation to ensure the maintenance of 

sector standards at internationally acceptable levels. 

UGX 30.8 billion was allocated to the tourism sector. A single tourist 
visa in the EAC region is to be implemented.

Manufacturing
Growth in the manufacturing sector has picked pace after a contraction 
in financial year 2012/13, and is estimated to grow at 4.1% in the 
financial year 2015/16. To achieve this target, the Government has 
identified key macro-economic priority actions that will create a 
competitive export oriented industrial sector, improve competitiveness 
and market access for Uganda’s goods and services. The Government 
is planning to build an industrial sector base that adds value to 
newly discovered greatest potential namely minerals, adding value 
to agricultural products where Uganda enjoys a strong comparative 
advantage and the provision of affordable and reliable electricity.

To improve business environment, the Government intends to 
develop new and review the existing policies, and legal and 
regulatory frameworks. A key focus for the Government also include 
promoting the development of value added industries such as agro-
industries, developing and increasing the productivity of the informal 
manufacturing sub-sector, and encourage investment in the applied 
research and technology.

The Government has outlined various measures that it hopes will 
improve the competitiveness and market access of Uganda’s goods 
and services in the domestic, regional and international markets. 
The key focus is improving the operating business environment that 
aims to collaborate and nurture the private sector. With the intent to 
review the existing operating, legal and regulatory framework, the 
Government expects the changes to incentivise trade development, 
strengthen existing synergies between producers and traders and 
provide equal opportunities in the trading platform for women and 
other disadvantaged groups. 

The changes also are expected to promote good governance in the 
cooperative movement and enhance their capacity to compete by 
diversifying the activities they undertake. 
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Tax Measures
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Income Tax

Presumptive tax and formalising the informal sector

The measure
The threshold for the small business taxpayers has been increased from gross turnover of 
UGX 50M to UGX 150M, business have been categorized and taxes payable fixed. 
Advance tax has also been reintroduced for Public Service Vehicles and Goods Motor 
Vehicles, which is payable at the time of renewal of annual licenses.  

Who will be affected
All small business with turnover of up to UGX 150 million. Those affected include general 
traders, garages, workshops, salons, maternity homes, drug shops, and tailors. Advance 
tax affects passenger service vehicles and goods motor-vehicles including their drivers and 
conductors.

When
1 July 2015.

Our view
The impetus for this measure is to exploit the 
tax potential of the informal sector estimated 
at 49% of the country’s GDP. The increased 
threshold of presumptive regime will reduce the 
cost of compliance among small businesses.
Certainly these measures should go a long 
way in reducing the tax burden of the formal 
sector and employment. However, the question 
remains as to whether the Uganda Revenue 
Authority has the capacity to effectively 
implement these measures. We note that the 
legal framework to facilitate collaboration 
between URA, KCCA, Uganda Registration 
Services Bureau and Local Governments in tax 
collection was provided for in earlier years. It is 
therefore expected that the URA will enlist the 
assistance of these bodies to collect taxes from 
the informal sector.
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Enforcement of the use of Taxpayer identification numbers

The measure
Taxpayers are not allowed to deduct expenses exceeding UGX 1,000,000 if their suppliers 
do not provide Tax Identification Numbers (TINs). It is also now mandatory to have a TIN 

prior to issuance of licenses or permits by any Government agency.

Who will be affected

All businesses, especially in the informal sector.

When
1 July 2015.

Our view
Again this measure is intended to ensure 
that more businesses are brought into the 
tax net. To enhance compliance the URA will 
be undertaking taxpayer sensitization and 
education on tax policy changes. We therefore 
expect more businesses to register for taxes.

Thin Capitalization rules amended

The measure

The debt to equity ratio has been amended from 1:1 to 1.5:1. 

Who will be affected

Corporate groups including branches with loans from foreign related parties.

When

1 July 2015.

Our view
With more interest paid on corporate debt 
now deductible for tax purposes, this measure 
should enable businesses to access financing 
from their foreign related entities to expand 
their businesses. The measure is encouraging 
to foreign investors into Uganda. But again the 
ratio is indicative of the Government’s resolve to 
limit tax leakages through transfer pricing.
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6% withholding tax (“WHT”) on supply of goods and 
services

The measure
All supplies and imports of goods and services are now subject to 6% WHT, unless the 

supplier or importer is specifically exempt.

Who will be affected

All suppliers and importers that are not on the WHT exemption list.

When
1 July 2015.

Our view
The measure is meant to encourage taxpayers 
to comply with tax obligations. Non-compliant 
taxpayers would not make the exemption list, 
and their cash flows would be seriously affected, 
since it especially affects raw materials, which 
were previously exempted.

Re-insurance premiums

The measure

Reduction of WHT rate on re-insurance premium payments from 15% to 5%.

Who will be affected

Insurance companies.

When
1 July 2015.

Our view
This will reduce the cost of reinsurance which 
will in turn spur the growth of the industry.

Withholding Tax
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VAT registration threshold

The measure
Annual registration threshold increased from UGX 50 million to UGX 150 million. 
Automatic registration for those in the oil and gas and mining industry for the licensed 

companies.

Who will be affected
All potential taxable persons for VAT purposes. 

Petroleum and mining licensees.

When
1 July 2015.

Our view
This is an inflation adjustment for the original 
threshold set in 1997. In addition it reduces 
the compliance burden for taxpayers below the 
threshold. 
For licensees in the petroleum and mining 
sector, the automatic registration allows the 
investors to claim input tax credit, reducing their 
business costs.  Previously, licensees were not 
allowed to register because they do not make 
taxable supplies during the exploration and 
development stages, which is a requirement for 
refund of VAT on inputs.

VAT on imported services for licensed companies

The measure

Allowing credit for VAT on imported services for the petroleum and mining industry.

Who will be affected

Companies licensed for exporation and development.

When

1 July 2015.

Our view
Imported services VAT (reverse charge) credit is 
a welcome move which will allow the licensed 
companies to have more cash flows especially 
at this stage when the next round of licencing 
is about to happen. This might trigger off an 
increased interest in potential investors to 
make bids for exploration which is currently 
at a standstill. We await the administrative 
procedures that will be put in place.

Value Added Tax
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Accounting for VAT on cash basis

The measure
Increase in the annual turnover from UGX 200 million to UGX 500 million to be able to 

account for VAT on a cash basis.

Who will be affected

Taxable persons.

When

1 July 2015.

Our view
This will benefit small businesses by minimising 
financial pressures caused by routine compliance 
obligations where they will now account for VAT 
on only cash sales.

Zero rate for cereals

The measure

Zero-rated the supply of cereals grown and milled in Uganda.

Who will be affected

Consumers.

When
1 July 2015.

Our view
This should have a downward impact on the 
prices of these cereals which would make access 
to cereals being more affordable and perhaps 
help in poverty alleviation.
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Adjustment to excise duties

The measure
Increase in duty on cigarettes to UGX 45,000 and UGX 75,000 for Soft Cap and Hinge Lid 
respectively per 1000 sticks.

Increase on duty of beer whose local raw materials content excluding water, is at least 
75% by weight of its constituent from 20% to 30%.

Revision of duty on undenatured spirits from UGX 4000 per litre or 140% whichever is 
higher to UGX 1,000 per litre or 100% whichever is higher. 

Increase in duty on other wines from 70% to 80%. 

Increase in duty by UGX 50 on petrol and diesel.

Who will be affected

Consumers.

When
1 July 2015.

Our view
It is the usual practice of the Government to 
increase excise duty on a number of items 
to broaden its tax base as well as taking into 
account the inflationary adjustments.  It is also 
aimed at discouraging the consumption of 
harmful items like cigarettes and beer. These 
items live up to the term which is used to 
describe this tax; that is “SIN TAX”.

Customs and Excise Duties
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Introduction of excise duty

The measure
Introduction of excise duty of 5% for motor vehicle lubricants and 10% for chewing gum, 

sweets, chocolates and furniture.

Who will be affected

Consumers.

When
1 July 2015.

Our view
This is also motivated by continuing to grow the 
tax base. Lubricants are an essential item if you 
own a car but because a car is also looked at 
as a luxury, consumers are being punished. The 
question though is a car a luxury in Uganda? 
You need to consider your answer in relation 
to our current transport system and the role of 
the Government in this sector. Coupled with the 
other changes directly and indirectly affecting 
the transport sector we should expect costs to 
move northward.

Removal of excise duty

The measure

Removal of excise duty on incoming calls from Kenya, Rwanda and South Sudan.

Who will be affected

Consumers.

When
1 July 2015.

Our view
This should make calls cheaper and this is in 
line with the tripartite East African arrangement 
for easing trade between the four East African 
countries. More collaboration should be 
expected like the railway network. The question 
though is where is Tanzania or Burundi in these 
plans?

Increase in rates of environmental levy

The measure
Increase in the environmental levy on import of used cars from 20 to 35% for motor 

vehicles between 5 to 10 years old, and 50 % for cars older than 10 years.

Who will be affected

Consumers.

When
1 July 2015.

Our view
The introduction of the environmental levy did 
not stop the continued increase in the import of 
vehicles. Government looks at cashing in on the 
continued increase in the import of these units.



Miscellaneous
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Introduction and increase of various fees and charges

The measure
Increase of the application fees for passports and travel documents.
Introduction of a non-refundable prepayment fee on application for a work permit of USD 
500.
Increase to USD 80 for a single entry visa. (it should be valid in Rwanda, Kenya and 
Uganda).
Imposition of annual operator license fees in respect of vehicles, vessels (cargo, leisure and 

passenger) and motorcycles.  

Who will be affected

Consumers.

When
1 July 2015.

Our view
This is a move by the Government to continue 
to grow revenue from non-tax revenue. This will 
go a long way to contribute to the ever growing 
need of revenue to meet the high targets. 

Miscellaneous
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EAC Pre budget consultations - Customs
The EAC community member states have agreed to allow the following 
vehicles to be imported at a reduced duty rate for one year:

• Road tractors for semitrailers to be imported at an import duty 
rate of 0% instead of10%.

• Motor vehicles for the transportation of goods with gross vehicle 
weight between 5 and 20 tones will pay import duty at 10% 
instead of 25%.

• Motor vehicles for transport of goods with gross weight exceeding 
20 tones at a rate of 0% instead of 25%.

• Buses for the transportation of more than 25 persons at a rate of 
10% instead of 25%.

 
Tax Incentive Regime for Investment
The Honorable Minister promised to initiate regular meetings with 
investors to discuss options aimed at improving the tax incentive regime 
for investment.  Government will then implement appropriate changes 
resulting from these deliberations at a future date.

Tax Administration
As Ugandan’s tax compliance levels are low with tax estimated at less 
than 16 % of GDP generally due to a large informal sector (49% of 
GDP), the Uganda Revenue Authorities will undertake the following 
measures to enhance compliance and revenue collections:

• Increase sensitization and education campaigns.
• Strengthening the international taxation function.
• Increasing focus on areas outside the capital Kampala.
• Building URA technical ability.
• Continue to expand the tax base.
• Carry out joint compliance campaigns with other government 

bodies.
• Automation and exchange of information.
• Enhance information management systems for faster clearance of 

imported goods.

International Agreements
Government has presented the following international agreements to 
parliament for ratification into law:

• East African Community – Double Tax Agreement.
• Agreement for the Establishment of the African Tax Administration 

Forum on Mutual Assistance on Tax matters.
• The OECD Convention on Mutual Administrative Assistance.

Miscellaneous
25 African countries including Uganda will be signing the Tripartite Free 
Trade Area (TFTA) very soon. The aim of TFTA is to enlarge the markets 
for the benefits of economies of scale, to use efficiently the natural 
resources and strengthening the bargaining power of the member 
states.

A special programme code named One Stop Border Post (OSBP) was 
started by some of the regional tax authorities. This is a trade facilitation 
measure that enables tax, standards and immigration officials from 
Uganda and neighboring countries such as Kenya, Rwanda, and 
Tanzania to share office space to jointly clear imports and exports.
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