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Income Tax

Value Added Tax

Quick Tax Guide

The Burundi Income Tax Law

The Burundi Income Tax Law, Law No 1/02/2013 of 24 January 2013 relating to Income Tax was enacted in 2013 and applies to years of income commencing on or after January 2013.
In order to provide you with more up to date information, we have incorporated the Budget Law modifications to the 2013 Law up to and including the provisions of Budget Law No. 1/36 of 31
December 2014.
Please contact our tax department at adminburundi@deloitte.com for further details.

Navigation

2.

Basis of charge to tax

2.1.

Burundi

Income tax is charged on total chargeable income for the year of income and is imposed on every person, resident or non-resident, at rates prescribed in
the Tax Law.
For most taxpayers a year of income runs from 1 January to 31 December annually, but a taxpayer on application to the Commissioner General is
permitted to use a substituted year of income, i.e. a period of twelve months ending on a day other than 31 December.

Ethiopia

Article 21

Article 16 & 17

2.2.

Employment income is taxed at source under the IPR (PAYE) system of collecting tax by the employer.

2.3.

Both resident and non-resident persons are subject to tax on income arising from a source within Burundi.
In addition, residents are also taxed on income derived from all geographical areas.

Article 20

2.4.

Any natural or legal person operating in Burundi is subject to turnover tax of 1% where they have no tax profits for the year.

Article 40

Article 103

Kenya
Rwanda
Tanzania
Uganda

3.

Resident and non-Resident

3.1.

3.2.

An individual is resident in Burundi if he/she:
•
Has a permanent home in Burundi;
•
Being a Burundian national holds a post as a diplomat or consular agent abroad
•
Stays in Burundi for more than 183 days or more in any 12 month period either continuously or Intermittently.

Article 3

A company or association is resident in Burundi for a tax period if:
•
It is established according to the laws of Burundi; or
•
Has its place of effective management in Burundi at any time during the tax period.

Article 4
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A foreign company is deemed to have a permanent establishment in Burundi if:
•   It has a fixed place of business through which an enterprise is wholly or partly carried on.
It includes a place of management, branch, an office, a factory, a workshop, mine (an oil or gas), agriculture or forest, a quarry or any other place of
extraction of natural resources including a fishing boat

Article 8 & 9

It includes a construction, assembly or supervisory activities in connection to a site or project or activities which continue for a period more than or equal
to 6 months.

Navigation
Burundi

4.

Employment income

4.1.

Taxable employment income includes all payments to an employee from employment whether in cash or kind.
Examples of employment income as specified in the Law are:
•
Wages, salary, indemnities and all allocations, sitting allowances, director’s fees, premiums and commissions;
•
All payments or benefits an employee receives from a third party regardless of their legal or illegal character or origin unless the amount is less than
Bif 500,000
•
Any discharge or reimbursement of expenses incurred by the employee or an associate for non-business related activities of the employer;
•
Payments to the employee for to his or her acceptance to work in any conditions of employment;
•
Payments for redundancy or loss or termination;
•
Pensions, annuities or allowances paid by qualified pension funds and the State Social Security;
•
Other payments made in respect of current, previous or future employment that are not exempt employment income or deductible from
employment income.

Ethiopia
Kenya
Rwanda
Tanzania

General

4.2.

Non-taxable employment benefits
•
•
•
•
•
•
•
•

Uganda

4.3.

Article 30

The discharge or reimbursement of expenses incurred by the employee in direct connection with business activities of the employer;
Retirement contributions made by the employer on behalf of the employee to the state social security fund;
Health insurance contributions made by the employer on behalf of the employee to the state social security fund and private social security fund;
Refund of medical expenses of the employee, his spouse and dependent children by the employer;
Pensions, annuities or allowance given by a qualified pension fund and the State Social Security Fund;
Travel allowances not exceeding 15% of basic salary;
Rent or compensatory allowances paid not exceeding 60% of basic salary; and
Employment income received by individuals in the exercise of the services in an official capacity as foreign diplomat or consular representative,
person holding a diplomatic passport and performing official duties in an embassy, delegation, consulate or mission of that country and any person
not being a Burundian national employed by a foreign Government or an International organisation providing assistance to Burundi.

Article 32 & 34

Deductions from employment income
•
Pension contributions made by the employee to the state social security fund;
•
Employee’s share of health insurance contributions made to State Social Security and private Social Security.
Deductions are only upto 20% of the gross income of the employee.

Article 33
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Payments on termination of employment
Payments for redundancy or loss or termination are included in employment income and taxed in full with no
Deduction given.

4.5.

Taxable benefits in kind
Benefits in kind received by an employee are included in taxable income in consideration of market value.

Navigation

5.

General
Business income includes any income from all business activities such as revenue from the exercise of a profession, commercial, industrial or craft
reduced by all deductible expenses and charges in accordance with the Law. It also includes:
•
Proceeds from sale of assets;
•
Proceeds from liquidation process; and
•
Rent of machinery and equipment including agricultural equipment.
It is determined on the basis of the profit & loss account prepared in accordance with national accounting.

Burundi
Ethiopia
5.2.

Tanzania
Uganda

5.2.1.

Article 37 & 39

Allowable expenses
The discharge or reimbursement of expenses incurred by the employee in direct connection with business activities of the employer;

Rwanda

Article 30 & 35

Business income

5.1.

Kenya

Article 30(4)

Expenses are deductible if:
•
They are incurred for the direct purpose of and in the normal course of business;
•
Capital allowances computed in accordance with the Tax Law; (see chapter 7);
•
Correspond to a real expense and can be substantiated with proper documents;
•
Lead to a decrease in the net assets of the business;
•
They are used for activities related to the tax period in which they are incurred;
•
Charitable donations of not more than 1% of turnover to exempt organisations;
•
Exchange losses translated at the exchange rate applicable to the Burundian franc on the last day of the fiscal year;
•
Training and research expenses which promote activities of the company as long as they do not relate to acquisition, refining, rehabilitation and
reconstruction of land, houses, buildings and expenditure relating to exploration and commercial prospecting;
•
Bad debts written off if they relate to income previously declared and all possible steps have been taken to recover the same
•
Provision for claims under conditions specified by the National Bank of Burundi by banks and financial institutions.

Article 32 & 34

Article 53
Article 58

Article 54(4)
Article 48
Article 68 & 69
Article 71
Article 72
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Disallowable expenses
•
•
•
•
•
•
•
•
•

Navigation

Income Tax

Dividends and bonuses;
Reserve Allowances, savings and other special purpose funds other than bad debt provisions allowed for banks & financial institutions;
Donations to profit making persons;
Tax on business profits under the Income Tax Law or abroad & Recoverable VAT;
Fines & penalties;
Personal consumption expenses;
Depreciation on revaluation and expenses incurred on re-valuation;
Interest paid on related party loans exceeding 20% of taxable profits for thinly capitalised Companies (2:1 debt to equity ratio); and
20% of expenses relating to business overheads such as telephone, electricity and fuel whose use cannot be practically separable from private or
non-business use.
Representation expenses e.g cost of a reception or a ceremony, business gifts, payments for tickets for shows or private travel and the cost of
business meals & drinks exceeding 1% of turnover to a limit of Bif 5m.

Article 54 & 55

Exempt Income
Exempt business income includes:
•
Income from agricultural activity, livestock and fishing;
•
Income of listed exempt organisations except when it relates to the exercise of a business activity;

Article 46
Article 87 & 88

Kenya
5.5.

Rwanda

5.5.1.

Tanzania

5.6.
5.6.1.

Uganda
5.6.2.

Foreign exchange gains and losses
Profits or losses arising from translation of assets, receivables and issued debt valued at the prevailing exchange rate of the Burundian franc on the last
day of the fiscal year are included in the assessment of business profit for the period.

Article 48

Capital gains and losses
Business profit includes proceeds of sale of any business asset.

Article 37

No capital gain is taken into account on transfer of real property which is the main residence of the transferor for at least 3 years;

Article 82

No gain or loss arises in case of reorganization of companies

Article 102
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Losses

6.1.

Trade losses
If the determination of business profit results in a loss in a tax period, the loss may be deducted from the business profit in the next five (5) tax periods,
earlier losses being deducted before later losses.

Navigation
Burundi

6.2.

Change in control of companies
If during a tax period, the direct and indirect ownership of the share capital or the voting rights of a company, which shares are not traded on a stock
exchange in Burundi changes by twenty five per cent (25%) or more, then losses accrued both in the year of the change and in previous years can no
longer be carried forward.

6.3.

Article 75

Article 78

Foreign losses
Foreign sourced losses can neither reduce current or future domestic sourced business profits.

Article 77

Ethiopia
6.4.

Long-term contract losses

Kenya

A loss in a tax period in which a long-term contract is completed may be carried back and offset against previously taxed business profit from that
contract to the extent it cannot be absorbed by business profit in the tax period of completion.

Rwanda

A long term contract means a contract for work, manufacture, installation of construction, the performance of related services, which is not completed
in the tax period in which work under the contract commenced, or other than a contract estimated to be completed within the twelve months as of the
date on which work under the contract commenced.

Tanzania
Uganda

7.

Article 52 & 2

Capital allowances

7.1.

General
Rates of depreciation are determined in accordance with the Income Tax Law (See Appendix 3)

7.1.1.

7.2.
7.2.1.

Allowances available are for:
•
Buildings;
•
Wear and tear allowance;
•
Heavy machinery, boats, ships and aircraft; and
•
Intangible assets including goodwill.

Article 61 - 64

Investment allowance
This allowance was removed in 2014

Law No. 1/23 of
2/08/14
Article 45
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Navigation

7.4.1.

Quick Tax Guide

Industrial Building Allowance
An annual allowance of 5% of the cost price is granted on acquisition, construction, refining, rehabilitation, reconstruction of buildings, on a straight line
basis.

Article 61

Wear and tear allowances
Allowances are available for depreciable assets, according to their classification. There are two classes, each in a separate pool with its own rate of
allowance. (See Appendix 5 for a description of the two classes)

Depreciation allowance for assets is the book value in the balance sheet at the beginning of the tax
Period:
•
Increased by the cost of assets acquired or created and the cost of improvement, renewal and reconstruction of the assets
•
Decreased by the sale price of assets disposed of and the compensation received for the loss of assets due to natural calamities or other unintended
changes during the tax period.

Article 64

7.4.2.

Where the Tax Written Down value is less than zero, the entire amount is added to the business profit.

Article 67

7.4.3.

Where the Tax Written Down value does not exceed five hundred thousand (500,000) Burundian francs, the entire depreciation basis is a deductible
business expense.

Article 66

Leased assets: depreciation of leased assets shall be allowed to the lessee in case of finance lease and to the lessor in case of operating lease.

Article 60

Ethiopia

Rwanda

Value Added Tax

The depreciation basis for assets is the acquisition value.

Burundi

Kenya

Income Tax

Tanzania

7.4.4.

Uganda

7.5.
7.5.1.

7.6.
7.6.1.

Intangible Assets
The cost of acquiring acquisition or development and the cost of improvement, rehabilitation, and reconstruction of intangible assets including goodwill
are amortized annually, each on its own, at the rate of ten percent (10%) of the cost price.

Article 63

Heavy machinery
The cost of acquiring acquisition or development and the cost of improvement, rehabilitation, and reconstruction of heavy machinery, boats, ships and
aircraft are depreciated annually, each on its own, at the rate of ten percent (10%) of the cost price.

Article 62
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Income derived from investments

8.1.

General
Income under the second schedule is derived from investment includes any payments in cash or in kind by an individual
which has not been taxed as business income.

8.1.1.

Navigation

Investment income includes:
•
Interest income;
•
Dividend;
•
Royalty; and
•
Gains from lotteries and other games of chance.

Article 80

Burundi
8.2.

Ethiopia

8.2.1.

Interest income includes income from:
•
Loans, deposits, guarantees & current accounts;
•
Government securities; and
•
Bonds and other debt securities.

Article 2(i)

8.2.2.

Interest paid to a resident person is subject to withholding tax at the rate of 15%.

Article 23

8.2.3.

Non-residents are taxed on interest derived from Burundian sources by way of a withholding tax of 15%.

Kenya
Rwanda

Interest Income

Article 113(2)

Tanzania
8.3.

Uganda

8.3.1.

8.3.2.

Dividend income
Dividends will be deemed to have been paid in case of:
•
Income from shares, equity profits in a company of any type and revenues distributed by persons subject to tax on profits.
•
Surplus distributed as cash, securities or otherwise on liquidation of a company
•
Re-evaluation or value free capital.

In determining the business profits of a resident company dividends received from a resident entity are exempt.

Article 2(e)

Article 89
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8.3.3.

Dividends received from a resident company by a resident person, other than those received by a resident company are subject to withholding tax at
15% on payment.

8.3.4.

Non-residents are taxed on dividends derived from Burundi by way of a withholding tax of 15%.

8.4.

Navigation

Income Tax

Article 113(1)

Royalty Income

8.4.1.

Burundi

The term royalty income includes:
•
Payments of any kind received as consideration for the use of, or the right to use, any copyright of literary, artistic or scientific work including
cinematograph films, films, or tapes used for radio or television broadcasting;
•
Payment received from using any patent, trademark, model or prototype computer application, secret formula or process;
•
Natural resource payments; and
•
Price for using, or of the right to use a scientific industrial, commercial or scientific equipment or for information concerning industrial, commercial
or scientific or experience.

Article 2(n)

Ethiopia
Kenya
Rwanda

8.4.2.

Royalty payment to a resident person is subject to withholding tax at the rate of 15%.

8.4.3.

Non-residents are taxed on royalties derived from Burundi by way of a withholding tax of 15%.

9.

Article 23
Article 113(3)

Rental income

9.1.

Rental income includes revenues derived from rent of machinery and other equipment including agricultural equipment.

9.2.

Rental income from assets of a corporate entity is aggregated with other income and subject to income tax at the corporate rate.

Article 37

Tanzania
Uganda

Rental income is included in an individual’s business profits and is taxed in accordance with the applicable rules for determination of corporate profits.

9.3.

Income from rent is then taxed on the individual at the individual tax rates.

Article 89

Article 21
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Burundi
Ethiopia
10.1.2.

10.2.
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International taxation

10.1.

Kenya

Income Tax

General
Income is derived from a source within Burundi if it is derived:
1°Income generated from employment in Burundi or any other activity realized in Burundi;
2°Income from any service provided to a person resident in Burundi or a permanent established in Burundi;
3° Capital gain realized upon sale of a property or right thereto or indirect detention of such property or interest therein or disposal of financial assets of
a company resident in Burundi;
4° Income generated from immovable property situated in Burundi or rights to such property;
6° Operating revenue attributable to Burundi including income from livestock and inventory generated from agriculture and forestry situated in Burundi;
6° Licence contracts including credit leasing and royalties paid by a resident or permanent establishment in Burundi;
7° Dividends distributed by a resident company;
8° Winnings from lotteries and other games of chance and gambling taking place in Burundi;
9° Interest paid by a resident of Burundi or by a permanent establishment that a non-resident maintains in Burundi
A resident taxpayer is entitled to a foreign tax credit for any foreign tax paid in respect of income from activities performed abroad. The amount of
foreign tax credit should not exceed the tax payable in Burundi and should be supported by appropriate evidence.

Article 6

Article 14 & 15

Permanent establishment

Rwanda
Non-resident entities are liable to corporate income tax on business profit per tax period derived through a permanent establishment in Burundi.

Article 85 & 100

A “permanent establishment” means a fixed place of business through which the business of a person is wholly or partially carried on. In particular one
of the following is considered as a permanent establishment: place of management, branch, factory, office, factory, workshop, mine, quarry or any
other place for the exploitation of natural resources including a fishing boat, agricultural or forestry and a building site or a place where construction or
assembly works or supervisory activities are carried out for a period equal to or more than six (6) months.

Tanzania
Uganda
10.3.

Withholding Tax on International Payments
A non-resident person who derives income in the form of dividends, interest, royalty, service fees including management, financial/ accounting
assistance and technical service fees, lottery and other gambling proceeds or remuneration for any services rendered other than through a permanent
establishment in Burundi is subject to withholding tax at 15% on the payments received.

10.4.

Article 8

Article 13

Withholding Tax on International Payments

Non-resident persons receiving income from Burundi are taxed at 15% of gross income.

Article 113
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Transfer pricing
The Burundi Tax Law requires that transactions between related parties are conducted on an arm’s length basis. Where this is not done, adjustments
may be made to include profits that a resident person could have had if they operated as independent persons.		
Article 79
To facilitate the implementation of arm’s length principle, the Commissioner may enter into a prior agreement on method of determination of pricing.

Navigation

11.
11.1.

Pay As You Earn (PAYE)
Employers are required to deduct tax from the employment income of their employees and to remit the tax to the tax department on or before the 15th
of the month following the month of the deduction.

Burundi
Ethiopia

Local withholding tax

11.2.

Article 107

Dividends and Interest
A resident company, paying dividends or interest to resident and non-resident shareholders must withhold tax on the gross amount of the payment at
the rate of 15%, subject to certain exceptions.

Article 113

Kenya
11.3.

Where a public institution makes a payment for goods or services which were as a result of a public tender, tax at 4% must be withheld by the institution
on the invoice amount.

Rwanda
Tanzania
Uganda

Goods and services

11.4.

Article 111

Goods and services
A withholding agent who fails to withhold tax is personally liable to pay the tax that has not been withheld and or remitted. The tax authority is
mandated to recover the tax from the agent as though it were tax due from the agent together with the accrued interest. The agent is however entitled
to recover the amount from the payee; any interest charged as a result of not withholding cannot however be recovered from the payee.

Article 120
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Returns

12.1.

Navigation

Income Tax

Pay As You Earn
Every employer shall pay to the Commissioner any tax withheld within fifteen days after the end of the month in the prescribed form which is the IPR
(PAYE) return.

Article 107

No return of income is necessary for an individual whose gross income consists exclusively of employment income or income on which tax has been
withheld at source from which tax has been withheld and paid.

Article 25

Quarterly prepayments & returns
A taxpayer is required to file provisional returns and pay tax in three instalments during the tax year not later than 30th June, 30th September and 31
December. Each instalment is 25% of the tax liability as declared in the previous tax period. This amount is reduced by tax withheld at source under
Articles 51 and 52 of the Law.

Article 121

Where a taxpayer has a tax period that does not coincide with the calendar year, the quarterly prepayments are made not later than the last day of the
6th, 9th and 12th month of the tax period.

Article 123

Where a taxpayer started activities during the previous tax period, the prepayment is calculated as 25% of the prior year tax liability proportionately over
the period of time the business operated.

Article 124

Final returns
A taxpayer is required to prepare an annual tax declaration accompanied by the accounting balance sheet, profit and loss statement and other relevant
documents.

The return is due no later than 31st March of the following tax period or 3 months after the end of the of the accounting period.

Article 16

Article 95

Taxpayers with a turnover of more than Bif 100,000,000 million in the previous tax year are required to produce full accounts annual tax declarations
and financial statements certified by qualified professionals.

Article 40 & 95
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Individual Tax Return filing

12.4.1.

A resident individual does not have to file a return where:
•
The income consists mainly of employment income on which PAYE has been deducted and paid;
•
Investment income received has been subjected to withholding tax at source.

Article 25

A resident individual who receives income from more than one employer may file an annual declaration to claim a tax refund for excess income tax paid.

Article 26

Navigation
13.

Burundi

Assessments

13.1.
13.1.1.

Under the Tax Practice Law, the Commissioner will issue a notice of assessment when:
•
The taxpayer has filed the declaration of tax due in time but not paid the tax; and
•
Tax authorities have made a correction of the tax base or the statutory taxation.

13.1.2.

The taxpayer is required to pay tax due within fifteen (15) calendar days from receipt of the tax notification.

13.1.3.

The taxpayer has a right to respond within twenty (20) days from receipt of the notice which can be reduced to ten days (10) if the audit was targeted.

Ethiopia
Kenya
Rwanda

13.2.

Tanzania
Uganda

General

Article 64

Self-assessment
All tax registered persons are required to submit a self-assessment return on an annual basis.

13.3.

Article 16

Rectification note
Where the Tax Authorities make a rectification of the tax declaration, they shall send a rectification note to the taxpayer. The note shall contain a draft of
the adjusted assessment and all elements leading to the adjusted assessment.

Article 52
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14.2.

Navigation
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Objections and appeals
If a taxpayer is dissatisfied with an assessment, he may lodge a written appeal to the Commissioner within 30 days days of the service of notice of
assessment stating the grounds of appeal.

Article 69

After consideration of the appeal, the Commissioner may either allow the appeal in whole or in part and amend the assessment accordingly, or disallow
the objection.

Article 72

14.3.

The Commissioner General or other competent staff of the Tax Administration designated by the Commissioner General may extend the period for
making a decision once for another thirty (30) days and inform the taxpayer. When no decision is taken by the Commissioner General within this period,
the appeal is assumed to have a basis.

14.4.

A taxpayer who is dissatisfied with an appeal decision may, the taxpayer who is not satisfied with the decision of the Commissioner General may appeal
to the Joint Appeals Committee within 15 days of receipt of the Commissioner’s decision.

Article 77

A taxpayer who is not satisfied with the decision of the Joint Appeals Board may make an appeal within sixty (60) days after the receipt of the tax notice
from the Joint Appeal Board to the Ministry of Finance.

Article 83

A taxpayer who is not satisfied with the decision of the Ministry of Finance may make an appeal within six calender months from the date of decision of
the Minister to the competent court.

Article 84

Burundi
Ethiopia

Income Tax

Kenya
Rwanda
Tanzania
15.

Payment of assessed tax

Uganda
15.1.

For taxpayers under self-assessment, the tax is due on the date of furnishing the return of income and in any.

15.2.

The Commissioner may allow a taxpayer to pay the tax due by instalments following an application in writing. This cannot exceed twelve months (12).

Tax Procedure Law
Article 96
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Offences and penalties

Offence

Penalty

Administrative fixed penalties on
failure to comply with tax laws

- Bif 100,000: a natural person not engaged in any commercial activity and a taxpayer’s annual turnover equal to or less than Bif 50m;
- Bif 500,000: taxpayer annual turnover exceeds Bif 50m;
- Bif 600,000 if the taxpayer is registered as a large taxpayers.

Late payment fine

•

10% of the tax payable which results from an adjusted assessment by the Tax Administration e of ten percent

Underestimation of tax upon
audit

•

5% if tax liability is greater than 5% but less than 10% of the liability one ought to have paid.

•

10% if tax liability is greater than 10% but less than 20% of the liability one ought to have paid.

•

20% if tax liability is greater than 20% but less than 50% of the liability one ought to have paid.

•

50% if tax liability is greater than 50% of the liability one ought to have paid.

Reference

Article 126
Article 127
Article 128

Burundi
Ethiopia
Kenya

Tax fraud

100% of the evaded tax

Failure to pay tax withheld

100% of the tax withheld

Interest for late payment

1.5% simple interest on monthly basis.

Article 138
Article 122

Rwanda
17.

Tanzania

Records and books of accounts

17.1.

General
A person who withholds is required to keep records for a period of ten (10) years following the fiscal year in which the deduction was effected

Uganda
17.2.

Artcicle 118

Access to books and records
Upon request by an authorized officer, the taxpayer is obliged to give access to books and records.

Tax Procedure Law
Article 28
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Appendix 1: Income tax rates for individuals

Navigation

Income/annum (Bif)

Rate %

Cumulative tax payable (Bif)

0 – 1,800,000

0

0

1,800,001 – 3,600,000

20

360,000

Over 3,600,001

30

INSS (Burundi State Social Security)

Burundi
Ethiopia

Contributions to the State Social Security (INSS) is based on maximum monthly earnings of BIF 450,000 and is calculated as:
- Employee’s contribution 		
4%
- Employer’s contribution 		
6%
In addition to INSS, there is a 3% contribution by only the employer for occupational hazard. The maximum monthly earnings used to calculate contributions for each employee is BIF 80,000

Kenya
Rwanda
Tanzania
Uganda
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Appendix 2: Tax rates for companies
The income tax rate applicable to resident companies, permanent establishments of non-resident companies is 30%.
Income from agricultural & livestock companies that do not exceed Bif 20,000,000 are exempt from tax
Companies in the Economic Processing Zones (EPZ) pay tax at 0%.

Navigation
Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda
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Appendix 3: Withholding tax rates

Navigation
Burundi
Ethiopia

Income/annum (Bif)

Resident payee

Resident payee

Professional fees

15%

15%

Management fees

15%

15%

Imported goods

5%

Goods and services to public institutions

4%

Royalties

15%

15% dividends (1)

15% / 5%

15% Interest (2)

15%

15% Royalty

15%

15%

(1) No withholding tax is deducted from dividend payments to a resident company.
(2) Interest from treasury bonds is exempt

Kenya
Rwanda
Tanzania
Uganda
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Appendix 4: Wear & Tear
Wear and tear allowance applies to assets in the following classes:

Class

Navigation

Rate

1

Computers hardware and accessories including information
and communication systems that cannot be dissociated
from the computer

50%

2

All other business assets

25%

Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda
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Consumption Tax

Navigation
Burundi
Ethiopia

Commodity Description

Excise Rate

Sugar

600fbu / kg

Lemonade, Soda, Fruit Juices

30000fbu / HL

Mineral Water (Carbonated & flavoured)

13%

Beer produced using 100% local materials

7200fbu / HL

Beer

36000fbu / HL

Wine & spirits

80%

Wines in all categories

125fbu / Liter

Alcohol, liqueurs and other beverages: tariff headings between 22 and 20

125fbu / liter

Cigarettes

22fbu per cigarette rod

Fuel & Lubricants

10fbu / liter

Additional import duty

Export duty

Vehicles with compression ignition (Heading 87.03 of the CET)

Kenya
Rwanda
Tanzania
Uganda

Vehicles with an engine capacity of less than 1500cc

5%

Vehicles with an engine capacity of between 1500cc and 2500cc

10%

Vehicles with an engine capacity of above 2500cc

15%

Vehicles with spark ignition (Heading 87.03 of the CET)
Vehicles with an engine capacity of less than 1500cc

5%

Vehicles with an engine capacity of between 1500cc and 300cc

10%

Vehicles with an engine capacity of above 3000cc

15%

GSM Telephone consumption

12%

Subscription and the purchase of audiovisual recharge card

12%

Telephone communication (Local calls)

42fbu per minute.

Disclaimer
This publication contains general information only, and none
of Deloitte Touche Tohmatsu Limited, its member firms, or its
and their affiliates are, by means of this publication, rendering
accounting, business, financial, investment, legal, tax, or other
professional advice or services. This publication is not a substitute
for such professional advice or services, nor should it be used as
a basis for any decision or action that may affect your finances or
your business. Before making any decision or taking any action that
may affect your finances or your business, you should consult a
qualified professional adviser.
None of Deloitte Touche Tohmatsu Limited, its member firms, or
its and their respective affiliates shall be responsible for any loss
whatsoever sustained by any person who relies on this publication.
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Navigation

Value Added Tax

Excise Rate

Additional import duty

Stamp tax on imported wine, liquors, spirits, beauty products, tobacco and mobile phone

0.25USD

Incoming international calls

0.16USD per minute

Airline tax on departures

30,000fbu per passenger

Imported fabric

20%

Fixed levy on imports to be sold in Burundi

3%

Imported goods (Safety tax)

1.15%

Raw hides

Quick Tax Guide

Export duty

80%

Burundi
Ethiopia
Kenya

Notes to table:
The tax of 42fbu on national calls replaces both VAT and consumption tax on such calls.
The tax on vehicles excludes:
• Commercial vehicles for the transport of goods and people
• Lorries and light duty vehicles manufactured to carry goods,
• Ambulances
• Cellular and hearse cars
• Used vehicles of more than 6 months for returning Burundian nationals.

Rwanda
Burundi Quick Tax Guide

Tanzania
Uganda

Disclaimer
This publication contains general information only, and none
of Deloitte Touche Tohmatsu Limited, its member firms, or its
and their affiliates are, by means of this publication, rendering
accounting, business, financial, investment, legal, tax, or other
professional advice or services. This publication is not a substitute
for such professional advice or services, nor should it be used as
a basis for any decision or action that may affect your finances or
your business. Before making any decision or taking any action that
may affect your finances or your business, you should consult a
qualified professional adviser.
None of Deloitte Touche Tohmatsu Limited, its member firms, or
its and their respective affiliates shall be responsible for any loss
whatsoever sustained by any person who relies on this publication.
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Direct & Indirect Tax
Income tax rates for individuals

Navigation
Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda

Monthly income (Bif)

Rate (%)

Cumulative tax (Bif)

0 – 150,000

0

-

150,001 – 300,000

20

30,000

Above 300,000

30

-

Casual laborers are taxed at a flat rate of 15% subject to the Bif 150,000 threshold.
An employer who is not the principal employer deducts PAYE at the rate of 30%.
The due date for remitting IPR is within 15 days after the end of the month to which the payment relates.
Deductions from employment income
The following are deductible in arriving at taxable employment income:
• Employees contribution to the Social Security and state pension fund upto 20% of gross employment income.
• Employees’ share of health insurance contributions under the state social security system.
Taxable value of employment benefits
The general rule is that benefits are taxable at the market value of the benefit.
Benefits to a shareholder of a company are treated the same way that benefits provided by an employer to an employee are treated.
Tax free employment benefits
• Reimbursement of expenses incurred directly for business activities of the employer;
• Employer’s part of pension contributions paid by the employer on behalf of employees to a State fund and qualified pension fund;
• Employer’s contribution to health insurance contribution to social security or a private social security fund.
• Travel allowance not exceeding 15% of an employee’s basic salary;
• Reimbursement of medical expenses of an employee, his spouse and dependent children;
• Housing allowances not exceeding 60% of basic salary.
Retirement funds
• Contributions to the State Social Security (INSS) is based on a maximum monthly earnings used to calculate contributions is BIF 450,000:
• Employee’s contribution 		
4%
• Employer’s contribution 		
6%

Disclaimer
This publication contains general information only, and none
of Deloitte Touche Tohmatsu Limited, its member firms, or its
and their affiliates are, by means of this publication, rendering
accounting, business, financial, investment, legal, tax, or other
professional advice or services. This publication is not a substitute
for such professional advice or services, nor should it be used as
a basis for any decision or action that may affect your finances or
your business. Before making any decision or taking any action that
may affect your finances or your business, you should consult a
qualified professional adviser.
None of Deloitte Touche Tohmatsu Limited, its member firms, or
its and their respective affiliates shall be responsible for any loss
whatsoever sustained by any person who relies on this publication.
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Corporate income tax rates
Resident company 			
30%
Non-resident Company (branches/ permanent establishment) 30%
Agricultural & livestock companies*		
Exempt
Economic Processing Zones (EPZ) companies		
0%
*Proceeds from activities do not exceed Bif 20,000,000.

Navigation
Burundi

A turnover tax of 1% of turnover applies to loss making entities with the exception of companies benefitting under the Investment Code and those operating in the free zone.

Capital gains tax (CGT)
The gain/loss upon sale of an asset is included in business / investment income and taxed at the rates applicable to corporations or individuals respectively.
The only capital gains taken into account for a non-resident are those resulting from the sale of shares in a resident company or an interest in a building located in Burundi.

Ethiopia

The following capital gains are exempted:
1. Capital gain on transfer of real property which is the main residence of the transferor for at least 3 years;
2. Capital gain on corporate restructuring;

Kenya
Rwanda
Tanzania
Uganda

Capital Allowances
The wear and tear rates are applicable to assets as below.
Qualifying expenditure

Rate

Computers hardware and accessories including information and communication systems that cannot be dissociated from
the computer

50%

All other business assets

25%

Cost of acquisition, construction, refining, rehabilitation and reconstruction of buildings (straight line)

5%

Cost of acquisition, development, improvement, or extension of intangible assets including goodwill purchased from a
third party (straight line)

10%

Cost of acquisition, construction and cost of improvement, renovation and reconstruction of heavy machinery, boats, ships 10%
and aircraft (straight line)

Disclaimer
This publication contains general information only, and none
of Deloitte Touche Tohmatsu Limited, its member firms, or its
and their affiliates are, by means of this publication, rendering
accounting, business, financial, investment, legal, tax, or other
professional advice or services. This publication is not a substitute
for such professional advice or services, nor should it be used as
a basis for any decision or action that may affect your finances or
your business. Before making any decision or taking any action that
may affect your finances or your business, you should consult a
qualified professional adviser.
None of Deloitte Touche Tohmatsu Limited, its member firms, or
its and their respective affiliates shall be responsible for any loss
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© 2015 Deloitte & Touche. All rights reserved.

<< Previous | Next >>

Customs and Excise

Income Tax

Value Added Tax

Quick Tax Guide

Withholding tax rates

Navigation
Burundi
Ethiopia
Kenya

Nature of payments

Resident

Non-resident

Dividends

Exempt*

15%

Interest

15%**

15%

Royalties

15%

15%

Service fees (including technical & management fees)

15%

15%

Performance payments made to an artist, a musician or a sportsperson

15%

15%

Lottery and other gambling proceeds

15%

15%

Payments from public tender by public institutions

4%

15%

Proceeds from real property, a financial asset or collection of personal property

NA

5%

1. *This applies to payments by a resident company to another resident company
2. Interest on Treasury Bills and Bonds are exempt
The due date for remitting withholding tax is 15 days after the month of deduction.
Returns and payment of income tax
Instalment tax where applicable is payable in 3 instalments in the sixth, ninth and twelfth months of the year of income.

Rwanda

Basis for instalments: The instalments are calculated as 25% of the tax liability as declared in the prior year tax declaration.
Final tax is due on or before the last day of the third month after year-end.

Tanzania
Uganda

Returns are due by the last day of the third month after the financial year-end.
Subject to approval for change from the Commissioner General, all persons are deemed to have a calendar financial year end.

Disclaimer
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and their affiliates are, by means of this publication, rendering
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Value Added Tax
Rates of tax
Zero rated

0%

Standard rated

18%

Reduced rate*

10%

VAT as a fraction of the inclusive price (standard rate)

Navigation

*Applies to foodstuffs imported as well as locally processed agricultural products and agricultural inputs
Annual turnover threshold for registration 		

Burundi
Ethiopia
Kenya

1/6.55

Bif 100m p.a.

Returns and payments are due on the 15 day of the succeeding month or quarter.

Returns and payment of income tax
Import duty rates for goods imported from countries outside the EAC are 0% for raw materials, 10% for intermediate goods and 25% for finished goods.
Goods will only enjoy the preferential community tariffs if they meet the EAC Customs Union Rules of Origin.

Rwanda

Certain products have reduced rates under agreement with the other EAC partner states.
A safety tax of 1.15% is imposed on the value of imported goods.

Tanzania
Uganda

A fixed levy of 3% on customs imports is charged as a down-payment on tax on all imports.
Export Tax
An export tax of 80% is payable on exportation of rawhide

Disclaimer
This publication contains general information only, and none
of Deloitte Touche Tohmatsu Limited, its member firms, or its
and their affiliates are, by means of this publication, rendering
accounting, business, financial, investment, legal, tax, or other
professional advice or services. This publication is not a substitute
for such professional advice or services, nor should it be used as
a basis for any decision or action that may affect your finances or
your business. Before making any decision or taking any action that
may affect your finances or your business, you should consult a
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Consumption Tax (Excise duty)
Excise duty is calculated on either an ad valorem or specific basis and is imposed on some imports, locally manufactured products and on services.
The taxable value on imported products is calculated according to Cost, Insurance and Freight on entry into Burundi while on locally manufactured products, it is calculated according to selling price
exclusive of taxes.
The due date for paying the duty depends on whether the qualifying product is locally manufactured or imported. For imported products excise is payable before clearance through customs. Please
refer to the Customs & Excise booklet for the complete list of excise rates.

Navigation

Excise duty on locally manufactured products is payable once cleared out of the factory for consumer use.
Excise duty is payable by the 5th day after the 15th and last day of the month.

Burundi
Ethiopia
Kenya
Rwanda

Tax on local calls
A tax of Bif 42 per minute is applicable to national traffic on mobile phone.

Other charges
Description
Trucks (3000 & above)

Charges
100,000

Bus, Jeep & other motor vehicles (More than 2000)

70,000

Other motor vehicles (Under 2000)

40,000

Driving permit - New

40,000

Driving licence - Renewal

30,000

Tanzania
Inspection of vehicles

Uganda

Car

20,000

Trucks

30,000
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The Burundi Value Added Tax Law No 1/12 of 29 July 2013
The Burundi Value Added Tax Law No 1/12 of 29 July 2013 Establishing Value Added Tax came into force in July 2013. This Law modified the old Law
No 1/02 of 17/02/2009 on establishing VAT.

2.

Navigation

2.1.

Ethiopia

A registered person making supplies at the zero rate shall in all respects be treated as making a taxable supply. The zero rate should be justified.

Kenya

Tanzania

Value added tax is charged on taxable goods and services made by a registered person in Burundi; the importation of taxable goods and a supply of
imported taxable services.

2.2.

Article 15
Article 16 & 19
(Ministerial order)

The liability to account for VAT vests with the registered person making the taxable supply. The amount of tax chargeable will be recovered by the
registered person from the recipient of the supply.
VAT on the importation of goods into Burundi is due and payable by the importer at the time of importation.
However, the liability to VAT in respect of imported services vests with the registered person receiving the service.

Uganda

Article 3

The rate of tax shall is zero and 18% for the taxable value of the taxable supply, the value of imported taxable goods or the value of a supply of imported
taxable services. A reduced rate of 10% applies to agricultural products and inputs.
A zero rate applies to:
a) Exportations and related operations;
b) International transport and other ancillary services to transport

Burundi

Rwanda

Basis of charge to tax

A supply of goods and services occurs in Burundi, if:
• A sale or any other operation costs of transferring ownership of goods to a third party in accordance with delivery terms in Burundi;
• Construction works carried out in Burundi;
• Any other operation when service delivered, right assigned or granted, object or leased equipment is used, initiated or operated in Burundi; and
• Delivery of electricity, water, gas, heat, cold and similar things done and received in Burundi.

Article 41

Article 6

The taxation period for the supply of goods and services shall be one that is the earliest among the following,
• The date on which the invoice is issued; or
• The date on which full or partial payment
For own supply, VAT is due:
• For goods upon realization of the chargeable transaction
• For services on the last day of the taxable year in which the services are delivered.

Article 9
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Value of goods and services

3.1.

Navigation

The taxable value of each good or service is determined as follows
• The taxable value on goods or services is the consideration paid in money by the recipient or other amount or goods or services to be received in
return. However where the supply is between related parties, the value cannot be less than market price of the goods or services
• For supply to oneself, the taxable value is;
• Goods: purchase price of goods or services or prime cost determined at the moment of performing an operation
• Services: expenses incurred for execution of the service;
• The taxable value excludes:
• Discounts, rebates, remittances, refunds and other price reduction made directly to customers
• Amounts received upon delivery of returnable packaging provided the VAT relating to the amount was not charged
• Justifiable disbursements

Burundi
3.2.

Article 11

Article 13

Importation of goods and services

Ethiopia
Kenya
Rwanda

3.2.1.

Importation of goods occurs at the date on which the goods have entered a Burundian territory under the customs Legislation.

Article 14

3.2.2.

Foreign services are at times acquired by people inside Burundi, if a tax payer gets services from a person who is outside Burundi, the taxpayer is
considered as if he/she has delivered taxable services and has received an output tax from that person residing outside Burundi.

Article 12

3.3.

Basic Value for taxation of imported goods
The basic value of imported goods is the sum of;

Tanzania

3.3.1.

Value of the goods for the implementation of customs duty under the customs legislation whether or not such a duty is payable on such imported
goods.

3.3.2.

(a) Cost of insurance and freight incurred in bringing the goods to Burundi.
(b) The cost for services which facilitate the import of goods.

3.3.3.

The amount of customs duty, exercise, port charges, or other fiscal charges other than value added tax payable in respect of imports.

Article 14

Uganda
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Input tax

4.1.

General

4.1.1.

Allowance of Input tax
If all goods or services supplied by a taxpayer during a value added tax period are taxable goods and services, the taxpayer is allowed a credit of the
input tax paid in respect of taxable acquisitions or taxable imported goods during the tax period for the purposes of selling or delivering taxable goods
and services.

Navigation

If a taxpayer imported goods part of which are exempted while others are taxable then the sum of input tax to be claimed will be the portion of the tax
paid for the taxable goods in relation to the taxable business.

Burundi

No input tax is allowed if goods purchased in the country or taxable imported goods or services are for non-business use as well as for housing expenses
or accommodation, reception, catering and travel expenses.

Article 16

Ethiopia
4.1.2.

Denial of input tax,
No input tax is allowed on the following goods,
1. Goods and services for non-business use.
2. Housing or accommodation
3. Entertainment, catering and travel expenses.

Kenya

Article 17

Rwanda
5.

Post-Sale Adjustments

Tanzania

The reasons for post-sale adjustments are as follows,
1. If a transaction is terminated or cancelled
2. The goods are returned to the supplier
3. The counterparty to a transaction is changed; or
4. The transaction is either exempt or non-taxable due to a change in terms.

Uganda

5.1.1.

Value added tax post-sale adjustments.
Value added tax paid in respect of the taxable goods or services exceed the value added tax to be duly payable by the supplier, the seller benefits the
balance as a deductible input tax. However if the seller delivered taxable goods or services to a value added tax non-registered person, the seller shall be
allowed to benefit the balance as a deductible input tax only when he/she substantially proves that the balance was repaid to the recipient.
The registered buyer shall consider the additional tax as output tax on taxable goods or services.
If adjustments to the taxable goods and services lead to the diminution of the tax to be duly paid against the tax paid by the seller, the registered
recipient is requested to pay the value added tax related to the additional value to the adjustment.
Article 25
The registered recipient shall consider the additional tax as a refundable tax.
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Computation of Value added tax payable for a taxation period.
• The amount of value added tax that a taxpayer must remit to the tax administration in the taxation period is the tax payable for the period.

6.1.

Article 41

Value added tax refund
Where, for a tax period, the amount of input VAT in respect of the taxable period exceeds the amount of output VAT payable for the same period, the
difference constitutes, for the taxpayer concerned, a tax credit.
This tax credit must, in principle, be transferred to the declaration for the next tax period.

Navigation

However, when each declaration on three consecutive taxable periods shows a tax credit, a claim may be filed with the return for the third period,
provided that the amount of the tax credit on the third period exceeds at least Bif fifteen million (15,000,000).

Burundi

Article 21
(Ministerial Order)

International organisations, embassies and consulates as well as natural persons are entitled to reimbursement of VAT in accordance with International
Treaties or Agreements ratified by Burundi. However VAT on local purchases for goods for personal use is not refundable.

Ethiopia

Notwithstanding the above, the following persons may apply for a refund:
1. Where each periodic statement shows a tax credit of at least Bif one million (1,000,000) and it is a taxpayer where at least 50% of the taxable
operations are subject to the zero rate;

Kenya

2.

Rwanda

6.2.

Article 20

Article 22
(Ministerial Order)

Where the amount of reimbursement to which they are entitled reaches at least Bif one million (1.000.000) and it is a person covered by Article 20
of Law No. 1/12 of 29 July 2013 on VAT.

Prior to the payment of refund the taxpayer must pay all recoverable tax debts outstanding within the time limits.

Tanzania

Article 19

Article 25

Invoices, credit and debit notes.

6.2.1.

Uganda

A value added tax registered person who sells taxable goods or services must at the time of the supply issue the recipient with an original invoice, the
Value Added Tax Invoice should have the following information:
a)
Names of the taxpayer (taxpayer’s trade name) and clients’ name.
b)
Taxpayer Identification number (TIN) and the purchaser’s if necessary.
c)
Date on which the value Added Tax Invoice was issued.
d)
Description of goods sold or services rendered
e)
Value of taxable goods or services
f)
Sum of Value Added Tax due on the given tax transaction
g)
Serial number of the Value Added Tax.

Article 35

Value added tax paid in respect of the taxable goods or services exceed the value added tax to be duly payable by the supplier, the seller benefits the
balance as a deductible input tax. However if the seller delivered taxable goods or services to a value added tax non-registered person, the seller shall be
allowed to benefit the balance as a deductible input tax only when he/she substantially proves that the balance was repaid to the recipient.
The registered buyer shall consider the additional tax as output tax on taxable goods or services.
If adjustments to the taxable goods and services lead to the diminution of the tax to be duly paid against the tax paid by the seller, the registered
recipient is requested to pay the value added tax related to the additional value to the adjustment.
The registered recipient shall consider the additional tax as a refundable tax.

Article 25
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Credit Note and Debit Note
When a transaction is terminated or cancelled, the goods are returned to the supplier, the counterparty to a transaction is changed, or the transaction is
either exempt or non-taxable due to a change in terms, an adjustment takes place.

Article 38

when changes of invoice take place by debit notes or credit notes, they must show:
a) The date of issue of the note, its number in continuous series and the word “credit note” or “debit note”;
b) The name, address and the VAT identification number of the taxable person issuing notes;
c) A reference to the invoice for the transaction, under which the note is issued, and a brief description of the circumstances giving rise to the
issuance;
d) the amount of consideration on the invoice under which the note is issued, the amount of the amended return, the difference between these two
amounts and the related VAT, in case the note is issued due to a change of the consideration;
e) The name, address and the VAT identification number of the client.

Article 25
(Ministerial Order)

Declaration and payment of Value added tax

7.1.

Value Added Tax declaration
The taxable period for VAT purposes is one month.
Every taxable person is required to file for each taxable period a periodic statement in which he indicates:
a) the amount of taxable and exempt transactions made and those provided to him during the preceding period in the context of its economic activity;
b) the amount of tax payable, deductions to be made and adjustments to make, and c) Data that tax authority considers necessary to satisfy the
provisions for the control of the application of tax.
The return must be filed not later than the fifteenth (15th) day following the taxable period to which it relates to

Kenya
Rwanda
Tanzania

Income Tax

8.

Article 40

Payment of value added tax,
• The value added tax shall be paid on the date of submission of a value added tax declaration for that taxation period.
• The value added tax payable by an importer is due and payable when imported goods have entered Burundi at the time of release for consumption.
Importation of taxable goods is subject to value added tax at the customs point in accordance to customs legislation.

Uganda
8.1.

Article 41

Collection of value added tax on imported goods.
Importation of taxable goods is subject to value added tax at the customs point in accordance with the customs legislation.

9.

Registration and Deregistration

9.1.1.

Registration
A person is required to apply for registration for VAT not later than 15th day of the month if:
a)
Has exceeded the registration threshold within the period of twelve-month period ending at the end of the previous month;
b)
Has exceeded a half of the registration threshold within the period of six months ending at the end of the previous month;
c)
Genuinely has reason to believe that they will reach the registration threshold within the period of twelve months from the beginning of the month.

Article 29
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Value added tax paid in respect of the taxable goods or services exceed the value added tax to be duly payable by the supplier, the seller benefits the
balance as a deductible input tax. However if the seller delivered taxable goods or services to a value added tax non-registered person, the seller shall be
allowed to benefit the balance as a deductible input tax only when he/she substantially proves that the balance was repaid to the recipient.
The registered buyer shall consider the additional tax as output tax on taxable goods or services.
If adjustments to the taxable goods and services lead to the diminution of the tax to be duly paid against the tax paid by the seller, the registered
recipient is requested to pay the value added tax related to the additional value to the adjustment.

Navigation

Article 25
The registered recipient shall consider the additional tax as a refundable tax.

Burundi

A person is required to register for VAT by tax administration from the 1st day of the month following the dead line of application for registration.

Ethiopia
Kenya
Rwanda
Tanzania
Uganda

9.1.2.

The person reaches the threshold for registration in a given period if the total value of supplies of goods and services made, or to be made by the person
during that period or part of this period is equal to or above one hundred million Burundian francs (100,000,000 Bif)

Article 30

Anyone other person who has an independent economic activity and is not required to apply for VAT registration, may apply for voluntary registration if:
a. The person has a real economic activity and is independent;
b. The person has reached or will reach the voluntary registration threshold, and keeps complete accounting records;
c.
The person must have a fixed address;
d. The person is not in violation of any tax laws and presents no risk to the treasury.
The voluntary registration threshold is Bif twenty-four million (24,000,000)

Article 2 & 3
(Ministerial Order)

Within fifteen days after that date, the person is required to file a final declaration and pay the net amount of tax which he has to pay; including oneself
service provisions until that date and oneself deliveries of goods as if he had completely ceased its economic activity.

Article 52

Taxpayer Identification Number
Article 17 of Law No 1/18 of 6/09/2013 on tax procedures requires every person undertaking a commercial activity even occasionally which may result in
tax obligations to register with the tax administration within 15 calender days from the beginning of the activity or creation of the company.

9.1.3.

Certificate of registration
A registered taxpayer must display the certificate of registration at his/her place of business

10.

Article 17

Article 31

Change in taxpayer address,
A taxpayer is obligated to inform the Tax Authorities,
• In case a taxpayer changes his or her address, then he is obliged to notify the tax administration.
• Terminates or changes their economic activity.

Article 32
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Offence

Penalty / Fines and Interest

Late payment of tax

In case the taxpayer fails to pay tax within the period set by the law then the taxpayer will be
required to pay interest on the amount of tax, the interest rate is fixed at 1.5% and it is calculated
on a monthly basis non-compounding counting from the first day after the tax should have been
paid until the day of payment which is included, every month that begins shall be considered as a
complete month.

Article 122

Where a taxpayer fails to pay tax within the specified time, a penalty of 10% of the amount due
will apply.

Article 127

Failure to:
• Register as required under the Law
• File a tax declaration on time
• Provide proof required by the tax administration
• Co-operate with a tax audit
• Keep proper books of accounts
• Issue a Value Added Tax invoice

Administrative fixed penalties will be charged
• Bif 100,000 for small taxpayers (taxpayers whose Annual Turnover is equal to or less than Bif
50,000,000),
• Bif 300,000 for Medium taxpayers (taxpayers whose annual turnover exceeds Bif 50,000,000
but not a large taxpayer),
• Bif 600,000 if a taxpayer has been informed by the tax authority that he/she is in the category
of large taxpayers.

Article 126

Understatement of tax from an audit

If an audit or investigation shows that the amount on a tax declaration is less than the tax liability
the taxpayer ought to have paid, he/she shall pay the non-paid tax and also be subject to the
following administrative penalties.
• Five percent (5%) of the amount of understatement if the understatement is equal to or more
than five percent (5%) but less than ten percent (10%) of the tax liability that was supposed to
have been paid.
• Ten percent (10%) of the amount of understatement if the understatement is equal to or
more than ten percent (10%) but less than twenty percent (20%) of the tax liability that was
supposed to have been paid.
• Twenty percent (20%) of the amount of understatement if the understatement is equal to or
more than twenty percent (20%) but less than fifty percent (50%) of the tax liability that was
supposed to have been paid.
• Fifty percent (50%) of the amount of understatement if the understatement is equal to fifty
percent (50%) or more of the tax liability supposed to have been paid.

Article 128

Burundi

Kenya

Value Added Tax

Offences and Penalties

Navigation

Ethiopia

Income Tax

Tanzania
Uganda

Tax fraud
Additional sanctions

•

A taxpayer who commits fraud is subject to an administrative fine of one hundred percent
(100%) of the evaded tax.

Following may apply in addition to the penalties above;
• Being barred from bidding for public tenders,
• Being published in nationwide newspaper.

Article Reference,
Law No 1/18 of
6/09/2013 on Tax
Procedures.

Article 130
Article 140
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Appendix:
Zero-Rated goods and services
Exported goods and services														

Goods: export goods“ means the supply of goods dispatched or transported by virtue of their delivery to a location abroad, and includes the process by which
the goods leave the territory of Burundi, under the Customs legislation.

Navigation

Article 15

Article 17 – 20
(Ministerial Order)

Services: „foreign services“ taxed at 0%, services means following:
a. Services directly associated with immovable property situated abroad;

Burundi
Ethiopia

b. Services supplied in relation to goods situated abroad at the time of the performance of the service;
c. The rental of personal property that is used abroad throughout the period of rental, or throughout a successive period to which an account or a
subsequent payment relates;
d. The repair, renovation, modification or treatment of goods imported free of duty temporarily under the Customs legislation;
e. The services that are included in the taxable base of goods at the time of importation;
f. Services that are provided to persons physically abroad which are received by that person at the moment of execution;

Kenya
However these services are excluded from the 0% rate when:

Rwanda
Tanzania
Uganda

i. It is a right or option to receive a good or service in Burundi whose delivery or performance is taxable, or
ii. They are performed pursuant to a contract with a person not established in Burundi but are or will be made to a non-taxable person established in
Burundi

International Transport and ancillary services.
„international transport“ means transport services of goods or passengers by air, lake, rail or road:
a. From one place abroad to another place abroad, including distances in Burundi;
b. From a place abroad to a destination in Burundi;
c. From a place in Burundi to a destination abroad.
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Schedule 2.2
Exempted goods and services													
The following goods and services are exempted from value added tax;

Article 7

a) Life insurance operations, Health insurance, Medicare, and the following financial operations:

Navigation
Burundi

•

the granting of credit and ensuring of debt resulting from the granting of credits

•

Exchange operations

•

The provision of securities;

•

the intermediation in insurance and financial transactions referred to above, and

•

management of investment fund;

b) Construction of buildings, or parts of buildings, and of the land adjoining a residential use;
c) The supply of undeveloped land, other than those of serviced land;
d) Leasing, let and sale of lease of immovable property, with the exception of

Ethiopia
Kenya
Rwanda
Tanzania
Uganda

•

Making vehicle available for location

•

Provision of space for the storage of goods.

•

The provision of furnished accommodation in hotels, motels, and establishment where paying guests are hosted and general chattel buildings let for
residential use for a period of three consecutive months.

•

A building let for use other than residential.

e) Medical, dental and paramedical care, including imports and deliveries of drugs, pharmaceuticals products other than hygienic products, beauty or
general care products without curative or preventive effects, equipment and specialized products for the medical activities, under the conditions and limits
determined by the Minister for finance.
f)

School or university education in the conditions and limits set by the Minister for finance.

g) The services and deliveries of goods closely linked to the social assistance and security by organizations recognized as social organizations by the Minister
for finance, excluding supplies of local goods and service to these organizations.
h) The supply of unprocessed agricultural products by their producers. By “agricultural products” we understand all agricultural products including Livestock
and Fisheries.
i)

Delivery at face value of postage stamps for postage, revenue stamps and other similar values

j)

Imports of goods, to the extent that they benefit from breaching customs in accordance with the customs registration. The list of goods is determined by
the Minister for finance.

k) The transportation of persons by minibus or bus with a capacity of 14 people seated or more.
l)

Supplies of water and electricity by the distribution networks, as long as they are delivered at residential buildings for purely private use.
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Navigation
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Any type of sugar (in solid form) excluding molasses
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Drinks:

Navigation
Burundi
Ethiopia

All type of soft drinks (except fruit juices)

30%

Powder soft drinks

30%

Water bottled or canned in a factory

20%

Alcoholic Drink:
All types of beer and stout

50%

All types of wine

50%

Whisky

50%

Other alcoholic drinks

100%

All types of pure alcohol

75%

Tobacco & Tobacco Products:

Kenya
Rwanda
Tanzania
Uganda

Tobacco leaf

20%

Cigarettes, cigar, cigarillos, pipe tobacco, snuff and other tobacco products

75%

Salt

30%

Fuel– jet fuel, super Benzene, Regular Benzene, petrol, Gasoline and other motor spirits

30%

Perfumes and Toilet waters

100%

Textile and Textile products produced in a factory:
Textile fabrics, knitted or woven of natural silk, rayon, nylon, wool or other similar materials

10%

Textile of any type partly or wholly made from cotton, which is grey, white, dyed or printed, in pieces of any length or
width (except mosquito net and “Abudgedid”) and including blankets, bed sheets, counterpanes, towels, table clothes and
similar articles

10%

Garments

10%

Personal Adornment made of gold, silver or other material

20%

Dish washing machines for household use

80%

Washing machines for household use

30%

Video Decks

40%

Television and Video Cameras

40%

Television broadcast receivers whether or not combined with gramophone, radio or sound receivers and reproducers

10%
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Excise Rate

Motor passenger cars, station wagons, utility cars and land Rover, Jeeps pickups, similar vehicles (including
motorized caravans), whether assembled, together with their appropriate initial equipment:

Navigation
Burundi

Up to 1,300 c.c

30%

From 1,301 c.c up to 1800 c.c

60%

Above 1800 c.c

100%

Carpets

30%

Clocks and watches

20%

Asbestos and asbestos products

20%

Dolls and toys

20%

Ethiopia
Kenya
Rwanda
Tanzania
Uganda
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Preamble
This edition of our publication Income Tax in East Africa incorporates changes in legislation introduced by the 2013 Finance Act and other subsidiary legislation. It also includes references to
changes in the practice of the East African Revenue Authorities where they are significant.
These notes are designed to familiarize clients with Kenya, Tanzania and Uganda Income Tax law. They constitute only a brief guide and are not intended to be a comprehensive summary of
Kenyan Income Tax law and practice. While all reasonable care has been taken in the preparation of this guide, Deloitte and its associates accept no responsibility for any errors it may contain,
whether caused by negligence or otherwise, or for any loss, however caused, or sustained by any person that relies on it.

Navigation

November 2013

Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda
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a basis for any decision or action that may affect your finances or
your business. Before making any decision or taking any action that
may affect your finances or your business, you should consult a
qualified professional adviser.
None of Deloitte Touche Tohmatsu Limited, its member firms, or
its and their respective affiliates shall be responsible for any loss
whatsoever sustained by any person who relies on this publication.
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The Ethiopian Income Tax Proclamation 286/2002
The Ethiopian Income Tax Proclamation (Proclamation 286/2002) was enacted in 2002, and its date of commencement was 4th June 2002
These notes incorporate the amendments to the Income Tax Proclamation.

2.

Basis of charge to tax

Navigation

2.1.

Residents are subject to tax on worldwide income. Non-residents are subject to tax only on all Ethiopian- source income.

Burundi

2.2.

Residence – Any individual, who lives in Ethiopia for more than 183 days during a12-month period, whether continuously or intermittently, will be
regarded as a resident for the entire tax period.

2.3.

Taxable income – Any income generated is taxable unless specifically exempt.

2.4.

Rates – Personal Income Tax (PIT) is progressive and ranges from 10% to 35%. These rates apply to part-time employees equally.

2.5.

Non-residents are subject to tax only on all Ethiopian-source income

2.6.

The above income tax rates are also applicable to non-residents in respect of employment. In addition, certain payments made to non-residents, at an
address outside Ethiopia, are subject to a 10% withholding tax (WHT).

Ethiopia
Kenya
Rwanda
Tanzania

3.

Uganda

3.1.

Employment income
Every person deriving income from employment is liable to pay tax on that income at the rate specified in Schedule ‘A’ of the income tax
proclamation-286/2002. Employment income shall include any payments or
gains in cash or in kind received from employment

According to Proclamation No. 286/2002, this tax is imposed on a monthly employment earning of an employee.
Disclaimer
This publication contains general information only, and none
of Deloitte Touche Tohmatsu Limited, its member firms, or its
and their affiliates are, by means of this publication, rendering
accounting, business, financial, investment, legal, tax, or other
professional advice or services. This publication is not a substitute
for such professional advice or services, nor should it be used as
a basis for any decision or action that may affect your finances or
your business. Before making any decision or taking any action that
may affect your finances or your business, you should consult a
qualified professional adviser.
None of Deloitte Touche Tohmatsu Limited, its member firms, or
its and their respective affiliates shall be responsible for any loss
whatsoever sustained by any person who relies on this publication.
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The first Birr 150 (one hundred fifty Birr) of employment income is excluded from taxable income.
Taxable employment income” is defined in the above proclamation as the amount of income subject to tax after deductibles under the tax law.
• The first Birr 150 (one hundred fifty Birr) of employment income is excluded from taxable income.
• If the tax on income from employment is paid by the employer in whole or in part without being deducted from the salary or wage of the employee the amount so paid shall be added to the
taxable income and considered part thereof.
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The Ethiopian Income Tax Proclamation 286/2002
The following categories of income are exempted from payment of income tax :
•
Income from employment received by casual employees who are not regularly employed provided that they do not work for more than one (1)
month for the same employer in any twelve (12) months period;

Navigation
Burundi

•

Pension contribution, provident fund and all forms of retirement benefits contributed by employers in an amount that does not exceed 15% (fifteen
percent) of the monthly salary of the employee;

•

Amount paid by employers to cover the actual cost of medical treatment of employees

•

Subject to reciprocity, income from employment, received for services rendered in the exercise of their duties by:
a. Diplomatic and consular representatives, and
b. Other persons employed in any Embassy, Legation, Consulate or Mission of a foreign state performing state affairs, who are national of
that state and bearers of diplomatic passports or who are in accordance with international usage or custom normally and usually exempted
from the payment of income tax.

•

Payments made to a person as compensation or gratitude in relation to:
(I) Personal injuries suffered by that person;
(II) The death of another person.

•
•
•
•

Allowance in lieu of means of transportation granted to employees under the contract of employment (currently up to 2,200Br by ERCA
Hardship allowance
Amount paid to employees in reimbursement of traveling expense incurred on duty
Amount of traveling expense paid to employees recruited for elsewhere than the place of employment on joining and completion of employment
or in case of foreigners traveling expense form or to their country, provided that such payments are made pursuant to specific provision of the
contract

Ethiopia
Kenya
Rwanda
Tanzania

Income of persons employed for domestic duties.

Uganda

•
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3.3.

Per diem which currently is limited by Ethiopian Revenue and Customs Authority (ERCA) up to Br 225 per day if the employee travels 25 km and
above from the permanent working station

Declaration and Payment of Employment Income Tax
•
•
•
•

An employer must withhold tax from every payment made to an employee unless the payment is expressly made tax-exempt by the Income Tax Proclamation.
The employer must pay the withheld tax to the Tax Authority within thirty (30) days of the end of each calendar month.
The employment income tax payment must be accompanied by a statement with respect to each employee who derives taxable income for the month.
The statement referred must contain the following information:
a.
the name, address, and TIN of each employee;
b.
the amount of taxable income derived by each employee from the employment;
c.
the amount of tax withheld from that income; and
d.
the amount of any tax-exempt income derived by the employee.
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Burundi

4.
4.1.

Rwanda
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An employee working for more than one employer or an employee of international organization having diplomatic immunity or in embassies,
missions and other consular establishments of a foreign government must her/himself declare and pay taxes on her/his “Schedule A” income within
thirty (30) days of the end of each calendar month.
If an employer finds out that his employee has more than one employment income and if he ascertains that the other employer(s) have not
aggregated the said income, he shall aggregate and withhold the tax thereon.

Dividend and interest income
Dividend income
Dividends
											
1. Every person deriving income from dividends from a share company or withdrawals of profits from a Private limited company shall be subject to tax
at the rate of ten percent (10%).
2. The withholding Agent shall withhold or collect the tax and account to the Tax Authority.
3. This tax is a final tax in lieu of income tax.

Ethiopia
Kenya

Value Added Tax

Assessment of Employment Income Tax
•

Navigation

Income Tax

4.2.

Interest income
Interest Income on Deposits:
1) Every person deriving income from interest on deposits shall pay tax at the rate of five percent (5%).
2) The payer shall withhold the tax and account to the Tax Authority in the manner provided in Article 67.
3) This tax is a final tax in lieu of income tax.

Tanzania
Uganda
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Pensions
Every private employer is required to register its employees with the Private Organization Employees Social Security Agency. This proclamation states that
any private organization shall, for the purpose of registration, submit to the Agency copies of its establishment law, personal data of its employee taken
at the time of first employment, letter of employment issued to the employee and other particulars determined by the Agency.

Proclamation
no.715/2011

Navigation

The contributions payable to the Private Organizations Pension Fund is mandatory and it is applicable to basic salary of the employee. Starting July 08,
2014, the contribution is 11% by the employer and 7% by the employee. This is the maximum contribution by the employer and the employees. The
employer is responsible to withhold contributions by the employee and file it every month to the Ethiopian Revenues and Customs Authority (ERCA)
along with its contribution.

Proclamation
no.715/2011

Burundi

The contribution is 11% by the public office and 7% by the public servant for public employees

Proclamation
714/2011

The contribution is 25% by the public office and 7% by the public servant for public employees-for military and police

Proclamation
714/2011

Ethiopia
Kenya

• Pension contribution, provident fund and all forms of retirement benefits contributed by employers in an amount that does not exceed 15% (fifteen percent) of the monthly salary of the
employee are exempt from tax;

Rwanda
Tanzania
Uganda
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Business income

This tax is imposed on a business income. Business income is determined per tax period on the basis of the profit and loss account or income statement which must be drawn in accordance with
the Generally Accepted Accounting Standards, subject to the provisions of the Income Tax Proclamation, regulations and the directives issued by the Tax Authority.

6.1.

Navigation
Burundi

Allowable expenses
•
•
•
•
•

Ethiopia
•

Kenya
Rwanda
Tanzania
Uganda
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The direct cost of producing the income, such as the direct cost of manufacturing, purchasing, importation, selling and such other similar costs.
General and administrative expense connected with the business activity.
Premiums payable on insurance directly connected with the business activity.
Expense incurred in connection with the promotion of the business inside and outside the country subjected to the limits set by the Directive issued
by Minster of Revenue.
Commissions paid for service rendered to the business, provided that:
1. the service in question were in fact rendered;
2. the amount paid as commission for the services corresponds to the normal rates paid by other similar bodies or persons.
In the case of a business located and operating in Ethiopia as the branch, subsidiary or associated company of a business located and operating
abroad, no payment of any kind made to the holding or associated company of the business in Ethiopia is accepted as deduction from gross
income in calculating the taxable income unless:
1. the payment in question was made for services actually rendered and
2. the service was necessary for the business and could not be performed by other persons or bodies or by the business itself at a lower cost.

Deductible Emoluments to Mangers, Owners, Children of Owner
• If the tax authority has reasons to consider that the total amount of salaries and other personal emoluments payable to the manager or mangers
of a private limited company is exaggerated it may reduce the amount for taxation purpose to the limit which, in the view of operations of the
company, appears justifiable, either by disallowing the payments made to more than one manager or in any other way which may be just and
appropriate.
• Sums paid as salary, wage or other emoluments to the children of the proprietor or member of the partnership is only allowed as deduction if such
employees have the qualifications required by the post.
Deductible Interest Expense
• Regarding deductible interest expense, an interest rate that does not exceed the rate used between the National Bank of Ethiopia and the
Commercial Banks increased by two percentage points is allowed as deductible if it is paid,
a. to lending institutions recognized by the National Bank of Ethiopia;
b. to foreign banks permitted to lend to enterprises in Ethiopia but interest paid to foreign banks may only be deductible up on fulfilling the
following:
• the lending bank must, prior to the granting of any loan to any such person, file a declaration in writing with the Tax Authority where it informs the
tax authority concerning all loans granted to any person liable to pay income tax in Ethiopia;
• the borrower must withhold 10% from gross interest payable to the lender and transfer same to the tax authority within two months of the end of
the fiscal year.
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Deductible Gifts and Grants
Gifts and grants must be allowed as deductions on the following conditions
• if the receipt of the donation is registered as welfare organization and where it is certified by the registering authority that the organization has
record of outstanding achievement and its utilization of resources and accounting system operates with transparency and accountability;
• if the contribution is made in response to emergency call issued by the government to defend the sovereignty and integrity of the Country, to
prevent man made or natural catastrophe, epidemic or for any other similar cause;
• donation made to noncommercial education or healthy facilities;
• the grand and donation made for the purposes listed above may only be allowed as deduction where the amount of the donation or grant does
not exceed 10% of taxable income of the tax payer.

Navigation
6.2.

Disallowable expenses
•
•
•
•
•
•
•

Burundi
Ethiopia
Kenya

•
•
•
•
•

Rwanda
Tanzania

•
•
•
•

Uganda
6.3.
6.3.1.

The cost of the acquisition, improvement, renewal and reconstruction of business assets that are depreciated according to the tax laws;
An increase of the share of capital of a company or the basic capital of a registered partnership;
Voluntary pension or provident fund contributions over and above 15% of the monthly salary of the employees.
Declared dividends and paid-out profit shares;
Interest in excess of the rate used between the national bank of ethiopia and the commercial banks increased by two (2) percentage points.
Damages covered by insurance policy;
Representation expenses (hospitality expenses incurred in receiving gusts coming from outside of the enterprise in connection with the promotion
and enhancement of the business) over and above 10% of the salary of the employee
The creation or increase of reserves, provisions and other special-purpose funds unless otherwise allowed by the tax law;
Income tax paid on schedule c income and recoverable value-added tax;
Personal consumption expenses;
Expenditures exceeding limits set forth by the tax law
Entertainment expenses; (means the provision of good, beverage, tobacco, accommodation amusement, recreation or hospitality of any kind to any
person whether directly or indirectly)
Donation or gift if it does not fulfill the requirements set in the income tax regulation
Sum paid as salary, wage or other personal emoluments to the proprietor or partner of the enterprise
Expenditure for maintenances or other private purpose for the proprietor or partner of the enterprise
Losses not connected with or not arising out of the activity of the enterprise

Foreign exchange gains or losses
All net gains and losses arising from any transactions in foreign exchanges shall be brought to account for taxpurposes as additions to taxable income or
deductible losses in the year in which they are realized.
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6.4.

Taxation of petroleum companies and their subcontractors
Any investor who exports or supplies to an exporter as production or service input, at least 60% of his products or services shall be entitled to income
tax exemption for two years in addition to the exemption provided for the schedule.

6.4.1.

Any person engaged in petroleum operations under a petroleum agreement shall pay 30% income tax on its taxable income

Proclamation
226/2000
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Navigation
Burundi

6.5.

Export processing zones/Incentives

6.6.

Miscellaneous provisions

6.7.

Accounting periods

Rwanda
Tanzania
Uganda
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6.7.1.

Unless otherwise provided, the period for tax assessment (“tax year”) shall be the fiscal year, that is, the one-year period from July 8 to July7.

6.7.2.

The tax year of a person is:							
• in the case of an individual or an association of individuals, the fiscal year;
• in the case of a body, the accounting year of the body. .
• A body shall not change its accounting year un1ess it obtains prior approval, in writing, from the Tax Authority and complies with any condition
that may be attached to the approval

Ethiopia
Kenya

Income Tax

7.

Article 64 of
Proclamation
286/2002

Business with non-resident persons

All payments made in consideration of any kind of technical services rendered outside Ethiopia to resident persons in any form is subject to tax at a flat rate of ten
percent (10%) which is required to be withheld and paid to the Tax Authority by the payer within fifteen (15) days after the end of each calendar month.

Article 32 of
Income tax
Proclamation
286/2002

Ethiopia has Double Tax Treaties with China, Czech Republic, France, India, Israel, Italy, Romania, Russia, South Africa, Tunisia, Turkey and United and Kingdom.

8.

Losses

8.1.

If the determination of taxable business income results in a loss in a tax period, that loss may be set off against taxable income in the next three (3) tax
periods, earlier losses being set off before later losses.

8.2.

The Income tax proclamation lays down four categories of income (“specified sources”) as follows:
• Employment Income Tax (Schedule “A” Income Tax)
• Rental Income Tax (Schedule “B” Income Tax)
• Business Income Tax (Schedule “C” Income Tax)
• Other Income Tax (Schedule “D” Income Tax)

Proclamation
286/2002
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9.1.1.

Quick Tax Guide

General
These are dealt with in the Investment Regulation 270/2012

9.2.

Industrial building allowance

9.3.

Wear and tear allowance on plant and machinery / Depreciation

Burundi

•
•

Ethiopia

•
•

Kenya
Rwanda

Value Added Tax

Capital allowances

9.1.

Navigation

Income Tax

9.4.

Fine art, antiques, jewelry, trading stock and other business assets not subject to wear and tear and obsolescence must not be depreciated.
The acquisition or construction cost, and the cost of improvement, renewal and reconstruction, of buildings and constructions must be depreciated
individually on a straight-line basis at five percent (5%).
The acquisition or construction cost, and the cost of improvement, renewal and reconstruction, of intangible assets must be depreciated
individually on a straight-line basis at ten percent (10%).
The following two categories of business assets must be depreciated according to a pooling system at the following rates:
a. Computers, information systems, software products and data storage equipment: twenty-five (25%).
b. All other business assets: twenty percent (20%).

Mining allowance

In the case of a large scale mining license holder 25% of taxable income

Tanzania
Uganda

9.5.

Farmworks allowance

9.6.

Investment deduction

9.6.1.
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Investors engaged in manufacturing activities are given different incentives in the form of tax exemption and duty free incentives.
To encourage private investment and promote the inflow of foreign capital and technology into Ethiopia, the following incentives are granted to both
domestic and foreign investors engaged in areas eligible for investment incentives:
• Customs Import Duty.
• Income Tax Holiday.
• Duty Draw-Back Scheme.
• Voucher Scheme.
• Bonded Manufacturing Warehouse Scheme.

Proclamation
769/2012
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Navigation
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Rates of tax

10.1.

Tax rate for personal employment income tax ranges from 10% to 35%

10.2.

Non-residents are subject to tax only on all Ethiopian-source income at 10%
The tax rate is 25% flat for Mining Companies.
For unincorporated or individual businesses, the business income tax ranges from 10% to 35%

11.

Value Added Tax

Personal reliefs

In Ethiopia this indicates income from employment exempted from tax given above under employment income tax

12.

Submission of returns

Ethiopia
12.1.

Kenya

General

12.1.1.

Rwanda

Every taxpayer who has Schedule B or Schedule C income shall prepare a declaration of his income in a form prescribed by the Tax Authority. Taxpayers
shall submit the tax declaration to the, Tax Authority at the time of submitting the balance sheet, and the profit and loss account for that tax year within
the time prescribed below:
• Category A taxpayers within 4 months from the end of the taxpayers tax year.
• Category B taxpayers within 2 months from the taxpayers tax year.

Tanzania

13.

Uganda

13.1.

Any taxpayer who objects to an assessment may appeal to the Tax Appeal Commission (hereinafter referred to as the “Appeal Commission”) upon the
fulfillment of the requirements hereunder.

13.2.

No appeal shall be accepted by the Appeal Commission, unless:
(a) a deposit of fifty percent (50%) of the dispute amount is made to the Tax Authority; and
(b) the appeal is lodged with the Appeal Commission within thirty (30) days following the day of receipt of the Assessment Notice or from the date of
decision of the Review Committee.

Disclaimer

Objections and appeals
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Navigation
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Payment of tax - tax on assessment

14.1.

Instalment tax

14.2.

Tax under self-assessment

14.2.1.
14.3.

Burundi

Income Tax

The tax under the self-assessment shall be paid in the periods specified for each tax payer.

Final assessment

The self-assessed tax would be the final tax if it is accepted by the tax office.

14.4.

Advance tax

Not applicable in Ethiopia

Kenya
14.5.

Rwanda
Tanzania
Uganda

A turnover tax has been introduced with effect from 31st December 2002 for businesses with a turnover of less than ETB 500,000.00 The applicable rates are 2% and
10%:
• 2% /two percent / on goods sold locally
• for services rendered locally
• 2%/Two percent/ on contractors, grain mills, tractors and combine- harvesters.
• 10% /Ten percent/ on others

14.5.1.
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Turnover tax

Turnover Tax shall not apply to: (The following are exempted from Turnover Tax
a. the sale or transfer of a dwelling used for a minimum of two years or the lease of a dwelling;
b. the rendering of financial services;
c. the supply of national or foreign currency (except for that used for numismatic purposes) and of securities;
d. the rendering by religious organizations of religious or other related services;
e. the supply of prescription drugs specified in directives issued by the relevant government agency, and the rendering of medical services;
f. the rendering of educational services provided by educational institutions, as well as child care
g. services for children at pre-school institutions;
h. the supply of goods and rendering of services in the form of humanitarian aid;
i. the supply of electricity, kerosene, and water;
j. the provision of transport;
k. permits and license fees;
l. the supply of goods or services by a workshop employing disabled individuals if more than 60% of the employees are disabled; and
m. the supply of books.
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Payment of tax - PAYE and withholding tax

15.1.

Employment income

The employer must pay the withheld tax to the Tax Authority within thirty (30) days of the end of each calendar month.

Navigation
Burundi
Ethiopia
Kenya

15.2.

The amount required to be withheld is two percent (2%) of the gross amount of the payment.
• supply of goods involving more than Birr 10,000 in any one transaction or one supply contract;
• rendering of the following services involving more than Birr 500 in one transaction or one service contract

15.3.

Tanzania
Uganda

Withholding taxes on payments to non-resident person

All payments made in consideration of any kind of technical services rendered outside Ethiopia to resident persons in any form is subject to tax at a flat rate of ten
percent (10%) which is required to be withheld and paid to the Tax Authority by the payer within fifteen (15) days after the end of each calendar month.

15.4.

Rwanda

Other withholding taxes on payments to resident persons

15.4.1.

Rates of withholding tax
The current rates of withholding tax in Ethiopia are given below:

WHT Rates
Dividends

Note

Residents

Non-Residents

1

10%

10%

Interest

2

5%

5%

Royalties

3

5%

5%

Technical
service fees

4

2

10%

Other

5

Disclaimer
This publication contains general information only, and none
of Deloitte Touche Tohmatsu Limited, its member firms, or its
and their affiliates are, by means of this publication, rendering
accounting, business, financial, investment, legal, tax, or other
professional advice or services. This publication is not a substitute
for such professional advice or services, nor should it be used as
a basis for any decision or action that may affect your finances or
your business. Before making any decision or taking any action that
may affect your finances or your business, you should consult a
qualified professional adviser.
None of Deloitte Touche Tohmatsu Limited, its member firms, or
its and their respective affiliates shall be responsible for any loss
whatsoever sustained by any person who relies on this publication.

© 2015 Deloitte & Touche. All rights reserved.

<< Previous | Next >>

Customs and Excise

16.
16.1.

Navigation
Burundi
Ethiopia
Kenya
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Penalties
Penalties imposed under the Income Tax Proclamation

Penalty for Late Filing or Non-Filing
A taxpayer who fails to file a timely tax declaration is liable for a penalty equal to:
• 1,000 Birr for the first thirty (30) days (or part thereof);
• 2,000 Birr for the next thirty (30) days (or part thereof);
• 1,500 Birr for each thirty (30) days (or part thereof) thereafter.
Penalty for Understatement of Tax
1. If the amount of tax shown on a declaration understates the amount of tax required to be shown, the taxpayer is liable for a penalty in the amount of ten percent (10%) of the understatement
and fifty percent (50%) if the understatement is considered substantial in accordance to the requirements stated below.
2. The understatement is considered substantial if it exceeds the smaller of the following two amounts:
• twenty-five percent (25%) of the tax required to be shown on the return; or
• 20,000 Birr
3. The penalty will continue to apply until, the Appeal Commission or a court as the case may be, will have rendered its final decision.
Penalty for Late Payment
A taxpayer who fails to pay tax liability on the due date is subject to:
• a penalty of five percent (5%) of the amount of unpaid tax on the first day after the due date has passed; and
• an additional two percent (2%) of the amount of the tax that remains unpaid on the first day of each month thereafter.
Penalty for Failure to Keep Proper Records
1. The taxpayer will be liable for a penalty of 20% of the tax assessed if s/he failed to keep proper books of account, records, and other documents regarding a certain tax year.
2. If the Tax Authority finds that a taxpayer has failed for two consecutive tax years, to keep proper books of account, records, and other documents:
• The licensing authority will forthwith suspend the taxpayer’s license on notification by the Tax Authority;
• If in a subsequent year, the Tax Authority again finds that the taxpayer has failed to keep proper books, records, and documents, the licensing authority will revoke the taxpayer’s license
with or without notification by the Tax Authority depending on circumstances.
Penalty for Failure to Withhold Tax
1. A withholding agent who fails to withhold tax in accordance with the Income Tax Proclamation is personally liable to pay to the Tax Authority the amount of tax which has not been withheld,
but the withholding agent is entitled to recover this amount from the payee.
2. The tax withholding liability imposed by Income Tax Proclamation will be treated as a tax liability for purposes of any article providing taxpayers with the right to contest the amount of tax due
or to recover tax paid.
3. In addition to any amount for which a withholding agent is liable, an agent who fails to withhold tax in accordance with Income Tax Proclamation will be liable for a penalty of 1,000 Birr for
each instance of failure to withhold the proper amount.
4. A penalty of Birr 1,000 is imposed on the following individuals:
• a manager who knew or should have known of the failure to withhold
• a chief accountant or another senior officer who is responsible for supervision or control of withholding procedures and who knew or should have known of the failure to withhold, or
whose improper supervision failed to prevent it.
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The Ethiopian Value Added Tax Proclamation 285/2002
The Ethiopian Value Added Tax 2002 came into force on 4 July 2002

2.

Navigation

2.1.

Burundi

Value added tax is charged on a taxable supply made by a registered person in Ethiopia made in the course or furtherance of a business; the importation
of taxable goods and a supply of imported taxable services.

Article 3

The rate of tax shall be in the case of a zero-rated supply, zero percent or the standard rate fifteen percent of the taxable value of the taxable supply, the
value of imported taxable goods or the value of a supply of imported taxable services.

Article 2 (7)

A registered person making supplies at the zero rate shall in all respects be treated as making a taxable supply. A supply or importation of goods and
services shall be zero rated if they are included in the list under this proclamation.

Ethiopia
Kenya

Basis of charge to tax

2.2.

The liability to account for VAT vests with the registered person making the taxable supply. The amount of tax chargeable will be recovered by the
registered person from the recipient of the supply.
VAT on the importation of goods into Ethiopia is due and payable by the importer at the time of importation/declaration at the customs office

Rwanda
Tanzania
Uganda

However, the liability to VAT in respect of imported taxable services vests with the registered person receiving the service.
Place of Supply of Goods:
• If a supply involves goods being transported, the supply takes place at the location of the goods when transportation starts. In other cases, the
supply of goods takes place at the location where the goods are transferred.
• A supply of electric or thermal energy, gas, or water takes place where the goods are received, except that if these are exported from Ethiopia, the
supply is considered to take place in Ethiopia.

Section 3(9)

The time of supply shall be :
Except as provided in this Article or in regulations Issued by the Council of Ministers, a supply occurs when a VAT invoice is issued for that transaction.
• Notwithstanding the provisions of Sub-Article 1 of this Article, if a VAT invoice is not issued within 5 days after the moment described in this SubArticle, the supply will be considered as having taken place-• at the time the goods are made available to the recipient, sold or transferred, or the services are rendered; or
• in the case of a delivery of goods that involves shipment of the goods, when the shipment starts.
Section 3(11)
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Subject to this Proclamation:
(a) a supply of goods means:
1) a sale of goods; or
2) a grant of the use or right to use goods, whether with or without a driver, pilot, crew, or operator, under a rental agreement, credit agreement,
freight contract, agreement for charter, or any other agreement under which such use or right to use is granted; or
3) a transfer or provision of thermal or electrical energy, gas, or water;
A rendition of services means anything done which is not a supply of goods or money, including:
1) the granting, assignment, cessation, or surrender of any right: or
2) making available a facility or advantage.

Navigation
Burundi

3.

Value of supply

3.2.1.

Ethiopia
4.

Kenya

4.1.

Rwanda
5.

Tanzania
Uganda

5.1.

Article 4

The value of a supply is determined according to the amount the person receives or is entitled to receive in return for the supply of goods or rendering
of services, whether from the customer or any other person (including any duty, taxes, or other fee payable), but without including VAT.

Section3 (12)

Credit notes
Where a tax invoice has been issued in the circumstances specified under Sub-Article (2)(a) and the amount shown as tax charged in that tax invoice
exceeds the tax properly chargeable in respect of the supply, the registered person making the supply shall provide the recipient of the supply with a tax
credit note containing the particulars

Section 13 (3)

Debit notes
Where a tax invoice has been issued in the circumstances specified under Sub-Article (2)(a) and the tax properly chargeable in respect of the supply
exceeds the amount shown as tax charged in that tax invoice, the registered person making the supply shall provide the recipient of the supply with a
tax debit note containing the particulars specified in Sub-Article (10).

Section 3 (13(5))
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Input tax

6.1.

Navigation

Income Tax

General
Many of the things a person buys will carry a VAT charge, but a person registered for VAT can normally claim a credit for the VAT charged on business
purchases and expenses. This is INPUT TAX. It includes not only the VAT on purchases of raw materials or on goods purchased for resale, but also the
VAT on things like:• office equipment for the business;
• commercial vehicles used in the business for the carriage of goods;
• telephone bill ( for the business);
• payment for services in connection with the business (e.g. accountants’ or lawyers’ fees).
But VAT paid on goods or services for someone else’s business or VAT on private purchases such as furnishings for the home of the proprietor is not
considered as input tax.

6.2.

Input tax is deductible against output tax payable by the registered person in the period in which the supply or importation occurred subject to specific
exclusions in the law.

Kenya

A deduction for input tax requires the relevant documentation in support and is available for deduction up to five months after the time of supply.

Rwanda

All claims for input tax must be supported with a valid tax invoice. Input tax in respect of imported goods must be supported by an import declaration
together with a receipt for the payment of duty.

Tanzania
Uganda

Input tax may not be deducted on the following supplies:
• on a taxable transaction to, or import by, a person of a passenger vehicle unless the person is in the business of dealing in, or hiring of, such
vehicles, and the vehicle was acquired for the purposes of such business, or unless the person is engaged in the business of transporting passengers
for hire and the vehicle was acquired and is licensed for that purpose;
• on a taxable transaction to, or import by, a person of goods or services acquired for the purposes of entertainment or providing entertainment,
unless the person is in the business of providing entertainment and the supply or import relates to the provision of taxable transactions involving
entertainment in the ordinary course of that business; or the person is in the business of providing taxable transactions involving transportation
services and the entertainment is provided to passengers as part of the transportation services.
Where the amount of input tax in respect of a tax period exceeds the amount of output tax for the period, the amount of the excess shall be carried
forward as input tax deductible in the next tax period. Refunds are granted where the Tax Authority is satisfied that the excesses arise from zero-rated
supplies.
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Burundi
Ethiopia

Value Added Tax

General

7.1.1.

This is the VAT you charge your customers. It is only a taxable person who will charge VAT in the course of effecting supplies.

7.1.2.

Value added tax is charged where:
• taxable supply are made by a registered person in Ethiopia; or
• the importation of taxable goods; or
• Supply of imported taxable services;

8.

Quick Tax Guide

Output tax

7.1.

Navigation

Income Tax

Registration & Deregistration

8.1.
8.1.1.

Kenya
Rwanda

Registration
A person who carries on taxable activity and is not registered is required to file an application for VAT registration with the Authority if:
(a) at the end of any period of 12 calendar months the person made, during that period, taxable transactions the total value of which exceeded
500,000 Birr; or
(b) at the beginning of any period of 12 calendar months there are reasonable grounds to expect that the total value of taxable transactions to be made
by the person during that period will exceed 500,000 Birr.

8.1.2.

A person who carried on taxable activity and is not required to be registered for VAT, may voluntarily apply to the Authority for such registration, if he
regularly is supplying or rendering at least 75% of his goods and services to registered persons.

8.1.3.

A registered person shall notify the Tax Authority, in writing of any change in the name(including the business name), address, place of business, or
nature of the business of the person within twenty one days of the change

Tanzania
Uganda
8.1.4.
8.2.

Section 5 (16)

Section 9 (38)

The Tax Authority may issue in regulations, provide for the registration of related parties as one registered person for the purposes of the proclamation

Section 5(16(7)

Deregistration

8.2.1.

A registered person is to apply to have his registration for VAT canceled if he has ceased to make taxable transactions.

8.2.2.

A registered person may apply to have his registration for VAT canceled at any time after a period of three years of the date of his most recent
registration for VAT if the registered person’s total taxable transactions in the period of 12 months then beginning reasonably are expected to be not
more than 500,000 Birr.

Section 5 (19)
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Navigation
Burundi

Income Tax

Value Added Tax

Quick Tax Guide

If a registered person’s VAT registration is canceled, his goods (including capital goods as provided under Sub-Article (8) on hand at the time the
cancellation takes effect are considered to be supplied at cost in a taxable transaction taking place at that time if the registered person claimed or had
a right to claim a tax credit with respect to the acquisition of the goods under Article 21.

Record keeping

1) A registered person or any other person liable for tax under this Proclamation shall maintain for 10 years in Ethiopia(a) original tax invoices received by the person,
(b) a copy of all tax invoices issued by the person,
(c) customs documentation relating to imports and exports by the person,
(d) accounting records; and
(e) any other records as may be prescribed by the Ethiopian Revenues and Customs Authority by directive.
2) For purposes .of Sub-Article (1), records means accounting records, accounts, books, and computer stored information, or any other documents.

Ethiopia
Kenya

Section 4 (4)

10.
10.1.

Section 9 (37)

The VAT return
The VAT return for every accounting period shall be filed no later than the last day of the calendar month following the accounting period.

Section 7 (26(2))

Except as otherwise provided in the Proclamation, a person who fails to file a timely return is liable for a penalty equal to 5 percent of the amount of
tax underpayment for each month (or portion thereof) during which the failure continues, up to 25 percent of such amount.
2) The penalty under Sub-Article (1) of this Article is limited to 50,000 Birr for the first month (or portion thereof) in which no return is filed.
3) For purposes of this Article, an underpayment of tax is the difference between the tax required to be shown on the return and the amount of tax
paid by the due date.
4) In any event the penalty may not be less than smaller of the two amounts:
(a) 10,000 Birr;
(b) 100 percent of the amount of tax required to be shown on the return.

Rwanda
Tanzania
Uganda
11.
11.1.

Section 11 (46)

Refund of tax
Subject to this Article, if at least 25 percent of the value of a registered person’s taxable transactions for the accounting period (other than under
Article 7 Sub-article (2)(d) is taxed at a zero rate, the Authority shall refund the amount of VAT applied as a credit in excess of the amount of VAT
charged for the accounting period within a period of two months after the registered person files an application for refund, accompanied by
documentary proof of payment of the excess amounts.

Section 7(27(1))
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Subject to this Article, in the case of other registered persons. the amount of VAT applied as a credit in excess of the amount of VAT charged for the
accounting period is to be carried forward to the next five accounting periods and credited against payments for these periods and any unused excess
remaining after the end of this five-month period shall be refunded by the Authority within a period of two months after the registered person files an
application for refund. accompanied by documentary proof of payment of the excess amounts.
In all cases where an amount refunded to a person is established by the Authority to have been made erroneously, the Authority may demand the
return of such amount.
The Minister of Finance and Economic Development shall determine the manner in which and the amount of the tax collections that will he retained
for VAT refunds.

Navigation
Burundi

11.1.2.

Where the Authority is satisfied that a person who made an application for refund under Su-Article
(l) or (2) has overpaid tax, the Authority shall:
(a) first apply the amount of the excess in reduction of any tax, levy, interest, or penalty payable by the person under this Proclamation. the Customs
Proclamation, the Income Tax Proclamation, or the Sales and Excise Tax Proclamation; and
(b) then repay any amount remaining to the person if the amount to the refunded is more than 50 birr.

11.1.3.

If a registered person is entitled to a refund under Sub-Article (5) and the Authority is satisfied that the person has overpaid tax, then if the Authority
does not pay the refund by the date specified in Sub-Article (1) or (2), whichever is applicable, the Authority shall pay the person entitled to the
refund, interest set at 25% (twenty five percent) over and above the’ highest commercial lending interest rate that prevailed during the preceding
quarter.

Ethiopia
Kenya

Section 7 (27(2))

Rwanda
Tanzania
Uganda
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Penalty
1. If any amount of tax is not paid by the due date, the person liable is obliged to pay interest on
such amount for, the period from the due date to the date the tax is paid.
2. The interest rate under Sub Article (1) of this Article is set at 25% (twenty five percent) over
and above the highest commercial lending interest rate that prevailed during the preceding
quarter.

Section Reference
Article 11 (47)

Failure to produce books, records or provide
information as required by an authorized officer

Where a person fails to maintain records required under Article 37- 2,000 Birr for each month or
portion thereof that the failure continues.

Section 11 (45)

Offences by members and staff of the Authority

Any tax officer or former taxation officer employed in carrying out the provisions of this
Proclamation who:
a). directly or indirectly asks for, or receives in connection with any of the taxation officer‘s
duties, a payment or reward, whether pecuniary or otherwise, or promise or security for that
payment or reward, not being a payment or reward which the officer is lawfully entitled to
receive, or
b) enters into or acquiesces in an agreement to door to abstain from doing, permit, conceal,
or connive at any act or thing whereby the tax revenue is or may be defrauded or which is
contrary to the provisions of this Proclamation or to the proper execution of the taxation
officer‘s duty, commits an offence and is liable on conviction to a fine not less than 50,000
Birr and to imprisonment for a term of not less than ten (10) years and not more than twenty
(20) years.

Section 12 (53)

Failure to apply for registration

Where any person engages in taxable transactions without VAT registration where VAT registration
is required 100 percent of the amount of tax payable for the‘ entire period of operation without
VAT registration;

Section 11(45)

Burundi
Ethiopia
Kenya
Rwanda
Tanzania

Value Added Tax

Offences and Penalties

Offence

Navigation
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Income tax rates for individuals

Year 2013 and 2014
Income Tax Rates for Resident Individuals

Navigation
Burundi

Taxable Income as exceeds

But does not exceed

Rate

Birr/ETB

Birr/ETB

%

0

1 800

0%

1 800

7 800

10%

7 800

16 800

15%

16 800

28 200

20%

28 200

42 600

25%

42 600

60 000

30%

60 000 +

Ethiopia
Kenya

Allowances
Personal tax relief - 2013/2014

35%

ETB 150.00 per month

Taxable value of employment benefits
Any income generated is taxable unless specifically exempt.

Rwanda

Benefits in Kind
Individuals are taxed on the value of any benefit or advantage arising from employment.

Tanzania

(a) Tax free employment benefits
• Income from employment received by casual employees who are not regularly employed provided that they do not work for more than one month for the same employer in any
12 months.
• Pension contributions, provident fund and all forms of retirement benefits, contributed by employers in an amount that does not exceed 15% of the monthly salary of the
employee.
• Subject to reciprocity, income from employment received for services rendered in the exercise of their duties by diplomatic and consular representatives, and other persons
employed in any embassy and who are nationals of that state, and bearers of diplomatic passports.
• Payments made to a person as compensation or gratitude in relation to personal injuries suffered by that person or death of another person
• Amounts paid by employers to cover the actual cost of medical treatment of employees
• Allowances in lieu of means of transportation granted to employees under contract of employment limits.
• Hardship allowances for approved locations within the Country.
• Amounts paid to employees in reimbursement of travelling expenses incurred on duty.
• Allowance paid to members and secretaries of board of public enterprises and public bodies, as well as to members and secretaries of study groups set up by the federal or
regional Government.
• Income of persons employed for domestic duties

Uganda
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Allowances
Personal tax relief - 2013/2014

ETB 150.00 per month

Taxable value of employment benefits
Any income generated is taxable unless specifically exempt.

Benefits in Kind
Individuals are taxed on the value of any benefit or advantage arising from employment.

Navigation
Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda

National social security fund
Social Security
Old Age, Disability, and Survivors
• Insured person – 7% (public sector) or 5% (private sector, gradually rising to 7% by 2013) of basic salary. The insured’s contributions also finance work injury benefits.
• Self-employed person – Voluntary contributions.
• Employer – 11% (public sector), 7% (private sector,ngradually rising to 11% by 2015), or 25% (military) of payroll. The employer’s contributions also finance work injury benefits.
Sickness and Maternity
No statutory benefits are provided.
Work Injury
• Temporary disability benefits – A lumpsum of 47% of the insured’s monthly basic salary, multiplied by five years, multiplied by the assessed degree of disability, is paid.
• Permanent disability pension – 47% to 70% of the insured’s monthly basic salary is paid according to the assessed degree of disability. If the value of the disability pension is less
than or equal to the insured’s entitlement to the old-age pension, the old-age pension is paid, up to 70% of the insured’s monthly basic salary.
• Survivor benefits – Survivor pension is 50% of the deceased’s pension paid to the widow(er). The pension ceases on remarriage if the widow is younger than age 45 (age 50 for a
widower, no limit if disabled).
National hospital insurance fund
Not applicable in Ethiopia, there is a law about health insurance but not yet implemented.
•

Tax exempt pension
Up to 15% of the basic salary of the employee

Corporate income tax rates
1. Residence – A company is resident when it is registered according to the countries law for commercial registration.
2. Basis – The accounting basis used to determine is accrual accounting principles where income is recognized as earned and expenses are recognized when incurred.
3. Rate –The Corporate Income Tax (CIT) in Ethiopia is 30% and 25% for Mining Companies.
Turnover tax rates
TOT is an indirect tax. The rate for TOT is 2% on goods sold locally; for services, 2% on contractor, grain mills, tractors and combine harvesters, and 10% on others.
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Capital gains tax
The current CGT system in Ethiopia applies on sales of building at 15%, and transfer of shares at 30%.

Capital allowances
•
•
•

Navigation
Burundi

•

In the determination of taxable business income, the owner of the business assets may deduct depreciation for business assets.
Fine art, antiques, jewelry, trading stock and other business assets not subject to wear and tear and obsolescence must not be depreciated.
The acquisition or construction cost, and the cost of improvement, renewal and reconstruction, of buildings and constructions must be depreciated individually on a straight-line
basis at five percent (5%).
The acquisition or construction cost, and the cost of improvement, renewal and reconstruction, of intangible assets must be depreciated individually on a straight-line basis at ten
percent (10%).

The following two categories of business assets must be depreciated according to a pooling system at the following rates:
• Computers, information systems, software products and data storage equipment: twenty-five (25%).
• All other business assets: twenty percent (20%).

Withholding tax rates

Ethiopia
Residents
Dividends

Kenya
Rwanda
Tanzania
Uganda

Non-Residents

10%

10%

Interest

5%

5%

Royalties

5%

5%

Technical service fees

2%

10%

Other

Returns and payment of income tax
Businesses in Ethiopia are divided into three categories: Category “A”, Category “B” and Category “C”. The reader should know that this is different from Schedule A, B and C
classification.
• Category “A” includes the following persons and bodies:
• any company incorporated under the laws of Ethiopia or in a foreign country;
• any other business having an annual turnover of Birr 500,000 or more;
• Category “B”, unless already classified in category “A”, any business having an annual turnover of over Birr 100,000;
• Category ”C”, unless already classified in Categories “A” and “B”, whose annual turnover is estimated by the Tax Authority as being up to Birr 100,000 (one hundred thousand Birr);
Category A taxpayers within 4 months from the end of the taxpayer’s tax year.
Category B taxpayers within 2 months from the taxpayer’s tax year.
Category C taxpayers within 1 months from the taxpayer’s tax year.

Value Added Tax
VAT is levied at the standard rate of 15% of the value of:
• Every taxable transaction by a registered person.
• Every import of goods, other than an exempt import.
• Import of services and
Zero rate 0%.
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Customs duty
The current CGT system in Ethiopia applies on sales of building at 15%, and transfer of shares at 30%.
Ethiopia, being a member of the Customs Co-operation Council, ratified the harmonized Commodity Description and Coding System in August 1993. Duties are levied on CIF value.
Excise tax rate ranges widely from 10% to 100% for different goods.

Navigation
Burundi

Ethiopia has significantly reduced customs duties on a wide range of imports. Duty-free items are allowed to visitors. However, the amount allowed is limited. Professional articles and
samples, including those imported by businesspersons and commercial travelers, such as cameras and radio equipment, and items imported by visitors, requires special permits which
must be obtained from the Ministry of Information and Culture and Environmental and the Wildlife Protection Authority.
All importers and exporters must be registered with the Ministry of Trade and obtain a trading license. The Ministry regulates imports. Foreign exchange permits are required for all
importers. Highly protective tariffs are applied on certain items such as textile products, leather goods etc., to protect local industries.

Excise duty
In Ethiopia, both the federal and regional governments collect excise tax. Ethiopian Customs and Revenue Authority (ERCA) is responsible for collecting excise tax for the Federal
government and collects excise tax levied on locally produced and imported items into the country.

Ethiopia
Kenya
Rwanda
Tanzania
Uganda

The minimum excise tax rate applied to excisable goods is 10% while the maximum is 100%. Excise tax has 10 bands or groups of rates at which excise can be charged.
Item

Type of excisable item

Excise Tax
Rate (%)

1

Any type of sugar (in solid form) excluding molasses

2

Drinks

2.1

All type of soft drinks (except fruit juices)

30

33

2.2

Powder soft drinks

30

2.3

Water bottled or canned in a factory

20

2.4

Alcoholic Drink

2.4.1

All types of beer and stout

50

2.4.2

All types of wine

50

2.4.3

Whisky

50

2.4.4

Other alcoholic drinks

3

All types of pure alcohol

4

Tobacco & Tobacco Products

100
75

4.1

Tobacco leaf

20

4.2

Cigarettes, cigar, cigarillos, pipe tobacco, snuff and other tobacco products

75

5

Salt

30

6

Fuel– jet fuel, super Benzene, Regular Benzene, petrol, Gasoline and other
motor spirits

30

7

Perfumes and Toilet waters

8

Textile and Textile products produced in a factory

8.1

Textile fabrics, knitted or woven of natural silk, rayon, nylon, wool or other
similar materials

100
10
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Item

Type of excisable item

8.2

Textile of any type partly or wholly made from cotton, which is grey, white,
dyed or printed, in pieces of any length or width (except mosquito net and
“Abudgedid”) and including blankets, bed sheets, counterpanes, towels, table
clothes and similar articles

10

8.3

Garments

10

9

Personal Adornment made of gold, silver or other material

20

10

Dish washing machines for household use

80

11

Washing machines for household use

30

12

Video Decks

40

13

Television and Video Cameras

40

14

Television broadcast receivers whether or not combined with gramophone, radio
or sound receivers and reproducers

10

15

Motor passenger cars, station wagons, utility cars and land Rover, Jeeps pickups,
similar vehicles (including motorized caravans), whether assembled, together
with their appropriate initial equipment.

Kenya

15.1

Up to 1,300 c.c

30

15.2

From 1,301 c.c up to 1800 c.c

60

15.3

Above 1800 c.c

Rwanda

16

Carpets

30

17

Asbestos and asbestos products

20

18

Clocks and watches

20

19

Dolls and toys

20

Navigation
Burundi
Ethiopia

Tanzania
Uganda

Stamp duty
The following instruments are chargeable with stamp duty:
Memorandum and Articles of Association of any business organizations, or any association:
(a) Up on 1st execution Birr 350
(b) Up on any subsequent execution Birr 100
Memorandum and Articles of Association of cooperatives
(a) Up on 1st execution Birr 35
(b) Up on any subsequent execution Birr 10
Award
a) With determinable value 1%
b) With undeterminable value Birr 35

Quick Tax Guide

Excise Tax
Rate (%)

100

Bonds 1%
Warehouse Bond 1%
Contracts and agreements and memoranda thereof ETB 5
Security Deeds 1%
Collective Agreement
(a) on 1st execution ETB 350
(b) (b) on any subsequent execution ETB 100
Contract of employment 1%
Lease including sub-lease and transfer thereof 0.5%
Notarial act ETB 5
Power of Attorney ETB 35
Register title to property 2%
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Sources of Customs Law
The sources of Customs law in the East African Community include the East African Customs Management Act (EACCMA) and Regulations, the Treaty
establishing the East African Community, the protocol for establishment of the East African Customs Union, the WTO agreement, various instruments of
the World Customs Organization and rulings of the Commissioner of Customs. The East African Customs Management Act establishes the Department
of Customs which is responsible for management of Customs law.

Navigation

The decisions, rulings, opinions, guidelines and interpretations given by the Directorate, the World Trade Organization or the Customs Cooperation
Council shall be taken into consideration when determining the value of imported goods.

Burundi

The EACCMA came into force on 1st January, 2005 whilst the regulations which facilitate operationalisation of the EACCMA came into force with effect
from 1st January, 2007.

Ethiopia

2.
2.1.

Kenya
Rwanda
Tanzania

2.2.

2.3.

Uganda
3.

S. 121(6)

Administration
The Department of Customs is administered by a Commissioner who is appointed in accordance with section 5 of the EACCMA. The Commissioner is
answerable to the Commissioner General who in turn is answerable to the Cabinet Secretary for Finance. The Commissioner is responsible for overall
management of the Department of Customs.

S. 3, 4, 5
Regulations 3, 4 5

A customs area is any place appointed by the commissioner by notice in writing for the deposit of goods subject to customs control. Such areas
include airports, ports, sufferance wharves, border points, roads, routes, transit sheds, and internal containers depots. Private investors can apply to the
commissioner for licenses to operate customs areas such as transit sheds or inland container Depots.

S. 12, 13, 14

Goods under customs control include imported goods on whose duty has not been paid, goods subject to export duty, goods subject to restriction or
prohibition, goods aboard a vessel or aircraft, seized goods and goods intended for transfer to another partner state. While under customs control, the
goods are either stored in a transit shed, sufferance wharfs, quay, or other place approved by the Commissioner.

S. 15, 16

Importation

Importation refers to bringing into the Partner States or causing to be brought into the Partner States from a foreign country. Prohibited goods as listed in Part A of the
2nd Schedule may not be imported into the Partner States while restricted goods as listed in Part B of the 2nd Schedule may only be brought in subject to compliance
with certain requirements set by the respective authorities. Goods imported as passenger baggage are also subject to the provisions relating to prohibitions or
restrictions. Restrictions and prohibitions do not apply to goods in transit, transhipment or as stores. Restricted or prohibited goods may be exported or surrendered for
destruction by the Customs. Goods must be imported only through authorized entry points.

S. 2, 18 - 21
Regulations 11 - 38
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Sources of Customs Law
The master of any vessel, aircraft or vehicle arriving in the Partner States must report to the proper officer at a customs area. The report must be in a
prescribed form and should contain details of cargo carried and passengers on board. Such reports must be made whether the vessel is in ballast or not.
All goods must be offloaded into a transit shed or appointed customs area.
A proper officer may permit the master or agent of an aircraft or vessel to amend the destination, ownership or status of goods specified in the report.
Goods which have been unloaded and landed into a transit shed or customs area shall be deemed to be still in the importing aircraft or vessel until they
are removed from such transit shed or customs area.

Navigation
Burundi

5.

Entry, Examination and Delivery
On arrival all cargo of an aircraft, vehicle or vessel which is unloaded must be declared to customs in a prescribed form (Form C17A for ASYCUDA
used in Burundi, Rwanda, Tanzania and Uganda and C17B for SIMBA used in Kenya) indicating the appropriate customs regime within 21 days after
the commencement of discharge or such further period as may be allowed. The goods should be entered either for home consumption, transit,
transhipment, warehousing or to an Export Processing Zone.

Ethiopia
Kenya

ASYCUDA and SIMBA are the Customs clearance systems used in the Partner states.
Where there is insufficient information, the declaration may be made on provisional status subject to approval by the proper officer. Where provisional
entry has been allowed, the proper officer will require the owner to deposit an amount estimated as the duty payable.

Rwanda

Where goods have not been entered for clearance within 21 days, they will be deemed as deposited in a customs warehouse where rent will be charged
at the prescribed rates. Where goods are not removed from the customs warehouse within the notice period granted by Customs, they may be sold by
public auction to recover customs duty and warehouse rent payable on them.

Tanzania
Uganda

S. 21 - 29
Regulations 11 - 26

6.

S. 34 - 43
Regulations 39 - 56

Passenger Clearance

On arrival from abroad, passengers must report to the proper officer in the customs area if they have something
to declare. The customs area has a dual channel i.e. green for the passengers carrying goods that are not dutiable and red for passengers with dutiable goods.
Passengers with dutiable goods must make a declaration of all baggage in their possession. The proper officer may allow duty free entry of the following goods:
• 1 litre of spirits;
• 2 litres of wine;
• Perfume and toilet water not exceeding in all one half litre;
• Cigarettes, cigars, tobacco and snuff not exceeding in all 250gms in weight.
Generally, all personal and household effects which were in use in person’s former place of residence may be imported duty free under the Fifth Schedule Part B Item
3 of the EACCMA. This includes one motor vehicle which was owned and used by a returning or changing resident in the country of residence for at least one year
preceding arrival. Passengers’ personal effects must be imported within three months of change of residence. The Commissioner may however extend this period on
application.
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For a returning resident, the following conditions should be met:
1. Must represent a bona fide changing residence where he/she has been residing outside East Africa for a period prescribed by the Partner States.
2. He/she must import his/her personal/household effects within 90 days of the date of his/her arrival to East Africa (excluding the period of voyage in
the case of shipment).
3. In the case of a motor vehicle, (excluding buses and minibuses of seating capacity of more than 13 passengers and load carrying vehicles of load
carrying capacity exceeding two tonnes) it was owned and registered in his/her name or the name of his/her spouse or in both his/her name and
that of his/her spouse and used by them outside East Africa for at least three hundred and sixty (360) days (excluding the period of shipment) and
the importer must be 18 years old and above.
4. Some of the Member States have restrictions on the age of the vehicle to be imported.

Navigation
Burundi
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7.

S. 36
Regulations 44 - 46
5th Schedule Part
B(5)

Warehousing of Goods
On importation, goods may be entered under the warehousing regime and moved to a bonded warehouse. A bonded warehouse means any warehouse
or other place licensed by the Commissioner for the deposit of dutiable goods on which import duty has not been paid and which have been entered to
be warehoused.
Goods removed to a bonded warehouse may be entered for home use, exportation, removal to another bonded warehouse, and use as stores in a ship
or vessel. Goods in a warehouse can also be repacked or assembled subject to permission being granted by the proper officer.

Kenya
Rwanda
Tanzania
Uganda

Warehoused goods which have not been removed from the bonded warehouse within six months from the date on which they were warehoused may
be re-warehoused with the written permission of the Commissioner for a further period of three months. The following goods may be re-warehoused
for a further period after the re-warehousing period:
(a) wines and spirits in bulk warehoused by licensed manufacturers of wines and spirits; or
(b) goods in a duty free shop; or
(c) new motor vehicles warehoused by approved motor assemblers and dealers.
Certain goods may however not be warehoused. These include chalk, acids, explosives, perishable goods, sand arms and ammunitions, dried fish and
combustible or inflammable goods except petroleum oils.
The Commissioner has discretion to refuse warehousing of other goods.
Licenses to operate a bonded warehouse are granted by the Commissioner on application. A licensed bonded warehouse keeper must keep goods
properly packaged and stacked in the warehouse. Such goods must be covered by adequate security bond. Where goods have overstayed in a bonded
warehouse, they may be removed to a customs warehouse and if not cleared may be sold in an auction to recover duty payable on them.
Where goods are removed from a bonded warehouse without proper entry, the Commissioner may impose a penalty equal to 25% percent of value of
the goods in addition to the duties payable.

S. 47 - 69
Regulations 64 - 81
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Goods in Transit or for Transhipment
Transit means the movement of goods imported from a foreign place through the territory of one or more of the partner states to a foreign destination.
Where goods are entered for transit, the importer must execute a transit bond in a prescribed form. Transit goods must exit the country within 3
months of entry. Although the transit procedure ends when the goods are exported, importers are expected to apply for cancellation of the bond once
the transit procedure is concluded. Therefore, it is important to obtain documentary evidence from the port of exit showing that the goods have been
exported.

Navigation

Goods may also be entered for transshipment which is the transfer, either directly or indirectly, of goods from an aircraft or vessel arriving in a partner
state from a foreign place, to an aircraft, vessel or vehicle departing to a foreign destination. Unlike transit, most transhipment occurs in the port and
customs may waive the requirement for an entry.

Burundi

In order to convey goods in transit, the owner of a vehicle must obtain a license to transport goods in transit. The vehicle must bear the words TRANSIT
GOODS printed on the body. Vehicles which have been granted a transit licence in COMESA or SADC countries need not obtain a license in any of the
East African Partner States.

Ethiopia
9.

Kenya

Exportation
Prohibited goods may not be exported and restricted goods may only be exported subject to compliance with certain requirements and authorization.
All goods for export must be declared in a prescribed form C17. Exports must only leave through authorized ports, airports or exit routes. All vehicles,
aircraft or vessels must obtain clearance from the proper officer prior to departing for foreign.

Rwanda

All export cargo should be duly declared to Customs supported by documentary evidence. All cargo entered for export should be exported within thirty
days from the date of entry or such further period as the Commissioner shall allow.

Tanzania
10.

Uganda

S. 85
Regulations 104

S. 70 - 84
Regulations 70 - 92

Passenger Clearance
The Commissioner may licence couriers involved in the delivery of international parcels. Entries for courier goods may be waived where the individual
package does not exceed sixty kilograms or the value does not exceed one thousand dollars. The value for all courier parcels must be declared and the
declaration should be attached to the parcel. A courier parcel may be detained if imported contrary to any written law of the Partner States.

Regulations
118 - 122
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Goods in Transit or for Transhipment
Customs bonds are used to suspend payment of import duty. Some transactions that require bonds include transit, warehousing, temporary importation,
inward processing. All bonds must be witnessed by a customs officer and guaranteed by an insurance company or a bank. Where the conditions of the
bond have not been complied with, the commissioner may require the person who has given the security to pay the amount secured. For the purposes
of enforcing security the guarantor of the bond is treated as having the same status as the principal.
The security may be given to the satisfaction of the Commissioner either by:
(a) bond, in such sum and subject to such conditions and with such sureties as the Commissioner may reasonably require; or
(b) cash deposit; or
(c) partly by bond and partly by cash deposit; or
(d) any other form of security that the Commissioner may allow.

Navigation
Burundi

All importers and guarantors must ensure that bonds are duly cancelled and documents showing proof of cancellation maintained.

Ethiopia
Kenya
Rwanda
Tanzania
Uganda

12.
12.1.

S. 106 - 109

Duties
Liability to Duty
The duties applicable to imported goods are the Common External Tariff rates at the time of importation. Duty is payable on goods at the applicable rate
at the time of importation or exportation. The time of importation is the time of arrival at the port of importation. Goods originating from the Partner
States are accorded community tariff treatment in accordance with the rules of origin provided under the protocol.
Where goods originate from a Partner State, they must be accompanied by a certificate of origin. The certificate of origin triggers preferential treatment
for goods imported from the Partner States. For the time being, goods from COMESA enjoy preferential treatment in Burundi, Kenya, Rwanda and
Uganda while those from SADC enjoy preferential treatment in Tanzania.
The following goods shall be exempted from liability to pay duty:
• Goods remaining on board and exported in the same aircraft/vessel that imported them;
• Goods listed in the 5th Schedule of EACCMA;
• Goods entered under bond for exportation, re - exportation, transhipment, transit or for use as stores for aircraft or vessel;
• Re - imported goods on which import duty has been paid for prior to their exportation and on which duty drawback or refund was not allowed;
• Re - imported goods provided their form or character has not been changed;
• Goods imported for temporary use or purpose.
Goods imported duty free shall be liable to duties if disposed in a manner inconsistent with the purpose for which the exemption was granted.

S. 110 - 117
Fifth Schedule
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Computation of Duty
Duty is computed on the basis of whether it is ad valorem or specific. Where the rate of duty assigned to a good is specific then it will be assessed on
either weight, quantity, strength, volume or any other specified unit of measure. The applicable rate is applied on the quantity to determine the amount
of duty payable. Rates of duty for imported goods are published in the EAC CET.
Where the rate of duty applicable is ad valorem, the rate of duty applicable is applied on the value of the goods in the local currency. To determine the
value in local currency, the value in foreign currency is converted using exchange rates determined by the Central Bank.

Navigation

Upon written request, an importer is entitled to an explanation as to how Customs determined the value of goods. Where the determination of value is
likely to take time, Customs may allow provisional release of goods
subject to posting of security.

Burundi
12.3.

S. 120 - 129

Valuation

Ethiopia
Customs Valuation is based upon the World Trade Organisation (WTO) Agreement on Customs Valuation which establishes a customs valuation system
that primarily bases the customs value on the transaction value of imported goods. The customs value of imported goods constitutes the taxable basis
for customs duties.

Kenya
12.4.

S. 110 - 117
Fifth Schedule

Valuation methods

Rwanda
12.4.1.

Tanzania
Uganda

Method I: Transaction Value
The determination of value upon which ad valorem duty rates is applied is based on the transaction value of such goods. The transaction value is the
price actually paid or payable, adjusted to include price paid for commissions except buying commission, containers and packaging, cost of assists,
royalties, licence fee, ocean or air freight except transport incurred after importation, and insurance. Duties and taxes paid in the Partner States are
excluded if they are part of the transaction value. Transaction value is the primary basis of valuation subject to the following conditions:
• There is evidence of sale for export;
• No restriction on the disposition or use of goods by the buyer;
• No part of the proceeds of any subsequent sale or use of the goods by the buyer will accrue directly or indirectly to the seller;
• The buyer and seller are not related, or where the buyer and seller are related, that the transaction value is acceptable for customs purposes.
A transaction value between related parties is acceptable if the circumstances of the sale of the imported goods indicates that the relationship did not
influence the price actually paid or payable, or if the transaction value closely approximates the transaction value, deductive value or computed value of
identical or similar merchandise, also known as “test values”.

Fourth Schedule
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Method II: Transaction Value of Identical Goods
Where the customs value of imported goods cannot be determined using the transaction value method, customs value shall be the transaction value of
identical goods sold for export to the same country of importation and exported at or about the same time as goods being valued, taking into account
the commercial level and quantity factors.
For goods to be regarded as identical for the purposes of this method, they must have come from one industry and country, have the same physical
characteristic, quality, reputation and are identical in all aspects.

Navigation

12.4.3.

Burundi

Where the customs value of imported goods cannot be determined using the transaction value of identical goods, the customs value shall be the
transaction value of similar goods sold for export to the same country of importation and exported at or about the same time as goods being valued,
taking into account the commercial level and quantity factors.

Ethiopia

Similar goods are those goods that are the same in all respects and are commercially interchangeable. They also have similar physical characteristics,
same function, use, and reputation.

Kenya
Rwanda

Method III: Transaction Value of Similar Goods

For goods to be valued using this criteria, they must have originated from one country and be the goods of either the same producer or different
producer, minor differences notwithstanding. The value to be determined is transaction value of similar goods already accepted by customs.

12.4.4.

Method IV: Deductive - Value Method
If methods 1, 2 and 3 cannot be applied, the customs value shall be determined by the deductive method based on the unit price of the imported goods
or identical/similar goods, in the condition as imported, sold in the greatest aggregate quantity at or about the time of the goods being valued at the
first commercial level to unrelated buyers. The balance calculated using the deductive method of the selling price will be the customs value.

Tanzania

A deductive value is determined by making the following deductions from the established price per unit:
• Commissions in connection with sales in the country of importation for goods of the same class or kind;
• Profit and general expenses for goods of the same class or kind;
• The usual transport, insurance and associated costs incurred within the country of importation;
• Customs duties and other national taxes payable in the importing country

Uganda

12.4.5.

Method V: Computed Value Method
Under this method the customs value of the imported goods shall be determined using the computed value which consists of the sum of:
(i) Cost of materials to produce imported goods;
(ii) Profit and general expenses of the country of export for goods of the same class or kind; and
(iii) Freight, loading/unloading handling and insurance fees.
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Method VI: Fallback Method

12.4.7.

Adjustments to the Customs Value
In determining the customs value, the following shall be added to the price actually paid or payable:
1.

Kenya
2.

Rwanda
3.

Tanzania
4.

Uganda

Value Added Tax

If the customs value of the imported goods cannot be determined under the provisions of Method 1 through 5 inclusive, the customs Value shall be
determined by the fall back method applied on data available in the country of importation. The customs value must not be based on:
•  The selling price of locally produced goods;
•  The higher of two alternative values;
•  The price of goods on the domestic market of the country of exportation;
•  The cost of production, except under the computed value method;
•  The price of goods for export to a third country;
•  Minimum customs values;
•  Arbitrary or fictitious values.

Navigation
Burundi

Income Tax

to the extent that they are incurred by the buyer but are not included in the price actually paid or payable for the goods:
(i) the commissions and brokerage, except buying commissions;
(ii) the cost of containers which are treated as being one for customs purposes with the goods in question; (iii) the cost of packing whether for
labour or materials;
the value, apportioned as appropriate, of the goods and services where supplied directly or indirectly by the buyer free of charge or at reduced cost
for use in connection with the production and sale for export of the imported goods, to the extent that such value has not been included in the
price actually paid or payable;
royalties and license fees related to the goods being valued that the buyer must pay, either directly or indirectly, as a condition of sale of the goods
being valued, to the extent that such royalties and fees are not included in the price actually paid or payable;
the value of any part of the proceeds of any subsequent resale, disposal or use of the imported goods that accrues directly or indirectly to the seller.

In determining the value for duty purposes of any imported goods, there shall be added to the price actually paid or payable for the goods:
a.

the cost of transport of the imported goods to the port or place of importation into the Partner State; provided that in case of imports by air no
freight costs shall be added to the price paid or payable;

b.

loading, unloading and handling charges associated with the transport of the imported goods to the port or place of importation into the Partner
State; and

c.

the cost of insurance.
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Valuation of Excisable Goods
The value of imported goods for the purpose of determining excise duty is the sum of the value ascertained for duty and amount of duty paid.

12.6.

The value of goods for export shall include:
(i) Cost of the goods to the buyer;
(ii) Transport and any other charges up to the time of delivery of the goods on board the exporting aircraft or vessel, or at the place of exit from the
Partner State on the goods before exportation.

Navigation
Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda

Valuation of Export Goods

12.7.

S. 123

Payment of Duty
Where any goods are liable to duty, then such duty shall constitute a civil debt due to a Partner State and shall be payable by the owner of goods or be
recovered summarily by legal proceedings brought by the Partner State. Goods under customs control which belong to any person from whom duty is
due shall be subjected to a lien of such debt and may be sold to meet duty due if the duty is not paid within two months after the goods are retained.
Where any duty due is not paid one month after the due date, the Commissioner may authorize distress upon property of the person and warrant of
distress issued as set up in the Sixth Schedule of the Act. A person authorized to distrain may break open any building during the daytime with the
assistance of a police officer, and shall keep the goods distrained at the expense of the owner for fourteen days before selling them if duty due is not
paid. Where goods are distrained, they may be sold. The proceeds of the sale shall pay tax due, fine imposed, expenses for levying of distress and the
sale, and any balance shall be paid to the owner within twelve months from the date of the sale.
The Commissioner may, by notice in writing, inform a person who fails to pay duty of his/her intention to apply to the Registrar of Lands to subject his/
her land or building of security for the duty specified in the notice. If the person fails to pay the whole duty within thirty days, the Commissioner may,
by notice in writing, direct the Registrar of Lands to subject the land or building of the person as security of duty due. When the whole duty is paid, the
Commissioner shall cancel the direction by notice in writing to the Registrar of Lands. Where any obligation has been incurred for the payment of any
duty, then it shall be deemed to be an obligation to pay all duties which are payable.
Where any duty has been short levied or erroneously refunded, the proper officer shall demand the same from the person who has been short levied
or erroneously refunded. Where the demanded duty is not paid within thirty days from the date of demand, a further duty equal to five percent of
the amount demanded shall be payable by way of penalty and a subsequent penalty of two percent per month. The proper officer shall not make any
demand after five years from the date of short levy or erroneous demand, unless it was caused by fraud.

S. 130 - 133

S. 135
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Anti - Dumping and Countervailing Duties
The Commissioner may, on the advice of the EAC Committee on Trade Remedies:
•  Collect anti - dumping duty on goods regarded as having been dumped;
•  Collect countervailing duty on goods of which subsidy has been granted;
•  Take necessary measures in cases of anti - dumping and countervailing.
The anti - dumping and countervailing duties are chargeable in addition to any other duty chargeable on the respective goods.

Navigation
Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda

12.9.

S. 137

Duty Drawback, Remission, Rebate and Refund
Duty Drawback
Duty drawback is a refund of all or part of any import duty paid in respect of goods exported or used in a manner or for a purpose prescribed as a
condition for granting duty draw back. Conditions to the grant of drawback are:
•  Declaration of goods in the prescribed form and producing them for examination by proper officer before exportation;
•  The goods have actually been exported or put on board for use as stores;
•  The goods have not been re - imported into the Partner State;
•  The owner to present his/her claim within twelve months from the date of exportation.
Drawback of import duty may be allowed on goods imported for use in the manufacture of goods which are exported, transferred to a freeport or to an
export processing zone. A person who intends to claim duty drawback shall register with the Commissioner and provide particulars and documents as
required, and shall fill the prescribed forms for notification of yield and the prescribed form for claim. Duty drawback shall not be granted on tax exempt
materials used in the production of exports.

S. 138 - 139
Regulation 139

Remission
Remission of duty is the waiver of duties applicable on goods. The Council may grant remission of duty on goods imported for the manufacture of goods
in a Partner State and prescribe the regulations on the same and publish them in the Gazette. The Commissioner may remit the duty payable in respect
of the goods which are lost or destroyed by accident on board aircraft/vessel and at any customs area before they are delivered out of customs control
to the owner.
Rebate
Rebate is a reduction or diminishment of charge of duty. It is usually granted where goods are damaged prior to removal or clearance from customs
control. It is also applicable where goods are destroyed unused under customs supervision. Any person who intends to claim a rebate of the duty
payable on any imported goods shall apply using the prescribed form together with the supporting documents and submit to the proper officer.

S. 142 - 143
Regulation 145

Refund
Refund is the repayment of duty by the Commissioner after it is collected. Refunds are usually paid on duty which is overpaid, paid in error, damaged or
pillaged in voyage or prior to clearance through Customs. Refund claims
are not accepted if lodged twelve months after the duty is paid.

S. 144
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Customs Agents
The Commissioner may license persons to act as agents for the clearance of any manifested goods or baggage. Licensed agents shall be duly authorized
by the owner of goods in writing to clear the goods on his/her behalf and the proper officer may require any agent to produce such written authority.
A duly authorized agent performing on behalf of the owner of any goods shall be deemed to be the owner of such goods, and shall be personally liable
for the payment of duties. The owner of any goods who authorizes an agent to act for him or her shall be liable for the acts of such agent and may be
prosecuted for any offence committed by the agent.

Navigation

14.

Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda

Powers of Officers
To assist Customs officers carry out their duties effectively, the law grants Customs officer powers and authority to enforce compliance with customs
laws of the territory. They include the power to patrol freely and moor vessels, board any vessel or aircraft and search, stop vehicles suspected of carrying
uncustomed goods, search persons and premises, to arrest and inter alia require production of information.

15.

S.145 - 148

S. 149 - 159

Manufacture Under Bond
The Commissioner on application may licence a premises for the manufacture of goods under bond by a potential licensee. The factory for
manufacturing of goods for export under bond shall meet such specifications to the satisfaction of the Commissioner in so far as the location, situation,
construction and accommodation of the premises are concerned. When applying for a licence, a plan of the buildings, factory and thoroughfare must
accompany the applications. An annual licence fee of $1,500 is payable for the bonded factory.
The manufacturer is required to execute a bond to secure duty on goods in the bonded factory.
Before commencing to manufacture under Bond, the licensee shall make entry for each building, room, place and items of plant in the factory, which
will be used in the manufacture or storage of new material and the purpose
or use of each shall be specified. On receipt of goods in the bonded factory, the licensee will make entry of all plant, machinery and equipment and raw
materials. Manufactured goods for export under bond shall be entered in a prescribed form.
The licensed bonded factory is to be distinguished by a number and the word “Customs Bonded Factory”
inscribed at the principal entrance to the factory. A licensee shall submit a return of the goods remaining in
the factory for the period up to 30th of June in each year and submitted not later than 31st of July of the same year. In addition, the manufacturer
should provide all the necessary tools to facilitate examination and maintain proper records of all plant, machinery, equipment, raw materials and goods
manufactured. The goods and equipment should be entered and delivered to the bonded factory within 45 days from the date of importation.
The Commissioner is to be notified on any structural adjustments, death or bankruptcy of a licensee or a bond surety or any other change. Excesses and
deficiencies and shortages shall be accounted for or duties paid
as the proper officer may determine. Where a manufacturer ceases to be licensed goods should be entered for export, removal to another bonded
factory or for home consumption. After closure of a factory goods shall be entered within 30 days under another customs procedure.

S. 160 - 166
Regulations
153 - 168
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Export Processing Zones (EPZ)
For customs purposes, an EPZ is regarded as being outside the customs territory. An importer of goods into an EPZ shall execute a bond to cover the
duty liability on the goods. All local sales from Partner States into the EPZ are treated as exports while sales from the EPZ into the Partner States are
treated as imports and are subject to regular duties and taxes.
Applications for a license to operate in an EPZ will be made and approved by the Commissioner. Issuance of a licence and subsequent registration to
operate as an EPZ factory is conditional on:
•  The applicant being a registered user by the ministry of Finance;
•  The applicant being the owner of the registered premises to be used by him;
•  The Commissioner providing a resident officer to man the premises.

Navigation
Burundi

On registration the operator or owner of the EPZ premises is required to keep and maintain all the records of his activities: Such records may be inspected
by Customs. Goods exported to the customs territory from the EPZ are treated, as imports and therefore, the normal import supporting documentation
are required for clearance of such items.

Ethiopia

All goods imported into the EPZ and all goods removed from one EPZ Company to another shall be declared in a prescribed form. Goods imported into
an EPZ shall be examined within the EPZ except where the Commissioner directs for goods to be examined before entry into the EPZ. Goods intended for
export shall be entered on Form C17 and a security bond executed for removal of goods to the port of exportation.

Kenya

Plant, machinery and equipment may be removed for repair, servicing or maintenance, from an EPZ to a Customs territory through temporary
importation procedures and execution of bond. Disposal or destruction of wastes and residues from the manufacturing process will be carried out within
the EPZ except where the facilities for disposal are not available within the EPZ. Wastes and rejects sold in the Customs territory shall be subject to
the normal importation procedures.

Rwanda
Tanzania

17.

Uganda

17.9.1.

S. 167 - 170
Regulations
169 - 178

Free Ports

17.9.2.

17.9.3.

All goods destined to freeports through the Customs territory shall be entered in the prescribed form and covered by a bond. However, a declaration will
not be required by Customs where goods are destined to a freeport directly from a foreign port where the information is available on the documents
accompanying the goods that identify the goods.

Regulation 179 (1)
(2)(3)

The freeport operator is required to maintain proper records of goods including registers, relevant declarations and computer records. A proper officer
may enter the freeport at any time to examine any goods and carry out audits. He may also require any information relevant to the operations within the
freeport, carry out spot checks and search any person or vehicle entering or leaving the freeport, record goods imported from the Customs territory to
be used inside the freeport for consumption by persons working in the freeport.

Regulations
179(4) - 179(11)

A licensee of a freeport may only carry out activities that are required to preserve goods or improve their packaging, preparation for shipment or
marketable quality, without changing the character of the goods. These activities include warehousing and storage, labeling, packing and repacking,
sorting, grading, cleaning and mixing, breaking bulk, simple assembly, and grouping of packages under Customs supervision. A licensee shall not engage
in the manufacturing or processing of goods.

Regulation 180
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Goods shall not be transferred from one premise to another within a Freeport unless approved by a proper officer. However, goods may be transferred
within a Freeport zone for commercial reasons or as ship or aircraft stores in accordance with the Customs laws. Retail trade shall not be carried out in a
Freeport.

18.

Inward Processing
Inward Processing is a Customs procedure under which certain goods can be brought into a Partner State conditionally exempted for duty on the
basis that the goods are for processing or repair and subsequent exportation. Under this regime, goods may be imported by a foreign consignor for
processing under contract.

Navigation

The inward processing procedure exists in two variants:
1. The “suspension” system which covers non - Community goods, destined for re - export outside the Community’s customs territory as
compensating products, without the goods being subject to import duties.
2. The “drawback system” or repayment system where import duty and VAT are paid when the goods arrive in the EAC and are declared to Inward
Processing. Traders reclaim duty if they export the goods.

Burundi
Ethiopia
18.1.

18.2.

18.3.

Regulations 186

Validity
The compensating products should be exported within a period of one year from the date on which the goods were imported or at a period prescribed
by the Commissioner depending on the type of goods, the processing involved and the specific needs of the applicant.

Tanzania

Sec. 171 - 172

Authorization
An importer needs to be authorized by the Commissioner to use Inward Processing procedure. The application is made out prior to importation on the
prescribed form detailing the intended inward processing.

Kenya
Rwanda

Regulation 181(3)

S. 173

What Customs will require

Uganda
The Customs Department will require the person authorized for inward processing to provide mechanisms to monitor the operations and keep records
indicating:
•  The description and quantities of goods entered;
•  The date of importation;
•  Details of processing;
•  Correct calculations of any import duties and taxes which may be payable;
•  The quantity of waste, scrap or by - products;
•  The compensating products obtained;
•  The rate of yield.

Regulations 188
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Equivalence and Prior Equivalence
Equivalent goods means domestic or imported goods identical in description, quality and technical characteristics to those imported for inward
processing which they replace.

S. 171

Equivalence is a procedure that allows the manufacturer to use substitute goods in place of goods imported under inward processing, as long as the
substitute goods are in free circulation in the customs territory and can be considered equivalent to the goods imported under inward processing. To
qualify as equivalent the substitute goods must be identical in description, quality and technical characteristics as those imported for inward processing.

S. 176

Discharge of Liability
Processing under the Inward processing procedure is considered as complete when all the conditions for use of the procedure have been complied with
and the compensating products or goods in the unaltered state are:
•  Re - exported in one or more consignments;
•  Re - exported in the state of importation;
•  Lost where the compensating products are exported provided the loss is duly established to the satisfaction of the Commissioner;
•  Released for home consumption;
•  Entered under a suspensive procedure such as customs warehousing, temporary importation, processing under Customs control, inward processing or
transit;
•  Placed in a free zone.

Ethiopia
Kenya
Rwanda

Where goods are entered for home use duties are payable and shall be computed on the basis of the nature, quantity, customs value and duty rates
applicable to good placed under inward processing at the time they were entered for inward processing.
S. 174 - 176

Tanzania
19.

Uganda

Outward Processing
Outward processing is a customs procedure that permits partial or total duty relief for goods temporarily exported from the EAC for processing or repair
and the compensating products be re - imported and released for home consumption with total or partial relief of duties. Outward processing enables
businesses to take advantage of cheaper costs outside the Community while encouraging the use of Community produced raw materials to manufacture
the finished products. The goods may also be temporarily exported to undergo processes not available within the Community.

19.1.

S.178(1)

Who can use outward processing?
The facility is granted only to persons established in the Community.

Regulation 193(1)
(a)
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Authorization
The application for authorization for outward processing shall be made to the Commissioner using a prescribed form. The application should give details
of the intended outward processing and shall be made in advance, prior to exportation of the goods which are subject to the process. Authorization
shall be granted:
• Where it is established that the compensating products shall result from processing of the temporary exported goods. Compensating products
means products resulting from the manufacturing, processing or repair of goods for which the use of the inward or outward processing procedure is
authorized.
• Where the outward processing procedure does not prejudice the interests of the Partner State.

Navigation
19.3.

Burundi

S. 178 (2)

Period of Validity
The Compensating products should be imported within a period of one year from the date on which the goods were exported or at a period prescribed
by the Commissioner having regard to the time required to carry out the processing operation.

S. 179(1)(2)

Ethiopia
19.4.

Kenya
Rwanda

What Customs will require
The Customs Department will require the person authorized for outward processing to keep records indicating:
• The description and quantities of goods entered;
• The date of exportation;
• Details of processing;
• The compensating products obtained;
• The rate of yield.

Regulation 195

Tanzania
Uganda
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Relief from payment of duty
Compensating products or goods in an unaltered state shall be granted total or partial relief from payment of duty where such compensating products
or unaltered goods are cleared for home consumption in the name of:
a) An authorised person;
b) Any other person with the consent of the authorised person.

Navigation
Burundi
Ethiopia
Kenya
Rwanda
19.6.

Tanzania
Uganda

If temporary importation of goods is permitted and the goods are re - imported into a Partner State within the prescribed period, total or partial relief is
granted where:
• The re - imported goods were repaired and the repairs could not have been undertaken in the Partner State;
• Equipment or other goods were added to the exported goods that could not be added within the Partner State;
• Processing or manufacturing was done on the re - imported goods and the goods exported were the product of, and originated within the Partner
State.

S. 181

The following means of duty relief are used:
• The amount of import duty applicable to the re - imported processed products is reduced by the amount of duty that would be applicable to the
temporarily exported goods.
• Where the processing operation is repair of the temporarily exported goods, on re - importation the processed product are a) duty free if the goods
were repaired free of charge; or b) liable to import duties for the processed products on the basis of the repair costs.
• The import duty for the processed products is calculated on the basis of processing costs.

S. 182

Replacement System
Replacement system means a procedure by which an imported product substitutes a compensating product.

S. 171

Where the processing operation involves the repair of Community goods, the legislation provides for
an arrangement called the replacement system. Under this system, the goods which were actually exported for repair are not re - imported in the form
of compensating goods. Instead replacement goods, equivalent to the compensating goods are imported and given the benefit of outward processing.

S. 184(1)
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Replacement System with prior authorization
The Commissioner may authorize the importation of replacement products prior to the temporary exportation of goods to be repaired provided that:
• Exportation of goods shall be effected within a period of two months from the date of entry of the replacement products;
• Security shall be provided to cover the amount of duties payable on the replacement products.

19.8.

Navigation

Replacement System
The replacement system may be granted subject to the following conditions:
1. The replacement goods must fall within the same tariff classification;
2. The replacement goods must have the same commercial quality and possess the same technical characteristics as the temporary exported goods if
the latter had undergone the repair in question;
3. Where the exported goods were used prior to export, the replacement must also have been used and may not be new products.

Burundi

Replacement product means a product imported to substitute a compensating product under the replacement system.

Ethiopia
20.

S. 184(3)

S 184(4)(5)
S. 171

Application of Information Technology

Kenya
Rwanda
Tanzania
Uganda

Customs formalities or procedures may be carried out by use of information technology. Registration for use of a Customs computerized system may
be granted by the Commissioner on application and subject to such conditions that are stipulated. Where a registered user fails to comply with the laid
down conditions the registration may be cancelled. Any person who improperly uses, interferes or gains unauthorized access of the Customs system will
have committed an offence and is liable to conviction.
Unauthorised access to or improper use of the Customs Computerised system is an offence and will be subject to penalties and fines prescribed in the
Act. This includes where a person:
(a) knowingly and without lawful authority by any means gains access to or attempts to gain access to any Customs computerised system; or
(b) having lawful access to any Customs computerized system, knowingly uses or discloses information obtained from such a computer system for a
purpose that is not authorised; or
(c) knowing that he or she is not authorised to do so, receives information obtained from any Customs computerised system, and uses, discloses,
publishes, or otherwise disseminates such information; or
(d) interferes or tampers with a customs computerized system in any manner; or
(e) does not process an entry within twenty one days from date it was lodged.

S. 187 - 192
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Offences, Penalties, Forfeitures and Seizures

Offence

Penalties

Legal Provisions

Accepting a bribe by an officer

Imprisonment for a term not exceeding 3 years

Section 9

Bribing an officer

Imprisonment for a term not exceeding 3 years

Section 9

Entering a customs area when forbidden or failing to leave
when instructed to leave

Fine not exceeding $1,500 and goods liable to forfeiture

Section 15

Boarding a vessel before the proper officer

Fine not exceeding $250

Section 23

Illegally taking goods from a bonded warehouse

Imprisonment for a term not exceeding 2 years or a fine equal to twenty - five percent of the
dutiable value of the goods

Section 61

Conspiring to contravene any provisions of the Act

Imprisonment for a term not exceeding 5 years

Section 193

Offences with violence

Imprisonment for term not exceeding 20 years

Section 194(1)

A person while committing an offence under the Act is armed
with a firearm and while being armed is found with goods
liable to forfeiture

Imprisonment for a term not exceeding 10 years

Section 194(2)

Disguising oneself to commit an offence and while being so
disguised is found with goods liable to forfeiture

Imprisonment for a term not exceeding 3 years

Section 194(3)

Removing or defacing customs seals without authority

Imprisonment for a term not exceeding 3 years or a fine not exceeding $2,500 or both

Section 195

Inducing another to commit an offence

Imprisonment for a term not exceeding 1year

Section 196

Obstructing an officer in the execution of his duty by warning
an offender

Imprisonment for a term not exceeding 2 years or a fine not exceeding $2,500 or both

Section 197(1)

Impersonating an officer

Imprisonment for a term not exceeding 3 years and any other punishment to which he may be liable
for commission of unlawful act.

Section 198

Vessel or aircraft used for smuggling or evasion of duty

Where tonnage of ship is less than 250 tons, master liable to a fine not exceeding $7,000 and any
vessel and goods liable to forfeiture. Where tonnage is more than 250 tons $10,000; vessel may be
seized and detained until fine is paid or security given, and goods liable to forfeiture. Person in charge
of a vehicle liable to a fine not exceeding $5,000 and goods liable to forfeiture

Section 199

Importation or carrying prohibited, or restricted and uncustomed goods

Imprisonment for a term not exceeding five years or to a fine equal to 50% of the dutiable value of
the goods in respect of which the offence is committed.

Section 200

Importation or exportation of concealed goods

Imprisonment for a term not exceeding 5 years or to a fine equal to 50% of the value of the goods
involved

Section 202
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Offence

Penalties

Legal Provisions

Making or using false document

Imprisonment for a term not exceeding three years or to a fine not exceeding $10,000

Section 203

Interference with Customs gear

Fine not exceeding $2,500

Section 205

Failure to report finding of uncustomed goods

Fine not exceeding $2,500 and goods liable to forfeiture.

Section 206

Offences for which no penalty is provided

Fine not exceeding $5,000 or the court may impose a fine not exceeding three times the value of the
goods where no limit is specified and goods liable to forfeiture

Section 24, 25,
29, 30, 51, 75, 76,
77, 78, 79, 80, 84,
141,152, 157, 168,
191, 204, 208, 209

Using vessel of more than 250 tons for conveyance of goods,
to commit an offence

Master subject to a fine not exceeding $10,000. Vessel liable to detention until fine is paid.

Section 211

Navigation
Burundi
Ethiopia

Commission of some offences will result in forfeiture of goods from the start. There are circumstances in which the goods are liable to forfeiture whether
or not an offence has been committed. The Act has listed the following as goods liable to forfeiture:

Kenya

(i)
(ii)
(iii)
(iv)
(v)
(vi)
(vii)

Rwanda
Tanzania
22.

Uganda

22.1.

Prohibited goods;
Restricted goods;
Unaccustomed goods;
Goods concealed with the intent of deceiving an officer;
Goods in a package whose entry does not correspond with the goods;
Goods subject to customs controls that are removed without authority of an officer;
Goods in respect of which drawback, rebate, remission or refund of duty have been unlawfully obtained.

S. 210

Procedure on seizure
Where anything has been seized, the owner should be notified within one month of seizure, in writing by the proper officer, unless the thing was seized
in the presence of the owner. The Commissioner may direct any seized goods of perishable nature or animals to be sold either by public auction or
private treaty.
Where anything liable to forfeiture is seized, the owner may within one month of the date of the seizure or the date of any notice given claim the seized
thing by notice in writing to the Commissioner.

S. 214
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Where any notice of claim has been given to the Commissioner, he/she may within two months of receiving the claim either write to the claimant to
institute proceedings for the recovery of such things within two months of the date of such notice or institute proceedings for the condemnation of
such thing.
If the Commissioner does not take any action within two months of the notice of claim then the thing shall be released to the owner provided that the
thing is not prohibited or restricted. On the other hand if the Commissioner requires the claimant to institute proceedings within two months and he/she
fails to do so, the goods will be condemned.

Navigation

23.

S. 216

Compounding of an Offence
The Commissioner has the power to compound the offence by agreement, where he is satisfied that a person has committed an offence, He can impose
a fine, forfeit the goods, or release the goods after payment of taxes.

Burundi

The Commissioner can exercise his powers only when a person admits in writing that he has committed an offence. However, that person shall not be
liable to further prosecution.

Ethiopia
24.

Kenya

S. 219

Legal Proceedings
A court of competent jurisdiction may hear and determine offenses committed under the Act. The Commissioner can sue and be sued in the name of
the Commissioner and shall be responsible for acts of his/her officers. Any revenues recovered or damages or costs payable by the Commissioner shall be
paid to Customs revenue and monies appropriated for administration of Customs respectively. An offence is prosecutable within 5 years from the date of
commission. The burden of proof that duties were paid or goods were dealt with in accordance with prescribed procedures rests with the taxpayer.

Rwanda

Witnesses are protected and there is no requirement for the Court to compel details of the person who supplied the information. Where the court finds
out that there was no reasonable ground for the proper officer to seize or otherwise deal with the goods as he had done, the taxpayer is only entitled to
recover the seized thing but not further damages and nor costs are permissible in favor of the taxpayer. While offences under customs are dealt with in
accordance with the criminal procedure, the most efficient way of approaching the court by taxpayers is through judicial review.

Tanzania

S. 220 - 227

Uganda
25.

Appeals
A dissatisfied taxpayer may appeal to the Commissioner within 30 days from the date of the Commissioner decision. In appealing, the appeal should be
in writing and should state the grounds on which the appeal is lodged. If the Commissioner is satisfied with the cause of the late appeal, he/she shall
within 30 days communicate his decision to the taxpayer. If the Commissioner does not reply within 30 days, then the quiet shall be taken
as decision to allow the application. As the taxpayer awaits the Commissioner’s decision, the goods in dispute could be removed after the taxpayer gives
security equivalent to the duties in dispute.
Appeals against Customs decisions may be done through a judicial review or through the tribunal.

S. 229 - 231
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Miscellaneous Provisions
Prescribed forms
All forms should be filled in full and must correspond in all details with the size, color, number of forms per transaction etc for the transaction to be
acceptable before Customs. The proper office may retain any documents given by the taxpayer but the taxpayer is entitled to a certified copy of the
documents which have equal validity in all courts as the originals.

Navigation

All documents are to be kept in English and where under the Act any document is required or authorized to be signed in the presence of the
Commissioner, where the document is signed in the presence of a witness who is approved by, and whose signature is known to, the Commissioner or
any other officer authorized by the Commissioner, the document is deemed to have been signed in the presence of the Commissioner.
S. 233 - 234

Burundi
26.2.

Production of documents

Ethiopia
All documents need to be kept for 5 years as the proper officer may ask questions relating to a transaction which happened 5 years ago. Failure to
comply attracts refusal of entries, transfers, exports or forfeiture of goods.

S. 235 - 236

Kenya
26.3.

Rwanda

Receipts for payment on entry
Where any person requires a receipt for any money paid and brought to account in respect of any entry, that person shall furnish the proper officer with
an additional copy, marked as such, of the entry and the additional copy duly signed by the proper officer and acknowledging receipt of the money shall
be given to that person and shall constitute the receipt for the payment.

S. 238

Tanzania
26.4.

Uganda

Service of notices
Where notice is required to be served on the taxpayer or Commissioner, it can be done by delivering it in person, leaving it at the party’s office, posting it
to the last known address of the party or by any other means permitted in the partner state.

26.5.

Proper officer may take samples
The proper officer may take samples of any goods subject to customs control for such purposes as the Commissioner may deem necessary; and any such
samples shall be disposed of and accounted for in such manner as the Commissioner may direct.

26.6.

S. 239

S. 241

Rewards
The Commissioner may give rewards to persons providing information leading to recovery of revenue, arrest of any person, seizure of goods.

S. 242
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Licensing of vessel conveying goods subject to Customs control
The Commissioner may license any vessel of less than two hundred and fifty tons or vehicle intended to be used for the conveyance of any goods subject
to Customs control and any transporter upon application made in such manner and upon payment of such fees, as may be prescribed.
A person who, without the permission in writing of the proper officer, uses any unlicensed vessel for the conveyance of any goods subject to Customs
control, or uses any unlicensed vehicle for the conveyance of goods to which other legislation of any of the Partner States applies commits an offence
and shall be liable to a fine not exceeding five thousand dollars

Navigation

26.8.

Burundi

Kenya

Commissioned vessels
Where any aircraft or vessel under commission from any foreign state arrives in a Partner State having on board any goods other than stores for use in
the aircraft or vessel:
• The aircraft or vessel may be boarded and searched by the proper officer in the same manner as any other aircraft or vessel and the proper officer
may cause the goods to be taken ashore and placed in a Customs warehouse;
• The person in command of the aircraft or vessel should deliver an account in writing of the goods and of the quantity, marks, and names of the
shippers and consignees of the goods; and answer all questions put to him or her by the proper officer in relation to the goods.

Ethiopia

26.9.

S. 244

S. 246

Power of Commissioner in special cases, notices, etc
The Commissioner may, in order to meet the exigencies of any special case:

Rwanda

(a) Permit any goods to be loaded on to, or unloaded and removed from, any aircraft or vessel on such days, at such times, at such places, and under
such conditions, as the Commissioner may either generally or in any particular case direct;

Tanzania

(b) Permit the entry of any goods, and the report or clearance of any aircraft or vessel, in such form and manner, and by such person, as the
Commissioner may either generally or in particular case direct.

Uganda
26.10.

S. 247

Re - exportation, destruction and abandonment
Goods imported into a Partner State and are still under Customs control, may be:
(i) Re - exported from a Partner State;
(ii) Destroyed;
(iii) Abandoned.
Resulting scrap is still subject to Customs procedure prescribed for imported goods.

26.11.

S. 248

Penalty for late payment
Where duty is payable and is not paid when it falls due, a penalty of 2% per month compounded shall be payable.

S. 249
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Exemption from liability
The Commissioner, any officer or any authorized officer shall not in his or her personal capacity be liable to any legal proceedings for acts done in good
faith in accordance with this Act.

26.13.

Burundi

26.14.

Rwanda
Tanzania

S. 251

Savings and transitional provisions
The EACCMA takes precedence over existing member country customs legislation. However, where the Act does not cover an existing member country’s
Customs provisions, then such member country legislation shall remain in force until such time as the Act shall address those matters. The Customs and
Excise Act Cap 472 therefore remains in force on matters not legislated or not contrary to the provisions of the EACCMA.

Ethiopia
Kenya

Regulations
The Customs Cooperation Council makes regulations relating to the giving effect to the Act. Together with the East African Legislative Assembly, the
council can make regulations to adjust penalties and fines contained in the Act.

Navigation

27.

S. 250

S. 252 - 253

Abbreviations
WCO
WTO
EAC
EACCMA
CET
VAT

World Customs Organisation
World Trade Organisation
East African Community
East African Community Customs Management Act
Common External Tariff
Value Added Tax

Uganda
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Commodity Description

Excise Rate

Juices and carbonated soft drinks

7%

Mineral and aerated water

KShs. 3 per litre or 5% whichever is higher

Other non-alcoholic beverages

7%

Food Supplements

7%

Other food preparations not elsewhere specified

7%

Perfumes, cosmetics and beauty products

5%

Petroleum Jelly

5%

Spirits, Whisky, Vodka

KShs. 120 per litre or 35% of the value whichever is higher

Wines

KShs. 80 per litre or 50% of the value whichever is higher

Malted beers

KShs. 70 per litre or 50% of the value whichever is higher

Beer not made from Malt

KShs. 70 per litre or 50% of the value whichever is higher

Stout and Porter

KShs. 70 per litre or 50% of the value whichever is higher

Other fermented beverages

KShs. 70 per litre or 50% of the value whichever is higher

Opaque Beer

KShs. 70 per litre or 50% of the value whichever is higher

Cider

KShs. 70 per litre or 50% of the value whichever is higher

Undenatured ethyl alcohol strength by volume of 80% or higher

KShs. 120 per litre or 35% of the value whichever is higher

Cigarettes

KShs. 1200 per mille or 35% of Retail Selling Price whichever is higher

Processed tobacco

130%

Mobile cellular phone and other wireless telephone services

10%

Fees charged for money transfer services

10%

Fees charged by Financial Institutions

10%

Plastic shopping bags

50%

Imported motor vehicles

20%

Used computers

25%

Motor Spirit (gasoline) regular

Per 1000L @ 20°C KShs 19,505

Motor Spirit (gasoline) premium

Per 1000L @ 20°C KShs 19,895

Aviation Spirit

Per 1000L @ 20°C KShs 19,895

Quick Tax Guide
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Commodity Description

Excise Rate

Spirit type jet fuel

Per 1000L @ 20°C KShs 19,895

Special boiling point spirit and white spirit

Per 1000L @ 20°C KShs 8,500

Other light oils and preparations

Per 1000L @ 20°C KShs 8,500

Partly refined (including topped crude)

Per 1000L @ 20°C KShs 1,450

Kerosene type jet fuel

Per 1000L @ 20°C KShs 5,755

Gas oil

Per 1000L @ 20°C KShs 10,305

Diesel Oil

Per 1000L @ 20°C KShs 3,700

Other gas oil

Per 1000L @ 20°C KShs 6,300

Residual fuel oils

Per 1000L @ 20°C KShs 600

Quick Tax Guide

Ethiopia
Kenya
Rwanda
Tanzania
Uganda
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The Kenyan Income Tax Act
The Kenyan Income Tax Act (Capt 470) was enacted in 1973, and its date of commencement was January 1974. It replaced the East Africa Income
Tax Management Act, which had served the countries of the East African Community, and which became inapplicable following the break up of the
Community.
These notes incorporate the amendments to the Act up to and including the provisions of the Finance Act 2014.

Navigation
Burundi
Ethiopia
Kenya
Rwanda

2.
2.1.

Basis of charge to tax
Income tax is charged for each year of income on all the income of a person, whether resident or non-resident, which accrues in or is derived from
Kenya.

Section 3(1)

Where a business is carried on by a resident person partly within and partly outside Kenya, the whole of the profit from that business is deemed to have
accrued in or derived from Kenya.

Section 4(a)

2.3.

Kenyan residents are taxed on their worldwide employment income while non-residents are taxed on income from employment with a Kenyan resident
employer or a non-resident employer with a permanent establishment in Kenya.

Section 5(1 )(a)
& (b)

2.4.

In general, payment of the following by a resident person or a person having a permanent establishment in
Kenya is deemed to constitute income accrued in or derived from Kenya:
• Management, professional or training fees;
• Royalties;
• Interest;
• Rents (including leasing of equipment); and
• Payments to sportsmen or entertainers.

2.2.

Tanzania
Uganda
2.5.

2.6.

Section 10

Pension received by a resident individual from a pension fund established outside Kenya will be deemed to have been derived from Kenya to the extent
to which it relates to employment or services rendered in Kenya.

Section 8(1)

Charitable organisations, churches, NGO’s can obtain exemption from charge to income tax. Effective 1 January 2013, provisions have been introduced
to clarify that such exemptions will be for a period of 5 years and can thereafter be extended provided that an application is made 6 months before the
expiry of the existing exemption. Where an applicant has complied with all the requirements of paragraph 10 of the 1st Schedule, the applicant will be
issued with the exemption certificate within sixty days of having lodged the application.

The first schedule
paragraph 10
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Employment income

3.1.
3.1.1.

Registration
Taxable income from employment is widely defined and includes wages, salary, commission, bonus and allowances. Travelling, entertainment and other
similar allowances are taxable unless they are purely a reimbursement of expenses incurred in the production of income. The first KShs 2,000 per day
received by an employee as reimbursement of subsistence, travelling, entertainment or other allowances whilst on official duties outside the usual place
of work is not taxable as a benefit of employment.

Section 5(2)(a)

3.1.2.

Benefits in kind from employment income are taxable where their aggregate value exceeds KShs 36,000 p.a.

Section 5(2)(b)

3.1.3.

Benefits in kind are taxed at the higher of the cost to the employer or prescribed values. The provision of housing by an employer for an employee is
taxed on the employee as follows:

Navigation
Burundi

Income Tax

Ethiopia

Director

The higher of:
- 15% of employment income, excluding the value of the premises;
- The market value; or
- The rent paid by the employer.

Whole time service director

The higher of:
- 15% of employment income, excluding the value of the premises;
- Greater of fair market value or rent paid if lease agreement is not at arm’s length;
- Fair market value if company owned.

Agricultural employee

- 10% of employment income.

Other employees

- 15% of employment income or rent paid or payable by the employer, whichever is higher.

Kenya
Rwanda
Tanzania
Uganda

A whole time service director is a director who spends substantially all of his time on company business and who does not own or control more than 5%
of the company’s share capital or voting power.

3.1.4.

Section 5(3)

A company car provided for an employee’s private use is taxed on the higher of the values prescribed by the Commissioner (see Appendix 2) or 2% per
month of the initial capital cost of the car incurred by the employer. Where such a vehicle is hired or leased from a third party, the employee shall be
deemed to have received a benefit in that year of income equal to the cost of hiring or leasing.
From 1 January 2008 where the employee has restricted use of the car a lower rate of benefit would apply subject to provision of proof of this to the
Commissioner.

Section 5(2B) &
Section 5(5)
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Benefits in kind consisting of the provision of furniture, staff meals, telephone (landline and mobile) and communal water and electricity (for agricultural
employees) are, by concession, taxed at values prescribed by the Commissioner (listed in Appendix 2).
Effective from 13 June 2008 to 31 December 2014 meals served in canteens operated or established by an employer within his premises for the benefit
of low income employees would not be a taxable benefit. Effective 1 January 2015, the value of meals provided to any employee (not just low income
employees) by the employer will not be taxable provided the value of the meals does not exceeds forty eight thousand shillings per year (KShs. 4,000
per month). The meals can be provided in a canteen or cafeteria operated or established by the employer or provided by a third party at the employer’s
premises or at the third party’s premises. The third party supplier however must be a registered taxpayer.

Navigation

3.1.6.

Burundi
3.1.7.

Ethiopia
Kenya

3.1.8.

Rwanda
Tanzania
Uganda

3.1.9.

An employee participating in a registered employee share ownership plan will be taxed at vesting on the difference between the offer price and the
market value at the grant date as a benefit of employment. The plan has to be registered with the Commissioner as a collective investment scheme
within the meaning of Capital Markets Authority Act.

Section 5(5) &
Section 5(6)

Insurance premiums paid by an employer in respect of group life policy cover that does not confer a benefit to the employer or the employee’s
dependants will not be deemed to be a taxable benefit. Premiums paid to registered or unregistered retirement benefit schemes also remain a nontaxable benefit on the employees.

Section 5(2)(f)

The following are not taxable on an employee:
• Passages between Kenya and any place outside Kenya paid for by the employer, provided the employee is not a Kenyan citizen, was recruited
outside Kenya, and is in Kenya solely for the purposes of his employment;
• Medical services or medical insurance cover provided by an employer for a full time employee or his beneficiaries, provided that for non-whole time
service directors the value of non-taxable benefit is up to KShs 1,000,000;
• From 1 January 2010 medical expenses or medical insurance cover paid by a partnership subject to a limit of KShs 1,000,000 per partner;
• Employer’s contribution to a pension or provident fund or individual retirement fund. However, with effect from 1 July 2004, employees of
organisations not chargeable to tax will be liable to tax on contributions the employer makes to an unregistered fund or on the excess contribution
to a registered fund;
• Payment by an employer of education fees of an employee’s dependants or relatives if taxed on the employer;
• From 1 January 2011, payment by an employer not exceeding KShs 240,000 p.a. of gratuity or similar payment which is paid into a registered
pension scheme;
• From 1 January 2014, payment by an employer of premium for group life cover unless such a cover confers a benefit to the employee or any of his
dependants; and
• Prior to 1 January 2015, the value of meals served to low income employees in a canteen or cafeteria operated or established by the employer.
Effective 1 January 2015, the benefit will apply to all employees (not just low income employees) provided the value of the meals does not exceeds
forty eight thousand shillings per year (KShs. 4,000 per month).
• Expenditures paid by employers on behalf of the employees and their immediate family members on vacation to destinations in Kenya not
exceeding 7 days from July 2014 up to 1 July 2015.
A low income employee is an employee whose taxable income is not subject to tax at the rate of more 20%.

Section 5(4)

Section 5(4)(ff)
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A deduction of one-third of employment income may be claimed by a non-citizen resident employee of a non- resident company, who is absent from
Kenya for an aggregate of 120 days or more in a year of income and whose employment income is not deductible in ascertaining the employer’s income
chargeable to Kenya tax

Section 15(2)(r)

From 13 June 2008, Kenya citizens are entitled to off-set tax on foreign employment income against tax charged in Kenya on the same income to the
extent of tax due in Kenya.

Section 39(2)

From 13 June 2008, Kenyan sportsmen and artists performing abroad, are entitled to off-set tax on income earned abroad against tax charged in Kenya
on such income, provided they can prove that tax has been paid abroad.

Section 39(2)

Dividend and interest income

4.1.

Ethiopia

Income Tax

4.1.1.

Dividend income
Dividends received by a resident company from another resident company of which it controls 12.5% or more of the voting power are not subject to
tax.

Section 7(2)

Kenya
4.1.2.

Dividends received by specified financial institutions are subject to tax (from 13 June 2008).

4.1.3.

Taxation on the dividend income of Kenya residents is limited to the withholding tax deducted from payments of such dividends.

4.1.4.

Dividends received from sources outside Kenya are not chargeable to tax in Kenya.

4.1.5.

Dividends declared by Kenya resident companies are deemed to be income of the year in which they are payable.

4.1.6.

Dividends include any distribution by a company to its shareholders, including distribution made upon winding-up, except for reimbursement of sums
paid in as share capital.

Section 7(3)
Section 16(2)(1)

Rwanda
Tanzania
Uganda

4.1.7.

Section 34(1 )(d)

Section 7(1 )(b)

Where the Commissioner considers that a company has not distributed as much of its after tax income to shareholders as in his view could be so
distributed without prejudice to the company’s business, he may deem the company to have paid such a dividend 12 months after its accounting date.
As a rule of thumb, the Commissioner allows trading companies to retain 60% of their after tax profit, although investment income is expected to be
distributed in full.

Section 2

Section 24
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Interest income

4.2.1.

5.

Income Tax

Tax on the interest income earned by individuals from financial institutions and government bearer bonds is limited to the withholding tax deducted at
source. Interest income accruing to non-individuals is taxed at the corporate tax rate, and credit given for the tax withheld at source.

Section 34(1)(c)

Pensions
From 1 January 2010, pensions and retirement annuities up to KShs 300,000 p.a. (previously KShs 180,000 p.a.) in total received by a resident individual
have been exempt from tax. From 1 January 1993 this exemption only applies to pensions and retirement annuities received from registered funds and
the National Social Security Fund (NSSF).

Section 8(4)

Burundi
5.2.

Ethiopia

Contributions to registered pension or provident funds are deductible subject to prescribed limits. The prescribed limits in respect of each employee are
the lowest of:
a) Actual contributions paid; or
b) 30% of taxable pensionable income; or c) KShs 240,000.

Kenya

In determining the deductible status of contributions, priority is given to those made by employees over those made by employers, and to those in
respect of defined contribution funds over those in respect of defined benefit funds.

Rwanda
Tanzania

Contributions made to the NSSF shall be deemed to be contributions made to a defined contribution registered fund.

5.3.

Section 22A

Contributions by an employer to a pension, provident or individual retirement fund or scheme are generally not chargeable to tax on the employee.
However, with effect from 1 July 2004, employees of organisations not chargeable to tax will be liable to tax on contributions the employer makes to an
unregistered fund or on the excess contribution to a registered fund.

Section 5(4)(c)

Uganda
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The following are exempt from tax:
a. From 1 January 2010 the first KShs 600,000 commuted as a lump sum from registered pension or individual retirement fund; (KShs 480,000 up to
31 December 2009).
b. In the case of sums withdrawn from a registered pension or individual retirement fund on termination of employment, the lesser of:
i) KShs 600,000; or
ii) KShs 60,000 for each full year of pensionable service.
c. In the case of sums paid out of a registered provident fund, the total of:
i) The lessor of KShs 600,000; or KShs 60,000 for each full year of pensionable service; and
ii) all lump sum payments based on contributions prior to 1 January 1991 (provided that contributions made on or after that date are kept in
a separate or segregated fund, and prescribed details of balances at 31 December 1990 were submitted to the Commissioner on or before
31 December 1991).
d. From 1 January 1993, the first KShs 1,400,000 payable to the estate of a deceased employee from a registered fund, where the estate is eligible for
no benefit other than a lump sum payment.
e. The first KShs 600,000 of NSSF benefits.
f. Total pensions and retirement annuities received by a resident individual from an unregistered pension fund or scheme or individual retirement
fund, the contributions to which have not been deducted and income of which has been taxed.
g. From 13 June 2008 monthly or lump sum pensions received by pensioners aged 65 years or more.

Navigation

Kenya

Income Tax

5.5.

5.6.

Tanzania

From 14 June 2001 any surplus funds in respect of a registered pension or provident fund withdrawn by or refunded to an employer is taxable income
of the employer.

Section 8(6)
Section 8(5)(d)
Section 8(5)(f)
1st Schedule

Section 8(10)(b)

From 1 January 1994 an individual who is not a member of a registered pension or provident fund may contribute to a registered individual retirement
fund. Deductible contributions to such a fund will be the lowest of:
a) Actual contributions paid; or
b) 30% of an individual’s pensionable income; or c) KShs 240,000.
Individual retirement funds can only be operated by a bank or insurance company.

Uganda

Section 8(5)

Section 22B

5.7.

Registered funds must comply with conditions laid down by the Commissioner, which mainly have to do with limits on contributions and circumstances
in which benefits can be paid out. Registration requires the Commissioner’s approval. The income of registered funds is exempt from tax.

1st Schedule (14)
(15)

5.8.

Effective from 15 June 2012, individual retirement schemes are barred from appointing corporate trustees related with their sponsors so as to remove
conflicts of interest.

1st Schedule (50)

5.9.

Investment income of a pooled fund that is registered with the Commissioner is exempt from tax.
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Interest income from listed bonds with a maturity of at least 3 years used to raise funds for infrastructure and social services is exempt from tax.

1st Schedule (51)

5.11.

Interest income from asset-backed securities is exempt from tax.

1st Schedule (52)

5.12.

Monthly or lump sum pension granted to a person who is sixty five years of age or more is exempt from tax.

1st Schedule (53)

6.

Business income

6.1.

Allowable expenses

Burundi
6.1.1.

Ethiopia
6.1.2.

Kenya
Rwanda
Tanzania
Uganda

Generally, expenses are allowed only if incurred wholly and exclusively in the production of income. This is a slightly narrower concept than, for example,
that used in the United Kingdom where expenses are allowed if incurred wholly and exclusively for purposes of a trade.

Section 15(1)

Example of expenses specifically allowed by the Act, include:
• Bad debts written off and doubtful debts specifically provided for subject to compliance with guidelines issued by KRA;
• Capital allowances (covered in detail below - section 9);
• Legal expenses and stamp duties in connection with the acquisition of a lease not exceeding 99 years;
• Expenses incurred prior to commencement of business where these would have been deductible if incurred after the date of commencement;
• Capital expenditure incurred in the prevention of soil erosion by a farmer;
• Costs of structural alterations necessary to maintain rents;
• Loss in value of tools and utensils;
• Agricultural land development;
• Expenditure on scientific research for business purposes or paid to approved research or educational institutions.;
• Interest paid on borrowings made to generate investment income but not exceeding the amount of investment income earned. Investment income
means dividends and interest but excludes qualifying dividends and qualifying interest;
• Mortgage interest not exceeding KShs 150,000 on borrowings in respect of owner-occupied houses;
• Legal and other costs incurred in issuing shares or debentures on a securities exchange;
• Club subscriptions paid by an employer on behalf of an employee, with effect from 1 January 2006;
• Cash donations to charitable organizations subject to the Income Tax (Charitable Donations) Regulations 2007; and
• Expenditure on the construction of a public school, hospital, road or any similar kind of social infrastructure, upon approval of the Cabinet Secretary
for Finance.

Section 15(2)
Section 15(3)(b)
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Disallowable expenses
Those specifically listed in the Act include:
• Capital costs and losses;
• Personal expenses. From 1 January 1991 these include personal entertainment expenses, hotel and restaurant expenses except for specified
exclusions, vacation expenses except for air fares on home leave for expatriates, employee’s dependants or relatives educational fess. if not taxed
on the employee;
• Income tax or tax of a similar nature paid on income;
• Pension payments, annuity premiums and contributions to pension and provident schemes and funds, except for those allowed under 5.2;
• Expenses of non-resident persons relating to certain types of income (management fees, royalties, etc.); and
• Interest payments by a non-resident controlled company to the extent that loans made to that company exceed the greater of three times the sum
of paid up capital and revenue reserves or the sum of all loans acquired prior to 16 June 1988 and still outstanding. With effect from 13 June 2008
the expression ‘revenue reserves’ includes accumulated losses. From 11 June 2010 “deemed interest” calculated on basis of 91 day Treasury Bill, an
interest for loan provided or incurred by a non resident person will also be disallowed.

Section 16

Foreign exchange gains or losses
With effect from 1989, realised foreign exchange gains or losses resulting from a Kenyan business will be treated as trading receipts or deductible
expenses. Such gains or losses will be calculated by reference to the exchange rate ruling at 30 December 1988, or date on which the foreign asset or
liability is established, whichever is the later. A foreign exchange loss will be deferred for tax purposes if realised in respect of a loan from a person who,
alone or with up to four other persons, controls the indebted company and where the aggregate of all loans made to that company exceeds three times
the sum of paid up capital and revenue reserves. Note, with effect from 13 June 2008 the aggregate ‘revenue reserves’ includes accumulated losses.

Tanzania

6.4.

Uganda

6.4.1.

The Eleventh Schedule of the Act sets out the provisions relating to the taxation of enterprises situated in export processing zones (EPZs).

6.4.2.

For the first ten years from the date of commencement of business by an EPZ:
• Payments to the EPZ will be subject to withholding tax at non-resident rates;
• Payments by the EPZ to non-resident persons will be exempt from tax; and
• The EPZ will be exempted from corporation tax provided it does not carry out any commercial activity (15 June 2007). Commercial activities include
trading in, breaking bulk, grinding, repacking or re-labelling goods and industrial raw material. Thus if any commercial activity is carried out by the
EPZ enterprise, the exception would not apply.

6.4.3.

For a period of ten years commencing immediately after its initial ten year period the EPZ will be subject to corporation tax at the rate of 25%.

6.4.4.

Notwithstanding the above, an EPZ must submit annual tax returns and accounts. Employees and directors of EPZs, if resident, are liable to tax and
deduction of PAYE in the normal way.

Section 4A

Export processing zones

Eleventh Schedule
Third Schedule
Paragraph 2(f)

<< Previous | Next >>
© 2015 Deloitte & Touche. All rights reserved.

Customs and Excise

6.5.

Income Tax

Value Added Tax

Quick Tax Guide

Miscellaneous provisions

6.5.1.

The Act makes reference to the treatment of farmers’ stock, the determination of the income of insurance companies and co-operative societies, and
the treatment of members clubs and trade associations.
From 1¨January 1991 the income of registered unit trusts is taxed only to the extent of the withholding tax deducted, at resident rates, from their
dividend and interest income. With effect from 1 January 2012 the income of Real Investment Trusts will be exempt from tax.

Navigation

6.6.

Burundi

6.6.1.

The Act permits incorporated businesses to alter the date to which accounts are made provided six months notice is given to the Commissioner of
Income Tax and subject to his written approval.

Ethiopia

6.6.2.

Financial institutions and unincorporated businesses (partnerships and sole proprietors) are required to have accounting periods ending on 31 December
each year.

Kenya
Rwanda

7.
7.1.

Section 17
Section 19
Section 19A
Section 20
Section 21

Accounting periods

Section 27

Business with non-resident persons
The Income Tax Act includes provisions requiring the profits of businesses carried out in Kenya by non-resident persons, whether derived from sales
made inside or outside Kenya, to be calculated for tax purposes on the basis that sales of products or produce has been effected wholesale to the best
advantage.

Section 18(1)

Income derived from deposits, assets or property acquired outside Kenya from operations in Kenya by the permanent establishment of a non-resident
bank is deemed to be income derived in or accrued from Kenya.

Section 18(2)

Profits from businesses carried on in Kenya by resident persons and derived from transactions with related non-resident persons are to be assessed for
tax purposes on the basis of the profits that would have ensued if the relevant transactions had been between independent persons dealing at arm’s
length. The Finance Act 2006 introduced Transfer Pricing Rules to provide guidelines to be applied by related enterprises in determining the arm’s length
prices of goods and services. The Rules also provide administrative regulations including the types of records and documentation to be maintained by a
person involved in transfer pricing arrangements.

Section 18(3)

For a business carried out in Kenya, any expenditure incurred outside Kenya by a non-resident person in respect of directors’ fees and executive and
general administrative expenses shall be restricted except to the extent that the Commissioner determines such expense to be just and reasonable.

Section 18(4)

Tanzania
7.2.

Uganda
7.3.

7.4.
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In assessing the profits of a permanent establishment in Kenya of a non-resident person, no deduction will be allowed for tax purposes in respect of any
of the following payments made by the permanent establishment to the non-resident person:
•   Interest;
•   Royalties; and
•   Management or professional fees.
In addition, foreign exchange losses or gains arising on transactions between the Kenyan permanent establishment and the overseas offices of a nonresident person will be disregarded for Kenyan tax purposes.

Navigation

7.6.

Currently, Kenya has concluded Double Taxation Agreements with the following countries:
•   Zambia;
•   Denmark;
•   Norway;
•   Sweden;
•   United Kingdom;
•   Germany;
•   Canada;
•   India; and
•   France.

Burundi
Ethiopia
Kenya

The rates
applicable are set
out in Appendix 5.

Treaties with EAC partner states, Mauritius, South Africa, Italy, Iran and Kuwait have been negotiated and concluded but are currently being ratified.

Rwanda
Tanzania

8.
8.1.

Uganda
8.2.

Section 18(5)

Losses
From 1 January 2010 tax losses for a year can only be carried forward for four years. If not utilised the losses will be lost unless an application for
extension is made based on provision of evidence of inability to extinguish the deficit and approval is received from the Cabinet Secretary for Finance.
The legislation is silent on the circumstances under which an extension of the carry forward period will be granted. Previously there was no time limit on
the carry forward of tax losses.

Section 15(4)

The Act lays down six categories of income (“specified sources”) as follows:
•   Rents from immoveable property;
•   Employment and self-employment professional income;
•   Wife’s employment, self-employment and professional income;
•   Agricultural, pastoral, horticultural, forestry and similar activities;
•   Other business income; and
•   Surplus funds from registered Pension or Provident Funds.
From 1 January 1979 losses incurred in any specified source may only be offset against income from the same source in the following or future years.
From 1 January 2010 this will be for the subsequent four years unless an extension application is made and approved by the Cabinet Secretary for
Finance.

Section 15(7)
Section 15 (4A)
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8.3.

Capital losses cannot be set off against trading income.

8.4.

No allowance is made for a terminal loss but certain expenditure incurred after the cessation of a business may be regarded as incurred in the year in
which the business ceased.

8.5.

9.

Section
15(3)(f) Eighth
Schedule 5(2)

From 1 January 1987 interest paid on money borrowed to finance investment is restricted for tax purposes to the amount of investment income
(excluding income from most dividends) in the same year, any excess being carried forward.

Section 28(2)

Section 15(3)(a)

Capital allowances

9.1.

General

Ethiopia
9.1.1.

Kenya
Rwanda
Tanzania

9.2.

These are dealt with in the Second Schedule to the Income Tax Act, and fall into the following categories:
•   Industrial Building Allowance;
•   Wear and Tear Allowance;
•   Mining Allowance;
•   Farmworks Allowance; and
•   Investment Deduction Allowance.

Industrial building allowance
Paragraph 1-6

Uganda

9.2.1.

This is an annual allowance computed on the straight line method at 10% per annum on cost from 1 January 2010. Previously the rate was 2.5% of
cost per annum. The rate for hotels is 10% (prior to 1 January 2007 the rate was 4%). Where an industrial building is eligible for investment deduction
allowance, the annual allowance is computed on cost net of the investment deduction allowance. Industrial buildings are defined at length in the Act,
but in general consist of buildings in use for purposes of a factory, mill or manufacturing business. A hotel, together with its kitchens, quarters and
sports facilities, is included, as are (from 1 January 1995) specified civil works. Certain types of buildings such as offices, retail shops and dwelling houses
are specifically excluded. Prescribed dwelling houses (i.e. quarters for employees) and staff welfare buildings are eligible for the allowance.

9.2.2.

Where the non-qualifying parts are less than 10% of the cost of the building, the disqualification is ignored.
Cost of land is excluded from any allowance. From 1 January 1995 substantial renovation or rehabilitation costs are eligible for the allowance.

9.2.3.

No balancing allowances or charges arise on the sale of an industrial building. The purchaser takes over the vendor’s unexpired residue of cost and
annual allowance, irrespective of the transfer price.
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9.2.4.

A 50% industrial building allowance can be claimed on a hostel or educational building from 1 January 2010. This allowance also applies to buildings
used for training.

9.2.5.

From 1 January 2008 as 5% industrial building allowance can be claimed on residential buildings built for rental purposes to low income earners in an
approved planned development area.

9.2.6.

From 1 January 2010 a 25% industrial building allowance can be claimed on qualifying commercial buildings. The Finance Act 2012 clarifies that
“commercial buildings“ includes a building for use as an office, shop or showroom

Navigation
9.3.

Paragraph 7-15

Wear and tear allowance on plant and machinery

Burundi

Paragraph 7-15

9.3.1.

Ethiopia
Kenya
Rwanda
Tanzania
Uganda

Plant and machinery includes furniture and fittings, office equipment, vehicles, aircraft and ships. Assets in this category are divided into four separate
classes or pools each with its own annual allowance rate:
37.5% - Tractors, combine harvesters, lorries over 3 tonnes and similar heavy self-propelled vehicles.
30.0% - Computer hardware, calculators, copiers and duplicating machines.
25.0% - Other vehicles and aircraft.
20.0% - From 1 January 2010 telecommunication equipments purchased and used by a telecommunication operator.
20.0% - From 1 January 2010 software purchased.
12.5% - All other machinery, including ships.
The Commissioner can allow accelerated rates of allowance where he considers this appropriate, but his discretion in this respect is sparingly used.

9.3.2.

The above allowances are computed on reducing balance basis save for the software allowance which is computed on a straight line basis.

9.3.3.

The cost of additions, net of any investment deduction allowance claimed, is added to the relevant pool. The cost of non-commercial vehicles is
restricted to KShs 2,000,000 (KShs 1,000,000 per vehicle prior to 2006).

9.3.4.

The sale proceeds of disposals are deducted from the relevant pool. The sale proceeds of a non-commercial vehicle are reduced in proportion to the
abatement of the original cost.

<< Previous | Next >>
© 2015 Deloitte & Touche. All rights reserved.

Customs and Excise

9.3.5.

Navigation

Income Tax
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Residue or written down value brought forward
from previous year

A

Add: Cost of additions in the current year (reduced
by an investment deduction allowance claimed)

B
T1

Less: Sale proceeds of disposals in the current year

C
T2

Less: Allowance at appropriate percentage of T2
Written down value carried forward for next year

C
T3

Value Added Tax
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Burundi
9.3.6.

A balancing charge will arise where the current year’s sale proceeds (C) for any pool exceeds the written down value brought forward together with the
cost of current additions (T1). A balancing allowance or charge arises on cessation of business and the disposal of all the assets in any pool.

Paragraph 16-21

Ethiopia
9.4.

Kenya

Farmworks allowance
Paragraph 22 -23

9.4.1.

Farmworks are structures necessary for the proper operation of a farm and include fences, dips, drains, water and electricity works (other than
machinery), windbreaks etc, as well as farm buildings. Only one third of the cost of a farmhouse may be claimed.

9.4.2.

For any year commencing on or after 1 January 2011 the allowance in respect of expenditure on farmworks is 100% of the expenditure incurred.
Previously the allowance was calculated on a straight line basis over a two year period.

Rwanda
Tanzania
9.5.

Investment deduction

Uganda

Paragraph 24-26

9.5.1.

This is intended as an incentive to investment in the manufacturing sector and consists of a once- and-for-all claim based on the cost of buildings and
machinery used in manufacturing.
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Claims can only be made by manufacturing concerns and hotels. Expenditure on the following is eligible for the allowance:
a) Construction of a new building and the purchase and installation therein of new machinery used for manufacturing purposes; or
b) Purchase and installation of new machinery used for manufacturing purposes in a building not previously used for purposes of manufacture; or
c) Expenditure on or after 1 January 1992 on the construction of a building used by the owner or lessee for manufacturing purposes; or
d) Expenditure on or after 1 January 1992 on the purchase and installation of machinery used for manufacturing purposes; or
e) Construction of a hotel building certified as an industrial building by the Commissioner; or
f) From 1 January 1995, specified civil works are eligible for the allowance; or

Navigation

g) From 1 July 1999, workshop machinery for the maintenance of machinery used for manufacturing; or
h) From 1 January 2010 on the purchase of filming equipment by local film producer.

Burundi
9.5.3.

Design, storage, transport or administration units do not qualify for the allowance, unless in total their cost does not exceed one tenth of the cost of the
whole building.

9.5.4.

Claims made by hotels will relate to the building cost only: no claim may be made for furniture or fittings installed in the hotel.

9.5.5.

n respect of expenditure on eligible assets, the rate of investment deduction allowance is as follows:

Ethiopia
Kenya
Rwanda
Tanzania
Uganda

Where the year of first use is any year of income or accounting year, commencing on or after:
1 July 2000
1 January 2002
1 January 2003
1 January 2004
1 January 2005
1 January 2006
1 January 2007
1 January 2008

%
100
85
70
100
100
100
100
100

For assets used for purposes of manufacture under bond or situated in EPZs the rate is 100%.
Manufacture under bond must continue for three years to retain eligibility for the 100% allowance.

From 1 January 2010 investment in buildings and machinery incurred outside the city of Nairobi, or the municipalities of Mombasa or Kisumu and the
value of the investment is not less than KShs 200 million will qualify the investment allowance of 150%.
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9.5.6.

A shipping investment deduction equal to 40% is claimable in the year of first use on capital expenditure incurred on the purchase or on purchase and
refitting of a power-driven ship of more than 495 tons.

9.5.7.

Not more than one investment deduction is claimable for the same ship. Use of a ship must continue for no less than five years for the deduction to be
retained.

10.

Navigation

Income Tax

Rates of tax

10.5.1.

Individual rates of tax are listed in Appendix 1.

10.5.2.

With effect from 1st January 2006, the income of a wife is not aggregated with her husband’s income in determining the appropriate rate of tax, where
she opts to file a separate tax return.

Section 34(1 )(b)
Section 45(1)

10.5.3.

Tax on the total income of a person other than an individual is charged at the corporation rate. Standing at 45% in year of income 1989, it has been
reduced periodically since then: for years of income 2000 - 2009 the rate is 30% for residents (and 37.5% for non-residents i.e. branches of nonresident companies).

Section 34(1 )(e)
Third Schedule

Kenya
10.5.4.

Separate rates of tax (listed in Appendix 3 and 4) apply to the income of non-resident persons in respect of:
•   Management, professional fees or training fees;
•   Royalties;
•   Rents;
•   Leasing;
•   Dividends;
•   Interest;
•   Pensions;
•   Ship owner business;
•   Transmission of messages;
•   Payments to sportsmen or entertainers;
•   Income from telecommunications;
•   The sale of property or shares of oil, mining and mineral prospecting companies (Effective date 9 January 2013); and
•   Winnings from betting and gaming (Effective from 1 January 2014).

10.5.5.

A “qualifying interest rate of tax” of 10% applies to income not exceeding KShs 300,000 p.a. receivable by an individual from housing bonds issued by
an approved financial institution or building society.

Section 34(1 )(c)

The “qualifying dividend rate of tax” applies to dividends paid to resident persons. This is set at the resident withholding tax rate, currently 5%.

Section 34(1 )(d)

Rwanda
Tanzania
Uganda

10.5.6.
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From 1 July 1996, interest on deposits with financial institutions paid to individuals is subject to tax at source of 15%, which is a final tax. Interest paid
on Government bearer bonds of at least two years’ duration are also subject to final withholding tax of 15%. Interest paid on bearer certificates held by
individuals are subject to similar regime but at 25%. The same rates apply to interest received by persons other than individuals, but the tax is not a final
tax.

Section 34(1 )(d)

Personal reliefs

11.1.

Personal reliefs represent the amount which can be deducted by an eligible person from tax payable by him. The personal relief for 2005 to 2015 is KShs
13,944 p.a. Where an employee has multiple employers, the employee is entitled to a relief from only one employer.

11.2.

Relief is apportioned in the case of death, or in the case of an individual who arrives in Kenya, or leaves Kenya permanently.

Section 29(2)(3)
and (4)

11.3.

Premiums paid for either health or life insurance can be deducted from tax payable. The deduction amounts to 15% of the premiums with a maximum
of KShs 60,000 p.a. effective 1 January 2007 (KShs 36,000 - 2006). However, where a policy is surrendered before its maturity all the relief granted to
the policy holder is repayable to KRA.

Third Schedule
Section 31 (1)(a)
(vi)

Kenya
12.

Third Schedule
(Head A) PAYE
Rules 2011

Submission of returns

Rwanda
12.1.

Tanzania

12.1.1.

Uganda

12.1.2.
12.2.

General
Returns are required of a person’s total income for a year of income. Where a person makes up annual accounts, then income for the year ending on
the accounting date will constitute the income for the year of income in which the accounting date falls. The Commissioner has the power to make
adjustments in respect of accounting periods for other than twelve months. The year of income for income which is not the subject of accounts is the
calendar year.

Section 27

Two types of returns are currently in use, namely self-assessment and compensating tax. They are included in one document.

Self-assessment returns

12.2.1.

Every person chargeable to tax must submit a return of income incorporating a self-assessment of tax on such income.

12.2.2.

Persons other than individuals are required, for accounting periods commencing on or after 1 January 1992, to submit a self-assessment return not later
than the last day of the sixth month following the end of their accounting period.
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Ethiopia
Kenya

12.3.
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With effect from 9 June 2011, any return, record or document required to be kept or produced for tax purposes shall be in English or Kiswahili and in
Kenyan shillings.

Section 51A

Individuals chargeable to tax, for years of income commencing with year of income 1992, are required by the Act to submit a self-assessment return not
later than 30 June of the following year.

Section 52B

A married woman may opt to file a separate self-assessment return (from her husband’s), whatever her source of income, with effect from 1 January
2006.

Section 45(1)

The Commissioner may respond to the self-assessment return in one of the following ways:
•   Accepting the return;
•   Correcting computational errors in the return; and
•   Instituting an in-depth examination.

Compensating tax returns

12.3.1.

Compensating tax was introduced with a view of ensuring that “adequate” tax is paid on company profits. The object is to ensure that dividends are
matched with taxed profits. This tax seeks to ensure that where companies receive exempt income or do not pay corporation tax as a result tax of
incentives, they do not use the increased cash available to support increased dividend payments without payment of tax.

12.3.2.

Every company liable to tax shall submit a return of any compensating tax payable by it. The return will be submitted with the company’s self-assessment
return, and will also constitute an assessment of compensating tax payable. The first compensating tax returns were submitted in respect of accounting
periods ending in 1993.

Rwanda
Tanzania
Uganda

12.3.3.

The compensating tax return will state the balance on a company’s dividend tax account as at the due date for filing of the self-assessment return. A
dividend tax account must be kept for all accounting periods beginning 1 February 1992 and thereafter. It is debited with dividends paid, and credited
with income tax paid, dividends received and compensating tax paid, both dividends paid and received being reduced by reference to a formula. A net
debit balance on a company’s dividend tax account represents compensating tax payable. Credit balances are carried forward.

12.3.4.

The opening balance on a company’s first dividend tax account will either be zero, or the balance at the end of the year of income 1992 created by
running a notional dividend tax account from year of income 1988, whichever is to the company’s advantage.

Section 52B(4)

Section 7A
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Objections and appeals

13.2.

Within 30 days (with effect from 9th June 2005) of date of service of an assessment, objection to disputed income may be made in a formal letter of
objection. Such an objection will be invalid unless accompanied or preceded by a return of income together with all supporting documents. Date of
service of a notice or assessment is 10 days from the date of an assessment.

13.3.

13.4.

The Domestic Taxes Department may respond to an objection by:
a) Agreeing to amend the assessment in a manner agreed by the taxpayer;
b) Amending the assessment in a manner not agreed by the taxpayer; and
c) Issuing a notice confirming the original assessment.

Section 84(2)

Section 85

In the case of (b) and (c) a taxpayer still disputing the original or amended assessment must appeal to the Local Committee or Tribunal within 30 days
from the date of assessment. Effective 15 June 2012 the Commissioner is required to file a response with the Clerk the Local Committee within 30 days
of receiving the appeal documents. The Local Committee is made up of laymen.

Section 84 (3)

Effective 1 January 2014, the tax payer disputing the original or amended assessment must pay the principal tax not in dispute and 30% of the tax in
dispute (plus interest) before submitting the appeal to the Local Committee

Section 86(1)

13.5.

Either party may appeal to the High Court against the decision of the Local Committee or Tribunal, but only on a question of law or mixed law and fact.
A further right of appeal against a High Court decision exists to the Court of Appeal.

Section 86(2)
Section 91A

13.6.

Tax in dispute only becomes payable when either it is confirmed by the Court of Appeal or by a lower court or where no further appeal is made. From
13 June 1986 tax declared payable by a decision of the Local Committee must be paid within 30 days of the notice of that decision notwithstanding any
appeal to the High Court.

13.7.

Qualifications for a person to be appointed a member of the Local Committee and Tribunal and grounds for cessation of membership have been
introduced effective 1 January 2013.

Kenya
Rwanda

Uganda

Quick Tax Guide

Most assessments are now prepared by the taxpayer. The following remarks concerning objections and appeals will therefore be relevant only to
estimated assessments raised by the Department in the absence of a self assessment return, or additional assessments raised where the self-assessment
return is disputed by the Department.

Ethiopia

Tanzania

Value Added Tax

13.1.

Navigation
Burundi

Income Tax
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Payment of tax - tax on assessment

14.1.
14.1.1.

Navigation
14.1.2.

Burundi

Instalment tax
Payment of instalment tax serves as an assessment to instalment tax. The tax is payable not later than the twentieth day of the month of the current
accounting year (or of the calendar year for calendar year taxpayers) shown in 14.1.3. The Commissioner may issue an instalment tax assessment in the
event of failure to pay tax in time; tax assessed is payable within 30 days of service of the assessment. Note that where the twentieth day is a week end
or a public holiday then the due date is the working day immediately before the twentieth.
The amount of instalment tax payable is the lesser of:
•   The tax payable by the person on his total income for the year; or
•   The tax assessed, or in the absence of an assessment, estimated as assessable for the preceding year of income, multiplied by 110%.
Instalment tax is not payable in the case of an individual to the extent the total liability to tax for a year of income does not exceed KShs 40,000.

Ethiopia
14.1.3.

Kenya
Rwanda

14.1.4.

Tanzania

14.2.

Uganda

14.2.1.

14.3.

Section 74A
Section 92

Section 12(5)

The tax calculated in 14.1.2 is reduced by any current year tax deducted or deductible at source. It is payable in four equal instalments after
commencement of the accounting period on the twentieth day of the fourth, sixth, ninth and twelfth months. For agricultural enterprises the instalment
tax is payable on the twentieth day of the ninth month while the second instalment tax is due on the twentieth day of the twelfth month.
Adjustment to instalment tax payable is required where there are changes in the length of a company’s accounting period, where companies have
merged or have been acquired, or where substantial transfers of assets between companies have taken place.

Section 12
Twelfth Schedule
Section 86(2)
Section 91A

Tax under self-assessment
A completed self-assessment return constitutes an assessment for payment of the relevant tax and this tax is payable on the last day of the fourth
month following the end of the year of income. Although the Act does not say so, instalment tax paid should be deducted from the self assessment tax
payable.

Final assessment

14.3.1.

Although final returns have been superseded by self-assessment returns, final assessment or their equivalent will still be issued for earlier years of income
still unassessed and where, for example, self-assessment returns are not accepted by the Commissioner as a complete statement of income. For this
reason the law in relation to final assessment remains in place.

14.3.2.

Where the final assessment is agreed, payment of the balance of the tax assessed not already paid is generally required within 30 days of receipt of the
assessment, although in practice 30 days from the end of the month in which the assessment is issued are allowed.

Section 92(2)
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In general, tax in dispute is not payable until the relevant dispute has been resolved. However, where an appeal is decided against the taxpayer by the
Local Committee, tax in dispute is then payable notwithstanding that the taxpayer appeals to the High Court. If the appeal is ultimately successful, tax
already paid but not in the event due will be refunded with interest.
Where an appeal fails, interest on unpaid tax will be calculated by reference to the date of payment on the original assessment, notwithstanding that tax
in dispute has been stood over pending determination of the objection or appeal.

Section 93(1 )(2)

Section 94(3)

Advance tax
An advance tax is payable annually in respect of all commercial vehicles at the following rates:
• For vans, pick-ups, trucks, lorries and with effect from 11 June 2010, prime movers and trailers but excluding tractors and trailers used for
agricultural purposes; KShs 1,500 per ton of load capacity p.a. or KShs 2,400 p.a. whichever is higher; and
• For saloons, station-wagons, mini-buses, buses and coaches; KShs 60 per passenger capacity p.m. or KShs 2,400 p.a. whichever is higher.

Burundi
Ethiopia

Prior to 11 June 2010 advance tax was applicable on all public service vehicles.
Effective 15 June 2012 advance tax shall be due to the Commissioner on or before the twentieth day of the first month of the year of income, or in
cases of transfer of ownership of the commercial vehicle, before the new owner is registered as such.

Section 12A

Kenya
14.5.

Rwanda

Turnover tax
A turnover tax has been introduced with effect from 1 January 2007 for businesses with a turnover of less than KShs 5 Million p.a. The applicable rate is
3% of the gross receipts of the business.

Section 12C

Tanzania
14.6.

Uganda

14.6.1.

Final assessment
Turnover Tax shall not apply to:
• Rental income and management or professional or training fees;
• The income of incorporated companies; and
• Any income which is subject to a final withholding tax under this act.

<< Previous | Next >>
© 2015 Deloitte & Touche. All rights reserved.

Customs and Excise

15.

Income Tax

Value Added Tax

Quick Tax Guide

Payment of tax - PAYE and withholding tax

15.1.

Employment income

15.1.1.

Employers are required to deduct tax from payments made to employees in respect of employment income.
The PAYE rules set out the manner in which this is to be done, and tax tables are issued on which the appropriate deductions should be based.

Navigation

15.1.2.

Under the PAYE rules all deductions made by an employer must be paid to the Domestic Taxes Department by the ninth day of the month following the
month in respect of which the deductions are made.

Burundi

15.1.3.

PAYE deductions are included in an individual’s self-assessment return and are deducted from the tax calculated on his total income in that return.

Ethiopia

15.1.4.

PAYE must be deducted on the value of all benefits in kind paid to an employee, in addition to that calculated on the value of salary and housing
benefit.

15.1.5.

For loans granted to employees after 11 June 1998 (or existing loans whose terms are varied after
11 June 1998), the employer is required to account for fringe benefit tax at the resident corporate tax rate, on the difference between the interest
actually paid by employees and the market interest rate. The market interest rate is the average rate of interest for the 91-day treasury bills issued in the
month prior to the month in which the tax is charged. The Fringe Benefit Tax is payable by the employer on a monthly basis on or by the tenth day of
the month following the month in respect of which it is due. However this tax is usually paid together with PAYE remittances by the ninth day of the
following month.

Kenya
Rwanda
Tanzania
Uganda

15.2.
15.2.1.

Section 12

Other withholding taxes on payments to resident persons
Withholding tax at the appropriate rate must be deducted from payments made to resident persons in respect of the following:
• Dividends;
• Interest (other than interest paid to an approved financial institution);
• Annuities (excluding the capital element);
• Commissions paid by insurance companies;
• Payments by authorised agents in respect of specified agricultural produce;
• Pensions or lump sum withdrawals from pension or provident funds in excess of the tax exempt limits (see 5);
• Surplus funds withdrawn from or paid out of registered Pension or Provident Funds;
• Management or professional fees the aggregate of which is KShs 24,000 or more in a month;
• Royalties;
• Prior to 11 June 2010 lease rentals for equipment under finance lease. However, effective 11 June 2011 withholding tax is not applicable on lease
rentals;
• Sale of property or shares of oil, mining and mineral prospecting companies (Effective date 9 January 2013);
• The tax withheld is not final tax for resident oil companies but can be claimed against tax payable (upon submission of a tax return); and
• Winnings from betting and gaming (effective from 1 January 2014).
• Payments for extraction of natural resources (effective 1 January 2015)

Section 35(3)
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Withholding taxes on payments to non-resident persons
Withholding tax must be deducted from payments made to non-resident persons in respect of the following:
• Management or professional fees or training fee;
• Royalties;
• Rents;
• Leasing;
• Dividends;
• Interest, including deemed interest;
• Pensions;
• Transmission of messages;
• Payments to sportsmen or entertainers;
• Sale of property or shares of oil, mining and mineral prospecting companies (effective date 9 January 2013);
• Winnings from betting and gaming (effective from 1 January 2014); and
• Payments for extraction of natural resources (effective 1 January 2015).

Section 34(2) &
Section 35(1)

Agents’ commission paid in respect of flowers, fruits or vegetables exported from Kenya and auctioned in any market outside Kenya, and audit fees for
analysis of maximum residue limits paid to a non-resident laboratory or auditor, are not subject to withholding tax.
From 12 June 2009 commissions paid by a resident air transport operator to a non-resident agent in order to secure tickets for international travel are
not subject to withholding tax.

Section 35(1)

From 1 July 2003 hire or similar consideration for use of an aircraft is not subject to withholding tax.
Effective, 11 June 2010 hire or similar payments for aircraft engine will not be subject to withholding tax.
While effective from 9 June 2012 hire or similar payments for locomotives or rolling stock will also not be subject to withholding tax.

Section 35(1)

All withholding tax deductible under 15.2 or 15.3 is payable by the twentieth day of the month following that in which the payments were made.
Where the due date falls on a public holiday or a weekend, the working day preceding the due date automatically becomes the tax due date.

Section 35(5)

Rwanda
15.3.3.

Tanzania
Uganda

15.3.4.

15.4.
15.4.1.

Rates of withholding tax
The current rates of withholding tax are listed in Appendix 3.
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Penalties

16.1.

Navigation

Income Tax

Penalties imposed under the Income Tax Act

16.1.1.

Failure to keep adequate books of accounts - KShs 20,000.

16.1.2.

Failure to submit a final return with self-assessment - 5% of the normal tax (after reducing amounts already paid and withholding tax credits).

Section 72(1)(a)

16.1.3.

Failure to submit a compensating tax return - 5% of compensating tax which should have been shown for each month or part of the month.

Section 72(1)(c)

16.1.4.

Omission, claim or statement due to fraud or gross negligence - additional tax not exceeding twice the tax concealed.

16.1.5.

Knowingly omiting income from a return or improperly claiming relief or making incorrect statements including compensating tax - additional tax of an
amount twice the tax concealed, plus a maximum KShs 200,000 fine and/or up to two years imprisonment for those concerned.

Section 72A
Section 108(1)

16.1.6.

Negligence or disregard of the law by an authorised tax agent in submission of a return:
One half of additional tax payable, minimum KShs 1,000, maximum KShs 50,000 for each return. Penalties for wilful or gross neglect on part of the
agent is a maximum of KShs 250,000 with respect to each return, statement or other document.

Section 72B
Section 108(2)

Section 54A(2)

Burundi
Section 72(2)

Ethiopia
Kenya
Rwanda
Tanzania

16.1.7.

Uganda
16.1.8.

Interest on underestimated instalment tax:
A penalty is payable of 20% of the difference between:
(a) Instalment tax payable; and
(b) Instalment tax paid times a factor of 1.1.

Section 72C

Penalty and interest on unpaid tax:
Prior to 11 June 2010 20% of the tax remaining unpaid after due date plus late payment interest of 2% per month (on tax unpaid plus penalty). This
applies to instalment tax also where instalment tax remains unpaid after the due date. With effect from 13 June 2008 the 2% interest shall not exceed
100% of the principal tax.
From 11 June 2010 the 20% penalty will not be applicable on late payment of withholding tax and PAYE tax. In addition the 2% interest per month will
not be applicable on the 20% penalty where imposed.
The penalty for late payment of withholding tax is 10% while that for PAYE tax is 25%.

Section 72D
Section 94
Withholding tax
and PAYE Rules
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16.1.9.

Minimum additional tax or penalties to be levied (excluding interest) will be KShs 1,000 for individuals and KShs 10,000 for companies.

Section 74B

16.1.10.

General penalty - offences under the Act for which no other penalty is specified are subject to a maximum fine of KShs 100,000 and/or imprisonment
not exceeding six months.

Section 107

16.1.11.

The Commissioner has the discretionary right to remit penalty up to KShs 1,500,000 (KShs 500,000 before 13 June 2008). without prior approval of the
Cabinet Secretary for Finance, with the exception of penalties imposed under Section 72(2) & Section 72A.

16.1.12.

From 11 June 2010 the commissioner shall refrain from assessing or recovering taxes, penalties or interest in respect of income earned by a Kenyan
citizen living abroad for any year of income ending on or before 31 December 2010 provided the Kenyan citizen declares his or her income for the year
2010 and submits a return by 30 June 2011. This provision however only applies where the Kenyan Citizen has not already been assessed for tax or is
under an audit or investigation.

Burundi
Ethiopia

Income Tax

17.

Capital Gains Tax (CGT)
Capital Gain Tax which had been suspended since 1985 has been re-introduced. Capital gains will now be taxable in Kenya. effective from 1 January
2015. The rate applicable is 5% and is a final tax.
CGT will be levied on the profit or gain made on the transfer of qualifying property or assets. The tax is chargeable on both individuals and companies.
In the case of companies qualifying property will include among other things money, goods, choses in action, land every description of property whether
moveable or immoveable. However for individuals qualifying property will comprise land and any right of interest over that land.
Certain transactions involving property dealings do not constitute a transfer for capital gains purposes. These include:
• Transfer of property for the purpose only of securing a debt or a loan;
• The issuance by a company of its own shares or debentures; and
• The vesting of property in a personal representative of a deceased person by operation of law.
Determination of Capital Gain:
Based on the Eighth Schedule, the capital gain is determined as follows:
Chargeable Gain = Transfer Value – Adjusted Cost
The transfer value could be in various forms such as the amount of or value of consideration for the transfer of property; or sums received under a
policy of insurance for damage to or for loss of property.
The adjusted cost is the sum total of the original cost of acquiring or constructing the property, the cost of capital expenditure wholly and exclusively
incurred on the property after its acquisition and the incidental costs to the transferor of acquiring the property.
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Taxation of the extractive industry
The existing Ninth Schedule to the Income Tax Act has been repealed in its entirety and a new schedule has been introduced to provide for the taxation
of mining, petroleum and geo-thermal operations.

Navigation
Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda

Under the new Ninth Schedule, which is effective from 1 January 2015, references to a licensee means a person who has been granted a mining right
under the Mining Act or the Geothermal Resource Act; while reference to a contractor means a person with whom the Government has concluded a
petroleum agreement.
A summary of the pertinent provisions under this new schedule are as follows:
• Expenditure incurred by a licensee / contractor in the license/contract area of mining/exploration can only be off-set against income derived from
the same license/contract area. This effectively introduces ring fencing of operations in separate mines/oil blocks.
• Losses incurred in the license / contract area can be carried forward indefinitely until utilized against income derived from the same license/contract
area.
• Upon ceasing operations in a license area, a taxpayer may elect to transfer the loss from one area to another or carry it back for a period of not
more than 3 years from the year in which the loss arose.
• If contractors incur losses in the year they cease operations in a contract area, they may elect to treat the loss as arising in relation to the operations
of the previous year of income and may carry back the same for a period of not more than 3 years from the year in which the loss arose.
• Machinery used for prospecting / exploration is subject to wear and tear allowance at the rate of 100%.
• A deduction for extraction / development expenditure can be claimed in the year of income when the expenditure is incurred and in the following
years until fully deducted at 20% on a straight line basis. Expenditure incurred before commercial production commences will be treated as
incurred at commencement of commercial production.
• Exploration expenditure incurred by a contractor will be an allowable deduction in the year in which the expenditure is incurred
• At the time of disposal of interest for which extraction / development expenditure was deducted, no extraction / development expenditure shall be
deducted in that year. Where the disposal proceeds exceed the written down value, the excess is taxable. However, where the written down value
exceeds the disposal proceeds, the deficit will be an allowable deduction.
• Where a licensee / contractor recoups an amount deducted as extraction expenditure (where there is no sale), this shall be deemed to be income of
the licensee chargeable to tax.
• Rehabilitation expenditure incurred by a licensee and decommissioning expenditure incurred by a contractor shall be deductible for tax purposes.
• An amount accumulated in or withdrawn from an approved rehabilitation fund or escrow account for the contractors to meet the expenditure is
tax exempt. However, if such amount is withdrawn and returned to the licensee/contractor, it shall be subject to tax.
• A surplus in the rehabilitation fund / escrow account of a licensee / contractor at the time of completing rehabilitation/decommissioning shall be
income chargeable to tax in the year of completion.
• The rate of income tax applicable to a licensee is 30%; while for contractors the rate is 30% for residents and 37.5% for non-residents.
• For petroleum operations, where the portion of profit oil that the Government is entitled to take is inclusive of taxes payable by a contractor, such
taxes shall be only those payable by the contractor directly in relation to petroleum operations and will exclude:
a. The tax payable on any gain made by the contractor or any other person on a disposal, directly or indirectly, of an interest in the petroleum
agreement; or
b. Any tax that the contractor is liable under the Act to deduct from a payment made by the contractor.
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Rules applicable to both mining and petroleum operations
• The rules prescribe how to determine the taxable consideration for the disposal of an interest in a mining right or petroleum agreement (farm-out
agreements).
• A licensee / contractor is required to notify the Commissioner in writing if there is a 10% or more change in his underlying ownership.
• A licensee / contractor disposing off an interest on behalf of a non-resident shall be deemed to be an agent of the non-resident person and shall be
required to account for tax on the transaction.
• Payments to non-residents for services will be liable to withholding tax at the rate of 5.625% for contractors and 20% for licensees. However, this
will not apply where the non-resident person has a permanent establishment (PE) in Kenya in which case the PE will be liable to corporation tax at
the non-resident rate of 37.5%.
• The following rates will apply for other payments to non-residents:
a. Dividends – 10%
b. Interest – 15% (this was previously taxed at 10%)
c. Royalties or natural resource income – 20%
d. Management or professional fees – 12.5%
• The debt to equity ratio for thin capitalisation purposes for licensees / contractors will be 2:1 as opposed to the ratio of 3:1 prescribed for other
companies.
• Hedging transactions entered into by a licensee or contractor (with the exception of approved hedging transactions with annual turnover of less
than 10 million shillings) will now be considered a separate source of income and therefore taxable separately from mining / petroleum operations.
Hedging transactions are defined as transaction entered into by a licensee or contractor to manage commodity price risk.

Rwanda
Tanzania
Uganda
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Appendix 1: Personal Taxes
Annual personal rates of tax

Navigation
Burundi
Ethiopia
Kenya
Rwanda
Tanzania

2005 - 2015 Income
KShs

Rate
%

Cumulative Tax payable
KShs

0 - 121,968

10

12,196

121,969 - 236,880

15

29,432

236,881 - 351,792

20

52,414

351,793 - 466,704

25

81,142

Over 466,704

30

Annual personal rates of tax
2002 - 2004 Income
KShs

Rate
%

Cumulative Tax payable
KShs

0 - 116,160

10

11,616

116,161 - 225,600

15

28,032

225,601 - 335,040

20

49,920

335,041 - 444,480

25

77,280

Over 444,480

30

Uganda
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Appendix 2: Taxable value of employment benefits
Taxable value of employment benefits
Motor cars
A company car provided for an employee’s private use is taxed at the higher of the prescribed values shown below or 2% per month of the initial capital cost of
the car incurred by the employer.

Navigation
Burundi

However, where the car is hired or leased from a third party the taxable value is the cost of hiring or leasing.
The Commissioner may determine a lower rate of benefit where an employee has restricted use of a motor vehicle provided by the employer with effect from 1
January 2008.
Saloon, Hatchbacks & Estates

Pick-ups or Panel Vans
KShs p.a.

Ethiopia
Kenya
Rwanda

KShs p.a.

Upto 1200cc

43,200

Upto 1750cc

43,200

1201 - 1500cc

50,400

Over 1750cc

50,400

1501 - 1750cc

69,600

1751 - 2000cc

86,400

Land Rovers/Land Cruisers

86,400

2001 - 3000cc

103,200

Over 3000cc

172,800

		

Tanzania
Uganda

Other benefits
Prescribed taxable rates and values
%
Telephone - % of bills

30%

Furniture - % of purchase price (1 % of cost p.m.)

12%

All other benefits e.g. electricity, water, servants, security etc. are taxable at the higher of the cost to the employer of providing the benefit or the fair market value.
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Appendix 3: Summary of tax rates – individuals
Summary of tax rates 2000 - 2015
Individuals
Resident

Navigation
Burundi
Ethiopia
Kenya

Non-resident

Income
Tax

Withholding
Tax

Income
Tax

Withholding
Tax

Business/Trade

(1)

N/A

(1)

N/A

Employment/Services rendered

(1)

N/A (2)

(1)

N/A(2)

Management/Professional Fees

(1)

5%

N/A

20%(3)

Entertainment & Sporting Fees

(1)

N/A

N/A

20%(3)

Royalties

(1)

5%

N/A

20%(3)

Rents

(1)

N/A

N/A

30%(3)

Equipment Hire

(1)

N/A

N/A

15%(3)

Telecommunication

Rwanda
Tanzania
Uganda

5%(3)

Dividends

N/A

*5%(3)

N/A

5%(9)/10%(3)

Interest from financial institutions and government bearer bonds of
more than two year duration

N/A

15%(3)

N/A

15%(3)

Interest on bearer certificates

N/A

25%(3)

N/A

25%(3)

Interest on bearer bonds with maturity of ten years
and more

N/A

10%(3)

N/A

N/A

Interest on Housing Bonds

(1)

10%(4)

N/A

15%(3)

Pension - Payment/Withdrawal

N/A

(5)

5%(3)

5%(3)

Retirement annuities

N/A

N/A

5%(3)

5%(3)

Insurance commissions

(1)

(6)

N/A

20%(3)

2%(7)

-

2%(7)

Presumptive Income Tax
Consultancy / Agency fee

N/A

5%

20%(8)

Contractual

N/A

3%

20%(8)

Winning from betting and gaming

N/A

20%(11)

N/A

N/A

Sale of property or shares in oil, mining and mineral prospecting
Companies

N/A

10%(12)

N/A

20%(12)

* On qualifying dividend
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(1) See Appendix 1 for scale rates.
(2) PAYE deductions are made on payments for employment.
(3) Final tax.
(4) Limited to income of KShs 300,000 per annum, but a final tax.
(5) The first KShs 180,000 (prior to July 2004 - KShs 150,000) is exempt (from 1993 from a registered fund only). If no tax has been deducted
under PAYE, then it should be withheld according to the following scale rates:

Navigation
Burundi
Ethiopia
Kenya
Rwanda

•• Payments after 15 years of pensionable service or attainment of fifty years or early retirement due to ill health.
10% on the first KShs 400,000
15% on the next KShs 400,000
20% on the next KShs 400,000
25% on the next KShs 400,000
30% on any amounts over KShs 1.6million of the amount in excess of the tax free amount.
•• Withdrawals before fifteen years of service and attainment of fifty years.
10% on the first KShs 121,968
15% on the next KShs 114,912
20% on the next KShs 114,912
25% on the next KShs 114,912
30% on any amounts over KShs 466,704 of the amount in excess of the tax free amount.
(6) From 1 January 1994 withholding tax is deducted from insurance commission paid at the rate of 5% from amounts paid to broker and
10% from amounts paid to any other person (agents).
(7) The rate for Presumptive Income Tax (PIT) has remained while Section 17A dealing with PIT was repealed on 15 June 2000.
(8) From 1st July 2004 withholding tax deducted from consultancy fee for East African citizens will be 15% of the gross sum payable.

Tanzania
Uganda

(9) From 15 June 2007 withholding tax on dividend from shares listed in the Nairobi Stock Exchange held by citizens of East African
Community states will be deducted at the resident rate of 5% (rather than the 10% non-resident rate applicable before).
(10) For the period 9 June 2001 to 31 December 2011, management and professional fees were subject to 10% withholding tax.
(11) The effective date of withholding tax on winnings from betting and gaming is 1 January 2014. This is final tax for residents.
(12) This is applicable from 9 January 2013 to 31 December 2014. From 1 January 2015, these rates are no longer applicable as the gain is
now subject to corporate tax or the individual personal rate of tax.
(13) Natural resource income is defined as an amount including premium or such like amount paid as consideration for the right to extract
minerals or living or non-living resources from land or sea. The effective date for application of withholding tax on natural resources is 1
January 2015.
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Appendix 4: Summary of tax rates – companies
Summary of tax rates 2000 - 2015
Companies

Resident

Non-resident
With Kenya branch

Non-resident
No Kenya branch

Income
Tax

Withholding
Tax

Income
Tax

Withholding
Tax

Income
Tax

Withholding
Tax

Navigation

Business/Trade

30%

N/A

37.5%

N/A

N/A

N/A

Management, Professional
& Training fees

30%

5%

37.5%

5%(10)

N/A

20%(1)

Burundi

Entertainment & Sporting Fees

30%

N/A

37.5%

N/A

N/A

20%(1)

Royalties

30%

5%(11)

37.5%

5%

N/A

20%(1)(11)

Rents

30%

N/A

37.5%

N/A

N/A

30%(1)

Equipment Hire

30%

N/A

37.5%

N/A

N/A

15%(1)

Ethiopia

Telecommunication

Kenya
Rwanda
Tanzania
Uganda

5%(1)

Dividends

N/A

5%

N/A

5%(10)

N/A

10%(1)

Interest from financial institutions and government bearer
bonds of more than two year duration

30%

15%

37.5%

15%(10)

N/A

15%(1)

Interest on bearer certificates

30%

25%

37.5%

25%(10)

N/A

25%(1)

Interest on bearer bonds with maturity of ten years and more

30%

10%

37.5%

10%(10)

N/A

N/A

Interest on Housing Bonds

30%

15%(2)

37.5%

15%(10)

N/A

15%(1)

Insurance commissions

30%

(3)

37.5%

10%(3)

N/A

20%(1)(3)

Presumptive Income Tax

-

2%(4)

-

2%(10)

N/A

N/A

Contractual

30%

3%

37.5%

3%(10)

3%

20%(1)

Consultancy & agency fees

30%

5%(7)

37.5%

5%(10)

5%

20%(1)

Lease Rentals

30%

N/A(6)

37.5%

N/A

N/A

15%(1)

Winnings from betting and gaming

30%

20%(8)

37.5%

20%(10)

N/A

N/A

Transmission of messages

30%

N/A

37.5%

N/A

N/A

5%(9)

Sale of property or shares in oil, mining and mineral
prospecting Companies

30%

10%(12)

37.5%

N/A

N/A

20%(12)

<< Previous | Next >>
© 2015 Deloitte & Touche. All rights reserved.

Customs and Excise

Income Tax

Value Added Tax

Quick Tax Guide

(1) Final tax.
(2) Limited to income of KShs 300,000 per annum.
(3)  •    Withholding tax is deductible from insurance commissions paid at the rate of 5% from amounts paid to brokers and 10% from
amounts paid to any other person (agents); and
     •    From 1st January 2004 commission or fee paid by an insurance company to another for provision of insurance cover is not subject to
withholding tax.

Navigation
Burundi

(4) The rate for Presumptive Income Tax (PIT) has remained while Section 17A dealing with PIT was repealed on 15 June 2000. (5) Special
provisions may apply in relation to the petroleum industry, mining and resident life assurance companies.
(6) Prior to 11 June 2010, lease rentals paid to residents were subject to 3% withholding tax.
(7) For the period 9 June 2011 to 31 December 2011, management and professional fees were subject to 10% withholding tax.
(8) The effective date on withholding tax on winnings from betting and gaming is 1 January 2014.
(9) Payments to non-residents for transmission of message attracts withholding tax at 5% effective 15 June 2012.

Ethiopia
Kenya

(10) The Act requires that a person shall upon payment of an amount to a person resident or having a permanent establishment in Kenya in
respect of these services deduct withholding tax at the appropriate resident withholding tax rates.
(11) Natural resource income is defined as an amount including premium or such like amount paid as consideration for the right to extract
minerals or living or non-living resources from land or sea. The effective date for application of withholding tax on natural resources is 1
January 2015.

Rwanda

12) This is applicable from 9 January 2013 to 31 December 2014. From 1 January 2015, these rates are no longer applicable as the gain is
now subject to corporate tax or the individual personal rate of tax.

Tanzania

Note:
Gains or profit from the business of a ship-owner due to a non-resident person is subject to 2.5% withholding tax of gross amount.

Uganda
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Appendix 5: Double tax agreement rates
Withholding Taxes on payments to countries with which Kenya has a Double Tax Treaty are as follows:

Navigation
Burundi
Ethiopia
Kenya
Rwanda

United
Kingdom
%

Germany &
Canada
%

Denmark,
Norway,
Sweden &
Zambia
%

India
%

France
%

12.5

15

20

17.5

20

Royalties

15

15

20

20

10

Rent
- Immovable property
- Other than immovable property

30
15

30
15

30
15

30
15

30
15

Dividends

10

10

10

10

10

Interest

15

15

15

15

12

Pension and retirement annuities

5

5

5

5

5

Entertainment and sporting events

20

20

20

20

20

Promoting entertainment or sporting events

20

20

20

20

20

Management & professional fees

Tanzania
Uganda
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The Kenya Value Added Tax Act 2013
The Kenya Value Added Tax 2013 came into force on 2 September 2013 and replaced the Value Added Tax Act (Cap 476) enacted in 1989.

2.
2.1.

Navigation
Burundi

Basis of charge to tax
Value added tax is charged on a taxable supply made by a registered person in Kenya; the importation of taxable goods and a supply of imported
taxable services.

Section 5(1)

The rate of tax shall be in the case of a zero-rated supply, zero percent or in any other case sixteen percent of the taxable value of the taxable supply,
the value of imported taxable goods or the value of a supply of imported taxable services.

Section 5(2)

A registered person making supplies at the zero rate shall in all respects be treated as making a taxable supply. A supply or importation of goods and
services shall be zero rated if they are included in the Second Schedule of the Act.

Section 7
Section 5(3) and (4)

Ethiopia
2.2.

Kenya

Section 5(5)

VAT on the importation of goods into Kenya is due and payable by the importer at the time of importation.

Section 5(6)

However, the liability to VAT in respect of imported taxable services vests with the registered person receiving the service.

Rwanda

The Cabinet Secretary by Gazette notice may increase or decrease the rate of tax however; this should not exceed twenty five percent of the rates
specified in Section 5(2). Any increase or decrease must however be laid before the National Assembly without unreasonable delay for formal
ratification.

Tanzania
Uganda

The liability to account for VAT vests with the registered person making the taxable supply. The amount of tax chargeable will be recovered by the
registered person from the recipient of the supply.

2.3.

A supply of services is made in Kenya if the business of the supplier from which the services are supplied is in Kenya.
Where the supplier of services does not have a place of business in Kenya, the supply is deemed to be in Kenya if the recipient of the supply is not a
registered person and:
(a)
The services are physically performed in Kenya by a person who is in Kenya at the time of the supply;
(b)
The services are directly related to immovable property in Kenya;
(c)
The services are radio or television broadcasting services received at an address in Kenya;
(d)
The services are electronic services delivered to a person in Kenya at the tme of the supply; or
(e)
The supply is a transfer or assignment of, or grant of a right to use, a copyright, patent, trademark, or similar right in Kenya.
Electronic services mean the following when delivered on or through a telecommunications network:
•
Website, web hosting or remote maintenance of programs and equipment;
•
Software and the updating of software;
•
images, test and information;
•
access to databases;
•
self education packages;
•
music, films and games including games of chance; or
•
political, cultural, artistic, sporting, scientific and other broadcasts and events including broadcast television.

Section 6(1)(2)
Section 8(1)

Section 8(2)
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A person required to register for VAT but who does not have a fixed place of business in Kenya must appoint a tax representative who shall:
•• be residing in Kenya;
•• be responsible for doing all things required under the Act for the non-resident; and
•• be jointly and severally liable for the payment of all taxes, fines, penalties and interest imposed under the Act.
Where the non-resident fails to appoint a tax representative as prescribed the Commissioner may appoint a tax representative for the person.

Navigation

2.5.

Section 9

The recipient of imported services if a registered person shall be deemed to have made a taxable supply to himself and required to account for the tax
thereon.
To the extent that the tax on the imported service is fully recoverable by the registered person, there is no requirement to account for the tax. Where
the registered person is only entitled to a partial (or no) recovery of the tax payable, he will be required to pay that amount.

Burundi

For the purposes of supplies under this Act, a branch in Kenya is treated as separate from its overseas parent.

Ethiopia

2.6.

Section 10(1)

Section 10(2)(3)
Section 10(4)

A supply of goods occurs in Kenya if:
(a) the goods are delivered or made available in Kenya by the supplier;

Kenya

(b) the supply of goods involves their installation or assembly at a place in Kenya; and
(c) the goods are delivered outside Kenya but were in Kenya when their transportation commenced.

Rwanda
Tanzania
Uganda

2.7.

Section 11

The time of supply shall be the earlier of:
•
goods are delivered or services have been performed;
•
The date a certificate is issued by an architect, surveyor or any other person acting as a consultant in a supervisory capacity;
•
the invoice for the supply is issued; or
•
payment is received in whole or part of the supply.
Vending machines etc
For supplies made on a continuous basis or by metered supply, tax becomes chargeable at the time of each determination or meter reading.

Section 12(1)

Rental supplies
The time of supply in respect of imported goods shall be:
•
at the time of customs clearance; or
•
at the time goods are removed to a licensed warehouse subsequent to importation, at the time of final clearance from the warehouse for
home use;or
•
at the time of removal from EPZ for home use; or
•
at the time goods are brought into Kenya.
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A “supply of goods” means:
•
a sale, exchange or other transfer of the right to dispose of the goods as the owner;
•
provision of electrical or thermal energy, gas or water;
A “Supply of services” means anything done that is not a supply of goods or money, including:
•
performance of services for another person;
•
grant, assignment or surrender of any right;
•
making available of any facility or advantage.

Section 2

Navigation
5.3 Value of supply

Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda

5.3.1 The charge for VAT is determined by the value attributable to the supply of goods or services.
5.3.2 The general rule for determining the value of a supply is as follows:
•  consideration for the supply; or
•  if the supplier and recipient are related, the open market value of the supply
The taxable value for mobile cellular services is determines by rules set out in the Customs & Excise Act.

Section 13(1)
Section 13(2)

The consideration for a supply, including of imported services shall be:
•  amount paid or payable in money for the supply;
•  the open market value of an amount paid or payable in kind for the supply; and
•  any taxes, duties, levies, fees and charges paid or payable for the supply.

Section 13(3)

5.3.3 The consideration for a supply shall include the amount charged for:
•  Wrapper, package, box, bottle or other container in which the goods are contained;
•  Any other goods contained in or attached to such wrapper, package, box, bottle or other container; and
•  Any liability the purchaser has to pay to the vendor by reason of the supply in addition to the selling price.

Section 13(4)

In respect of services there shall be included any incidental costs incurred by the supplier in the course of making the supply. Disbursements made to
third parties will not be included provided the Commissioner is satisfied that they are merely a disbursement.

Section 13(5)

Consideration shall not include:
•  Financial charges in respect of supply of goods under a hire purchase agreement; or
•  Interest for late payment of the consideration.

Section 16(6)
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5.3.7 The taxable value of hotel accommodation and restaurant services shall exclude any Catering Levy and Tourism Development Levy.

Section 16(7)

5.5.8 A person is related to another person if:

Navigation
Burundi
Ethiopia
Kenya

(a) either person participates, directly or indirectly, in the management, control or the capital of the business of the other;
(b) a third person participates, directly or indirectly, in the management, control or capital of the business of both; or
(c) an individual who participates in the management, control or capital of the business of one, is associated by marriage, consanguinity or affinity to
an individual who participates in the management, control or capital of the business of the other.

Section 13(8)

For taxable goods imported into Kenya, the taxable value shall be the sum of the value of goods ascertained for the purposes of customs, other costs
such as the cost of insurance and freight incurred in bringing the goods to Kenya and the cost of the imported goods.

Section 14

The making of taxable supplies by a registered person for use outside his business shall be a taxable supply made by the person. The date of the
supply shall be the day it is first used outside the business.

Section 15

4.3 Credit notes
4.3.1 A credit note may be issued where goods are returned or for good and valid business reasons, a supplier decides to reduce the value of a supply
after a tax invoice has been issued. The amount to be shown on the credit note is the amount of the reduction.

Section 16 (1)

4.3.2 A credit note must be issued within six months after the issue of the relevant tax invoice.

Section 16(1)

4.3.4. Where a credit note has been issued, the relevant adjustments are made in the month in which the credit note was issued.

Section 16(2)

4.3.5 The recipient of a credit note shall reduce the input tax for the month in which the credit note is received.

Section 16(3)

Rwanda
Tanzania
Uganda

4.4 Debit notes
4.4.1 Where a tax invoice has been issued and subsequently, the supplier wishes to make a further charge in respect of that supply, he may either
issue a debit note.

Section 16(4)

4.4.2 A debit note is required to show all the details required of a tax invoice as listed in 4.2.3 above. In addition, it should show details of the tax
invoice issued at the time of the original supply.

Section 16(6)

4.4.3 The recipient of a debit note may claim credit for the further tax charged, if eligible, in the month in which the further charge was made, or in
the next month.

Section 16(5)
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4.3.3 A credit or debit note must show the following details:
•  The serial number;
•  The name, address and PIN of the person to whom it is issued; and
•  Sufficient details to identify the tax invoice on which the supply was made and the tax that was originally charged

Section 16(6)

6 Input tax
6.1 General

Navigation
Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda

6.1.1 Input tax is defined as tax paid by a registered person on the purchase or importation of goods or services to be used by him for the purposes
of his business or tax paid on supply to a registered person of any goods or services to be used by him for purpose of his business.

Section 2

6.2 Input tax is deductible against output tax payable by the registered person in the period in which the supply or importation occurred subject to
specific exclusions in the law.

Section 17(1)

A deduction for input tax requires the relevant documentation in support and is available for deduction up to six months after the time of supply.

Section 17(2)

All claims for input tax must be supported with a valid tax invoice. Input tax in respect of imported goods must be supported by an import entry
together with a receipt for the payment of duty. No input tax is deductible after the expiry of six months from the date of supply.
Input tax may not be deducted on the following supplies:

Section 17(3)

•  Passenger vehicles and minibuses, except where such vehicles are to be used for leasing or hiring services or are specifically designed or modified
for use in the supply of taxable goods or services; bodies, parts and services for the repair of passenger vehicles and minibuses except where they are
used in the supply of repair and maintenance services or other taxable goods or services;
•  Entertainment, restaurant accommodation services unless provided in the ordinary course of business carried on by the person and not supplied to
associates or employees; or the services are provided while the recipient is away from home.
No tax shall be charged on the supply where no input tax deduction was allowed on that supply.
Where the amount of input tax in respect of a tax period exceeds the amount of output tax for the period, the amount of the excess shall be carried
forward as input tax deductible in the next tax period. Refunds are granted where the Commissioner is satisfied that the excesses arise from zerorated supplies

Section 17(4)

Section 17(5)
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If a taxable supply to, or a taxable import by, a registered person during a tax period relates partly to making taxable supplies and partly for another
use, the input tax deductible by the person for acquisitions made during the tax period shall be determined as follows:

Navigation
Burundi
Ethiopia
Kenya
Rwanda

•  full deduction of all input tax attributable to taxable supplies;
•  No deduction of any input tax which is directly attributable to other use; and
•  Deduction of any input tax attributable to both taxable supplies and other uses calculated according to the following formula:
AxB
C
where –
A is the total amount of input tax payable by the person during the tax period on acquisitions that relate partly to making taxable supplies and
partly for another use;
B is the value of all taxable supplies made by the registered person during the period; and
C is the value of all supplies made by the registered person during the period in Kenya.
If the fraction applicable to (c) above for a tax period is:
•  More than 90% then the registered person will be entitled to recover all the input tax; or
•  Less than 10% the registered person shall not be allowed any input tax deduction.

Section 17(6)

Where on the date exempt supplies made by a registered person become taxable and the person had incurred input tax on such supplies; or on the
date he is registered, a person has incurred tax on taxable supplies which are intended for use in making taxable supplies, the person may claim relief
within 3 month provided that such supplies are purchased within the twenty four months immediately preceding registration or exempt supplies
becoming taxable. Express authorization from the Commissioner is required to avail of this provision.

Section 18

5 Output tax

Tanzania
Uganda

5.1 General
5.1.1 Output tax is tax that is due on taxable supplies.
5.1.2. Value added tax is charged where:
•  taxable supply are made by a registered person in Kenya; or
•  the importation of taxable goods; or
•  Supply of imported taxable services;

Section 2

Section 5(1)
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3. Registration & Deregistration
3.1 Registration
3.1.2 Compulsory registration applies to any person who in the course of his business has supplied taxable goods or services or expects to supply
taxable goods or services, or both, the value of which is KShs 5,000,000 or more in a period of twelve months.

Section 34(1)

Navigation

In determining whether a person exceeds the registration threshold for a period, the value of the following taxable supplies shall be excluded:
a) a taxable supply of a capital asset of the person; and
b) a taxable supply made solely as a consequence of the person selling the whole or a part of the person’s business or permanently ceasing
to carry on the person’s business.

Section 34(2)

Burundi

20.1.3 Any person who meets the above conditions is a taxable person and should, within thirty days of becoming a taxable person, apply for
registration.

Section 34(3)

Ethiopia
Kenya
Rwanda

3.1.4 Voluntary registration is permissible under the law but is granted at the discretion of the Commissioner. The following conditions apply:
(a) the person is making, or shall make taxable supplies;
(b) the person has a fixed place from which the person’s business is conducted;
(c) if the person has commenced carrying on a business, the personi. has kept proper records of its business; and
ii. has complied with its obligations under other revenue laws; and
iii. there are reasonable grounds to believe that the person shall keep proper records and file regular and reliable tax returns.

Section 34(4)

Tanzania

3.1.6 Every registered person is required to display the registration certificate in a conspicuous place in his principal business place and a copy of the
certificate at every other place at which the person carries on business.

Uganda

A registered person shall notify the Commissioner, in writing of any change in the name(including the business name), address, place of business, or
nature of the business of the person within twenty one days of the change.

Section 35(2)

3.1.7 The Cabinet Secretary may issue in regulations, provide for the registration of a group of companies as one registered person for the purposes
of the Act

Section 34 (9)

Section 35(1)

<< Previous | Next >>
© 2015 Deloitte & Touche. All rights reserved.

Customs and Excise

Income Tax

Value Added Tax

Quick Tax Guide

3.2 De-registration

Navigation
Burundi
Ethiopia
Kenya

3.2.2 A registered person who ceases to make taxable supplies shall apply in writing to the Commissioner for cancellation of registration within seven
days of the date on which he ceases to make taxable supplies

Section 36 (1)

3.2.1 A registered person who continues to make taxable supplies whose annual value does not exceed the registration threshold may apply in
writing to the Commissioner for cancellation of the registration.

Section 36 (2)

3.2.3 If the Commissioner is satisfied that the trader has ceased to make taxable supplies he shall by notice of writing cancel the registration.

Section 36 (3)(4)

3.3.2 A person whose registration is cancelled shall be deemed to have made a taxable supply of any trading stock on hand at the time the
registration is cancelled if the person was allowed an input tax credit for the acquisition or import of the stock.

Section 36 (9)

3.3.3. Where a person ceases to make taxable supplies, the taxable goods in stock shall be deemed to have been supplied and the person shall be
liable for an amount of output tax in respect of the supply equal to the amount of the input tax credit allowed to the person on acquisition or import
of the stock.

Section 36(10)

4.1 Record keeping
A registered person who makes a taxable supply must provide the purchaser with a tax invoice that includes the prescribed detail of the supply.

Rwanda
Tanzania
Uganda

Section 42(1)

No invoice including tax shall be issued for a supply which is not taxable or by a non-registered person. Contravening this is an offence and any tax
shown on such an invoice is due and payable within seven days.
Only one original tax invoice, credit note or debit note can be issued. However, a supplier may issue a clearly marked copy to a registered person
who has lost the original.

Section 42(2) and
(3)

Section 42(4)

All records must be kept in the English or Kiswahili language and for a period of five years from the date when the last entry was posted Section 43
prescribe the records to be kept, which include:
•  Copies of all tax invoices,  simplified tax invoices, credit notes and debit notes issued in serial number order;
•  Purchase invoices, copies of customs entries, receipts for the payment of customs duty or tax, credit and debit notes received, all to be filed
chronologically;
•  Details of the amounts of tax charged on each supply made or received and in the case of an imported service sufficient details to identify the
supplier and the recipient, nature and quantity of the service supplied, time place andconsideration for the supply and the extent to which the
supply has been used for a particular purpose ;
•  totals of the output and the input tax in each period and a net of the tax payable or the excess input tax at the end of each period;
•  detailed stock records
•  Details of each supply of goods and services from the business premises;
•  Copies of stock records kept in a chronological order; and
•  Such other accounts or records as may be specified in writing by the commissioner

Section 43(1)

Section 43(2)
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4.1.3 Every person required to keep records shall at all times avail the records to an authorized officer for inspection and give the officer every
necessary facility to inspect the records.

Section 43 (3)

4.1.4. The Commissioner is empowered to allow a taxpayer to file returns and receive information electronically.

Section 39 (1)

4.1.5 The Commissioner is empowered to require any person to use an electronic tax register of such type and description as may be prescribed, for
the purposes of accessing information that may affect the tax liability of that person

section 43 (4)

5.4.3 Please refer to the appendix on page 20 for the steps to be followed in determining the tax status of a supply.
8.1 The VAT return
8.1.1 Every registered person is required to submit a monthly VAT return in respect of the tax period not later than the twentieth day after end of that
period.
An application can be made for extension of time to submit returns before the due date. The Commissioner may grant an extension if he is satisfied
that there is reasonable cause.

Kenya
Rwanda
Tanzania
Uganda

Failure to submit a return in accordance with these provisions, results in a penalty of Kshs 10,000 or 5% of the tax payable under the return.

Section 44

8.2 Recovery of tax
8.2.1 Tax shall be due and payable at the time of the supply although payment of the tax maybe deferred to a date not later than the twentieth day
of the month following that in which it became due.

Section 19

8.2.2 The Commissioner may with prior approval of the Cabinet Secretary refrain from assessing or recovering tax if he is of the opinion that there is:
(a) impossibility, or undue difficulty or expense, of recovery of tax; or
(b) hardship or inequity.
The Cabinet Secretary may direct the Commissioner to take such action as he sees fit or obtain directions from the Court.

Section 20

8.2.3 Any tax remaining unpaid after the due date will attract interest at 2% per month or part thereof compounded. Where interest is charged on
unpaid tax, the interest chargeable shall not exceed 100% of the tax due.

Section 21(1)(2)

8.2.4 The Commissioner has power to grant remission for interest due up to a maximum amount of KShs 1,500,000 on written application from the
person from whom any interest is due. Where it exceeds this amount, remission will be given subject to the Cabinet Secretary’s written approval.
Upon receipt of an application and provided the principal tax has been paid, the Commissioner shall suspend the charging of interest pending
determination of the application. Any interest that is due after the determination of the application becomes due and payable with 90 days of the
determination. Failure to pay the amount by the due date will attract a surcharge of 2% per month or part thereof due and payable immediately.

Section 21(3)(4)
(5)(6)
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8.2.5 Imported goods are subject to customs control and will not be released by Customs without full payment of the tax due.

Section 22

8.2.6 Where the Commissioner has reason to believe that there is risk of non-payment of tax due as a result of:
•  imminent departure of a person from Kenya;
•  a company is about to be liquidated, wound up or otherwise cease business; or
•  for any other sufficient cause,
he may issue in writing a notice of assessment requiring that person to pay the tax.

Navigation
Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda

Section 23

8.2.7 The Commissioner may collect tax by distress, rather than sue for the recovery of unpaid tax. To do so, the Commissioner is empowered to
order and empower an authorized officer to exercise distress upon the goods and chattels of the person from whom tax is recoverable. For the
purpose of executing the distress, he may require a police officer to be present. All the costs incurred in levying the distress will be borne by the
taxpayer.
8.2.4 The Commissioner may recover tax due and payable from a person who owes money to the taxpayer. Accordingly, the Commissioner may, by
notice in writing, require any person:
•  From whom any money is due or accruing or may become due to a taxable person; or
•  Who holds or may subsequently hold money on account of the taxable person; or
8.2.8 A distress levied shall be kept for ten days during which the taxpayer can pay the tax and distress costs to recover the goods and chattels
distrained upon or else they shall be sold by public auction. The proceeds from the auction shall first be applied towards the costs of levying the
distress, keeping and selling the distrained goods and finally, towards tax. Any amounts remaining shall be paid to the distrainee. Where the goods a
perishable, the Commissioner may direct that the goods be sold fortwith.

Section 24

The Commissioner is granted the power by notice in writing to collect tax from any person owing money to a registered person who is default. A
person receiving such a notice who is unable to meet the terms of the notice must notify the Commissioner with seven days of his inability to do so
and the reason thereof. Failure to comply with a notice is an offence subject to a fine not exceeding Kshs 100,000 or imprisonment for a term not
exceeding six months or both. In addition the person shall be personally liable to pay the amount of the liability.

Section 25

8.2.9 Where the Commissioner has reasonable belief that:				
•  Taxable supplies were made and no tax was charged; or
•  Tax was charged but not remitted to the Authority; and
•  There is likelihood of the person to frustrate collection of the tax, the Commissioner may apply to the High Court to obtain an order
prohibiting transfer, withdrawal or disposal of the funds. Within 30 days of the order, or any extension given by the Court upon application by
the Commissioner.
The Commissioner is required to issue on assessment, which shall automatically remove the order. Any person whose funds are the subject of this
order can apply to the High Court for its discharge or variation within 15 days of being served the order.
Any person who, in enforcing the order, suffers any loss howsoever caused shall be indemnified.

Section 26
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8.2.10 Where a person who is the owner of land or buildings situated in Kenya fails to pay tax due and payable, the Commissioner may notify that
person of his intention to apply to the Registrar of Lands to have the land and buildings to be the subject of security for the tax. If, after thirty days of
issuing the notice, the taxpayer fails to pay the tax due, the Commissioner may, by notice in writing, direct the Registrar of Lands that the land and
buildings be the subject of security for the tax. Such a notice will be registered as if it were an instrument of mortgage.

Section 27

8.2.11 The Commissioner may recover any tax due and payable as a civil debt due to the government. Where the amount of tax does not exceed one
hundred thousand shillings, the debt shall be recovered summarily

Section 29

8.3 Refund of tax
8.3.1 The Commissioner will refund tax in the following circumstances:

Burundi
Ethiopia
Kenya
Rwanda

•  Where tax has been paid in error;  or
•  Where input tax excess arises from making zero rated supplies.

Section 30
Section 17(5)

Such refund applications must be lodged within twelve months from the date the became due and payable.
8.3.2 Where a person has supplied goods or services and has accounted for or paid tax on that supply, but has not received any payment from the
buyer, he may apply for a refund or remission of the tax on the following conditions:
•  A period of three years has elapsed from the date of supply; or
•  The buyer has become legally insolvent
Provided that no application for a refund shall be made under this section after the expiry of five years from the date of the supply. Any recovery of
tax in future must be refunded to the Commissioner with 30 days of such recovery.
Section 31

Tanzania
Uganda

8.3.3 Where tax has been erroneously refunded, tax has been allowed in error, the person to whom the refund, remission or rebate has been made
or allowed in error shall, on demand by the Commissioner pay the amount erroneously refunded, remitted or in respect of which rebate has been
allowed in error.
8.3.5 Where a registered person makes exempt supplies which subsequently become taxable, he may within 3 months, claim the input VAT on the
supplies purchased 24 months before the supplies became taxable.

Section 32

Section 18(1)
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Offences and Penalties

Offence

Penalty

Late payment of tax

Additional tax at 2% per month compounded

Section 21 (1)

Failure to comply with the Commissioner’s notice to
pay money owed to a taxable person from whom tax is
due, or furnish a return showing monies held or due to
a person from whom tax is due

Fine not exceeding Ksh 100,000 and/or to an imprisonment not exceeding six months and
liability to pay the amount discharged

Section 25(6)

Failure to produce books, records or provide information
as required by an authorised officer

Fine not exceeding Ksh 100,000 and/or imprisonment for a period not exceeding 3 years

Section 48(2)

Failure to produce books, records, statements or other
documents or to attend summons or to answer questions
put by the VAT Tribunal

Fine not exceeding Ksh 15,000 and/or up to six months imprisonment

Offences by members and staff of the Authority

Reference

Section 35

Section 60

General Penalty

Penalty not exceeding Ksh 1000,000 and/or imprisonment for up to three years or to both.

Section 63

Failure to apply for registration

A member of the Authority, staff or other person having any duty to perform pursuant to
any written law relating to any matter under this Act—

Section 63

a.

Rwanda
b.

Tanzania

c.
d.

Uganda

e.
f.
g.
h.

Failure to comply with Electronic Tax Register regulations
requirements
Unauthorized access of Tax computerized System

makes, in any record, return or other document which they are required to keep or
make, an entry which they know or have reasonable cause to believe to be false, or do
not believe to be true;
Wilfully refuses to do anything which they know or have reasonable cause to believe is
required to be done by them under this Act or other written law;
interferes with any other person or process under this Act, so as to defeat the
provisions or requirements of this Act;
where required under this Act or any other law to do anything to give effect to the
provisions of this Act, fails to do such thing;
without reasonable cause does or omit to do anything in breach of his or her duty
under this Act;
wilfully contravenes the provision of this Act to give undue advantage or favour to
another person;
fails to prevent or report to the Authority or any other relevant authority, the
commission of an offence committed under this Act,
commits an offence and is liable on conviction, to a fine not exceeding one million five
hundred thousand shillings, or to imprisonment for a term not exceeding three years,
or to both.

Penalty of Kshs. 800,000 or imprisonment not exceeding 3 years

Section 41

Individual- Penalty not exceeding KShs 400,000 or imprisonment not exceeding 2 years
Corporate-penalty not exceeding Kshs 1 million

Section 40
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Offence

Penalty

Liability of Employers and officers of companies

Where any offence under this Act is committed by an employee or agent, the person by
whom that employee or agent is employed shall also be culpable for that offence unless
he or she proves to the satisfaction of the court that he or she did not know, and could
not reasonably be expected to know, that the act or omission constituting the offence was
taking place and that he or she took all reasonable steps to ensure that the offence was not
committed.

Quick Tax Guide

Reference
Section 61 (1)
Section 61 (2)

Where an offence under this Act has been committed by a body corporate, every person
who, at the time of the commission of the offence, was a director, general manager,
secretary, or other similar officer of the body corporate, or was acting or purporting to act in
that capacity, shall also be culpable for that offence, unless he or she proves that the offence
was committed without his
or her consent or knowledge and that he or she exercised all the diligence to prevent the
commission of the offence that he or she ought to have exercised having regard to the
nature of his or her functions in that capacity and in all circumstances.

Kenya
Rwanda
Tanzania
Uganda
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Income tax rates for individuals
Year 2014 and 2015
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Taxable income (KShs p.a.)

Rate%

Cumulative tax payable
(KShs)

0 – 121,968

10

12,196

121,969 - 236,880

15

29,432

236,881 - 351,792

20

52,414

351,793 - 466,704

25

81,142

466,705 +

30

Allowances
Personal tax relief - 2014/2015

KShs 13,944 p.a.

Insurance premiums relief 15%
(to a maximum of) - 2014/2015

KShs 60,000 p.a.

Mortgage relief on owner occupied
properties on interest paid on
approved borrowings
(to a maximum of)

KShs 150,000 p.a.

Taxable value of employment benefits
The general rule is that all non-cash benefits are taxable at the higher of the cost to the employer or the fair market value of the benefit, unless a
different method is specifically provided for.
(a) Car benefit
A company car provided for an employee’s private use is taxed at the higher of the Commissioner’s prescribed values and 2% per month of the
initial capital cost of the car incurred by the employer. Where the car is leased or hired, the employee is taxed on the cost of hiring or leasing the
car. However, where the employee can show proof of restricted use of the car, then a lower rate of benefit can be determined by the Commissioner
depending on usage.
(b) Domestic benefits
Telephone 30% x cost Furniture 12% x cost (1% p.m.)
(c) Other benefits
All other benefits e.g. servants, water, security, staff meals, electricity etc. are taxable at the higher of the cost to the employer of providing the
benefit or the fair market value.
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(d) Housing
The taxable value of housing provided by an employer for an employee is:
Director
Higher of
- 15% of total income or market rental value or rent paid
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Whole time
service director

Higher of
- 15% of total employment income or market rental value or rent paid

Other employee

Higher of
- 15% of total employment income or rent paid

Agricultural

- 10% of total employment income

(e) Interest on soft loans and fringe benefit tax
Benefit on loans made by employers to employees at favorable interest rates are taxed on employers as Fringe Benefit Tax at the resident corporate
tax rate. The benefit is the difference between market interest rate (average 91-day Treasury bill rate for interest for the previous quarter) and the rate
paid by employees.
(f) Tax free employment benefits
• Medical services or medical cover provided by an employer for a full time employee or his beneficiaries, and whole time service director. In the
case of a non-whole time service director, or a sole proprietor or partner the value of the non-taxable medical benefit is up to
• a maximum of KShs 1 million p.a.
• Income of up to KShs 200,000 for disabled persons to cushion them against expenses such as drugs, purchases of devices and home care
services and treatment. Validity of period of Income tax exemption for persons with disabilities has been extended from three years to five
years.
• Employer’s contribution to a pension or provident fund. However, employees of organizations not chargeable to tax are taxable on
contributions the employer makes to an unregistered fund or on the excess contribution to a registered fund.
• Educational fees of an employee’s dependents or relatives if taxed on the employer.
• International passage costs paid by an employer for a non-citizen employee recruited outside Kenya.
• Premiums paid by employers in respect of group life policy cover that does not confer a benefit to the employee or the employee’s dependents.
• Benefits in kind valued at less than KShs 36,000 p.a.
• Meals served in canteens and cafeterias operated or established by an employer or by a third party who is a registered taxpayer either at
employer’s premises or the third party’s premises where the value of the meals does not exceed Kshs 48,000 per year per employee.
Expenditure on vacation trips to destinations in Kenya paid by the employer on behalf of an employee, which term includes immediate family
members. Provided that the vacation shall not exceed 7 days and this exemption is valid up to 30 June 2015.
• Payment of up to KShs 240,000 per annum into a registered pension scheme in respect of gratuity or similar payments for services rendered to
an employer.
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and their affiliates are, by means of this publication, rendering
accounting, business, financial, investment, legal, tax, or other
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(g) Annual Returns
An individual will with effect from 1 July 2013 be required to file self- assessment returns even where his only income is emoluments from
employment whose tax has been recovered through PAYE.
National social security fund
10% of monthly income, to a maximum of KShs 400: half paid by employer, half by employee. Compulsory for employers with at least five
employees.
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National hospital insurance fund
Graduated scale starting at KShs 30 on KShs 1,000 salary per month up to a maximum of KShs 320 for salaries of KShs 15,000 and above.
Retirement funds
• Deductible contributions to the registered funds - in respect of employees: the lower of contribution or 30% of taxable employment income, or
KShs 240,000 p.a. (KShs 20,000 p.m.).
• Tax exempt withdrawals
From a registered pension fund:
-KShs 60,000 for each year of pensionable service, subject to a maximum of KShs 600,000.
-KShs 1.4 million of a deceased person’s withdrawal paid to dependants.
From a registered provident fund:
-KShs 60,000 for each year of pensionable service, subject to maximum KShs 600,000, plus all lump sums based on contributions prior to
1 January 1991.
• Tax exempt pension
KShs 300,000 p.a. (from registered pension schemes only).
• Monthly or lump sum pension granted to a person who is sixty five years of age or more is exempt (effective 13 June 2008).
Corporate income tax rates
Resident company
30%
Non-resident company (branches)
37.5%
Person with gross business income whose
turnover does not exceed KShs 5 million p.a.
(from 1 January 2008)
3%
Newly listed company (NLC)
27%, 25% & 20%*
Export Processing Zone enterprises:
- First ten years
N/A
- Next ten years
25%
*27% (at least 20% issued share capital listed) for NLC listed after 1 January 2002 for 3 years following the year of listing; 25% (at least 30% issued share capital listed) for those listed
after 1 January 2003 for five years following the year of listing; and 20% (at least 40% issued share capital listed) for those listed after 1 January 2006 for five years, following the year
of listing.

Capital gains tax
Capital Gains Tax (CGT) on disposal of properties at 5% of the gain has been introduced with effect from 1 January 2015. It is a final tax.
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Capital allowances
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•• Wear and tear allowances (calculated on cost, net of any investment deduction allowance) on a reducing balance basis, the law has eight wear
and tear classes as below:
- Tractors, Lorries ≥ 3 tonnes and similar heavy self propelled vehicles
37.5%
- Computer hardware, calculators, copiers and duplicating machines
30%
- Aircraft
25%
- Motor vehicles
(if not commercial, limited to notional cost of KShs 2 million)
25%
- Telecommunication equipment for telecommunications operators
20%
- Ships
12.5%
- Plant and machinery, furniture and fittings and other equipment
12.5%
- Software (calculated on a straight line basis)
20%
•• Industrial building allowance (calculated on cost, net of any investment deduction allowance on straight line method)
- Industrial buildings (prior to January 2010)
2.5%
- Industrial buildings effective 1 January 2010
10%
- Hotels
10%
•• Commercial buildings (from January 2010)
- Qualifying commercial building infrastructure
- Educational buildings and Hostels (from January 2010)
- Residential buildings built for rental purposes to
low income earners in a planned development area
- Farm works allowance (on cost: from January 2011)
- Investment deduction allowance (on cost of buildings
and machinery used for manufacturing purposes, on
hotel buildings and electricity generation for national grid).
All eligible assets where the investment is not less
than KShs 200 million (from January 2010)
- Eligible investments within Satellite towns adjoining
Nairobi, Mombasa
- Filming equipment by a licensed local film producer
- Capital expenditure under concessionairing spread over
concession period provided that the period of concession
for machinery is the year of first use while road, bridge
or similar infrastructure year of first use after completion
•• Manufacturing under Bond
- Export Processing Zone enterprises
- Shipping investment deduction

25%
50%
5%
100%

100%
150%
100%

100%
100%
40%

•• Mining allowance (on capital expenditure incurred
in mining specified minerals)
- Year 1
40%
- Year 2–7
10%
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Withholding tax rates
Resident

Notes

Management, professional & training fees

5%

(1)

Royalties

5%

20%*

Natural resource income

5%

20%

Leasing equipment
Dividend <12.5% voting power

Navigation

> 12.5% voting power

Burundi

Interest** on bearer bonds with maturity of ten years
and above

Ethiopia

Rents - immovable property

Interest** from bearer certificates (1)

25%*

(5)

25%*

10%

© 2015 Deloitte & Touche. All rights reserved.

15%

10%*

(4&5)

15%*

N/A

30%*

10%-30%*

Insurance commissions

(6)

5%*
20%*

10%*

(7)

Contractual fees

3%

(8)

20%

Consultancy and agency fees

5%

(8)

20% *

Consultancy fee to EA community countries

N/A

Resident

15%

Notes

30%

Non-resident
15%

Shipping business

N/A

Transmission of messages by cable, radio
etc.

N/A

5%

20%

20%

10%*

20%

Sale of property or shares of oil, mining
or mineral prospecting companies

None of Deloitte Touche Tohmatsu Limited, its member firms, or
its and their respective affiliates shall be responsible for any loss
whatsoever sustained by any person who relies on this publication.

10%
15%*

Winnings from betting & Gaming

This publication contains general information only, and none
of Deloitte Touche Tohmatsu Limited, its member firms, or its
and their affiliates are, by means of this publication, rendering
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a basis for any decision or action that may affect your finances or
your business. Before making any decision or taking any action that
may affect your finances or your business, you should consult a
qualified professional adviser.

15%
5%/10%*

(4)

Surplus pension fund withdrawal/s

Disclaimer

(2)
(3)

15%*

Tanzania
Uganda

Nil
5%*
Exempt

Pension and taxable withdrawals from pension/
provident funds

Rwanda

20%*

Interest** from financial institutions and Gov’t 2
year bearer bonds (1)

Housing bond interest (1)

Kenya

Non-resident

(9)

2.5%

*final tax
**for non-resident companies, interest should also include deemed interest
(1) Agency fees on export of flowers, fruits and vegetables are exempted. Audit fees for analysis of maximum residue limits paid to a non-resident laboratory or auditor are also
exempted. Also exempted is commission paid by a resident air transport operator to a non-resident agent to secure tickets for international travel.
(2) Aircraft, aircraft engines, locomotives or rolling stock exempted.
(3) 5% applicable to East African citizens.
(4) The non-resident rate is 15%. The resident rate is as shown but is not a final tax for corporations.
(5) Limited to income of KShs 300,000 p.a.
(6) These rates apply only on the graduated PAYE tax rates (for early withdrawal) or in bands of KShs 400,000 (for withdrawals after a 15 year period or 50 years of age).
(7) 5% if paid to a resident broker.
(8) If fees in excess of KShs 24,000 per month when paid to a resident person.
(9) For taxable shipping business.
Note: Lower rate may apply when there is tax treaty in force. The countries with which Kenya has signed double tax treaties with are UK, Germany, Canada, Denmark, Norway,
Sweden, Zambia, India, France and Mauritius. Treaties with EAC partner states, , Iran and Kuwait have been negotiated and concluded but are yet to be ratified.
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Returns and payment of income tax
Installment tax, where applicable, is payable in 4 equal amounts in the fourth, sixth, ninth and twelfth months of the year of income. For agricultural enterprises there are two installments of 75% in the ninth month and 25% in the twelfth month of the year of income.
Installment tax falls due on or before the twentieth day of the respective month. Basis for installments: Lower of preceding year’s tax multiplied
by 110% and current year’s estimate. Offset is permitted for withholding tax and advance tax suffered in the year. Final tax is due on or before
the end of the fourth month after year-end.

Navigation
Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda

A self-assessment return (kept in either English or Swahili and denominated in KShs) must be filed by the end of the sixth month following the
end of the year of income.
VAT
Zero rate
Standard rate
VAT as a fraction of the inclusive price (standard rate)
Annual turnover threshold for registration
Catering Levy		

0%
16%
4/29
KShs 5 million p.a.
2%

Customs duty
Goods from outside the EAC are generally imported at the rates of
•
0% for basic raw materials and capital goods,
•
10% for intermediate goods; and
•
25% for finished goods.
Goods originating from the EAC Partner States will enjoy the preferential community tariffs if they meet the EAC Customs Union Rules of Origin.
Import Declaration Fee of 2.25% of the Cost, Insurance and Freight is charged on all imports originating from outside the EAC and imported into
Kenya unless specifically exempted.
A Railway Development Levy of 1.5% of the customs value of all goods imported into Kenya for home use will be charged with effect from
1 July 2013.
Excise duty
Kenya has both a specific and ad valorem excise regime.
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Excise duty on imported goods is payable prior to clearance through Customs and that of locally manufactured excisable goods is due at a date
not later than the 20th day of the month following that onwhich it becomes due.
Please refer to the Customs & Excise booklet for the complete list of excise rates.
Export duty
Waste and scrap
Hides and skins

20%
80% or KShs 40 per Kg
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Stamp duty
Creation or increase of share capital
1%
Transfer of stock or marketable security
(except for quoted securities, which are exempt)
1%
Transfer of immovable property situated:
- Within a municipality
4%
- Outside a municipality
2%
Debenture or mortgage:
- Primary security
0.5%
- Auxiliary security
0.1%
- Transfer
0.1%
Lease:
- Between one & two years
1% of annual rent
- Any other period
2% of annual rent
•
Instruments certified by Capital Markets Authority to be executed for issue of Asset-backed securities.
•
Instruments executed on transfer of a family property to a limited liability company where shares are wholly owned by the family.
•
Increase in capital of listed companies.
•
Instrument that is executed in respect of the transfer of property on setting up a listed property investment vehicle shall be exempt
w.e.f. 12 June 2008.
Standards Levy
Payable by manufacturers at a rate of 0.2% of the ex-factory price, subject to a maximum of KShs 400,000 p.a. and a minimum of KShs 1,000
p.m. The levy is payable on a monthly basis.
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Commodity Description

Excise Rate

Commodity Description

Excise Rate

Fruit Juices

5%

Limonade, Soda and Other Juices

39%

Mineral Water

10%

Beer

60%

Wine

70%

Brandies, liquors and Whisky

70%

Cigarettes

150%

Premium (Excluding benzene) and Gas Oil

183 Rwf /liter on premium and 150
Rwf /liter on Gas Oil

Lubrificants

37%

Vehicles with an engine capacity of less than 1500cc

5%

Vehicles with an engine capacity of between 1500cc and 2500cc

10%

Vehicles with an engine capacity of above 2500cc

15%

Powdered milk

10%

Telephone communication

8%

Quick Tax Guide

The tax on vehicles excludes:
•
vehicles in the mini bus category that carry not less fourteen (14) persons
•
Lorries and light duty vehicles manufactured to carry goods,
•
Refrigerating vehicles
•
Tourist’s vehicles
•
Foreign investors and returning Rwandans and their foreign employees’ vehicles.
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The Rwanda Income Tax Law
The Rwanda Income Tax Law, Law No 16/2005 of 18/08/2005 on Direct Taxes of Income, was enLawed in 2005 and applies to years of income
commencing on or after 18 August 2005. In order to provide you with more up to date information, we have incorporated the modifications to the
2005 Law up to and including the provisions of Law No 73/2008 of 31/12/2008 and the Finance Law 2014.
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The most up to date printed edition of the Rwanda Tax Law can be purchased from Government printers or downloaded from the RRA web portal at
www.rra.gov.rw. Please contact our tax department at deloitterwanda@DELOITTE.com for further details.

2.
2.1.
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Basis of charge to tax
Income tax is charged on total chargeable income for the year of income and is imposed on every person, resident or non-resident, at rates prescribed in
the Tax Law (see Appendix 1).

Article 10

For most taxpayers a year of income runs from 1 January to 31 December annually, but a taxpayer on application to the Minister of Finance is permitted
to use a substituted year of income, i.e. a period of twelve months ending on a day other than 30 June.

Article 7

2.2.

Employment income is taxed at source under the PAYE system of collecting tax by the employer.

2.3.

Both resident and non-resident persons are subject to tax on income arising from a source within Rwanda. In addition, residents are also taxed on
income derived from all geographical areas.

2.4.

Where the gross turnover of a business of a resident taxpayer is Rwf 12 million (micro – enterprise) or less or is between Rwf 12 - 50 million (small
enterprise), tax is payable under the lumpsum tax arrangement using the rates in Appendix 2 or at the rate of 3% of turnover respectively. Such lump
sum tax is a final tax on income, and no deductions are allowed. A small enterprise may however elect not to be taxed under the lumpsum tax system by
giving a notice in writing to the Commissioner which decision is irrevocable for a period of three years.

Article 13 &
Article 48
Article 9 &
Article 40

Article 11
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3.
3.1.

Navigation

3.2.

Burundi
3.3.

Ethiopia
Kenya
Rwanda

Income Tax

Value Added Tax

Quick Tax Guide

Resident and non-Resident
An individual is resident in Rwanda if he/she:
•   Has a permanent home in Rwanda;
•   Has habitual abode in Rwanda
•   Is a Rwandan representing Rwanda abroad
•   Stays in Rwanda for more than 183 days or more in any 12 month period either continuously or Intermittently.   

Article 3

A company or association is resident in Rwanda for a tax period if:
•   It is established according to the laws of Rwanda;
•   Has its place of effective management in Rwanda at any time during the tax period; or
•   Is a Rwanda Government company.

Article 3

An individual taxpayer has permanent residence in Rwanda if:
Rwanda if he or she has a permanent home, such as a house, apartment or dormitory available in Rwanda, which he or she usually occupies if:
• They have a permanent home in Rwanda such as a house, apartment or dormitory available to them In Rwanda which he or she usually occupies;
• Has ‘habitual place of abode’. determined by: Centre of economic interest, family residence, circumstances such as the person’s centre of economic
interest, where that person’s family resides, where that person’s financial interests are placed, where that person’s bank accounts are held, and
where his main social Lawivities take place.; or placement of financial interests, where bank accounts are held or where main social activities occur.

Article 3
(Ministerial Order)

3.4.

In calculating or determining the 183 days, the day of arrival, the day of departure and the days an individual stays overnight in Rwanda are included.

Article 3 - MO

3.5.

Place of effective management of the company depends on fLaws such as:
•   Place of day to day management;
•   Place of shareholder meetings and residence of shareholders; or
•   Place where the books are kept.

Article 4 - MO

Tanzania
Uganda
4.
4.1.

Employment income
General
Taxable employment income includes all payments to an employee from employment whether in cash or kind.
Examples of employment income as specified in the Law are:
•   Wages, salary, leave pay, sick pay and medical allowance, payment in lieu of leave, fees, commissions, bonuses including gratuity and incentives;
•   Allowances, including any cost of living, subsistence, rent, and entertainment or travel allowance;
•   Any discharge or reimbursement of expenses incurred by the employee or an associate;
•   Payments to the employee for to his or her acceptance to work in any conditions of employment;
•   Payments for redundancy or loss or termination;
•   Pension payments; and
•   Other payments made in respect of current, previous or future employment.

Article 13
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4.2.

•
•
•

•

Burundi
Ethiopia

•

4.3.

Value Added Tax

Quick Tax Guide

Non-taxable employment benefits
•

Navigation

Income Tax

The discharge or reimbursement of expenses incurred by the employee;
a. wholly and exclusively for business activities of the employer;
b. those that are deducted or would be deductible in calculating the employee’s income from all his or her business activities
Retirement contributions made by the employer on behalf of the employee to the state social security fund;
Pension payments made under the state social security system;
Retirement contributions made by the employer on behalf of the employee and or contributions made by the employee to a qualified pension
fund to a maximum of ten per cent (10%) of the employee’s employment income or One million and Two hundred thousand (Rwf 1,200,000)
per year, whichever is the lowest;
Employment income received by an employee who is not a citizen of Rwanda from a foreign Government or a non-governmental organization
under an agreement signed by the Government of Rwanda and when the income is received for the performance of aid services in Rwanda; and
Employment income received from an employer who is not a resident in Rwanda by a non-resident individual for the performance of services in
Rwanda, unless such services are related to a permanent establishment of the employer in Rwanda.

Payments on termination of employment
Payments for redundancy or loss or termination are included in employment income and taxed in full with no Deduction given.

Kenya
4.4.

Article 14

Article 13

Taxable benefits in kind

Rwanda
Benefits in kind received by an employee are included in taxable income in consideration of market value.

Tanzania
Uganda

Article 15

4.4.1.

Motor vehicles
Is valued at ten percent (10%) of the employment income excluding benefits in kind

4.4.2.

Housing
Use or availability for use of premises including or excluding any household equipment of other contents by an employer for residential occupation by
an employee is valued at twenty percent (20%) of the employment income excluding benefits in kind.

4.4.3.

Provision of loans or advances
A loan including advance on a salary exceeding a three (3) months’ salary given to an employee is valued at a difference between:
• The interest on loans, which would have been paid by the employee during the month in which the loan was received, calculated at a rate of
interest offered to commercial banks by the National Bank of Rwanda; and
• The actual interest paid by the employee in that month.

4.5.

Other Benefits
Any other benefits not covered above are valued according to the market value or cost to the employer.
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5.

Value Added Tax

Quick Tax Guide

Business income

5.1.

General
Business income includes any income from all business activities on the basis of the profit & loss drawn up in Accordance with the National
Accounting Plan (currently determined under IFRS) and also includes:
•   Gains on disposal of business assets; and
•   Proceeds from liquidation process.

Navigation
5.2.

Burundi
Ethiopia

Income Tax

Article 16 & 44

Allowable expenses
All business expenses incurred in the production of income are allowed i.e. if they meet the following criteria

5.2.1.

Kenya
Rwanda
Tanzania

Article 15

Expenses are deductible if:
• They are incurred for the direct purpose of and in the normal course of business;
• Capital allowances computed in accordance with the Tax Law; (see chapter 7);
• Correspond to a real expense and can be substantiated with proper documents;
• Lead to a decrease in the net assets of the business;
• They are used for activities related to the tax period in which they are incurred;
• Charitable donations of not more than 1% of turnover to exempt organisations;
• Exchange losses translated at the National Bank of Rwanda exchange rate on the last day of the tax period;
• Training and research expenses which promote activities of the company as long as they do not relate to acquisition, refining, rehabilitation and
reconstruction of land, houses, buildings and other immovable properties;
• Bad debts written off if they relate to income previously declared and all possible steps have been taken to recover the same
• Provision for mandatory reserve for non-performing loans under directives issued by the National Bank of Rwanda for commercial banks and
leasing entities.

Article 25
Article 21

Article 22 (5)
Article 19
Article 27
Article 28 (1)
Article 28 (2)

Uganda
5.3.

Disallowable expenses
•
•
•
•
•
•
•
•
•

Cash bonuses, attendance fees and other similar payments made to Board Members;
Dividends declared;
Reserve Allowances, savings and other special purpose funds;
Donations to profit making persons;
Income Tax paid in accordance with the Law on Direct Taxes & Recoverable VAT;
Personal consumption expenses;
Depreciation on revaluation and expenses incurred on re-valuation;
Interest paid on related party loans for thinly capitalised companies (4:1 debt to equity ratio); and
20% of expenses relating to business overheads such as telephone, electricity and fuel whose use cannot be practically separable from private or
non-business use.

Article 22
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5.4.

Income Tax

Value Added Tax

Quick Tax Guide

Exempt Income
Different Articles set out exempt income under the Tax Law.

Navigation

5.5.

Foreign exchange gains and losses

5.5.1.

Profits or losses arising from translation of assets, claims, debts valued at the National Bank of Rwanda exchange rate on the last day of the tax period
are included in the assessment of business profit for the period.

Burundi
5.6.

Ethiopia

Article 14(1)
Article 16 bis
Article 18
Article 39

Article 19

Capital gains and losses

5.6.1.

Business profit includes proceeds of sale of any business asset.

Article 16

A capital gain resulting from sale or cession of commercial immovable property is taxed at a rate of 30%.

Kenya

Article 32 bis
A capital gain on secondary market transaction on listed Securities shall be exempted from capital gains tax

Rwanda
Tanzania
Uganda

5.6.2.
6.
6.1.

No gain or loss arises in case of reorganization of companies.

Losses
Trade losses
If the determination of business profit results in a loss in a tax period, the loss may be deducted from the business profit in the next five (5) tax
periods, earlier losses being deducted before later losses.

6.2.

Article 46

Article 29(1)

Change in control of companies
If during a tax period, the direct and indirect ownership of the share capital or the voting rights of a company, which shares are not traded on a
recognized stock exchange changes by more than twenty five per cent (25%) by value or by number, then losses accrued both in the year of the
change and in previous years can no longer be carried forward.

Article 29(3)
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Income Tax

Value Added Tax

Quick Tax Guide

Long-term contract losses
A loss in a tax period in which a long-term contract is completed may be carried back and offset against previously taxed business profit from that
contract to the extent it cannot be absorbed by business profit in the tax period of completion.

Navigation
Burundi

A long term contract means a contract for work, manufacture, installation of construction, the performance of related services, which is not
completed in the tax period in which work under the contract commenced, or other than a contract estimated to be completed within the twelve
months as of the date on which work under the contract commenced.

7.

Capital allowances

7.1.

7.1.1.

Kenya
Rwanda
7.2.

Uganda

General
Rates of depreciation are determined in accordance with the Income Tax Law (See Appendix 3).

Ethiopia

Tanzania

Article 20

7.2.1.

Article 24

Allowances available are for:
•   Investment Allowance;
•   Buildings including heavy machinery & equipment fixed in walls;
•   Wear and tear allowance; and
•   Intangible assets including goodwill

Investment allowance
This allowance is given to registered investors for an investment in new or used assets excluding motor vehicles that carry less than eight (8) persons,
except those exclusively used in a tourist business in the first tax period of purchase and/or of use of such an assets if:
•   the amount of business assets invested is equal to thirty million (30,000,000) Rwandan francs; and
•   the business assets are held at the establishment for at least three (3) tax periods after the tax period
The allowance granted is 40% of the value of assets or 50% where the registered business is located outside Kigali or falls under the priority sectors as
determined by the Rwanda Investment Code.

Article 26(1) & (2)

The cost base of the asset is reduced by the investment allowance for the purpose of calculating the wear and tear allowance or depreciation.

Article 26(3)

Where an asset granted investment allowance is disposed off other than through natural calamity or other involuntary conversion, then the reduction
in tax as a result of the allowance granted needs to be paid back including interest and penalties applicable for late payment of tax from date when
the allowance was granted.

Article 26(4)
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7.3.
7.3.1.

7.4.

Navigation

7.4.1.

Tanzania
Uganda

Quick Tax Guide

Industrial Building Allowance
An annual allowance of 5% of the cost price is granted on acquisition, construction, refining, rehabilitation, reconstruction of buildings, equipment
and heavy machinery fixed in walls each individually.

Article 24(3)

Wear and tear allowances
Allowances are available for depreciable assets, according to their classification. There are two classes, each in a separate pool with its own rate of
allowance. (See Appendix 5 for a description of the two classes)

Depreciation allowance for assets is the book value in the balance sheet at the beginning of the tax Period:
•   Increased by the cost of assets acquired or created and the cost of improvement, renewal and reconstruction of the assets
•   Decreased by the sale price of assets disposed of and the compensation received for the loss of assets due to natural calamities or other conversion
during the tax period.

Article 25(2)

7.4.2.

Where the Tax Written Down value is less than zero, the entire amount is added to the business profit.

Article 25(3)

7.4.3.

Where the Tax Written Down value does not exceed five hundred thousand (500,000) Rwandan francs, the entire depreciation basis is a deductible
business expense.

Article 25(4)

Leased assets
Depreciation of leased assets shall be allowed to the lessee in case of finance lease and to the lessor in case of operating lease

Article 24(8)

Ethiopia

Rwanda

Value Added Tax

The depreciation basis for assets is the acquisition value.

Burundi

Kenya

Income Tax

7.4.4.

7.5.
7.5.1.

Intangible Assets
The cost of acquiring acquisition or development and the cost of improvement, rehabilitation, and reconstruction of intangible assets including
goodwill that is purchased from a third party are depreciated annually, each on its own, at the rate of ten percent (10%) of the cost price.

Article 24(4)
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Income Tax

Value Added Tax

Quick Tax Guide

Income derived from investments

8.1.

General
Income derived from investment includes any payments in cash or in kind by an individual in the which has not been taxed as business income.

Navigation

8.1.1.

Burundi
8.2.

Ethiopia

8.2.1.

Kenya
Rwanda
Tanzania
Uganda

Investment income includes:
•   Interest income;
•   Dividend;
•   Royalty; and
•   Rental income.

Article 24(3)

Interest Income
Interest income includes income from:
•   Loans, deposits, guarantees & current accounts;
•   Government securities; and
•   Bonds and negotiable securities issued by public and private companies from cash bonds.

8.2.2.

Interest paid to a resident person is subject to withholding tax at the rate of 15%.

8.2.3.

Interest arising from investments in listed bonds with a maturity of 3 years and above is subject to withholding
paid to a resident taxpayer or person resident in the EAC

Article 33

tax at a reduced rate of 5% when

8.2.4.

Where withholding Tax has been deducted from a resident individual at source, the WHT is a final tax. In all other cases, interest will be subject to
further tax with a credit being granted for the withholding tax deducted.

8.2.5.

Subject to the provisions of a Double Taxation Agreement entered into between Rwanda and another country,
non-residents are taxed on interest derived from Rwandan sources by way of a withholding tax of 15%.

8.3.
8.3.1.

8.3.2.

Article 32

Article 51(2)

Article 51

Dividend income
Dividends will be deemed to have been paid in case of:
Income from shares and similar distributions by companies such as those established in accordance with Rwandan law or foreign law, cooperatives
and their branches, public business enterprises.

Article 33

In determining the business profits of a resident company or partnership, dividends and other profit-shares received from a resident entity are exempt.

Article 45
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8.3.3.

8.3.4.

8.3.5.

Navigation

8.4.

Burundi

8.4.1.

Quick Tax Guide

Dividends received from a resident company by a resident person are subject to withholding tax at 15% on payment. This tax is a final tax where paid
to a resident individual. The withholding tax is not applicable where the dividends are exempt in the hands of the recipient.

Article 51(1)

Subject to the provisions of a Double Taxation Agreement entered into between Rwanda and another country, non-residents are taxed on dividends
derived from Rwandan sources by way of a withholding tax of 15%.

Article 51(1)

Dividends from listed securities on the capital markets is subject to withholding tax at a reduced rate of 5% when paid to a Rwandan or EAC resident.

Article 51(2)

The term royalty income includes:
• payments of any kind received as a prize for the use of, or the right to use, any copyright of literary, craftsmanship or scientific work including
cinematograph films, films, or tapes used for radio or television broadcasting;
• payment received from using a trademark, design or model, computer application and plan secret formula or process;
• natural resource payments; and
• price of using, or of the right to use industrial, commercial or scientific equipment or for information concerning industrial, commercial or
scientific or experience.

Article 35

8.4.2.

Royalty payment to a resident person is subject to withholding tax at the rate of 15%.

Article 35

8.4.3.

Where withholding Tax has been deducted from a resident individual at source, the WHT is a final tax. In all other cases, royalty income will be subject
to further tax with a credit being granted.

8.4.4.

Subject to the provisions of a Double Taxation Agreement entered into between Rwanda and another country, non-residents are taxed on royalties
derived from Rwandan sources by way of a withholding tax of 15%.

Kenya

Tanzania

Value Added Tax

Royalty Income

Ethiopia

Rwanda

Income Tax

Article 51

Uganda
9.

Rental income

9.1.

Rental income refers to revenues derived from rent of machinery and other equipment and land including livestock in Rwanda.

9.2.

Income derived from the rent of buildings or houses which form part of business assets of a corporate entity is subject to corporate income tax
instead of rental income tax.
In computing taxable rental income, this is reduced by:
•   10% of the gross rental income as a deemed expense. No other expenditure and loss is allowed against the gross rental income;
•   Interest paid on loans; and
•   Depreciation expenses determined in accordance with the Article relating to depreciation of buildings.
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In the case of resident companies, the rent is aggregated with other income and taxed at a corporation tax rate of 30%.

9.4.

Income from rent is then taxed on the individual at the individual tax rates.

10.1.

Burundi
Ethiopia
Kenya
Rwanda
Tanzania
10.1.2.

10.2.

Quick Tax Guide

Article 36

International taxation

10.1.1.

Uganda

Value Added Tax

9.3.

10.

Navigation

Income Tax

General
Income is derived from a source within Rwanda if it is derived:
1°Income generated from services performed in Rwanda, including income generated from employment;
2°income generated by a crafts person, musician or a player from his or her performances in Rwanda;
3° income generated from activities carried on by a non-resident through a permanent establishment in Rwanda;
4° income generated from sale of movable assets owned by a permanent establishment in Rwanda;
5° income generated from the following assets in Rwanda:
a. immovable assets and accessories thereto;
b.livestock and inventory generated from agriculture and forestry;
c. usufruct and other rights derived from an immovable asset if such an asset is in Rwanda;
6° income generated from sale of assets referred to in point 5° of this article;
7° dividends distributed by a resident company;
8° profit shares distributed by a resident partnership;
9° interest paid by the Central Government, Districts, Town or Municipality, a resident of Rwanda or by a permanent establishment that a non-resident
maintains in Rwanda;
10° license fees including lease payments and royalties or artistic fee paid by a resident, or paid by a permanent establishment owned by a nonresident in Rwanda;
11° income generated from any other activities carried on in Rwanda

Article 4

A resident taxpayer is entitled to a foreign tax credit for any foreign tax paid in respect of income from activities performed abroad. The amount of
foreign tax credit should not exceed the tax payable in Rwanda and should be supported by appropriate evidence.

Article 6

Permanent establishment
Non-resident entities are liable to corporate income tax on business profit per tax period derived through a permanent establishment in Rwanda.

Article 40(2)

A “permanent establishment” means a fixed place of business through which the business of a person is wholly or partially carried on. In particular
one of the following is considered as a permanent establishment: An administrative branch, factory, workshop, mine, quarry or any other place for the
exploitation of natural resources, and a building site or a place where construction or assembly works are carried out

Article 5
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10.3.

Income Tax

Value Added Tax

Quick Tax Guide

Withholding Tax on International Payments
A non-resident person who derives income in the form of dividends, interest, royalty, service fees including management and technical service fees,
performance payments, lottery and other gambling proceeds, supply of goods or services as a result of a public tender is subject to withholding tax at
15% (subject to DTAs) on the payments received.

10.4.

Navigation
Burundi

Article 51(1)(4)

Non-resident entertainers and sports persons
All non-resident public entertainers, sports persons, or theatrical and musical persons or other non-resident Public entertainers, receiving remuneration
and other payments are subject to a 15% withholding tax.

Ethiopia
Kenya

Non-resident contractors or professionals
Non-resident persons receiving income from Rwanda are taxed at 15% of gross income.

10.5.

10.6.

Article 30

Ministerial Order No. 004/07 OF 09/05/2007 provides guidelines for determination of arm’s length.

Tanzania

11.

Uganda

11.1.

Article 8 - 13

Local withholding tax
Pay As You Earn (PAYE)
Employers are required to deduct tax from the employment income of their employees and to remit the tax to the tax department on or before the
15th of the month following the month of the deduction.

11.2.

Article 51(1)(5)

Transfer pricing
The Rwanda Tax Law requires that transactions between related parties are not conducted on an arm’s length basis. Where this is not done,
adjustments may be made to include profits that a resident person could have had if they operated as independent persons.

Rwanda

Article 51

Article 48

Dividends and Interest
A resident company, paying dividends or interest to resident and non-resident shareholders must withhold tax on the gross amount of the payment at
the rate of 15%, subject to certain exceptions. The Tax is a final tax and no further liability arises on that income.

Article 118(1)
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Income Tax

Value Added Tax

Quick Tax Guide

Goods and services
Where a public institution makes a payment for goods or services which were as a result of a public tender, tax at 3% must be withheld by the
institution on the invoice amount unless the recipient of payment has a Tax Clearance Certificate.

11.4.

Navigation

Article 52(2)

Imported goods
Importers of goods into Rwanda are liable to pay withholding tax at the rate of 5% on the Cost Insurance and freight value. The requirement does
not apply to the following:
•   Persons exempt from income tax;
•   Persons with a Tax Clearance Certificate;

Burundi
11.5.

Ethiopia

Article 52(1)

Payments to persons not registered for taxes
Where a resident person makes a payment to a person who is not registered for taxes in Rwanda, they are required to withhold tax at 15% on the
payment to the person.

Article 51(1)(7)

Kenya
11.6.

Rwanda

Accountability for withholding tax
A withholding agent who fails to withhold tax is personally liable to pay the tax that has not been withheld and or remitted. The tax authority is
mandated to recover the tax from the agent as though it were tax due from the agent together with the accrued interest. The agent is however
entitled to recover the amount from the payee; any interest charged as a result of not withholding cannot however be recovered from the payee.

Article 53

Tanzania
11.7.

Uganda

Tax Credit certificates
The withholding tax agent is required to provide withholding tax certificates, showing the payment made and the tax withheld. These certificates are
issued by the Tax Authorities upon confirmation of filing and payment of the tax.

Article 48
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Value Added Tax

Quick Tax Guide

Returns

12.1.
12.1.1.

Navigation

Income Tax

12.2.
12.2.1.

Burundi

Pay As You Earn
Every employer shall pay to the Commissioner any tax withheld within fifteen days after the end of the month in the prescribed form which is the
PAYE return.

Quarterly prepayments & returns
A taxpayer is required to file provisional returns and pay tax in three instalments during the tax year not later than 30th June, 30th September and 31
December. Each instalment is 25% of the tax liability as declared in the previous tax period. This amount is reduced by tax withheld at source under
Articles 51 and 52 of the Law.

Ethiopia

12.2.2.

Where a taxpayer has a tax period that does not coincide with the calendar year, the quarterly prepayments are made not later than the last day of
the 6th, 9th and 12th month of the tax period.

Kenya

12.2.3.

Where a taxpayer started activities during the previous tax period, the prepayment is calculated as 25% of the prior year tax liability proportionately
over the period of time the business operated.

Rwanda

12.3.

Article 48

Final returns
A taxpayer is required to prepare an annual tax declaration accompanied by the accounting balance sheet, profit and loss statement and other
relevant documents

Tanzania

Article 31

Article 43

The return is due no later than 31st March of the following tax period or 3 months after the end of the of the accounting period.

Uganda

Under Ministerial Order N° 004/07 of 09/05/2007, taxpayers with a turnover of more than Rwf 400,000,000 million in a tax year are required to have
their annual tax declarations and financial statements certified by qualified professionals.

12.4.

Article 7

Extension of period within which to file

12.4.1.

A taxpayer may apply to the Commissioner for an extension of the deadline for filing the tax declaration if sufficient proof of the reasons and
difficulties faced in filing the tax declaration on time is given. The taxpayer makes a written request to the Commissioner General before the original
filing date expires under the Tax Procedure Law.

12.4.2.

The granting of an extension to submit the return does not change the due date for payment of tax, i.e. there is no extension for payment of tax or
the accrual of interest.

Article 16
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12.5.

13.

A resident individual does not have to file a return where:
•   The income consists mainly of employment income on which PAYE has been deducted and paid;
•   Investment income received has been subjected to withholding tax at source.

Ethiopia

13.1.1.

Kenya

13.1.2.

13.2.

Uganda

Article 12

Assessments

13.1.

Tanzania

Quick Tax Guide

A resident individual who receives income from more than one employer may file an annual declaration to claim a tax refund for excess income tax
paid if the tax is more than Rwf 5,000.

Burundi

Rwanda

Value Added Tax

Individual Tax Return filing

12.5.1.

Navigation

Income Tax

General
Under the Tax Practice Law, the Commissioner will issue a notice of assessment when:
• The taxpayer files the tax declaration and pays the tax due on time;
• The taxpayer files the tax declaration on time but has not paid the tax on time;
• The Tax Administration applies to the taxpayer after investigations and audit; and
• There are serious indications that the possibilities for effective tax collection are in jeopardy, due to the financial position of the taxpayer or due to
the taxpayer’s intentions to evade taxation;

Article 18

A copy of the notice of assessment is sent to the taxpayer and the tax indicated is due within seven (7) days from receipt of the notice, unless the tax
was already paid

Self-assessment
All tax registered persons are required to submit a self-assessment return on an annual basis.

13.3.

Article 43

Rectification note
Where the Tax Authorities make a rectification of the tax declaration, they shall send a rectification note to the taxpayer. The note shall contain a draft
of the adjusted assessment and all elements leading to the adjusted assessment. (Tax Practice Law)

Article 27
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14.
14.1.

14.2.

Navigation

Income Tax

Value Added Tax

Quick Tax Guide

Objections and appeals
If a taxpayer is dissatisfied with an assessment, he may lodge a written appeal to the Commissioner within 30 days of the service of notice of
assessment stating the grounds of appeal.

Article 31

After consideration of the appeal, the Commissioner may either allow the appeal in whole or in part and amend the assessment accordingly, or
disallow the objection.

Article 32

14.3.

The Commissioner General or other competent staff of the Tax Administration designated by the Commissioner General may extend the period for
making a decision once for another thirty (30) days and inform the taxpayer. When no decision is taken by the Commissioner General within this
period, the appeal is assumed to have a basis.

14.4.

A taxpayer who is dissatisfied with an appeal decision may, the taxpayer who is not satisfied with the decision of the Commissioner General may
request him/her for an amicable settlement. The taxpayer could also appeal directly to the High Court.

Article 32

A taxpayer who is aggrieved by the decision of the Commissioner General may make a judicial appeal. The appeal is brought before the competent
authority within thirty (30) days after the receipt of the decision of the Commissioner General’s decision.

Article 38

Burundi
Ethiopia
Kenya
15.

Rwanda
Tanzania
Uganda

15.1.

15.2.

Payment of assessed tax
For taxpayers under self-assessment, the tax is due on the date of furnishing the return of income and in any other case, assessed tax is payable within
7 days after the date of service of the notice of assessment.

Article 12

The Commissioner may allow a taxpayer to pay the tax due by instalments following an application in writing. Should the taxpayer default however,
the balance of the tax is payable immediately. Even where the tax is payable by instalment, there is liability for interest on the unpaid balance of the
tax due.

Article 47
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Navigation

Penalty

Administrative fixed penalties on
failure to comply with tax laws

- Rwf 100,000: a natural person not engaged in any commercial activity and a taxpayer’s annual turnover equal to or less than Rwf
20m;
- Rwf 300,000: taxpayer is a public institution or a non-profit making organization or annual turnover Rwf 20m;
- Rwf 500,000 if the taxpayer was informed by the Tax Administration that he/she is in the category of Large taxpayers.

Late payment fine

•

10% of the tax payable which results from an adjusted assessment by the Tax Administration e of ten percent

Underestimation of tax upon
audit

•

5% if tax liability is greater than 5% but less than 10% of the liability one ought to have paid.

•

10% if tax liability is greater than 10% but less than 20% of the liability one ought to have paid.

•

20% if tax liability is greater than 20% but less than 50% of the liability one ought to have paid.

•

50% if tax liability is greater than 50% of the liability one ought to have paid.

Late declaration and payment
of tax

Kenya

Uganda

Quick Tax Guide

Offence

Ethiopia

Tanzania

Value Added Tax

Offences and penalties

Burundi

Rwanda

Income Tax

100% of the tax evaded.

Failure to pay tax withheld

100% of the tax withheld

Failure to submit certified financial statements

Rwf 500,000 per month until submission of certified financials

Interest for late payment

1.5% simple interest on monthly basis.

Article 60
Article 61
Article 62

•   50% of the tax due for the taxpayer who has declared due taxes in the required time limits provided by the Law but did not pay
those taxes in time.
•   60% of the tax due for the taxpayer who has not declared due taxes in time.

Tax fraud

17.

Reference

Article 62

Article 65
Article 60
Article 59

Offences committed by companies
Directors who are directly involved in the control and management of a private company shall be jointly liable for any tax liabilities incurred by the
company if it can be reasonably concluded that they intentionally or negligently caused the company to incur the tax liabilities.

Article 46
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Records and books of accounts
General
A person who withholds is required to keep records for a period of ten (10) years after the end of the tax period to which the records relate
Any person who has an annual turnover exceeding Rwf 20,000,000 RWF is obliged to keep the following additional documents:
1° a record showing business assets and liabilities;
2° records showing daily income and expenses related to the business activity he or she operates;
3° records showing purchases and sales of goods and services related to the business he or she operates;
4° records showing trading stock at the end of the tax period.

Article 54

Books and records mentioned above, for at least a period of ten (10) years starting from January 1st, following the tax year in which it was carried
out. (Tax Practice Law

Article 13

Ethiopia
Kenya
Rwanda
Tanzania
Uganda
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Appendix 1: Income tax rates for individuals

Navigation
Burundi

Income/annum (Rwf)

Rate %

Cumulative tax payable (Rwf)

0 – 360,000

0

0

360,001 – 1,200,000

20

168,000

Over 1,200,001

30

Caisse Sociale (Rwanda Social Security Board - RSSB)
CSR is charged at the rate of 8% of monthly remuneration i.e. both payments in cash and benefits in kind excluding a transport allowance.
Employers and employees contribute 5% and 3% respectively.

Ethiopia
Kenya
Rwanda
Tanzania
Uganda
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Appendix 2: Micro enterprises tax rates
Businesses with activities which result in a turnover equal to or of less than Rwf 12 million per tax period will apply the rates shown below

Navigation

Gross Turnover (UShs)

Tax Payable (UShs)

2,000,000 - 4,000,000

60,000

4,000,001 - 7,000,000

120,000

7,000,001 - 10,000,000

210,000

10,000,001 - 12,000,000

300,000

Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda
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Appendix 3: Tax rates for companies
The income tax rate applicable to resident companies, permanent establishments of non-resident companies is 30%.
Newly listed companies on capital market are taxed for a period of 5 years on the following rates:
1º 20% if those companies they sell at least 40% of their shares to the public;
2º 25% if those companies sell at least 30% of their shares to the public;
3º 28% if those companies sell at least 20% of their shares to the public.

Navigation
Burundi

Venture capital companies registered with the capital markets Authority in Rwanda benefit from a corporate income tax of zero percent (0%) for a
period of five (5) years from the date the decision has been taken.
A registered investment entity operating in a Free Trade Zone or a foreign company that has its headquarters in Rwanda that fulfil the requirements
stipulated in the Rwandan Law pays tax at zero percent (0%).

Ethiopia
Kenya
Rwanda
Tanzania
Uganda
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Appendix 4: Withholding tax rates

Navigation
Burundi
Ethiopia
Kenya

Income/annum (Bif)

Resident payee

Resident payee

Professional fees

15%

15%

Management fees

15%

15%

Imported goods

5%

Goods and services to public institutions

3%

Royalties

15%

15% dividends (1)

15% / 5%

15% Interest (2)

15%

15% Royalty

15%

15%

Goods to persons not registered for
Taxes in Rwanda

15%

Entertainers, sports persons

15%

15%
15%

(1) The rate of withholding tax for dividends paid from listed companies is 5%. No withholding tax is deducted from dividend payments to a
resident company.
(2) The rate of withholding tax on listed securities is 5%.

Rwanda
South
Africa %

Belgium
%

Mauritius
%

Management & professional fees

10

10

12

Royalties

10

10

10

Dividends

10

10

10

Interest

10

10

10

Tanzania
Uganda
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Appendix 5: Wear & Tear
Wear and tear allowance applies to assets in the following classes:
Class

Navigation

Rate

1

Computers and data handling equipment

50%

2

All other assets including motor vehicles,
furniture & fittings, electrical equipment etc

25%

Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda
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The Rwanda Value Added Tax Law No 37/2012
The Rwanda Value Added Tax Law No 37/2012 of 09/11/2012 Establishing Value Added Tax came into force on 5th of February 2013, this law modified
the old Law No 06/2001 of 20/01/2001 on the Code of Value Added tax.

2.

Navigation

2.1.

Basis of charge to tax
Value added tax is charged on taxable goods and services made by a registered person in Rwanda; the importation of taxable goods and a supply of
imported taxable services.

Article 3 (1)

Burundi

The rate of tax shall is zero and 18% for the taxable value of the taxable supply, the value of imported taxable goods or the value of a supply of imported
taxable services.

Article 3( 3)

Ethiopia

A registered person making supplies at the zero rate shall in all respects be treated as making a taxable supply. A supply or importation of goods and
services shall be zero rated if they are among the zero-rated goods and services as per schedule 2 attached to the VAT law.

Kenya
Rwanda
Tanzania
Uganda

2.2.

Article 5

The liability to account for VAT vests with the registered person making the taxable supply. The amount of tax chargeable will be recovered by the
registered person from the recipient of the supply.

Article 3(4) (1)

VAT on the importation of goods into Rwanda is due and payable by the importer at the time of importation.

Article 3(4) (2)

However, the liability to VAT in respect of imported taxable services vests with the registered person receiving the service.
A supply of goods and services occurs in Rwanda, if:
(1)
there has been a sale, exchange or other transfer of the right to dispose goods by the owner
(2)
Lease of goods under a leasing agreement.
Any act done but not supply of goods or money is considered as an act of service delivery which includes;
(1)
The transfer or surrender of any right to any other person.
(2)
Provision of any means for facilitation
(3)
The toleration of any situation
(4)
The refraining from doing any act
The lease of goods under operating lease agreement.

Article 8
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The taxation period for the supply of goods and services shall be one that is the earliest among the following,
(1)
(2)
(3)
(4)

The date on which the invoice is issued.
The date on which payment of goods and services including a partial payment which has been made but not including advance payment to
constructors who later re-imburse it by deducting the advance amount from the invoice presented to the client.
The date on which goods are either removed from the premises of the supplier or when they are given to the recipient.
The date on which the service is delivered.

•   For supplies like electricity, water or any other supply of goods or services measured by meter or any other calibration, the taxation period shall
be the time when the meter or any other calibration reads the number that follows the previous consumption of the supply.
•   The taxation period to a person who suspends registration of the value added tax occurs immediately before the registration is cancelled.
•   Goods and services used for personal purposes and exempted are taxable on the date on which goods or services are consumed.

Navigation

Article 10

Burundi
3.

Ethiopia

Value of goods and services

3.1.

Kenya

The taxable value of each good or service is determined as follows,
1. The taxable value on goods or services is the consideration paid in money by the recipient.
2. The taxable value on goods and services is the fair market value exclusive of the value added tax, if goods or services are supplied for;
a) a non-monetary consideration
b) a monetary consideration for one part and non-monetary for the other;
c)
Consideration that is less than the market value of goods or services.

Article 11

Rwanda
3.2.

Importation of goods and services

Tanzania

3.2.1.

Importation of goods occurs at the date on which the goods have entered a Rwandan territory under the customs Legislation.

Article 13

Uganda

3.2.2.

Foreign services are at times acquired by people inside Rwanda, if a tax payer gets services from a person who is outside Rwanda, the taxpayer is
considered as if he/she has delivered taxable services and has received an output tax from that person residing outside Rwanda.

Article 12

3.3.

Basic Value for taxation of imported goods
The basic value of imported goods is the sum of;

3.3.1.

Value of the goods for the implementation of customs duty under the customs legislation whether or not such a duty is payable on such imported
goods.

3.3.2.

(a) cost of insurance and freight incurred in bringing the goods to Rwanda.
(b) The cost for services which facilitate the import of goods.
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The amount of customs duty, exercise, port charges, or other fiscal charges other than value added tax payable in respect of imports.
•  If goods are re-imported after being exported for repair, renovation or improvement and the nature of goods has not changed then the value of the
import will be the amount of the increase in value of the goods as a result of repair, renovation or improvement.

Article 14

Input tax

4.1.

Navigation

Income Tax

4.1.1.

General
Input tax is defined as tax paid by a registered person on the purchase or importation of goods or services to be used by him for the purposes of his
business or tax paid on supply to a registered person of any goods or services to be used by him for purpose of his business.

Article 15

4.1.2. Allowance of Input tax,
If all goods or services supplied by a taxpayer during a value added tax period are taxable goods and services, the taxpayer is allowed a credit of the
input tax paid in respect of taxable acquisitions or taxable imported goods during the tax period for the purposes of selling or delivering taxable goods
and services.
If a taxpayer imported goods part of which are exempted while others are taxable then the sum of input tax to be claimed will be the portion of the tax
paid for the taxable goods in relation to the taxable business.
No input tax is allowed if goods purchased in the country or taxable imported goods or services are for personal purposes.
If at the time of a value added tax declaration for a tax period in which an input tax would otherwise be allowed, a taxpayer who does not have the
relevant documents for input tax claim can instead claim for that Input in the first value added tax period in which the taxpayer holds such documents
provided that it does not exceed 2 years from the time the taxable goods were acquired or imported for which the credit relates.

4.1.3. Input tax for Newly Registered Taxpayer,
A newly registered person for value added tax, may claim in his first declaration input tax paid in respect of goods held at the date of registration, if at
the end of the last day before the date of registration the taxpayer held the goods in store.
The taxpayer who claims for an input tax shall provide the following documents;
1. The value added tax invoice in case of taxable goods and services.
2. Any customs documents that proves the payment in case of taxable imported goods.
3. The value added tax debit note issued in accordance with Article 23 of this law in case of input tax considered as paid under Article 15 of this law.
4. A copy of the value added tax credit note issued to the recipient in case of an input tax allowed under Article 15 of this law.

Article 16
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Denial of input tax,
No input tax is allowed on the following goods,
1. Passenger vehicle, spare parts or repair and maintenance services for such a vehicle unless the taxpayer’s business involves the re-sale or rent of such
a vehicle and the vehicle was solely acquired for the purpose of such taxpayer’s business.
2. Goods acquired or imported for entertainment purposes unless the taxpayer’s business involves providing entertainment and entertainment is
provided in the ordinary course of that business and was not entrusted to a partner or employee.
3. Goods acquired for accommodation purposes, unless;
a) The taxpayer’s business involves providing accommodation services and the accommodation is provided in the ordinary course of that business.
b) The accommodation was provided to the person who was away from his/her usual residential home for the interest of the business or employer’s
interests.
4. Acquired goods which give right to membership or accession for any person to an association of sporting, social and recreational clubs.

Navigation
Burundi

• Value added tax paid on business overheads as in the case of telephones and electricity whose use cannot be practically separable from private and
business use shall be equal to 40% of the input tax credit claim.

Article 17

Ethiopia
5.

Kenya
Rwanda
Tanzania
Uganda

Post-Sale Adjustments
The reasons for post-sale adjustments are as follows,
1.
If taxable goods or services no longer exist.
2.
If the nature of taxable goods or services is changed or damaged.
3.
If the consideration of taxable goods or services is changed.
4.
If goods or part of the goods are returned to the supplier.

Article 18

5.1.1. Value added tax post-sale adjustments.
Value added tax paid in respect of the taxable goods or services exceed the value added tax to be duly payable by the supplier, the seller benefits the
balance as a deductible input tax. However if the seller delivered taxable goods or services to a value added tax non-registered person, the seller shall be
allowed to benefit the balance as a deductible input tax only when he/she substantially proves that the balance was repaid to the recipient.
The registered buyer shall consider the additional tax as output tax on taxable goods or services.
If adjustments to the taxable goods and services lead to the diminution of the tax to be duly paid against the tax paid by the seller, the registered
recipient is requested to pay the value added tax related to the additional value to the adjustment.
The registered recipient shall consider the additional tax as a refundable tax.

Article 19
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Denial of input tax
If a registered tax payer has supplied goods or services for consideration and paid all the tax on those goods and services to the commissioner General,
but has not within twenty four (24) months after the delivery of such goods and services received payment in whole or in part from the recipient, the
registered supplier is allowed a refund of the tax paid for which he/she did not receive upon fulfilling the following conditions;
1.
An amount equivalent to the debt previously included in the value of taxable goods or services.
2.
The debt is written off in the books of accounts of the supplier of goods and services
3.
The supplier of goods or services who has taken all possible steps in pursuing payment and has shown convincing evidence that the debtor is
insolvent.

Navigation
6.

Article 17

Computation of Value added tax payable for a taxation period.

Burundi
•
•

Ethiopia
Kenya

6.1.

Tanzania
6.2.
6.2.1.

Article 21

Value added tax refund.
If during a particular prescribed taxation period the input tax exceeds output tax the Commissioner General shall refund the supplier the due amount to
which the supplier stands in credit by reason of the excess, on receipt of the relevant tax return document within thirty (30) days.
•
After one day from the expiry of the prescribed period for tax declaration.
•
After receipt of proof of the last outstanding tax declaration.
Prior to the payment of refund the commissioner general may order for verification of the claim for refund or deduction submitted to him/her, the period
for response to be communicated shall not exceed three (3) months from the date when the claim was lodged.

Rwanda

Uganda

The amount of value added tax that a taxpayer must remit to the tax administration in the taxation period is the tax payable for the period.
The tax is calculated by deducting the input tax allowed in accordance to articles 15, 16, 17 of the VAT Law in the taxation period from the total
output tax payable in respect of taxable goods or services supplied or considered as if it was paid by the person in the taxation period.

Article 22

Invoices, credit and debit notes.
A value added tax registered person who sells taxable goods or services must at the time of the supply issue the recipient with an original invoice, the
Value Added Tax Invoice should have the following information as determined by the Tax Administration and in accordance to Article 14 of Law No
25/2005 of 04/12/2005 on tax procedures.
a)
Names of the taxpayer (taxpayer’s trade name) and clients’ name.
b)
Taxpayer Identification number (TIN) and the purchaser’s if necessary.
c)
Date on which the value Added Tax Invoice was issued.
d)
Description of goods sold or services rendered
e)
Value of taxable goods or services
f)
Sum of Value Added Tax due on the given tax transaction
g)
Serial number of the Value Added Tax.
When a sale of goods or services is carried out at retail to clients who are not registered taxpayers a simplified cash receipt determined by the Tax
Administration may be issued instead of a value added tax invoice.
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Credit Note
A credit note may be issued where goods are returned or for good and valid business reasons, a supplier decides to reduce the value of a supply after a
tax invoice has been issued. The amount to be shown on the credit note is the amount of the reduction.
• The value added tax registered seller must give to the value added tax registered recipient an original credit note showing how the credit on the
value added tax will be reduced. The credit note shall be based on the invoice produced.

Navigation

6.2.3. Debit Note
Where a tax invoice has been issued and subsequently, the supplier wishes to make a further charge in respect of that supply, he may issue a debit note.
• A value added tax registered taxpayer who sold goods while the amount of tax payable exceeds the amount shown on the invoice as the value
added tax charged the supplier must provide the recipient with an original debit note showing how the tax will be increased.

Burundi
Ethiopia

7.

8.
8.1.

Article 21

Certified Electronic Billing machines
Value added tax registered persons are obliged to use a certified electronic billing machine that generates invoices indicating the tax as agreed by the tax
administration. An order of the minister shall determine the design of these machines as well as modalities and conditions to be met in the use of those
machines in accordance to ministerial order No 002/13/10/TC of 31/07/2013 on modalities of use of a certified electronic billing machine.

Kenya
Rwanda

Article 23

Article 24

Declaration and payment of Value added tax
Value Added Tax declaration

Tanzania
•

Uganda

•
•
•

Within fifteen (15) days after the end of the period of the Value added tax, a registered taxpayer must submit value added tax declaration in
accordance with forms and formalities determined by the Commissioner General.
For taxpayers whose annual turnover is equal to or less than two hundred million Rwandan francs (200,000,000 Rwf) the value added tax
declaration is quarterly and shall be submitted with payment of the tax due within fifteen (15) days after the end of the quarter.
Taxpayers whose annual turnover is equal to or less than two hundred million Rwandan francs (200,000,000 Rwf) who wish may opt for a monthly
value added tax declaration.
A registered taxpayer must submit value added tax declaration whether he/she made sales or not, whether he/she is claiming for refund or whether
the difference is zero.

Article 25

8.1.1. Payment of value added tax
• The value added tax shall be paid on the date of submission of a value added tax declaration for that taxation period.
• The value added tax payable by an importer is due and payable when imported goods have entered Rwanda.
Importation of taxable goods is subject to value added tax at the customs point in accordance to customs legislation.

Article 26
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Collection of value added tax on imported goods
Importation of taxable goods is subject to value added tax at the customs point in accordance with the customs legislation.

9.

Navigation

9.1.

Registration and Deregistration
Article 10 of law No 25/2005 of 04/12/2005 on tax procedures says the following on Tax registration and deregistration.
• Any person who sets up a business or other activities that may be taxable is obliged to register with the Tax administration within a period of seven
(7) days from the beginning of the business or activity or the establishment of the company
• Any person who carries out taxable activities exceeding twenty million Rwanda Francs (20,000,000 Rwf) in the previous fiscal year or five million
Rwanda Francs (5,000,000 Rwf) in the preceding calendar quarter is required to register for VAT with the tax administration with in a period of
seven (7) days from the end of the year/ calendar quarter as mentioned above.
• Any person who is not required to register for VAT can however apply for VAT registration voluntarily from the Tax Administration.
• Any changes whether related to the taxpayer or his/her activities shall be notified in writing to the tax administration within seven (7) days from the
day of the notice of change.
• The commissioner General issues instructions regarding the registration and cancellation of registration on persons who no longer carry out
business activities.

Burundi
Ethiopia
Kenya
Rwanda

Registration and Deregistration

9.1.1. Taxpayer Identification Number

Tanzania

Article 11 of Law No 25/2005 of 14/12/2005 on tax procedures says that the Tax Administration assigns a taxpayer identification number to persons
registered with the tax administration to be used for all taxes.

Uganda

Any taxpayer is obliged to keep a taxpayer identification number on tax declaration documents, tax correspondences and on any other commercial
documents or other proofs he or she files to the tax administration.

Article 28

9.1.2. Certificate of registration
A registered taxpayer must display the certificate of registration at his/her place of business.

9.2.

Article 26

Payment of Value Added Tax on Public tenders
Article 10 bis of law No 25/2005 of 04/12/2005 on tax procedures sets out the following;
a. That the Value added tax on public tenders is withheld by a public institution which awarded the tender.
b. The public institution has the responsibility to file a tax declaration in accordance with the form prescribed by the Commissioner General of
Rwanda Revenue Authority and pay the Tax withheld within Fifteen (15) days following the end of the month in which the winner of public
tender has submitted the invoice.
c. The public institution which fails to withhold the Value Added Tax or which withheld Value Added Tax and failed to pay the tax withheld to the
Tax Administration must pay the Tax not withheld or not paid plus fines and penalties as provided for by this law.
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Change in taxpayer address
Article 4 of Law No 25/2005 of 04/12/2005 on Tax procedures gives the following information for a change in taxpayer address
• In case a taxpayer changes his or her address, then he is obliged to notify the tax administration.
• If this person fails to inform the tax administration of a change in address all information will be delivered to their last known address.
• When a taxpayer has no known address the tax administration will deliver all relevant information to this person through a nationwide newspaper.

Navigation

11.

Offences and Penalties

Offence

Penalty / Fines and Interest

Burundi
Ethiopia

Late payment of tax

•

Kenya
•

Rwanda
•

Tanzania
Uganda

Failure to:
• Register as described in Article 10 of law no
25/2005 on Tax procedures
• File a tax declaration on time
• Provide proofs required by the tax administration
• Co-operate with a tax audit
• Keep proper books of accounts
• Issue a Value Added Tax invoice

In case the taxpayer fails to pay tax within the period set by the law then the taxpayer will
be required to pay interest on the amount of tax, the interest rate is fixed at 1.5% and it is
calculated on a monthly basis non-compounding counting from the first day after the tax
should have been paid until the day of payment which is included, every month that begins
shall be considered as a complete month.
The taxpayer who has declared due taxes in the required time limits provided by the law but
did not pay those taxes in that time limits shall pay the principal and an administrative penalty
of 50% of due taxes.
The taxpayer who has not declared taxes in the required time limits provided by law shall pay
the due taxes and an administrative penalty of 60% of due taxes.

Administrative fixed penalties will be charged
• Rwf 100,000 for small taxpayers (taxpayers whose Annual Turnover is equal to or less than
Rwf 20,000,000),
• Rwf 300,000 for Medium taxpayers (taxpayers whose annual turnover exceeds Rwf
20,000,000 but not a large taxpayer),
• Rwf 500,000 if a taxpayer has been informed by the tax authority that he/she is in the
category of large taxpayers.

Article Reference,
Law No 25 /2005
of 04/12/2005 on
Tax procedure.
Article 59

Article 62
Article 60
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Penalty / Fines and Interest

Understatement of tax from an audit

If an audit or investigation shows that the amount on a tax declaration is less than the tax liability the
taxpayer ought to have paid, he/she shall pay the non-paid tax and also be subject to the following
administrative penalties.
• Five percent (5%) of the amount of understatement if the understatement is equal to or more than five
percent (5%) but less than ten percent (10%) of the tax liability that was supposed to have been paid.
• Ten percent (10%) of the amount of understatement if the understatement is equal to or more than
ten percent (10%) but less than twenty percent (20%) of the tax liability that was supposed to have
been paid.
• Twenty percent (20%) of the amount of understatement if the understatement is equal to or more
than twenty percent (20%) but less than fifty percent (50%) of the tax liability that was supposed to
have been paid.
• Fifty percent (50%) of the amount of understatement if the understatement is equal to fifty percent
(50%) or more of the tax liability supposed to have been paid.

Burundi
Ethiopia

Article Reference,
Law No 25 /2005
of 04/12/2005 on
Tax procedure.
Article 62

Failure to register for VAT where VAT registration
is required

•

Fifty percent (50%) of the amount of VAT payable for the entire period of operation without VAT
registration.

Article 63

Failure to issue a correct Vat invoice

•

In the event of issuance of a VAT invoice resulting in a decrease in the amount of VAT payable or in an
increase of the VAT input credit or in the event of failure to issue a VAT invoice, one hundred percent
(100%) of the amount of VAT for the invoice would be charged.

Article 63

Issuing of a VAT invoice by a person who is not
registered for VAT

•

A penalty of one hundred percent (100%) of the VAT which is indicated in that VAT invoice will be
charged.

Article 63

Tax fraud

•

A taxpayer who commits fraud is subject to an administrative fine of one hundred percent (100%) of
the evaded tax.
Such a taxpayer who has committed tax fraud can as well be taken to court and when convicted can
be imprisoned for a period between six (6) months and two (2) years.

Rwanda
Tanzania

Value Added Tax

Offence

Navigation

Kenya

Income Tax

•

Uganda
Additional sanctions

Following may apply in addition to the penalties above;
• Closure of business activities for a period of thirty (30) days,
• Being barred from bidding for public tenders,
• Withdrawal of a business register,
• Being published in nationwide newspaper.
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Appendix 1
Schedule 2.1
Zero-Rated goods and services.

Navigation
Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda

•
•
•
•
•
•
•
•
•
•
•

Exported goods bearing stamps recognized by the Commissioner General of Rwanda Revenue Authority;
Transportation services and other related services with regard to exportation of goods;
Transportation services of goods in transit in Rwanda to other countries including related services;
Aircraft benzene;
Services rendered abroad;
Goods used in aircrafts from Rwanda to abroad;
Goods sold in shops that are exempted from tax as provided for by the law governing customs;
Services rendered to a tourist for which Value Added tax has been paid;
Goods and services intended for diplomats accredited to Rwanda that are used in their missions but whose countries should also give the same privileges to the
Rwandan diplomats,
Goods and services intended for international organizations that have signed agreements with Rwanda,
Goods and services intended for projects funded by partners that have signed agreements with the Government of Rwanda.

Article 5 of the VAT
Law

Schedule 2.2
Exempted goods and services
The following goods and services are exempted from value added tax;
1. Services of supplying clean water and ensuring environment treatment for non-profit making purposes and with exception of sewage pumping out services,
2. Goods and services related to health purposes:
• Health and medical services;
• Equipment designed for persons with disabilities;
• Goods and drugs appearing on list provided for by an order of the minister.
3. Educational materials and services;
• Educational services provided to students of nursery, primary, secondary and higher institutions of learning;
• Educational services provided by social welfare organizations to students and other youths, meant for promoting the social, intellectual and spiritual
development for non-profit making purposes;
• Educational services provided for vocational institutions;
• Educational materials supplied directly to institutions of learning;
4. Transportation services;
• Transportation of persons by road in a bus and a coach licensed under the law on vehicles in traffic and which have a seating capacity for fourteen (14) persons
or more;
• Transportation of persons by air;
• Transportation of persons or goods by boat;
• Transport of goods by road;
5. Books, newspapers, journals and other electronic equipment used as educational materials;
6. lending, lease and sale;
• Sale or lease of a land property;
• Sale of a whole or part of a building meant for residential purposes;
• Renting of or grant of the right to occupy a house used predominantly as a place of residence of one person and his/her family, if the period of accommodation
for a continuous term exceeds ninety (90) days;
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7. Financial and insurance services;
• Premium charged on life and medical insurance services;
• Fees charged on operation of current accounts;
• Transfer of shares;
• Capital market transactions for listed securities.
8. Precious metals;
Sale of gold in bullion form to the National Bank of Rwanda.
9.Any goods or services in the course of burial or cremation of a body, including the provision of any related license or certificate;
10. Energy supply equipment;
• Energy saving lamps;
• Solar water-heaters;
• Wind energy systems;
• Gas, gas cylinders and related materials;
• Equipment used in the supply of biogas energy;
• Kerosene intended for domestic use, premium and gas oil.
11. Trade union subscriptions;
12. Leasing of exempted goods;
13. All agricultural and livestock products, except processed ones are exempted from value added tax.
• However milk which is processed in local industries is exempted.
14. Agricultural input and other agricultural and livestock equipment’s provided by an order of the minister;
15. The following goods and services imported by persons with investment certificate are also exempted from value added tax;
• Industrial machinery;
• Raw materials for industries;
• Building and finishing materials imported by an investor fulfilling the requirements determined by an order of the minister;
• Refrigerating vehicles, tourist vehicles, ambulances, fire extinguishing vehicles and hearses;
• Vehicles and movable property, equipment for foreign investors and Rwandans living abroad and their expatriate staff;
• Equipment for tourism and hotel industry, resting places appearing on the list determined by an order of the minister;
• Goods and services meant for free economic zone;
• Medical equipment, drugs, agricultural equipment, livestock and fishing equipment and agricultural input;
• Didactical equipment;
• Special tourist airplanes.
16. mobile telephone and SIM card;

<< Previous | Next >>
© 2015 Deloitte & Touche. All rights reserved.

Customs and Excise

Navigation
Burundi
Ethiopia
Kenya
Rwanda
Tanzania

Income Tax

Value Added Tax

Quick Tax Guide

17. Information, communication and technology equipment’s as can be seen from below,
• Analogue or hybrid automatic data processing machine
• Portable digital computer weighing not more than 10kg
• Any other type of computer with or without other accessories
• Other various machines of the same structure with the computer that complement each other
• Certain accessories of computer including input or out units of the computer, whether or not containing storage units
• Storage units
• Other units of automatic data processing computer
• Certain parts of the computer and its accessories
• Static converters/uninterrupted power supplies (UPS)
• Line telephone sets with cordless handsets
• Other fixed telephones
• Tele-printers
• Telephonic or telegraphic switching apparatus
• Other apparatus used in communication systems
• Audio and visual storage equipment excluding decoders
• Discs for laser reading systems for reproducing phenomena other than sound or image
• Magnetic tapes for reproducing phenomena other than sound or image
• Cards incorporating a magnetic stripe
• Cards incorporating an electronic integrated circuit (smart cards)
• Metal-oxide semi-conductors
• Circuits obtained by bipolar technologies
• Other circuits obtained by a combination of bipolar and MOS and BIMOS technologies.
• Monolithic integrated circuits
• Electronic micro assemblies
• Metal cupboard for servers, switch (racks)

Uganda
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Income tax rates for individuals
Year 2014 and 2015

Monthly income (Rwf)
0 – 30,000

Navigation

Rate%

Cumulative tax
payable (Rwf)
0

-

30,000 – 100,000

20

14,000

Above 100,000

30

-

Casual laborers are taxed at a flat rate of 15% subject to the Rwf 30,000 threshold.

Burundi

The due date for remitting PAYE is within 15 days after the end of the month to which the payment relates.

Ethiopia

Personal allowances
No personal allowances are available.

Kenya

Taxable value of employment benefits
The general rule is that benefits are taxable at the market value of the benefit, unless the Law provides for specific valuation method.

Rwanda
Tanzania
Uganda

(a) Car benefit
Taxable value of availability and use of a motor vehicle is 10% of employment income excluding benefits in kind.
(b) Housing
The taxable value of use or availability of premises whether or not furnished is 20% of employment income excluding benefits in kind
(c) Interest on staff loans or advances
The value of a loan benefit is the difference between the National Bank of Rwanda rate in the month when the loan was received and the actual
interest rate paid by employees.
The value of the benefit is nil if the loan or advance given exceeds three (3) months’ salary
(d) Any other benefits
Taxable at the market value less any contributions that the employee makes towards the benefit.
(f) Tax-free employment benefits
• Discharge or reimbursement of expenses incurred wholly and exclusively for business activities.
• Retirement contributions made by the employer on behalf of the employee to RSSB
• Pension payments made under the state social security system
• Retirement contributions to a qualified pension fund upto a maximum of the lesser of Rwf 1,200,000 or 10% of employment income.
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Rwanda social security fund
See retirement funds.
Retirement funds
A contribution to the Rwanda Social Security Board (RSSB) is based on gross cash emoluments (inclusive of cash allowances and benefits) as follows:
• 3% payable by employer; and
• 5% payable by employee (deducted from employees’ wages).

Navigation
Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda

Contributions are compulsory for all persons in employment in Rwanda regardless of nationality.
Contributions to RSSB are not allowed as a deduction to the employee. However the company’s contribution to the RSSB is a deductible expense for
Corporation Tax purposes.
Corporate income tax rates
Resident company 			
30%
Non-resident Company (branches/ permanent establishment)
30%
Small enterprises			
3%*
Agricultural & livestock companies**		
0%
Economic Processing Zones (EPZ) companies		
0%
Foreign companies with Headquarters in Rwanda		
0%
Newly listed companies on capital market (Over 5 years)
20% - 28%
Venture capital companies registered with CMA (For 5 years)***
0%
Approved micro finance companies (For 5 years)
0%
*This is on turnover with no allowance given for deduction of expenses
**Proceeds from activities do not exceed Rwf 12,000,000.
Capital gains tax
The gain/loss upon sale of an asset is included in business / investment income and taxed at the rates applicable to corporations or individuals
respectively.
A capital gain resulting from sale or cession of commercial immovable property is taxed on a rate of 30%.
The following capital gains are exempted:
1. Capital gain on secondary market transaction on listed Securities;
2. Capital gain on re-organisation of companies;
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Capital allowances
An investment allowance of 40% or 50% (where the company is in a priority sector or has its main) of the value of new or used assets excluding
motor vehicles other than those for tourist business is granted to a registered investor in the first tax period on condition:
1. the amount of business assets invested is equal to Rwf 30,000,000; and
2. the business assets are held at the establishment for at least three (3) tax periods after the tax period in which the investment allowance was
taken into consideration.
Thereafter, the wear and tear rates apply to the remainder as below

Navigation
Burundi
Ethiopia
Kenya

Qualifying expenditure

Rate

Computers and accessories, information and communication
systems, software products and data equipment

50%

All other business assets

25%

Cost of acquisition, construction, refining, rehabilitation and
reconstruction of buildings, equipment and heavy machinery fixed in
walls (straight line)

5%

Cost of acquisition or development, improvement, rehabilitation,
and reconstruction of intangible assets including goodwill purchased
from a third party (straight line)

10%

Rwanda
Tanzania
Uganda
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Withholding tax rates
An investment allowance of 40% or 50% (where the company is in a priority sector or has its main) of the value of new or used assets excluding
motor vehicles other than those for tourist business is granted to a registered investor in the first tax period on condition:
1. the amount of business assets invested is equal to Rwf 30,000,000; and
2. the business assets are held at the establishment for at least three (3) tax periods after the tax period in which the investment allowance was
taken into consideration.
Thereafter, the wear and tear rates apply to the remainder as below

Navigation
Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda

Nature of payments

Resident

Non-resident

Dividends – listed company

5%*

15%

Dividends - Other

Exempt**

15%

Interest

15%***

15%

Royalties

15%

15%

Service fees (including technical & management fees)

15%

15%

Performance payments made to an artist, a musician
or a sportsperson

15%

15%

Lottery and other gambling proceeds

15%

15%

Payments to non-TIN holders

15%

15%

Payments from public tender by public institutions

3%

15%

Imports

5%

NA

(1) * Also applies to residents of the EAC
(2) **This applies to payments by a resident company to another resident company
(3) ***A reduced rate of 5% applies to interest arising from investments in listed bonds with a maturity of 3 years and above to residents of Rwanda
and the EAC.
Note: Lower rate may apply when there is tax treaty in force. The countries with which Rwanda has signed double tax treaties include: Belgium,
Mauritius & South Africa. The EAC Treaty has been signed but is not yet effective.
The due date for remitting withholding tax is 15 days after the month of deduction.
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Returns and payment of income tax
Instalment tax where applicable is payable in 3 instalments in the sixth, ninth and twelfth months of the year of income.
Basis for instalments: The instalments are calculated as 25% of the tax liability as declared in the prior year tax declaration.
Final tax is due on or before the last day of the third month after year-end.

Navigation

Returns are due by the last day of the third month after the financial year-end.
Subject to approval for change from the Ministry of Finance, all persons are deemed to have a calendar financial year end.

Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda
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Excise Rates
2014 - 2015

Hydrocarbon products

Navigation
Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda

Gasoline - Regular, premium (Motor Spirit)

Tshs 425 per litre

Automotive diesel

Tshs 339 per litre

Industrial diesel oil (IDO)

Tshs 392 per litre

Illuminating kerosene

Tshs 425 per litre

Medium oils

Tshs 9.32 litre

Lubricating oils

Tshs 500 per m3

Lubricating greases

Tshs 0.75 per kg

Natural gas

Tshs 0.43 per cubic feet

Non-alcoholic beverages
Carbonated drinks, mineral water, aerated water

Tshs 55 per litre

Imported fruit juices

Tshs 200 per litre

Locally produced fruit juices

Tshs 9 per litre

Other energy drinks and non alcoholic beverages

Tshs 575 per litre

Alcoholic beverages
Beer made from malt including stout and porter

Tshs 694 per litre

Beer made for 100% local unmalted cereals

Tshs 409 per litre

Other fermented beverages

Tshs 226 per litre

Wines, fortified wines, with domestic grapes exceeding 75%

Tshs 192 per litre

Wines, fortified wines, with domestic grapes less than 75%

Tshs 2,130 per litre

Spirits, konyagi, Whiskies, Rum, Gin and Geneva, vodka , liqueurs

Tshs 3,157 per litre

Cigarettes and tobacco
Cigarettes with local tobacco exceeding 75% (without filter tip)

Tshs 11,289 per mille

Cigarettes with local tobacco exceeding 75% (with filter tip)

Tshs 26,689 per mille

Other Cigarettes

Tshs 48,285 per mille

Cut rag/Filler

Tshs 24,388 per kg

Cigars

30%
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Excise Rates
2014 - 2015

Motor vehicles

Navigation
Burundi

Motor Vehicle with engine capacity between 1000cc and 2000cc

5%

Motor Vehicles with engine capacity greater than 2000cc

10%

Imported motor vehicle older than 10 years

25%

Services subject to excise duty
Pay -to-view television broadcasting services

7%

Electronic communication services

14.5%

Fees payable on money transfer services

10%

Other items subject to excise duty

Ethiopia
Kenya
Rwanda
Tanzania
Uganda

Sacks and plastic bags

50%

Recorded video, audio tapes, DVD, VCD, CD

Tshs 48 per unit

Make up preparations , perfumes, toiletry, cosmetics

10%

Leather suitcases, articles or composition of leather and clothing

10%

Carpets and other textile floor coverings, knotted whether or not made up

10%

Men's or women overcoats, capes, cloaks, anoraks(ski jacket, wincheaters, jackets)

10%

Non-commercial aircraft of an unladen weight exceeding 2,000 kg

20%

Yachts, motorboats and other vessels for pleasure or sports; rowing boats and canoes.

20%

Revolvers, guns and ammunitions

25%

Imported furniture

15%
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The Tanzania Income Tax Act

The Tanzanian Income Tax Act, 2004 (cap 332) was enacted in 2004 with a commencement date of 1st July 2004. It replaced the Income Tax Act, 1973.
The first edition of the Tanzanian Income Tax Act, 2004 was printed on 4th June 2004. These notes incorporate the amendments to the Act up to and including the
proposals included in the Budget speech 2013.

Navigation
Burundi

These notes provide a brief guide and are not a comprehensive summary of the Tanzanian Income Tax law and practice.

2.
2.1.

Ethiopia
Kenya
Rwanda
Tanzania
Uganda

2.2.

2.3.

Basis of charge to tax
Income tax is charged on the income of a resident person from employment, business and investment for the year of income irrespective of the source
of income. Non-residents are taxed on their income only to the extent the income has a source in Tanzania. The income of a resident who has been
resident in Tanzania for a period of two years or less in total during the whole of the individual’s life shall be determined based on income sourced from
Tanzania only.

Section 6

Tanzania residents are taxed on their worldwide employment income while non-residents are taxed on income from employment with a Tanzanian
resident employer or permanent establishment in Tanzania, and on other income with a source in Tanzania.

Section 6

Amongst other things, payment of the following amounts are deemed to be sourced in Tanzania:
•   Dividends paid by a resident corporation;
•   Royalties paid with respect to use of an asset in Tanzania;
•   Interest paid by a resident person or domestic permanent establishment;
•   Rents (including leasing of equipment) for an asset situated in Tanzania;
•   Natural resource payments for resources situated in Tanzania;
•   Insurance premiums paid in respect of any risk in Tanzania;
•   Services performed in Tanzania;
•   Payments in respect of domestic assets or liabilities; and
•   Payments in respect of activities conducted or forbearance from activities conducted in Tanzania.

Section 69
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Navigation
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Burundi
Ethiopia
Kenya

3.4.
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Employment income
Taxable income from employment is widely defined and includes wages, salary, commission, bonus, gratuity and allowances. Subsistence travelling,
entertainment and other allowances are taxable unless they represent solely
the reimbursement of expenses incurred in the production of income.

Section 7(2)(a)

Benefits in kind from employment are taxable except where it is a payment that is unreasonable or administratively impracticable for the employer to
account for or to allocate to their recipients.

Section 27

Benefits in kind are taxed at prescribed values, and in the absence of this at their market value. The provision of housing by an employer for an employee
is taxed on the employee as follows:
The lessor of:
•   The market rental value of the premises; and
•   The greater of:
- 15% of the employee’s total income for the year of income; and
- The expenditure claimed as a deduction by the employer with respect to the premises.

Section 27(1)(c)

A company car provided for an employee’s private use is taxed on the values prescribed by the Commissioner in the Fifth Schedule (see Appendix 2). This
benefit will not be taxable on the employee if the employer does not claim any deduction or relief in relation to ownership, maintenance, or operation of
the vehicle.

Section 27(1)(a)

Rwanda
3.5.

Tanzania
Uganda

3.6.

Loans made to directors or employees or their relatives at favourable interest rates give rise to a taxable benefit.
The amount of the benefit, which is taxed monthly under the PAYE system, is the difference between the interest actually paid on the loan and the
statutory rate (7.58% - as determined by the Commissioner for 2010).

Section 27(1)(b)

The following are not taxable on an employee:
•   Exempt amounts and certain payments where withholding tax is a final tax;
•   Cafeteria services provided within the employer’s premises provided that those services are available on a non- discriminatory basis;
•   Payment for medical services including insurance premiums for staff on a non-discriminatory basis (for employee, spouse and up to 4 children);
•   Foreign sourced income of expatriates resident for less than two years;
•   Any subsistence, travelling, entertainment or other allowance representing reimbursement for amounts expended wholly and exclusively in the
production of employment income;
•   Benefits derived from use of motor vehicle where the employer does not claim any deduction or relief in relation to the ownership, maintenance or
operation of the vehicle;
•   Benefit derived from the use of residential premises by an employee of the government or any institution whose budget is fully or substantially out of
government budget;
•   Passages where the individual is domiciled more than 20 miles from the place of employment (for employee, spouse and up to 4 children);
•   Retirement contributions and payments exempted under the Public Service Retirement Benefits Act 1999;
•   Payment that is unreasonable or administratively impracticable for the employer to account for or allocate to the recipients;
•   Tax deductions are available to individuals on donations under section 12 of the Education Fund Act 2001, subject to the Commissioner’s approval
upon submission of an application for the deduction; and
•   Allowances payable to employees of the government and institutions which receive government subvention for their operations.

Section 7(3)
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A resident person other than a partnership may claim a foreign tax credit for any foreign income tax paid by the person to the extent to which it is paid
with respect to taxable foreign income.

Section 77

Dividend and interest income

4.1.

Navigation

4.1.1.

Burundi

4.1.2.

Dividend income
Dividends received by a resident company from another resident company of which it controls 25% or more of the voting power are not taxed at the
rate of 5%.

Withholding tax on Dividends applies to dividends with a source in Tanzania, paid by a resident person. This is a final tax where the dividend is:
•   Distributed by a resident corporation; or
•   Received by a resident individual from a non resident corporation.

Section 54(2)

Section 86(1)(a) &
Section 54(1)(a

Ethiopia
Kenya
Rwanda
Tanzania
Uganda

4.1.3.

Dividends distributed by a non-resident corporation shall be included in calculating the income of the shareholders.

4.1.4.

Dividend of an entity means a distribution by the entity to the extent that it is not a repayment of capital.

4.1.5.

Where at the end of a year of income a trust or corporation is a controlled foreign trust or corporation, the trust or corporation shall be treated as
distributing to its members at that time its unallocated income for the year according to each member’s share.

4.1.6.

4.2.

Section 54(1)(b)
Section 3

Section 75

Controlled foreign trust and controlled foreign corporation means a non-resident trust or corporation in which a resident person owns a membership
interest, whether directly or indirectly through one or more interposed non-resident entities and where the person is an associate to the trust or
corporation either individually or through one or four other resident persons.

Section 3

Interest income

4.2.1.

Interest with a source in Tanzania, paid by a resident person is subject to withholding tax. A credit for withholding tax equal to the amount paid is given.

Section 82(1) &
Section 87

4.2.2.

Interest paid to a resident financial institution is not subject to withholding tax.

Section 82(2)(b)

4.2.3.

Withholding tax on interest paid to a resident individual on a deposit with a financial institution is a final tax.

4.2.4.

Interest paid by strategic investors to foreign banks is exempted from withholding tax.

Section 86(b)
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5.2.

Up to prescribed limits, employee and employer contributions to approved pension or provident funds are deductible from employment income

5.3.

The prescribed limits in respect of each employee are the lowest of:
a) Actual contributions paid; or
b) The statutory amount.
Contributions made to the NSSF and PPF are contributions made to an approved retirement fund.

5.4.

Rwanda
Tanzania
Uganda

Section 63

Section 61(2)

Registered funds must comply with conditions laid down by the Commissioner, which chiefly have to do with limits on contributions and circumstances
in which benefits can be paid out. Registration requires the Commissioner’s approval. The income of registered funds is exempt from tax to the extent
that it relates to members retirement contributions and payments.

Ethiopia
6.

Quick Tax Guide

Gains from an interest in an unapproved retirement fund are exempt in the hands of the payee where the retirement payments are made by a resident
fund. In the case where the retirement payments are paid by a non-resident fund, this is taxable income of the payee.

Burundi

Kenya

Value Added Tax

Pension funds

5.1.

Navigation

Income Tax

Section 62

Business income

6.1.

Allowable expenses

6.1.1.

Generally, expenses are allowed only if incurred wholly and exclusively in the production of income from the business or investment.

6.1.2.

Specific provisions on deductions exist on:
•   Interest incurred under a debt obligation;
•   Trading stock;
•   Repair and maintenance expenditure;
•   Agricultural improvement, research and development and environmental expenditure;
•   Gifts to public and charitable institutions;
•   Depreciation (see 9);
•   Losses on realisation of business assets and liabilities; and
•   Losses from a business or investment

Section 11(2)

Section 12
Section 13
Section 14
Section 15
Section 16
Section 17
Section 18
Section 19

<< Previous | Next >>
© 2015 Deloitte & Touche. All rights reserved.

Customs and Excise

6.2.
6.2.1.

Navigation
Burundi
6.2.2.

Ethiopia
6.3.

Income Tax

Value Added Tax

Quick Tax Guide

Disallowable expenses
Those specifically listed in the Act include:
•   Expenditure of a capital nature;
•   Consumption expenditure, meaning expenditure incurred by a person in the maintenance of himself, his family or establishment, or for any other
personal or domestic purpose;
•   Income tax or tax of a similar nature paid under the Income Tax Act;
•   Bribes and expenditure incurred in corrupt practice;
•   Fines and similar penalties for breach of law;
•   Expenditure incurred in deriving exempt amounts or final withholding payments.
•   Distributions by an entity; and
•   Pension payments, annuity premiums and contributions to pension and provident schemes and funds, except for those allowed under 5.2 above.

Section 11(2)

Interest payments by an exempt controlled company are disallowed to the extent that they exceed the sum of interest income plus 70% of total income
excluding interest.

Section 12(4)

Export Processing Zones

Kenya
Rwanda
Tanzania
Uganda

Investors in the Export Processing Zones (EPZ) shall be entitled to the following:
a) Access to the export credit guarantee scheme;
b) Exemption from payments of corporate tax for an initial period of ten years;
c) Exemption from payment of withholding tax on rent, dividends and interest for the first ten years;
d) Remission of customs duty, value added tax and any other tax payable on raw materials and goods of a capital nature;
e) Exemption from payment of all taxes and levies imposed by local government authorities for goods and services produced or purchased in the EPZ
for a period of 10 years;
f) Exemption from pre-shipment or destination inspection requirements;
g) On site customs inspection of goods;
h) Provision of business visas at the point of entry to key technical, management, and training staff for a maximum period of two months; thereafter
the requirements to obtain a residence permit applies;
i) Entitlement to automatic immigration quota of five persons;
j) Treatment of goods destined for the EPZ as transit cargo; k) Exemption from VAT on utility and wharfage charges; and l) Unconditional foreign
exchange transferability.
Goods sold within the customs territory cannot exceed 20% and the necessary customs permits and applicable import duties, levies and other charges
cleared.

Act No. 11 of
2002.
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Special Economic Zones

6.4.1.

Navigation

Income Tax

6.5.

Special economic zones offer similar incentives to EPZs for persons wishing to export from the customs territory.
However, a special category is created for persons wishing to sell within the customs territory. These include the following benefits EPZs are entitled to
mentioned in the paragraphs above of: d), f), g), h), i), and l). There is also an exemption available from withholding tax on interest on foreign sourced
loans.

Act No. 2 of 2006

Rules on types of persons and special industries

6.5.1.

Burundi

The Act makes reference to the determination of the income of partnerships, companies, trusts, insurance businesses, co-operative societies, charitable
organisations, clubs and trade associations.

Ethiopia

Section 48
Section 52
Section 61
Section 62
Section 63
Section 64
Section 65
Second Schedule

Kenya
6.6.

Rwanda
Tanzania
Uganda

Accounting periods

6.6.1.

6.6.2.
7.
7.1.

The Act permits incorporated businesses to alter the date to which accounts are made provided an application is made to the Commissioner of Income
Tax and subject to his written approval.

Section 20(2)

The default year of income is a calendar year, being year ending 31 December.

Section 20(1)

Business with non-resident persons
A corporation is a resident corporation for a year of income if:
•   It is incorporated or formed under the laws of Tanzania; or
•   At any time during the year of income the management and control of the affairs of the corporation are exercised in the United Republic.

Section 66(4

7.2.

A person must calculate their foreign source income separately from their Tanzanian source income.

Section 67(1)

7.3.

The tax liability of a permanent establishment shall be calculated as if the owner and the permanent establishment were independent but associated
persons and the permanent establishment were resident in Tanzania.

Section 70(1)
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Ethiopia
Kenya
Rwanda
Tanzania
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The following assets and liabilities shall be treated as assets or liabilities of the permanent establishment:
•   Tangible assets situated in Tanzania;
•   Intangible assets created by or through the permanent establishment or to the extent they are exploited in Tanzania; and
•   Debt obligations to the extent the money is used in the business of the permanent establishment.

Section 71(3)

The following activities shall be treated as conducted by the permanent establishment:
(a) Employment by the owner of any individual who is resident in the country of the permanent establishment;
(b) Sales of trading stock by the owner of the same or a similar kind as those sold through the permanent establishment; and
(c) Other business activities of the owner conducted with residents of the country of the permanent establishment of the same or a similar kind as those
effected through the permanent establishment.

Section 71(5)

The permanent establishment shall be treated as realizing an asset held by it or liability owed by it:
(a) In the case of a tangible asset, when the asset is no longer situated in the country of the permanent establishment;
(b) In the case of an intangible asset, to the extent the asset is available for exploitation in the country in which the owner is resident or a country in
which the owner has another permanent establishment; or
(c) In the case of a debt obligation, the money or asset is no longer employed in the business of the permanent establishment.

Section 71(4)

7.7.

Branch profits tax of 10% is levied on the repatriated income of a domestic permanent establishment.

7.8.

Currently, Tanzania has Double Taxation Relief Agreements with the following countries:
•   Canada;
•   Denmark;
•   Finland;
•   India;
•   Italy;
•   Norway;
•   South Africa;
•   Sweden; and
•   Zambia.
A treaty with the EAC partner states Uganda, Rwanda, Burundi and Kenya has been signed but is yet to be ratified by Tanzania. Treaties are at various
stages of negotiations with a number of Middle Eastern countries and Mauritius.
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Collection, recovery and enforcement of tax
There is no time limit on the carry forward of tax losses. The losses of a company are however, subject to the continuity of ownership and same business
tests.

Section 56(2)

Use of losses is restricted as follows:
•   Foreign source losses from investment income can only be offset against foreign source investment income;
•   Other losses from investment income can only be offset against investment income;
•   Other foreign source losses can only be offset from foreign source income;
•   Losses from an agricultural business can only be offset against agricultural income; and
•   Losses from mining or petroleum operations can only be offset against the income derived from the mining or contract area respectively.

Section 19(2)

Burundi
8.3.

Ethiopia

An Alternative Minimum Tax (AMT) is to be administered at a rate of 0.3 percent of gross turnover on corporate entities making tax losses for three
consecutive years. AMT is targeted at corporate entities that enjoy tax adjustments on account of generous incentives provided in the legislation which,
when applied to commercial profits, result in tax losses. Such incentives include accelerated capital deductions and investment allowances.

Kenya
Rwanda
Tanzania
Uganda
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Capital allowances
These are dealt with in the Third Schedule to the Income Tax Act.

9.1.

Wear and tear rates
The law under subsection two of the Third Schedule allows a 50% initial allowance for plant and machinery that is used in manufacturing processes and
fixed in a factory, Fish farming or for providing services to tourists and fixed in a hotel.

Navigation

Thereafter, the standard wear and tear rates apply. The law has eight wear & tear classes as below:

Burundi

Class

Rate (%)

Qualifying expenditure

1

37.5

Computers and data handling equipment together with peripheral devices; automobiles, buses and minibuses with a seating
capacity of less than 30 passengers, goods vehicles with a load capacity of less than 7 tonnes; construction and earthmoving
equipment.

Reducing
balance method

2

25

Buses with a seating capacity of 30 or more passengers, heavy general purpose or specialised trucks, trailers and trailer mounted
containers; railroad cars, locomotives, and equipment; vessels, barges, tugs, and similar water transportation equipment; aircraft;
other self propelling vehicles; plant and machinery (including windmills, electric generators and distribution equipment) used in
manufacturing or mining operations; specialized public utility plant and equipment; and machinery or other irrigation installations
and equipment.

Reducing
balance method

3

12.5

Office furniture, fixtures and equipment; any asset not included in another class.

Reducing
balance method

4

20

Natural resource exploration and production rights and assets in subparagraph (3) in respect of natural resource prospecting,
exploration and development expenditure.

Straight line
method

5

20

Buildings, structures, dams, water reservoirs, fences and similar works of a permanent nature used in agriculture, livestock farming
or fish farming.

Straight line
method

6

5

Buildings, structures, and similar works of a permanent nature other than those mentioned in class

Straight line
method

7

*

Intangible assets other than those in class

8

100

Plant and machinery (including windmills, electric generators and distribution equipment) used in agriculture, electronic fiscal
device purchased by a non-Value Added Tax registered trader, and equipment used for prospecting and exploration of minerals or
petroleum.

Ethiopia
Kenya
Rwanda
Tanzania
Uganda

Straight line
method

* Divided by the useful life of the asset in the pool and rounded down to the nearest half year.
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9.1.1.

The sale proceeds of disposals are deducted from the relevant pool.

9.1.2.

The depreciable value for non-commercial vehicles is restricted to TShs 15,000,000.

9.1.3.

Annual allowances are computed as follows:
Residue or written down value brought forward
from previous year

A

Add: Cost of additions in the current year (reduced
by an investment deduction allowance claimed)

B
T1

Burundi

Less: Sale proceeds of disposals in the current year

C
T2

Ethiopia

Less: Allowance at appropriate percentage of T2
Written down value carried forward for next year

C
T3

Navigation

Kenya

9.1.4.

Rwanda

9.2.

Tanzania

Value Added Tax

Quick Tax Guide

A balancing charge will arise where the current year’s sale proceeds (C) for any pool exceeds the written down value brought forward together with the
cost of current additions (T1). A balancing allowance or charge arises on cessation of business and the disposal of all the assets in any pool.

Mining allowance
Mining allowances granted under the Income Tax Act, 1973 are still available under the new Income Tax Act, 2004 These provide for an allowance of
100%, plus, in certain cases an uplift of 15% on qualifying expenditure.

Section 145

Uganda
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Capital gains tax
The gain or loss on the realization of an asset or liability forms part of taxable income at the time of realisation.
This is calculated on the difference between the cost of the asset or liability against the sum of all gains from the realisation of the asset.

Section 36

The cost of an asset/liability includes:
•   Expenditure incurred in acquiring the asset including construction costs;
•   Expenses incurred in altering, improving, maintaining and repairing the asset;
•   Expenditure incurred in realising the asset;
•   Incidental expenditure in acquiring or realising the asset; and
•   Expenditure incurred in realising the liability.

Section 37 &
Section 40

Incomings for an asset/liability include:
•   Amounts derived from altering or decreasing the value of the asset;
•   Amounts derived by way of covenant to repair or otherwise;
•   Amounts derived in respect of realising the asset; and
•   Amounts derived in respect of incurring the liability.

Section 38 &
Section 40

Burundi
10.3.

Ethiopia
Kenya
10.4.

Rwanda
Tanzania
Uganda

10.5.

Realising of an asset includes:
•   Parting with ownership including sold, exchanged, transferred, distributed, cancelled, redeemed, destroyed, lost, expired or surrendered;
•   When the asset ceases to exist;
•   For an asset other than a Class 1,2,3,4,5,6 or 8 depreciable asset or trading stock, where the sum of the incomings for the asset exceeds
the cost of the asset;
•   For debt claim assets, when the person reasonably believes the claim will not be satisfied and has taken all reasonable steps to recover the
debt;
•   For debt claims owned by a financial institution, when the debt claim becomes bad as determined in accordance with the relevant standards
established by the Bank of Tanzania;
•   For a business asset, depreciable asset, or trading stock, immediately before the person begins to employ the asset in such a way that it
ceases to be an asset of any of those types;
•   In the case of an entity, where it has a change of ownership of 50% or more; and
•   In the case of a foreign currency debt claim, on the last day of the year.
Realising a liability includes:
•   Ceasing to owe the liability including transferred, satisfied, cancelled, released or expired;
•   Immediately before the person ceases to exist;
•   For foreign currency debt obligations, on the last day of each year of income;
•   In the case of an entity, where it has a change in ownership of 50% or more; and
•   In the case of a liability owed by a resident person, immediately before the person becomes non-resident.

Section 39

Section 40(2)

<< Previous | Next >>
© 2015 Deloitte & Touche. All rights reserved.

Customs and Excise

10.6.

10.7.

10.8.

Navigation
Burundi
Ethiopia
Kenya
Rwanda
Tanzania

11.

Income Tax

Value Added Tax

Assets transferred to an associate or for no consideration will be deemed to have been disposed of at market value. Relief may be available where
there is continuity of underlying ownership.

Section 44

A single instalment tax is payable immediately on realisation of land and buildings. The rate for resident persons is 10% and 20% for non-resident
persons. The instalment paid is claimable as a tax credit, though for resident individuals it can effectively be a final tax.

Section 90

The following are excluded from capital gains tax:
1. A private residence that one has owned continuously for three years or more and lived in continuously or intermittently for a total of three
years or more, and if the gain (sale price minus cost) is less than TShs 15 million.
2. Land that has been sold for less than TShs 10 million and that has been used for agricultural purposes for at least two (2) of the three (3)
years before sale.
3. Shares and securities listed on the Dar es Salaam Stock exchange where the shareholder owns less than 25% of the shares.
4. The beneficial interest of a beneficiary in a resident trust.
5. Sale of units from approved collective investment schemes.

Individual rates of tax are listed in Appendix 1.

11.2.

The income of a sole trader is taxed on the basis of presumptive income tax rates listed in Appendix 1.
An individual’s business falls under presumptive tax if income is exclusively from a source in Tanzania and does not exceed TShs 20,000,000 in a
year.

Uganda

Paragraph 2
First Schedule

Tax on the total income of a Resident and Non Resident company other than a company listed on the Dar es Salaam Stock Exchange is charged at
the corporate rate of 30%.

Paragraph 3(1) First
Schedule

• Tax on the income of newly listed companies on the Dar es Salaam Stock Exchange will be charged at the corporate tax rate of 25% for the
first three years of listing.

Paragraph 3(2) First
Schedule

• Tax on the income of companies listed on the Dar es Salaam Stock Exchange with at least 30% of its share capital issued to the public will be
charged at a reduced corporate income tax rate of 25%.

11.4.

Section 3

Rates of tax

11.1.

11.3.

Quick Tax Guide

Separate rates of withholding tax (listed in Appendix 3) apply to the income of persons.

Proposed in the
2009/10 budget
speech
Paragraph 4
First Schedule
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Personal reliefs

12.1.

A resident person (other than a partnership) may claim a foreign tax credit for a year of income for any foreign income tax paid by the person to
the extent to which it is paid with respect to the person’s taxable foreign income for the year of income.

12.2.

Section 77(1)

Foreign tax credits claimed are calculated separately for each year of income and shall not exceed the average rate of Tanzanian income tax of the
person for the year of income applied to the person’s taxable foreign income.
Section 77(2)

Navigation
13.

Burundi

Quick Tax Guide

Submission of returns

13.1.

Ethiopia

13.1.1.

Kenya

13.1.2.

General
Returns are required of a person’s total income for a year of income not later than six months after the end of the year of income by every
person. In the case of a corporation, returns must be certified by a certified public accountant in public practice (“CPA – PP”).

Section 91

Every person who is an instalment payer for a year of income shall file a provisional return with the Commissioner:
(a) In the case of a resident person who conducts agricultural business, by the end of September of the year of income; and
(b) In any other case, on or before the third month for the year of income.

Section 89

Rwanda
13.2.

Tanzania

13.2.1.

Uganda

13.2.2.

Return of income not required
For an individual:
•   Who has no income tax payable for the year of income;
•   Whose only income is from employment where the employer is required to withhold tax from payments made to the individual that are
included in calculating the individual’s income from the employment; or
•   Whose only income is from capital gains subject to instalment tax.
Where an individual has filed a return of income, the Commissioner may:
•   Accept such return and make assessment on the basis of the return; or
•   If the Commissioner has reasonable cause to believe that such return is not true and correct, determine, according to the best of his
judgment, the amount of the income of that individual and assess the tax accordingly.

Section 92

Section 94(4)
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Objections and appeals

14.1.

The final return of income is made by the taxpayer and thereafter the Commissioner makes an adjusted assessment. If no return has been filed, a
jeopardy assessment may be lodged based on the Commissioner’s best judgement.

14.2.

Within 30 days of date of service of an assessment, an objection to disputed income may be made in a formal letter of objection. Such an
objection will be invalid unless accompanied or preceded by a return of income together with all supporting documents. Date of service is the
date of an assessment.

Section 12(2) Tax
Revenue Appeals
Act, No. 15 of
2000

14.3.

The Commissioner may respond to an objection by:
a) Amending the assessment in accordance with the objection;
b) Amending the assessment in the light of the objection and any further evidence which has been received; or
c) Refusing to amend the assessment.

Section 13(1) Tax
Revenue Appeals
Act, Act No.15 of
2000

14.4.

In the case of (b) and (c) a taxpayer still disputing the original or amended assessment must appeal to the Appeal Board or Tribunal. The Appeal
Board or Tribunal is made up of laymen appointed by the Minister of Finance.

14.5.

Either party may appeal to the Court of Appeal against the decision of the Tribunal, but only on a question of law.

14.6.

One third of the amount assessed, or the tax not in dispute, whichever is the greater, is payable at the time the taxpayer lodges an objection to
any assessment raised by the Commissioner. Evidence of this payment must be furnished to the Tribunal before the case can be accepted by the
Tribunal.

Navigation
Burundi

Income Tax

Ethiopia
Kenya
Rwanda
Tanzania
Uganda

15.

Section 16
Section 4
Act No. 15 of 2000
Section 25 Act
No. 15 of 2000

Section 12 (7) Act
No. 15 of 2000

Payment of tax - tax on assessment

15.1.
15.1.1.

Instalment tax
Payment of instalment tax serves as an assessment to estimated tax. The tax is payable on or before the last day of the third, sixth, ninth and
twelfth months of the current year of income. The Commissioner may issue an instalment tax assessment in the event of failure to pay tax in time;
tax assessed is payable as specified by the Commissioner on service of notice of the assessment.

Section 88(2)
Section 89(8)
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The amount of instalment tax payable is calculated according to the following formula:
[A - C]
B
Where:
A is the estimated tax payable by the instalment payer for the year of income at the time of the instalment payment;
B is the number of instalments remaining for the year of income including the current instalment; and
C is the sum of any:

Navigation

(a) Income tax paid during the year of income, but prior to the due date for payment of the instalment, by the person by previous instalments;
(b) Income tax withheld under the withholding tax rules, but prior to the due date for payment of the instalment, from payments received by
the person that are included in calculating the person’s income for the year of income; and

Burundi
Ethiopia

15.1.3.

Kenya
15.1.4.

Rwanda
Tanzania

15.2.
15.2.1.

Uganda
15.3.

(c) Income tax paid to the Commissioner by the withholding agent or the withholdee during the year of income but prior to the due date for
payment of the instalment.

Section 88(3)

Where an instalment payer is a resident person who conducts agricultural business involving seasonal crops in the United Republic during a year
of income and conducts no other type of business during that year of income, the amount of the person’s first and second instalments for the
year of income shall be nil.

Section 88(5)

Adjustment to instalment tax payable is required where there are changes in the length of a company’s accounting period.

Self-assessment return
A completed final return constitutes a self-assessment for payment of the relevant tax and this tax is payable on the last working day of the sixth
month following the end of the year of income. The self-assessment return is also due on the last working day of the sixth month following the
end of the year of income.

Section 91

Final assessment

15.3.1.

An adjusted assessment can be issued by the Commissioner after he has examined the return and he is satisfied that all the taxes due have been
paid.

15.3.2.

An adjusted assessment can be issued within three years of the due date for filing the self-assessment return.
Where a return was deliberately not lodged, or fraud was involved, the time limit is waived.
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Payment of tax - withholding tax

16.1.
16.1.1.

Employment income
Employers are required to calculate and deduct tax from payments made to employees in respect of employment income. The PAYE rules set out
the manner in which this is to be done, and tax tables are issued on which the appropriate deductions should be based.

Navigation

16.1.2.

Under the PAYE rules all deductions made by an employer must be paid to the Domestic Revenue Department before the seventh day of the
month following the month in respect of which the deductions are made.

Burundi

16.1.3.

PAYE must be deducted on the value of all benefits in kind (including loans at favourable rates of interest) paid to an employee, in addition to that
calculated on the value of cash emoluments.

Ethiopia

16.1.4.

A low interest loan benefit was introduced effective 1 January 2005, and is applicable on loans advanced to staff at interest rates less than the
statutory rate. The applicable statutory interest rate on these loans in 2012 has been set at 12% per annum, compounding monthly. However this
benefit is not taxable if the loan is less than 12 months and the aggregate amount of the loan does and any similar loans does not exceed three
months basic salary.

Kenya
16.2.

Section 81

Section 27

Other withholding taxes on payments to resident persons

Rwanda
16.2.1.

Tanzania
Uganda

Withholding tax at the appropriate rate must be deducted from payments made to resident persons in respect of the following:
•   Dividend (including branch);
•   Dividend (company’s listed on DSE);
•   Interest;
•   Commuted pension;
•   Other pension;
•   Rent;
•   Royalty;
•   Service fee; and
•   Natural resource payment.

Section 82
Section 83
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Withholding taxes on payments to non-resident persons
Withholding tax must be deducted from payments made to non-resident persons in respect of the following:
•   Dividend (including branch);
•   Dividend (company’s listed on DSE);
•   Interest, except where interest is paid by strategic investors to foreign banks;
•   Commuted pension;
•   Other pension;
•   Rent;
•   Royalty;
•   Natural resource payment;
•   Insurance premium;
•   Service fee; and
•   International traffic business (Business of land, sea or air transport).
Other withholding tax shall not apply to:
•   Payments made by individuals unless made in conducting a business;
•   Interest paid to a resident financial institution;
•   Payments that are exempt amounts;
•   Rental charges paid to a non-resident by a person engaged in air transport business;
•   Rent paid to a resident person for the use of an asset other than land, aircraft or buildings; and
•   Fish transport for foreign freight.

Section 82
Section 83
Section 90

Second Schedule
Section 82
Section 83

16.4. Withholding tax on payments for goods supplied to resident corporations whose budget is wholly or substantially financed by the Government budget subvention
16.4.1.

16.5.
16.5.1.

Withholding tax at the rate of 2 percent on payments for all supplies of goods made to resident corporation whose budget is wholly or
substantially financed by the Government budget subvention.

Finance Act 2010

Rates of withholding tax
The current rates of withholding tax are listed in Appendix 3.

First Schedule
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Penalties

Penalties imposed by the Income Tax Act include the following:

17.1.

Navigation

17.2.

Burundi
17.3.

Ethiopia
Kenya
Rwanda

17.4.

17.5.

Tanzania
Uganda

17.6.

Failure to keep adequate books of accounts, file a provisional return or file a final return
The higher of 2.5% of the difference between the income tax payable and the amount of income tax paid by the start of the month or TShs
10,000 in the case of an individual or TShs 100,000 in the case of a corporation.

Section 98(1)

Failure by a withholding agent to file a return
The statutory rate applied to the amount of income tax required to be withheld during the month in whichthe failure relates or TShs 100,000
whichever is higher.

Section 98(2)

Penalty for making false or misleading statements
•   Where the omission or statement is made without reasonable excuse; 50% of the underpayment of tax.
•   Where the omission or statement is made knowingly or recklessly; 100% of the underpayment of tax.

Section 101

Penalty for aiding and abetting
A person who willfully or negligently aids, abets, counsels or induces another person to commit an offence shall be liable for a penalty equal to
100% of the tax underpaid.

Section 102

Interest on underestimated instalment tax
Interest shall be charged on the margin by which a taxpayer’s estimated instalment tax paid is less than 80% of the actual income tax payable for
the year of income. The interest payable is the statutory rate compounded monthly applied to the difference between the instalment tax paid and
the instalment tax that would have been payable.

Section 99

Interest for failure to pay tax
A person who fails to pay tax on the due date shall be liable for interest for each month or part of the month for which any of the tax is
outstanding calculated at the statutory rate, compounded monthly, applied to the amount outstanding at the start of the period.
For the purposes of calculating interest payable for failure to pay tax, neither the extension of time to file return granted under section 93 nor the
extension of time for payment of tax granted under section 79 (2) shall be applied.

Section 100
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Burundi
Ethiopia
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Kenya
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18.5.

Income Tax

Value Added Tax

Quick Tax Guide

Offences
Offence of failure to issue fiscal receipt or fiscal invoice by using electronic fiscal device.
A person who fails to issue a fiscal invoice or fiscal receipt using electronic fiscal device, commits an offence and is liable:
•   in the case of first time offender, to pay to the Commissioner, a penalty of 5 percent of the value of the manually receipted or un receipted
amount;
•   in the case of second time offender, to pay to the Commissioner, a penalty of 10 percent of the value of the manually receipted or un
receipted amount; and
•   in the case of third time offender or more, the penalty under section 104.

Section 80A

Offence of failure to comply with Act
Any person who fails to comply with a provision of this Act, commits an offence and shall be liable on summary conviction:
•   Where the failure results to an underpayment of tax exceeding TShs 500,000: to a fine of not less than TShs 100,000 and not more than
TShs 500,000.
•   In any other case, to a fine of not less than TShs 25,000 and not more than TShs 100,000.

Section 104

Offence of failure to pay tax
Any person who without reasonable excuse fails to pay tax on or before the due date shall be liable on summary conviction:
•   Where the failure is to pay tax in excess of TShs 500,000: to a fine of not less than TShs 250,000 and not more than TShs 1,000,000,
imprisonment for a term of not less than three months and not more than one year or both.
•   In any other case, to a fine of not less than TShs 50,000 and not more than TShs 250,000, imprisonment for a term of not less than one
month and not more than three months or both.

Section 105

Offence of making false or misleading statements
Where the omission or statement is made without reasonable excuse, the person shall be liable on conviction:
•   Where the failure is to pay tax in excess of TShs 500,000: to a fine of not less than TShs 250,000 and not more than TShs 1,000,000,
imprisonment for a term of not less than three months and not more than one year or both.
•   In any other case: to a fine of not less than TShs 50,000 and not more than TShs 250,000, imprisonment for a term of not less than one
month and not more than three months or both.
•   Where the omission or statement is made wilfully or negligently, the person shall be liable on conviction:
•   Where the failure is to pay tax in excess of TShs 500,000: to a fine of not less than TShs 500,000 and not more than TShs 2,000,000,
imprisonment for a term of not less than one year and not more than two years or both.
•   In any other case: to a fine of not less than TShs 100,000 and not more than TShs 500,000, imprisonment for a term of not less than six  
months and not more than one year or both.

Section 106

Offence of impending tax administration
Any person who without reasonable excuse impedes tax administration commits an offence and shall be liable on conviction to a fine of not less
than TShs 100,000 and not more than TShs 2,000,000, imprisonment for a term of not more than two years or both.

Section 107
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Offences by authorized and unauthorized persons
•• Any person who being an officer of the Tanzania Revenue Authority directly or indirectly asks for or takes in connection with any of
the officer’s duties any payment or reward that he is not lawfully entitled to receive.
•• Agrees to, or conceals any act or thing whereby the Government is or may be defrauded.
•• Any person not being an officer of the Tanzania Revenue Authority collects or attempts to collect an amount of tax payable under the Act
commits an offence and is liable on conviction to a fine of not less than TShs 500,000, imprisonment for a term not less than one year and
not more than three years or both.

Navigation
Burundi

Any person who breaches official secrecy commits an offence and is liable on summary conviction to a fine not exceeding TShs 1,000,000,
imprisonment for a term not exceeding one year or both.

18.7.

Section 108

Offence of aiding or abetting
Any person who wilfully or negligently aids, abets, conceals or induces another person to commit an offence, commits an offence and shall be
liable on conviction:

Ethiopia

•• Where the original offence involves false or misleading statements and the resultant underpayment of tax an amount exceeding TShs
500,000: a fine not less than TShs 500,000 and not more than TShs 2,000,000, imprisonment for a term not less than one year and not more
than two years or both.

Kenya

•• In any other case a fine not less than TShs 100,000 and not more than TShs 500,000; imprisonment for a term not less than six months and
not more than one year or both.

Section109

Rwanda
Tanzania
Uganda
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Appendix 1: Personal Taxes
Annual personal rates of tax
1 July 2010* Income (TShs)

Navigation
Burundi
Ethiopia

Tanzania

Cumulative Tax payable TShs

0 - 2,040,000

0

2,040,001 - 4,320,000

12

273,600

4,320,001 -

20

705,600

6,480,001 - 8,640,000

25

1,245,600

Over 8,640,000

30

Income tax rates for presumptive tax (sole trader) business
Sales turnover (TShs)

Tax payable where sufficient
records are kept to demonstrate
turnover band

Tax payable where records are
not kept to demonstrate turnover

0 - 3,000,000

0%

0%

3,000,001 - 7,500,000

TShs 100,000

4% of the turnover in excess of
TShs 4,000,000

7,500,001 - 11,500,000

TShs 424,000

TShs 140,000 plus 5% of the turnover
in excess of TShs 7,500,000

11,500,001-16,000,000

TShs 728,000

TShs 340,000 plus 6% of the turnover
in excess of TShs 11,500,000

16,000,001-20,000,000

TShs. 1,150,000

TShs 610,000 plus 7% of the turnover
in excess of TShs 16,000,000

Kenya
Rwanda

Rate %

Uganda
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Appendix 2
Taxable value of motor vehicle benefits
Motor cars
The taxable benefit is quantified using the following yearly table:

Navigation
Burundi

Engine size of vehicle

Vehicle less than 5 years old (TShs)

Vehicle more than 5 years old (TShs)

Not exceeding 1000 cc

250,000

125,000

Above 1000 cc but not exceeding 2000 cc

500,000

250,000

Above 2000 cc but not exceeding 3000 cc

1,000,000

500,000

Above 3000 cc

1,500,000

750,000

Ethiopia
Kenya
Rwanda
Tanzania
Uganda
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Appendix 3: Summary of tax rates – individuals
Resident

Navigation
Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda

Non-resident

Income
Tax

Withholding
Tax

Income
Tax

Withholding
Tax

Business/Trade

(1)

N/A

(1)

N/A

Employment/Services rendered

(1)

N/A (2)

(1)

N/A(2)

Entertainment & Sporting Fees

(1)

N/A

N/A

15%(3)

Royalties

(1)

15%

N/A

15%(3)

Rents

(1)

10%(3)

N/A

10%(3)

Equipment Hire

(1)

10%

N/A

15%(3)

Dividends

N/A

10%(3)

N/A

10%(3)

Dividends from a company listed on Dar es Salaam Stock Exchange

N/A

5%(3)

N/A

5%(3)

25% of shares or more

N/A

5%

N/A

10%

Interest from financial institutions

N/A

10%(3)

N/A

10%(3)

Interest other than from a financial institution

N/A

10%

N/A

10%(3)

Pension/Payment/Withdrawal

N/A

10%

15%(3)

Other pension

N/A

15%

15%(3)

Natural resource payment

15%

15%(3)

Service fee

5%

15%(3)

Business of land, sea or air transport operator or charterer

N/A

5%(5)

Management/Professional

Dividend to resident company controlling

Insurance commissions

(1)

N/A

N/A

5%(4)

(1) See Appendix 1 for scale rates.
(2) PAYE deduction is required from payments for employment. (3) Final tax.
(4) Relates to premiums paid in conducting a business.
(5) Where no part of the business is conducted through a permanent establishment of the person situated in Tanzania.
Withholding tax on transport does not apply to fish transport for foreign freight.
(6) Withholding tax does not apply to payments by individuals unless made in conducting a business.
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The Tanzania Value Added Tax Act

The Value Added Tax Act, Chapter 148, was enacted and assented to by His Excellency, The President of The United Republic of Tanzania on 21 October 1997.
The Act came into operation on the 1 July 1998 in Mainland Tanzania. Value Added Tax replaced Sales Tax.
These notes incorporate the amendments made to the Finance Act 2011 and include the proposed changes contained in the Budget speech 2012.

Navigation

Almost everyone in business needs to know about VAT. It will affect the amount you pay for your supplies and the amount you charge for your sales. The notes
provide a brief guide and are not a comprehensive summary of Tanzania Value Added Tax Law and practice.

2.

Basis of charge to tax

Burundi
2.1.

Ethiopia
Kenya
Rwanda

Value Added Tax is charged on the supply of goods and services in Mainland Tanzania and on the importation of goods and services from any place
outside Mainland Tanzania made on and after the first day of July 1998. Hence, VAT is charged on any supply of goods and services in Mainland
Tanzania where it is a taxable supply made by a taxable person in the course of or in furtherance of any business carried on by him.

Section 3
Section 4

2.2.

A taxable person is one who makes or intends to make taxable supplies while he is registered or required to be registered under the VAT Act, 1997.

2.3.

The VAT on a taxable supply of goods or services shall be payable by a taxable person at the end of a prescribed accounting period or at any time which
the Commissioner for VAT may prescribe. The VAT on the importation of taxable goods or services from any place outside Mainland Tanzania shall be
charged and payable in accordance with the VAT Act and the procedures applicable under the Customs Laws for imported goods shall apply in respect
of VAT imports.

Section 2
Section 4

Section 4

Tanzania
2.4.

Uganda

VAT is charged at the rate of 18% of the taxable value. However, the Minister responsible for Finance may vary the VAT rate from time to time under the
procedures contained in the Provisional Collection of Taxes and Duties Act, 1963.
The supply of goods or services listed in the First Schedule is zero-rated. Zero-rating a supply means that no VAT shall be charged on the supply but in all
other aspects, it is treated as a taxable supply.
Exempt supplies are listed in the Second Schedule of the Act. Output VAT is not chargeable on an exempt supply. Accordingly deduction or credit of
input tax is not allowable on purchases made in respect of exempt supplies.
The persons and organisations listed in the Third Schedule to the Act are entitled to relief from VAT within the prescribed limits and subject to the
procedures which may be determined by the Minister for Finance. The Minister may by order through publication in the Government Gazette, amend,
vary, add to or replace the third schedule.

Section 8
Section 9
Section 10
Section 11
First Schedule
Second Schedule
Third Schedule
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Registration
The Commissioner for VAT shall maintain a register in which he shall record such particulars of the taxable persons and their businesses.
An application for registration shall be made in the form prescribed in the VAT regulation vide Government Notice No. 176, published on 17 April 1998.
The application shall be lodged in any manner with the Commissioner for VAT within thirty days of the taxable person becoming liable to make the
application.

Section 19
Regulations

3.1.2.

Any person shall make an application for registration for the purposes of the Act to the Commissioner where the taxable turnover of such person
exceeds or is likely to exceed forty million shillings.

Section 19
Regulations

3.1.3.

Where the Commissioner is satisfied there is good reason to do so, on grounds of national economic interest for the protection of the revenue, he may
register any person, whether or not an application to be registered has been made, regardless of the taxable turnover of the person.

Navigation

Ethiopia

Value Added Tax

Registration and de-registration

3.1.

Burundi

Income Tax

3.1.4.

Rwanda
Tanzania

Section 19

A Certificate of Registration shall be issued by the Commissioner for VAT. The VAT Registration Certificate has the following particulars:
•  The name of the taxable person;
•  The taxable person’s principal place of business;
•  The date on which the registration takes effect;
•  The Taxpayer Identification Number (TIN); and
•  The VAT Registration Number (VRN).
A taxable person shall indicate his Taxpayer Identification Number (TIN), and his VAT Registration Number (VRN)
in any return, notice of appeal or other document used for the purpose of the VAT Act.

Uganda

3.1.5.

A taxable person shall display his certificate of registration in a conspicuous position at his principal place of business. The Commissioner shall provide on
request sufficient copies of the certificate of registration, clearly marked “copy” for a copy to be displayed at all premises which are part of the business
for which the taxable person is registered.

Section 20

The Registration of taxable persons carrying on a business through several divisions or branches may, if the body corporate so requests and the
Commissioner deems fit, be in the names of those divisions or branches.

Section 20
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Deregistration
The Commissioner may de-register any person who is no longer required to be registered on condition, among others, that all VAT due and payable is
immediately paid. Furthermore, VAT on closing stock-in-trade must be paid. Where a person ceases to be taxable, any goods, then part of the assets
of a business carried on by him shall be deemed to be supplied by him in the course or furtherance of his business immediately before he ceases to be
a taxable person. If, however, the VAT on the deemed supply does not exceed five thousand shillings, then VAT will not be payable. Another situation
under which VAT is not payable on cessation of business is when the business is transferred as a going concern to another taxable person.

Navigation

3.2.1.

Burundi
Ethiopia
Kenya
Rwanda
Tanzania

4.

A registered person is required to notify the Commissioner in writing within thirty days of the changes in his business activities. Changes or occurrences
are any of the following events:
(a) Cessation of making taxable supplies;
(b) The taxable turnover falls below the turnover prescribed under 3.1.2 above;
(c) A change in ownership of the business including change in the constitution of, or the terms governing the business;
(d) A change in the name or trading name of business or in the name or address of the owner or any of the owners of the business;
(e) A change of the business address;
(f) A change of or addition to business premises; or
(g) Any other major change in the nature, control or conduct of the business.

Section 23
Regulations

Record keeping

4.1.
4.1.1.

General
A taxable person shall record each supply made and account for tax on it at the time of supply. Records relating to the business must be kept and
retained for five years or a longer period which the Commissioner may require in writing. However, a taxable person who fails to keep any records
required by or under the VAT Act, or who fails to retain them for the time so required, commits an offence and upon conviction is liable to a fine not
exceeding five hundred thousand shillings or to imprisonment for a term not exceeding six months or to both.

Section 24
Section 25

Uganda
4.1.2.

Every taxable person shall keep the following records of the business activities:
(a) A VAT account, recording for each prescribed accounting period total VAT on outputs and inputs together with the net difference to be paid to or
reclaimed from the Commissioner;
(b) A record of each supply made related to the appropriate tax invoice or any other invoice;
(c) A record of the value of each supply made excluding VAT, together with the VAT charged on each supply; (d) A record of each supply received
related to the appropriate tax invoice, any other invoice or important documents;
(e) A record of the value of each supply received excluding VAT and the VAT charged;
(f) A record of the total VAT recorded in (c) and (e) above, for each prescribed accounting period;
(g) A record of each payment made or received showing the date, amount and the person making or receiving the payment; and
(h) A record of all goods appropriated or taken into personal use or into the use of others, the date of appropriation or taking into use, the
description of the goods, the value of goods excluding VAT and the VAT calculated on the goods.
For each prescribed accounting period the totals of VAT in items (c), (e) and (h) above, shall be transferred to the VAT account kept in accordance with
item (a) above.

Regulations
Section 25
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Tax Returns
Every taxable person shall, in respect of each prescribed accounting period, lodge with the Commissioner, a tax return, in a form approved by the
Commissioner containing any information which the form requires in relation to the supply by and to him of goods or services, the importation of goods,
tax deductions or credits and any other matter concerning his business.
The prescribed accounting for a taxable person is the calendar month containing the effective date of registration and each calendar month after that,
unless the Commissioner, by notice in writing, determines another prescribed accounting period for the taxable person.

Navigation
Burundi

Income Tax

The return shall be lodged by the last working day of the month after the end of the prescribed accounting period to which it relates, or within such
other time as the Commissioner may in a particular case determine by notice in writing.

4.2.2.

Section 26

Ethiopia

A taxable person who fails to submit a return or to pay tax within the time allowed under the VAT Act, shall pay
a penalty of fifty thousand shillings or one per centum of the value of the tax involved in respect of the prescribed accounting period covered by the
return, whichever is the greater and a further penalty of one hundred thousand shillings or two per centum of the tax shown as payable in respect of the
prescribed accounting period covered by the return, whichever is the greater, shall be payable for each month or part month thereafter.

Kenya

The penalty for late submission of the VAT returns is payable immediately on receipt of a notice in writing issued by the Commissioner. The penalty is in
addition to the interest charged for late payment of VAT.

Rwanda

4.3.
4.3.1.

Tanzania
Uganda

4.3.2.

Section 27

Tax Invoice
The VAT Act requires that a tax invoice be issued for goods or services supplied to another taxable person and a receipt or similar document is supplied
to a non-registered person. A taxable person who fails to issue a tax invoice commits an offence and upon conviction is liable to a fine not exceeding
five hundred thousand shillings or to a term of imprisonment not exceeding twelve months, or to both.
A registered taxable person shall issue a tax invoice in respect of any taxable supply at the time of supply or not later than fourteen days after the time of
supply:
(a) To a customer who is a taxable person in respect of any taxable supply of goods or services to that customer;
or
(b) Upon request by a customer who is not a taxable person.

Section 29

Regulations
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Navigation
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A tax invoice for the supply of goods or services shall prominently bear the words “Tax Invoice” on its face and it shall include the following particulars:
(a) The taxable person’s name, address, TIN and VAT registration number;
(b) The date of supply;
(c) The number of the invoice taken from a consecutive series;
(d) The customer’s name, address, TIN and his VAT registration number;
(e) A description sufficient to identify the goods or services supplied which includes the quantity of goods or the extent of services supplied, tax
exclusive
price for each description of goods or services supplied, rate of tax; and
(f) The rate of any discount.
Furthermore, a tax invoice shall indicate: (i) the total charge exclusive of tax; (ii) the total tax charged; and (iii) the total charge inclusive of tax.

Burundi

4.3.4.

Ethiopia

Rwanda
Tanzania
Uganda

5.

Regulations

A registered taxable person who has issued a tax invoice in respect of a taxable supply shall issue a credit note if any of the following events occurs:
(a) The supply is cancelled;
(b) The goods are returned to the registered taxable person; or
(c) The value of the supply is reduced.
The credit note shall contain the following:
(a) The particulars prescribed for tax invoices;
(b) The amount of credit; and
(c) A statement of the reason for credit.

Kenya

Quick Tax Guide

Regulations

Output tax

5.1.

General

5.1.1.

Output tax means tax that is due on taxable supplies.

5.1.2.

VAT as stated in paragraph 2.1 above, is charged where:
•  There is a supply of goods or services in Mainland Tanzania or an importation of goods or services into Tanzania;
•  The supply is a taxable supply;
•  The supply is made by a taxable person; and
•  The supply is made or provided in the course of or in furtherance of any business carried on by him.

Section 4
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Ethiopia
Kenya
Rwanda

5.1.5.

5.2.
5.2.1.

Tanzania
Uganda

Income Tax

Value Added Tax

Quick Tax Guide

“Taxable Supplies” means any supply of goods or services made by a taxable person in the course of or in furtherance of his business after the
introduction of the VAT and taxable supplies includes the following:
(a) The leasing or letting of goods on hire;
(b) The appropriation of goods for personal use or consumption by the taxable person or by any other person;
(c) Barter trade and exchange of goods;
(d) The supply of any form of power, heat or ventilation;
(e) Where a person produces goods by processing or treating the goods of another person the supply shall be regarded as supply of goods; and
(f) Anything which is not a supply of goods but it done for a consideration, including the granting, assignment or surrender of all or profit of any
right is a supply of services.

Section 5(6)(b)

Where goods are neither supplied by a person to another person nor incorporated in other goods produced in the course of the business of the first
person, but are used by that person for the purpose of furtherance of his business, the goods are regarded for the purposes of the VAT Act, as being
supplied to him for the purpose of the business.

Section 5(6)(a)

Where a person in the course of his business does anything for the purpose of furtherance of his business which is not a supply of services but, if done
for a consideration, would be a supply of services. The goods or services are regarded for the purposes of this Act as being both supplied to him for the
purpose of the business and supplied by him in the course of that business.

Section 5(b)

Time of supply
Tax becomes due and payable at the earliest of the following events:
(a) Goods are removed from the premises owned or controlled by the supplier to the person to whom they are supplied;
(b) A tax invoice is issued in respect of the supply;
(c) Payment is received for all or part of the supply; or
(d) Service is rendered or performed.

Section 6

5.2.2.

Tax is also due and payable on part supply on which a tax invoice or part payment has been received.

Section 6(2)

5.2.3.

Where supplies are measured by meter, the time of supply shall be the date of the first meter reading following the introduction of VAT and subsequently
at the time of each meter reading, except to the extent that a tax invoice is issued or payment is made in respect of the supply.

Section 6(3)

VAT on imported goods shall be charged and payable at the time customs duties taxes and levies are payable in accordance with the Customs Laws,
unless prescribed otherwise in the regulations made by the Minister.

Section 6(4)

5.2.4.
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5.4.
5.4.1.
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Place of Supply
(a) Goods shall be regarded as supplied in Mainland Tanzania if their supply does not involve their removal from or to Mainland Tanzania;
(b) Goods shall be regarded as supplied in Mainland Tanzania if their supply involves their installation or assembly at a place in Mainland Tanzania to
which they are removed; and
(c) Goods shall be regarded as supplied outside Mainland Tanzania if their supply involves their installation or assembly at a place outside Mainland
Tanzania to which they are removed.

Section 7(2)

Where goods, in the course of their removal from a place in Mainland Tanzania to another place in Mainland Tanzania, leave and re-enter Mainland
Tanzania, the removal shall not be regarded as a removal from Mainland Tanzania.

Section 7(3)

Services shall be regarded as supplied in Mainland Tanzania if the supplier of the services:
(a) Has a place of business in Mainland Tanzania and no place of business elsewhere;
(b) Has no place of business in Mainland Tanzania or elsewhere but his usual place of residence is in Mainland Tanzania; or
(c) Has places of business in Mainland Tanzania and elsewhere but the place of business most concerned with the supply of the services is the place of
business in Mainland Tanzania.

Section 7(4)

The Minister may, by order published in the Gazette and after consultation with the Authority, in relation to goods and services generally or in specific
goods or services, vary the rules for determining where a supply of such goods and services is made.

Section 7(5)

Taxable Value
The charge for VAT is determined by the value attributable to the supply of goods or services and the general rule for determining the value of a supply is
as follows:
(a) Where a supply is for a monetary consideration the amount of the consideration excluding the VAT;
(b) Where the supply is not for a monetary consideration, or is only partly for such a consideration, the open market value excluding the VAT; or
(c) Where the supply is not the only matter to which a consideration in monetary terms relates, the supply shall be deemed to be for such part of the
consideration as is properly attributed to it.

Section 13(1)

Open Market
The term ‘open market’ referred to in 5.4.1 (b) above, means the value that such goods or services would fetch in the ordinary course of business
between the supplier and recipient dealing at arms-length or any other person concerned in the transaction completely independent of each other. The
open market transaction will have the following assumptions:
(a) That the supply shall be treated as having been delivered to the recipient at the supplier’s place of business; (b) That the recipient will bear freight,
insurance and other costs, charges and expenses incidental to the supply and the delivery of the goods to him;
(c) That the supplier will bear any duty or tax chargeable in Mainland Tanzania other than the tax payable under the VAT Act; and
(d) That the value covers the right to use the patent, design or trademark in respect of the supply.

Section 13(2)
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Independent Supplier and Recipient
A supply in the open market between a supplier and a recipient independent of each other pre-supposes the following:
(a) That the value is the sole consideration,
(b) That the value is not influenced by any commercial, financial or other relationship, whether by contract or otherwise, between the supplier or any
person associated in any business with him and the recipient, or any person associated in any business with him (other than the relationship
created by the transaction of the supply in question); and
(c) That no part of the proceeds of any subsequent re-supply, use or disposal of the goods will accrue, either directly or indirectly, to the supplier or
any person associated in any business with him.

Section 13(3)

The taxable value for prepaid airtime mobile phone voucher shall be the face value of the voucher plus any premium paid.

Section 13(4)

Persons Deemed Associated in Business
Two persons shall be deemed to be associated in business with one another if directly or indirectly, either of them has any interest in any business or
property of the other, or both have a common interest in any business or property or some other third person has an interest in any business or property
of both of them.

Section 13(5)

Commissioner to determine the taxable supply
Where in the opinion of the Commissioner, by reason of any fraudulent act or omission of any importer, supplier or a recipient the taxable value of
any supply is not the same as the taxable value of a similar supply, the Commissioner may, if he considers it reasonable to do so, assess the taxable
value of the supply in accordance with such principles or appoint an independent professional valuer to carry out such assessment as he may consider
reasonable.

Section 13(5)

Ethiopia
5.4.5.

Kenya
Rwanda
5.4.6.

Tanzania

Taxable Value of imported goods or services
The taxable value of imported goods shall be the “value” declared and determined in accordance with the provisions of Customs Laws, taking into
account the import duty, the excise duty and any other tax or levy payable on the goods excluding VAT.

Section 14

Uganda

<< Previous | Next >>
© 2015 Deloitte & Touche. All rights reserved.

Customs and Excise

6.

6.1.1.

6.2.

General
Input Tax is the amount of any tax which is payable in respect of the supply of goods or services supplied to a taxable person and the amount of any tax
paid by a taxable person on the importation of goods and services, during a prescribed accounting period.

Section 16(1)

Credit for Input tax

Section 16(1)

Input tax shall not be deducted, credited or claimed unless the taxable person, at the time of lodging the return in which the deduction or credit is
claimed, is in possession of a tax invoice or other evidence satisfactory to the Commissioner, relating to the goods or services in respect of which the
tax is claimed or, in the case of imported goods such documentary evidence of the payment of tax as the Commissioner may prescribe; and a person
claiming input tax in contravention of this law shall, unless he satisfies the court to the contrary, be deemed to have taken steps for the fraudulent
recovery of tax.

Section 16(1)

Where a taxable person in Mainland Tanzania pays tax to a taxable person in Tanzania Zanzibar in respect of any taxable supply pursuant to the law for
the time being in force in Tanzania Zanzibar and then imports the taxable supply into Mainland Tanzania, the tax paid by him in Tanzania Zanzibar in
respect of those supplies shall be credited as input tax.

Section 16(2)

Subject to the limitations prescribed under the Act and regulations, the input tax that may be deducted by, or credited to, a taxable person shall be:
(a) The whole of that tax, if all the supplies effected by him in the course of his business are taxable; or
(b) Any proportion of that tax as, in accordance with regulations made by the Minister is attributable to taxable supplies; where some but not all of
the supplies effected by him in the course of his business are taxable.

Section 16(3)

6.2.4.

Input tax may not be deducted or credited after a period of one year from the date of the relevant tax invoice.

Section 16(5)

6.2.5.

Tax paid prior to registration
Where a person not registered for the purposes of VAT, imports any goods or services, and that person becomes subsequently registered, he may claim
input tax credit or deduction in respect of those goods or services.
The claim of input tax credit or deduction can only be done on the following conditions:
(a) The goods were in the ownership and possession of that person on the date of registration and such goods were received not more than six
months prior to the registration; or
(b) The services were received not more than six months prior to registration.

6.2.1.

Kenya
Rwanda

Quick Tax Guide

At the end of each tax period, a registered person is required to submit a return in which he deducts the input tax for the period from the output tax.
Where the output tax exceeds the input tax the difference is paid tothe Commissioner for VAT. Where the input tax exceeds the output tax the difference
is either deducted from the taxable person’s tax liability or otherwise credited to him in respect of that prescribed accounting period or a later prescribed
accounting period.

Burundi
Ethiopia

Value Added Tax

Input tax

6.1.

Navigation

Income Tax

6.2.2.

Tanzania
6.2.3.

Uganda

Regulations
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6.2.7.

Navigation
Burundi

6.2.8.

Ethiopia
Kenya
Rwanda

Income Tax

Value Added Tax

Tax paid after cancellation of registration
Where services are supplied to a person who was previously registered under the Act, and those supplies are made for purposes directly connected with
the reason his registration was cancelled, that person may claim repayment of the input tax in respect of those services if the services were received
within six months of the cancellation of the registration. The claimant shall retain and produce all records, invoices, accounts and any other information
prescribed in the Act.

Regulations

Claim of input tax paid in Zanzibar
Any claim of input tax by a taxable person in Mainland Tanzania for supplies purchased from a taxable person in Tanzania Zanzibar shall in addition to
the tax invoice issued by the supplier be supported by a transfer form duly completed by the claimant and authenticated by the Zanzibar Treasury that
the goods have actually been exported to Mainland Tanzania.

Regulations

The amount of input tax to be claimed as a deduction or credit in the prescribed accounting
period where the supplies effected by a registered person comprise both taxable and exempt
supplies, is arrived as follows:
Deductible Input Tax = Value of Taxable Supplies
x Total Input Tax
Value of Total Supplies

6.2.9.

Quick Tax Guide

Regulations

The second method of claiming deduction or credit in a situation where a taxable person deals in both exempt and taxable supplies is to determine
the amount of tax attributable to taxable
supplies:
Step 1: Divide input tax for the prescribed accounting period into categories, namely:

Tanzania

(a) Category “A” - Input tax that is directly attributable to taxable supplies;
(b) Category “B” - Input tax that is directly attributable to exempt supplies; and
(c) Category “C” - Input tax incurred for the purposes of the business but is not directly attributable either to taxable or exempt supplies.

Uganda

Step 2: Calculate the proportion of taxable sales to total sales.
Thus:

Taxable sales
Total sales

Step 3: Multiply the amount obtained in Step 2 by the amount obtained in Category “C” in Step 1.
Thus:

Taxable sales
xC
Total sales

The amount which may be claimed as deduction or credit for the prescribed accounting period is the amount obtained in Step 3 together with
the amount of input tax in Category ‘A’ in Step 1.
Thus: Deductions or Credit = A + Taxable sales x C
Total sales
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Input tax on motor cars
Any input tax charged on the supply to, or importation by, a taxable person of a motor car shall be excluded from any claim, deduction or credit made
under the Act.

6.3.1.

However, input tax is allowed on the following vehicles:
(i) A vehicle capable of accommodating only one person;
(ii) A vehicle constructed or adapted for carrying twelve or more persons; (iii) A vehicle of not less than three tons unladened weight; or
(iv) A vehicle constructed for a special purpose other than the carriage of persons and having no accommodation for carrying persons other than
such as is incidental to that purposes.

6.3.2.

Furthermore, input tax is allowed on the following:
(i) Supply of a motor car by way of letting or hire; and
(ii) Importation or supply of motor car for the purposes of resale by a motor dealer

Navigation
Burundi
Ethiopia

For avoidance of doubts, where a motor car is resold otherwise than at a profit, such resale shall not constitute a supply of goods for the purposes of the
Act.

Regulations

Kenya
6.4.

Rwanda

6.4.1.

Any tax incurred by a taxable person on the following business entertainment shall be excluded from any claim, deduction or credit made under the Act:
(a) The provision to a customer or prospective customer, of any form of food, beverages, tobacco, accommodation, amusement, recreation,
transportation or hospitality; and
(b) The provision to an employee, of any form of alcoholic beverage, tobacco, amusement, recreation or hospitality.

6.4.2.

However, input tax is allowed on the following business entertainment:
(a) Entertainment in relation to the ordinary course of business which continuously or regularly supplies entertainment for a consideration; or
(b) Entertainment in relation to the provision to an employee of food, non alcoholic beverage, accommodation or transportation for use wholly and
exclusively for the purposes of the employer’s business.

Tanzania
Uganda

Input tax on business entertainment

Regulations
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Zero-rated, exempt supplies and special reliefs

7.1.

Navigation

Income Tax

Zero-rated

7.1.1.

Zero-rated supplies are supplies for which tax is charged at zero percent but in all respects they are treated as taxable supplies

7.1.2.

Notwithstanding the NIL rate of tax, the value of zero-rated supplies is taken into the computation of the threshold turnover to determine whether the
supplier is a taxable person who is required to be registered under the Act.

7.1.3.

A taxable person supplying only zero-rated goods or services is entitled to repayment of input tax suffered.

Section 9(2)

Burundi
7.2.

Ethiopia
Kenya

7.2.1.

Uganda

A supply of goods or services is an exempt supply if it is of a description specified in the Second Schedule of the Act. VAT is not chargeable on an exempt
supply, and deduction or credit of input tax is not allowable on purchases made in respect of the exempt supply.

7.2.2.

The implication of exempt supplies is that the VAT regime does not apply to persons who supply exempt supplies.
A supplier of exempt goods or services cannot obtain registration for VAT and the value of exempt supplies will be disregarded in the calculation of the
threshold turnover required for registration. Consequently, a supplier of exempt supplies absorbs any VAT suffered (input VAT) and he cannot pass it over
(charge VAT) to his own customers.

7.2.3.

The Finance Act 2013 provided for VAT exemption on importation by, or supply to, a local textile manufacturer, of
exclusively used in the manufacturing of textile by using locally grown cotton

Rwanda
Tanzania

Exempt Supplies

7.3.
7.3.1.

Section 10

goods or services which are

Special relief
The supply of goods is a special relief supply if it is of a description specified in the 3rd Schedule of the VAT Act and if it is supplied to persons and
organisations listed in the 3rd Schedule.
Special relief supplies qualify as taxable supplies but attract VAT at a reduced rate of 10%.

7.3.2.

A taxable person supplying (only) special relief goods or services is entitled to repayment of input tax suffered.

Section 11(1)

The relief granted ceases to have effect and the VAT becomes due and payable as if the relief had not been granted if the goods are transferred, sold or
otherwise disposed of to another person who is not entitled to enjoy the special relief privileges.

Section 11(2)
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Collection, recovery and enforcement of tax

8.1.

Collection of Tax
Tax is collected through the monthly submission of returns which are lodged along with cheques. As described in paragraph 4.2.1 above, the return is
lodged with the Commissioner on or before the last working day of the month following the end of the prescribed accounting period to which it relates.

Navigation

8.2.
8.2.1.

Burundi
Ethiopia

8.2.2.

Kenya
Rwanda

Recovery of tax
Recovery of tax by suit
Any tax or interest or penalty payable under the Act may be recovered as a civil debt in the court of a Resident Magistrate at the instance of the
Commissioner-General.

Section 31

Recovery of tax by attachment of debts
Where any tax or interest due from a taxable person remains unpaid, the Commissioner may, by notice in writing, require any other person to pay that
money in settlement of the debt. The third party must be a person:
(a) From whom any money is due, or is accruing or may become due, to the taxable person; or
(b) Who holds or may subsequently hold, money on account of some person for or on account of, or for payment to, the taxable person; or
(c) Having authority from any person to pay money to the taxable person.
Upon service of the notice, the money necessary to discharge the tax and interest becomes a debt due to
the Tanzania Revenue Authority and shall be recovered at the suit of the Commissioner-General in any Court of a Resident Magistrate.

Tanzania
Uganda

Section 26

8.2.3.

A person on whom a notice under this provision has been served and who fails to comply with the notice commits an offence and upon conviction is
liable to a fine not exceeding one hundred thousand shillings or ten percent of the amount demanded by the notice, whichever is the greater.

Section 32

Requirement to make early payment
The Commissioner may, by notice in writing, require a taxable person to pay any tax and interest before the due date if he has reason to believe that
the tax or interest may not be paid within the time allowed by reason of any loss, transfer or disposition of the taxable person’s assets. When the
Commissioner evokes this provision, the time allowed by, or under the Act for payment of tax and interest will be deemed to have expired.

Section 33
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Navigation
Burundi
Ethiopia
Kenya
Rwanda
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8.3.
8.3.1.

8.3.2.

Income Tax
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Recovery of debts by distress
The Commissioner may through an authorized officer levy a warrant of distress upon the goods and chattels of a taxable person to recover tax and
interest that has become recoverable after any of the following events:
(a) After an appeal and any tax or interest due from a taxable person remains unpaid; or
(b) A taxable person fails to appeal to Appeals Tribunal within ten days after the Commissioner notifies him of the tax or interest due from him; or
(c) A taxable person refuses without any cause to pay the tax assessed by the Commissioner.

Section 34(1)

The officer executing the warrant may, with the assistance of a police officer or any other assistants who he may consider necessary, at any time
between sunrise and sunset, break open any premises of the taxable person.

Section 34(2)

The goods and chattels on which distress has been levied under the Act, shall be kept for ten days either at the premises at which distress was levied or
at any other place as the officer executing the warrant may consider appropriate, at the cost of the taxable person.

Section 34(3)

If the taxable person does not pay the amount due under the Act, together with the costs within the period of ten days mentioned above, the goods
and chattels shall be sold by public auction.

Section 34(4)

The proceeds of sale shall be applied toward payment of those costs and any further costs of or incidental to the sale and the surplus, if any, shall be
applied towards payment of the amount due and the balance, if any, shall be paid to the taxable person after deduction of any further tax or interest by
then due from him.

Section 34(5)

A taxable person on whose goods and chattels, distress has been levied or is to be levied, or any other person who fraudulently removes and takes away
any such goods and chattels to prevent the Commissioner from recovering them or completing the distress so levied, or assists in the same, commits
an offence and upon conviction is liable to a fine not exceeding two hundred thousand shillings or three times the value of the goods taken away,
whichever is the greater or imprisonment for a term not less than three months but not exceeding twelve months; or to both the fine and imprisonment.

Section 34(6

Enforcement of tax
When the Commissioner believes there is a risk to the revenue he may, as a condition of allowing or repaying input tax, require a taxable person to
produce any documents relating to the input tax that were supplied to the taxable person; or to give security or further security of such amount and kind
which the Commissioner may determine before allowing any deduction or repayment of the input tax

Section 35(1)

Where submission of the documents for verification or furnishing of a security or further security is required, the Commissioner-General shall remit the
amount within thirty days from the date when the documents were submitted or a security or further security was furnished.

Section 35(2)
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Where an authorised officer has reason to believe that it is necessary to do so for the protection of the revenue, he may take, from goods in the
possession of any person who supplies goods or services such samples as may be reasonably necessary to determine how the goods or the materials
from which they are made ought to be or have been dealt with for taxation purposes.

Section 36(1)

No sample shall be taken under the Act, without the issue by an authorised officer of a receipt to the person from whom it was taken. And every sample
shall be disposed of and accounted for in the manner which the Commissioner may direct.

Section 36(2)

Where a sample taken under the Act is not returned, within a reasonable time and in the same condition as when sampled, to the person from whom
it was taken, the Commissioner shall refund to him by way of compensation a sum equal to the cost of the sample to him or any larger sum which the
Commissioner may determine.

Section 36(3)

Furnishing of Information and production of documents
The Commissioner may require every person who is concerned in the supply or importation of goods and services, to furnish any information or produce
any documents to the Commissioner for examination.

Section 37(1)

Ethiopia

The documents relating to the supply of goods or services or to the importation of goods shall be taken to include any Profit and Loss Account, and
Balance Sheet or any book of account and any correspondence or other writing relating to the business.

Section 37(3)

Kenya

Where any information or document is electronically stored, the authorised officer shall be empowered:
(a) To view the information or document and to copy or take extracts from it by electronic means; or
(b) To require that it be reproduced in hard copy or copied on to computer diskette or reduce to some other portable form suitable for removal and
capable of reproducing the information or document for viewing.

Section 37(7)

Access to official information
A public officer may be required by the Commissioner:
(a) To permit an authorised officer to examine all registers, books, accounts, documents, or records in the possession or control of public officer and
to take any notes and extracts which may be considered necessary by the Commissioner; and
(b) To supply any information to the authorised officer.

Section 38

Navigation
Burundi

8.3.4.

Rwanda
8.3.5.

Tanzania
Uganda
8.3.6.

Power to enter, inspect, etc.
An authorised officer may, at any reasonable time, enter any premises which he has reason to believe are used for or in connection with the carrying on
of a business, including any premises used only for the storage of goods or documents, and shall have full and free access in it to open any packaging,
take stock of any goods and do all such things as are reasonably necessary for the performance of his duties.

Section 39(1)

An authorised officer may seal off, lock up or in any other physical manner prevent access to any premises for the purpose of the exercise of any power
under the Act or for the safeguarding of evidence from being tampered with.

Section 39(4)
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Refund of tax

9.1.

Navigation

Income Tax

9.2.

The Commissioner-General shall refund tax to the taxable person where in respect of a particular prescribed accounting period, a taxable person’s
allowable credits exceed the tax on supplies he has made for the period, provided that any repayment claim lodged covering the period beyond three
years from the date of its lodgement shall not be remitted. The refund of tax shall be made within thirty days after the earliest of the following events:
(a) The due date for lodging of the return for the last prescribed accounting period in the half year; or
(b) Receipt of the last outstanding tax return due for any prescribed accounting period falling within that half year.

Section 17(2)

A taxable person may apply to the Commissioner for refunds to be made on a monthly basis where a taxable person submits returns for prescribed
accounting periods which regularly results in excess credits. The term “regularly results in excess credit” means that over six month period the total input
tax credit for the prescribed accounting periods exceeds the total tax charged and paid on supplies.

Section 17(3)
Section 17(8)

Refund of tax shall be made within thirty days where the Commissioner-General has approved the refund of tax on a monthly basis after the later of the
following events:
(a) The due date for lodging the return for the prescribed accounting period, or
(b) The date of receipt of the return.

Section 17(4)

Before making repayment under the Act the Commissioner-General shall reduce the amount of repayment by any sum owing to the Authority by the
taxable person and the Commissioner-General shall inform the taxable person in writing accordingly.

Section 17(6)

Burundi
9.3.

Ethiopia
Kenya
Rwanda
Tanzania
Uganda

9.4.

9.5.

10.

No refund in respect of any claim shall be approved unless it is supported by a Certificate of Genuineness issued by an auditor who has been registered
by the National Board of Auditors and Accountants and who is also a tax consultant registered with the Tanzania Revenue Authority.

Offences and penalties

10.1.
10.1.1.

10.1.2.

10.1.3.

General
A fine not exceeding two hundred thousand shillings or imprisonment for a term not less than two months but not exceeding twelve months or to both
will be imposed upon conviction after the commission of the following offences by any person:
(a) Being required to apply for registration under the act, fails to do so within thirty days after becoming liable to apply;
(b) Contravenes any term or condition of his registration; or
(c) Holds himself out as being a taxable person when he is not.

Section 44(1)

Interest on overdue tax shall be charged at the commercial bank lending rate of the Central Bank together with a further five per centum per annum.
This is in addition to the penalty stated in 10.1.1 above for failure to apply for registration.

Section 44(2)

A taxable person who fails to notify the Commissioner of any change in business circumstances within thirty days of becoming liable to do so commits
an offence and upon conviction is liable to a fine not exceeding one hundred thousand shillings.

Section 44(3)
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Failure to pay tax or lodge return
Any taxable person who fails to submit a return or pay tax by the due date commits an offence and upon conviction is liable to pay a fine not exceeding
five hundred thousand shillings or to imprisonment for a term not less than two months but not more than twelve months or to both.

10.3.

Navigation
Burundi
Ethiopia

False returns and statement
Any person who purports to comply with the Act, knowingly makes a return or other declaration, furnishes any document or information or makes
any statement whether in writing or otherwise, that is false in any material particular, commits an offence and upon conviction is liable to a fine not
exceeding five hundred thousand shillings or to imprisonment for a term not less than three months but not exceeding two years or to both.

10.4.
10.4.1.

Section 45

Section 46

Fraudulent evasion or recovery
Any person who is involved in fraud, or takes steps with a view to fraudulently evade tax or with a view to fraudulently recover tax, commits an offence
and upon conviction shall pay the tax which would have been paid had the offence not been committed and in addition shall pay a fine of a minimum
of two million shillings or twice the value of tax evaded whichever is higher or imprisonment of two years or both fine and imprisonment.

Section 47(1)

An offence is committed by any person who deals in or accepts the supply or importation of any goods, or the supply of any services, and having reason
to believe that the proper tax has not been or will not be paid or that any deduction or credit has been or will falsely be claimed in relation to it. Upon
conviction by a court of law, that offender is liable to a fine not exceeding one million shillings or six times the amount of the tax evaded; whichever is
greater or to imprisonment for a term not less than six months but not exceeding three years or to both.

Section 47(2)

10.4.3.

The court on conviction, may order the forfeiture of the goods which are the subject of an offence under the Act.

Section 47(3)

10.4.4.

Publications of names of offenders
(1) The Commissioner may publish a notice in the Government Gazette or any other circulating news papers circulating in Tanzania, a list of persons
who have been convicted of any offence in terms of:
(a) Section 45, 46 and 47 of the Act; and
(b) The common law, where the criminal conduct corresponds materially with an offence referred to in paragraph (a). The notice may only be
published after any appeal or review proceedings relating thereto have been completed or have not been instituted within the required
period.
(2) Every such list may specify:
(a) The name and address of the offender;
(b) Such particulars of the offence as the Commissioner may think fit;
(c) Tax period during which the offence occurred;
(d) The amount of tax involved; and
(e) The particulars of the fine or sentence imposed.

Kenya
10.4.2.

Rwanda
Tanzania
Uganda

Section 48
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Detention of goods
Where there is reason to believe that VAT has been fraudulently evaded or claimed or deducted, the goods concerned may be taken from the possession
of any person involved in the suspected offence and detained by the Commissioner pending the outcome of his inquiries or the completion of offence
proceedings. A receipt listing any item detained shall be issued to the taxable person.
However, the person from whom the goods are taken may appeal against the detention or continuing detention to the Tax Appends Tribunal.

Navigation

10.5.

Section 50

Offences by body Corporate
Where any offence under the Act or any regulations made under the Act, has been committed by a body of persons, whether corporate or
unincorporate, any person who, at the time of the commission of the offence, was concerned with the management of the affairs of the body of
persons as director, partner, agent or an officer, shall be guilty of the offence.

Burundi
10.6.

Section 51

Compounding of offences

Ethiopia
10.6.1.

Kenya
Rwanda
Tanzania
Uganda

10.6.2.

10.6.3.

If a person alleged to have committed an offence under the Act, agrees in writing to pay a fine determined by the Commissioner which does not exceed
the maximum fine provided by the Act for the offence, the Commissioner may compound the offence and impose the fine, provided that, if criminal
proceedings have been instituted against the alleged offender for such offence, the power conferred by the Act, shall not be exercised without the
written consent of the Director of Public Prosecutions.

Section 49(1)

A person accepting a fine shall be provided by the Commissioner with a certificate setting out the nature of the offence, the date or period of its
occurrence, the fine paid, and any conditions to the compounding agreement.

Section 49(2)

If the fine imposed under the compounding of offences procedure, is not paid on demand the Commissioner may institute court proceedings or may
take steps for recovery of the fine in any manner permitted by the Act for the recovery of unpaid tax.

Section 49(3)

10.6.4.

The imposition of a fine under paragraph 10.6.1 above, shall not be regarded as conviction for the alleged offence and, provided the fine is paid in full,
no prosecution for the alleged offence shall be instituted or maintained

10.6.5.

The compounding of offences shall not in any way affect liability for the payment of tax or interest due under the Act.
Section 49(5)
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Income tax rates for individuals
Year 2014 and 2015
Income tax rates for resident individuals

Taxable income (Tshs)

Rate%

2,040,000

Navigation
Burundi
Ethiopia

Cumulative tax
payable (Tshs)
0

N/A

2,040,001 – 4,320,000

12

319,000

4,320,001 – 6,480,000

20

751,000

6,480,001 – 8,640,000

25

1,291,000

8,640,000 +

30

*assumes no deduction for NSSF of 10% from base salary

Kenya

Income tax rate for non-resident individuals
A flat rate of 20% applies to total income, comprised of employment and non-employment income. However, the employment income of
a non-resident is subject to tax at the rate of 15% and the employer of a non-resident is obliged to deduct PAYE at the rate of 15% from the payroll,
which is a final tax.

Rwanda

The due date for remitting PAYE is within 7 days after the end of the month to which the payment relates. A PAYE summary statement is due within
30 days after each 6 month period.

Tanzania

Skills and development levy
Skills and Development levy is payable to the Commissioner of Income Tax by the employer by the seventh day following month end and is calculated
at 5% of cash emoluments, payable monthly. This is an employer cost, not deductible from the employee. Farm workers are exempt.

Uganda

Turnover

Tax payable where records are
incomplete

Tax payable where records kept are
complete

(i)

Where turnover does not exceed
TShs 3,000,000

Zero per cent (0%)

Zero per cent (0%)

(ii)

Where turnover exceeds TShs 3,000,000 but
does not exceed TShs 7,500,000

TShs 100,000

4% of the turnover in excess of
TShs 4,000,000

(iii) Where turnover exceeds TShs 7,500,000 but
does not exceed TShs 11,500,000

TShs 424,000

TShs 140,000 plus 5% of the turnover in
excess of TShs 7,500,000

(iv) Where turnover exceeds TShs 11,500,000 but
does not exceed TShs 16,000,000

TShs 728,000

TShs 340,000 plus 6% in excess of TShs
11,500,000

(v)

TShs 1,150,000

TShs 610,000 plus 7.0% in excess of
TShs 16,000,000

Where turnover exceeds TShs 16,000,000 but
does not exceed TShs 20,000,000
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Personal allowances
No personal allowances are available.
Taxable value of employment benefits
The general rule is that all benefits are taxable at the market value of the benefit, less any contributions that the employee makes towards the benefit,
unless a method is specifically provided for.

Navigation
Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda

(a) Car benefit
The taxable benefit is quantified using the Commissioner’s prescribed rates based on engine capacity and age of vehicle. However, where the
employer does not claim a deduction or relief in relation to the ownership, maintenance or operation of the vehicle, then such motor vehicle would
not be a taxable benefit to the employee.
(b) Housing
The taxable value of accommodation or housing provided by an employer for an employee is the lesser of:
• the market rent of the accommodation/housing less the employee’s contribution; or
• the higher of 15% of the employee’s total income or deduction claimed by employer.
(c) Interest on soft loans
The value of a loan benefit is the difference between the statutory interest rate and the rate paid by employees. The statutory interest rate in 2011
has been set at 12% p.a.
The value of the benefit is nil if the term of the loan is less than 12 months and the aggregate amount of the loan, and similar loans outstanding in
the last 12 months, does not exceed three months basic salary.
(d) Domestic benefits
Taxable at the market value less any contributions that the employee makes towards the benefit.
(e) Any other benefits
Taxable at the market value less any contributions that the employee makes towards the benefit.
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(f) Tax-free employment benefits
• Foreign income of expatriate resident for less than two years.
• Exempt amounts and payments where withholding tax is a final tax.
• Cafeteria services provided on the employer’s premises and available on a non-discriminatory basis.
• Payment for medical services and insurance for medical services for staff on a non-discriminatory basis (for employee, spouse and up to 4
children).
• Any subsistence, travelling, entertainment or other allowance expended wholly and exclusively for the purposes of business.
• Benefit derived from the use of residential premises by an employee of the government or any institution whose budget is fully or substantially
out of government budget.
• Passages where the individual is domiciled more than 20 miles from the place of employment (for employee, spouse and up to 4 children).
• Retirement contributions and payments exempted under the Public Service Retirement Benefits Act 1999.
• Payment that is unreasonable or administratively impracticable for the employer to account for or to allocate to the recipients.
• Individuals may claim a tax deduction on donations under section 12 of the Education Fund Act 2001, provided that they file a tax return with
the Commissioner of Income Tax.
• Allowances payable to employees of the government and institutions which receive government subvention for their operations

Ethiopia

National Social Security Fund
See retirement funds.

Kenya

National Hospital Insurance Fund
No such provision in Tanzania.

Rwanda

Retirement Funds
A contribution to the National Social Security Fund (NSSF) is based on gross cash emoluments (inclusive of cash allowances and benefits) as follows:
• 10% payable by employer; and
• 10% payable by employee (deducted from employees’ wages).

Tanzania
Uganda

Quick Tax Guide

Contributions are compulsory for employers in the private sector.
A deduction is allowed to the employer equal to the actual contribution
or the statutory amount, whichever is the lesser. No deduction allowed for non-approved pension funds, including foreign pension schemes.
Corporate income tax rates
Resident company
Non-resident Company (branches)
Income from investments exempted under
Economic Processing Zones Act
Company newly listed on DSE with at least
30% of equity shares issued to the public

30%
30%
N/A
25%

Dar es Salaam Stock Exchange exempted from corporate income tax. Holders of gaming licences exempted from paying income tax on their income,
which is already subject to gaming tax.
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Capital gains tax
The gain/loss upon sale of an asset is included in business / investment income and taxed at general rate. In the case of land and buildings,
a single installment is payable at the time of the sale transaction at the rate of 10% for residents and 20% for non-resident persons. A tax credit is
available for the single instalment.

Navigation
Burundi

The following capital gains are excluded from business / investment income:
1. A private residence that an individual has owned continuously for three years or more and lived in continuously or intermittently for a total of
three years or more, and if the gain is less than TShs 15 million;
2. Agricultural land held by an individual and sold for less than TShs 10 million provided the land has been used for agricultural purposes for at
least two of the three years prior to realisation;
3. Shares and securities listed on the Dar es Salaam Stock Exchange owned by a resident or by a non-resident where that person, either alone or
with other associates, controls less than 25% of the controlling shares;
4. The beneficial interest of a beneficiary in a resident trust; and
5. Units in an approved collective investment scheme.

Ethiopia
Kenya
Rwanda
Tanzania
Uganda
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Capital allowances
The law allows a 50% allowance in the first year of use for plant and machinery used in:
• Manufacturing processes and fixed in a factory;
• Fish farming; or
• Providing services to tourists and fixed in a hotel, which falls under class 2 or 3.
Thereafter, the wear and tear rates apply to the remainder as below.
The law has eight wear and tear classes as below, plus a special allowance for mining capital expenditure.

Navigation
Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda

Qualifying expenditure
Rate (%)
1.
Computers and data handling equipment together with peripheral devices; automobiles, buses and
minibuses with a seating capacity of less than 30 passengers, goods vehicles with a load capacity of less
37.5
than 7 tonnes; construction and earthmoving equipment. (Reducing balance method)
2.
Buses with a seating capacity of 30 or more passengers, heavy general purpose or specialized trucks,
trailers and trailer-mounted containers; railroad cars, locomotives, and equipment; vessels, barges, tugs,
and similar water transportation equipment; aircraft; other self-propelling vehicles; plant and machinery
(including windmills, electric generators and distribution equipment) used in manufacturing or mining
25
operations; specialized public utility plant and equipment; and machinery or other irrigation installations
and equipment (non-commercial vehicles shall be restricted to TShs 15,000,000). (Reducing balance
method)
3.
Office furniture, fixtures and equipment; any asset not included in another class. (Reducing balance
12.5
method)
4.
Natural resource exploration and production rights and assets in subparagraph (3) in respect of natural
20
resource prospecting, exploration and development expenditure. (Straight line method)
5.
Buildings, structures, dams, water reservoirs, fences and similar works of a permanent nature used in
20
agriculture, livestock farming or fish farming. (Straight line method)
6.
Buildings, structures, dams, water reservoirs, fences and similar works of a permanent nature other than
5
those mentioned in class 5. (Straight line method)
7.
Intangible assets other than those in class 4. (Straight line method)
*
8.
Plant and machinery (including windmills, electric generators and distribution equipment) used in agri100
culture. (Straight line method)

* Divided by the useful life of the assets in the pool and rounded down to the nearest half year.
Note: If the depreciable balance in a pool of assets at the end of the year after reducing the current wear and tear is less than TShs 1,000,000, wear and tear
for that year of income shall be calculated as equal to that amount.
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Withholding tax rates

Navigation
Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda

Nature of payments

Notes

Dividends paid to a company controlling 25% of
shares or more

5%

10%

Dividend paid from unlisted companies

10%*

10%*

Dividend paid by companies listed on DSE

5%*

5%*

Leasing of aircraft

10%

10%

Interest

10%**

(7)

Commuted pension

10%

15%*

Other pension

15%

15%*

Rent

10%**

Royalty

15%

Technical service fee (provided in relation to mining
and oil and gas industry)

5%*

Natural resource payment

15%

Insurance premium

0%

Service fee

5%

Transport (Non-resident operator/charter without
permanent establishment)

N/A

(1)
(2)
(3)
(4)
(5)
(6)
(7)

Resident

(4)

Non-resident

10%*

15%*
15%*

15%*
15%*
(3)

5%*
15%*

(6)

5%

* Final tax, **Final tax only for individuals in specified cases
Withholding tax does not apply to interest paid to a resident financial institution
Withholding tax relates to premiums paid in conducting a business
Withholding tax on rent shall not apply to rent paid to a resident person for the use of an asset other than land or buildings.
Withholding tax does not apply to payments made by individuals unless made in conducting a business.
Withholding tax on transport does not apply to fish transport for foreign freight.
Withholding tax does not apply on interest by strategic investors to foreign banks

Note: Lower rate may apply when there is tax treaty in force. The countries with which Tanzania has signed double tax treaties with are Canada,
Denmark, Finland, India, Italy, Norway, South Africa, Sweden, and Zambia. Treaties with Burundi, Kenya, Uganda and Kenya have been signed but not
yet ratified.
The due date for remitting withholding tax is within seven days after the month of deduction.
A summary statement is filed within 30 days after each 6 month period.
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Returns and payment of income tax
• Instalment tax where applicable is payable in 4 equal amounts in the third, sixth, ninth and twelfth months of the year of income.
• For agricultural enterprises there are two instalments of 75% in the ninth month and 25% in the twelfth month of the year of income.
• Basis for instalments: Current year’s estimate less previous instalments. Penalties apply if total instalments paid are less than 80% of final tax.
• Final tax is due on or before the last day of the sixth month after year-end.
• Returns are due by the last day of the sixth month after the financial year-end.
• Subject to approval for change, all persons are deemed to have a calendar financial year end.

Navigation
Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda

VAT
Zero rate
0%
Standard rate
18%
Reduced rate
10%
VAT as a fraction of the inclusive price (standard rate)
1/6.55
Annual turnover threshold for registration
TShs 40 million p.a.
Returns and payments are due on the 30th day of the succeeding month.
Customs duty
Import duty rates for goods imported from countries outside the EAC are 0% for raw materials, 10% for intermediate goods and 25% for finished
goods. Imports from Kenya have been subject to import duty at a reducing rate over a period of 5 years since commencement of the Customs Union
in 2005 and have been reduced to 0% w.e.f January 2010. Imports from Uganda are not subject to import duty.
Goods will only enjoy the preferential community tariffs if they meet the EAC Customs Union Rules of Origin.
A 4% royalty is charged on gold and other metals, 5% on uranium, diamonds and gemstones, 3% on all other minerals, and 12.5% for petroleum
and gas.
Excise duty
Specific rates are charged on wine, spirits, beer, soft drinks, cigarettes and petroleum products.
Ad-valorem rates are 7%, 10%, 20%, 30% and 120%.
The due date of paying the duty depends on the product. For imported products excise is payable before clearance through customs. Please refer to
the Customs & Excise booklet for the complete list of excise rates.
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Export duty
Not applicable in Tanzania

Navigation
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Kenya
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Motor vehicle tax
Motor vehicle registration fee
Motorcycle registration fee
Registration Card
Motor vehicle transfer fee
Alteration fee

TShs 150,000
TShs 45,000
TShs 10,000
TShs 50,000
TShs 5,000

Introduction of a fee of TZS 5 million for personalised plate numbers for three years.
Annual motor vehicle license fee
Motor vehicle with 0-500 cc
Motor vehicle with 501-1500 cc
Motor vehicle with 1501-2500 cc
Motor vehicle with 2501 and more

Tshs. 50,000
TShs 100,000
TShs 150,000
TShs 200,000

Other transaction taxes
Stamp duty
- Exchange of property
1%
- Instruments, conveyance/transfers
including share transfers
1%
- Conveyance of agricultural land TShs 500 per acre
- Acknowledgement of debt
TShs 500
Air travel tax - domestic travel
TShs 10,000
Air travel tax - international travel
US$ 40
Duty is payable within 30 days.
Note: Transfer of ownership of assets to the Special Purpose Vehicles (SPV) for the purpose of issuing asset- backed
securities is exempted from stamp duty.
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Commodity description

Excise rate

Beer (from local materials)

20%

Beer made from malt (from local materials)

40%

Beer (from imported materials)

60%

Wine made from locally produced materials

20%

Other wines

70%

Spirits made from locally produced materials

60%

Other spirits

70%

Soft drinks

13%

Mineral water and other water purposely for drinking

10%

Cigars, cheroots cigarillos containing tobacco

160%

Soft cup with more than 70% local content

UShs 32,000 per 1,000 sticks

Other soft cup

UShs 35,000 per 1,000 sticks

Hinge Lid

UShs 69,000 per 1,000 sticks

Others

160%

Motor spirit (gasoline)

UGX 950 per litre

Gas oil (automotive, light, amber for high speed engine)

UGX 630 per litre

Gas oil for thermal power generation to the national grid

NIL

Other gas oils

UGX 630 per litre

Illuminating kerosene

UGX 200 per litre

Jet A1 and aviation fuel
(Nil for registered airlines, companies with designated storage facilities or
contracts to supply airlines)

UGX 630 per litre

Mobile cellular phone service

12%

Landlines and public payphones

5%

Money Transfer/withdrawal services, except by bank

10% of the fees charged by operaters

Incoming International calls

USD 0.09 per minute

Telecommunications Value added services

20%

Quick Tax Guide
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Commodity description

Excise rate

Cement

UGX500 per 50kg

Sacks and bags of ethylene and other plastics

120%

Cane or beet sugar and chemically pure sucrose in solid form

UGX 50 per kg

Cane or sugar beet for industrial use

Exempt

Hides and skins (exports)

US 0.8 per kilo

Undenatured spirit

UShs 4000 per litre or 140% whichever is higher

Cosmetics and Perfumes

10%

Promotional activities akin to gambling

20% on revenue

Ledger, ATM,Withdrawal fees for banks excluding loan charges

10% on fees charged

Quick Tax Guide

Ethiopia
Note: Based on Excise Tariff (Amendment) Bill 2014

Kenya
Rwanda
Tanzania
Uganda
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The Uganda Income Tax Act

The Uganda Income Tax Act was enacted in 1997 and applies to years of income commencing on or after 1 July 1997.
In order to provide you with more up to date information, we have incorporated the amendments to the 1997 Act up to and including the provisions of the Income
Tax (Amendment) Act 2014, and the Finance Bill 2014.

Navigation

The most up to date printed edition of the Uganda Tax Act is the 1997 Act, and this can be purchased from Government printers or downloaded from the URA web
portal at www.ura.go.ug.
Please contact our tax department for further details.

Burundi
Ethiopia

2.
2.1.

Kenya

Basis of charge to tax
Income tax is charged on total chargeable income for the year of income and is imposed on every person, resident or non-resident, at rates prescribed in
the Tax Act (see Appendix 1).

Section 4(1)

For most taxpayers a year of income runs from 1 July to 30 June annually, but a taxpayer on application is permitted to use a substituted year of income,
ie. a period of twelve months ending on a day other than 30 June.

Section 39

Rwanda

2.2.

Employment income is taxed at source under the PAYE system of collecting tax by the employer.

Tanzania

2.3.

Both resident and non-resident persons are subject to tax on income arising from a source within Uganda. In addition, residents are also taxed on
income derived from all geographical areas.

Section 17(2)

Where the gross turnover of a business of a resident taxpayer is less than UShs. 50 million, tax is payable under the presumptive tax arrangement
using the rates in Appendix 2. Such presumptive tax is a final tax on income, and no deductions are allowed. Credit is allowed only for withholding tax
deducted at source on the gross turnover and the provisional tax paid if any. A small taxpayer may however elect not to be taxed under the presumptive
tax system by giving a notice in writing to the Commissioner.

Section 4(5);
2nd Schedule

Uganda

2.4.

2.5.

Provisions on presumptive tax do not apply to resident taxpayers in the businesses of providing medical, dental, architectural, engineering, accounting,
legal or other professional services, public entertainment services, public utility services or construction services.

Section 4(4) &
Section 116(1)

Section 4(7)
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Resident and non-Resident
An individual is resident in Uganda if he/she:
•   Has a permanent home in Uganda;
•   Is present in Uganda for:
(i) a period of 183 days or more in any 12 month period which commences or ends in a year of income; or
(ii) periods averaging more than 122 days during the year of income and in each of the two preceding years of income; or
•   Is an employee or official of the Government of Uganda posted abroad during the year of income.

Section 9 (1)

A company is a resident company for a year of income if:
•   It is incorporated under the laws of Uganda;
•   Has its management and control exercised in Uganda at any time during the year of income; or
•   Carries out most of its operations in Uganda during the year of income.

Section 10

A trust is resident for a year of income if:
•   The trust is established in Uganda;
•   A trustee of the trust was a resident person at any time during the year; or
•   The trust has its management and control exercised in Uganda at any time during the year.

Section 11

3.4.

A partnership is resident if at any time during the year, a partner in the partnership was a resident person.

Section 12

3.5.

A retirement fund is resident for a year of income if it:
•   Is organised under the laws of Uganda;
•   Has as its main purpose the provision of retirement benefits to resident individuals; or
•   Has its management and control exercised in Uganda at any time during the year of income.

Section 13

Burundi
Ethiopia

Income Tax

3.3.

Kenya
Rwanda
Tanzania
Uganda
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Employment income
General
Taxable employment income includes any income earned by an employee from employment whether revenue or capital in nature.
Examples of employment income as specified in the act are:
•   Wages, salary, leave pay, commission, payment in lieu of leave, overtime pay, fees, gratuity, bonus, allowances for housing, utilities, medical,
travelling or entertainment;
•   The value of benefits-in-kind;
•   Payments made as compensation for termination of contract of employment, whether or not a provision was made in the contract for the
payment or any commutation of amounts due under contract;
•   Reimbursements by an employer for expenses incurred by the employee which are not incurred in the production of income;
•   Premiums paid by an exempt employer for insurance on the life of the employee or his dependants;
•   Amounts paid as consideration for the employee’s agreement to any conditions of employment or changes to condition of employment;
•   Excess of the value of shares issued to an employee in an employee share acquisition scheme over consideration, if any, given by the employer for
the grant of the option to acquire shares; and
•   Any gain derived by an employee on the disposal of an option to acquire shares.

Navigation
Burundi
Ethiopia
Kenya
4.2.

Section 19(1)

Non-taxable employment benefits

Rwanda
•   Passage to, or from, Uganda incurred by an employer on appointment or termination, if the employee is not a Ugandan citizen, was recruited outside
of the country and is in Uganda solely for the purpose of serving the employer. Note that annual leave passage is taxable;
•   Reimbursement or discharge of an employee’s medical expenses. Non-accountable medical allowance is however taxable;
•   Insurance premiums on the life of the employee for his benefit or that of his dependants where the employer is a taxable person. Where the
employer is exempt from tax, then these insurance payments are taxable;
•   Any allowance given for accommodation and travel expenses, or meals and refreshment while on duty, as long as it does not exceed the cost actually
or likely to be incurred;
•   Value of meals or refreshments provided on premises operated by or on behalf of the employer provided that it is for the benefit of all its full time
employees;
•   Contributions to a retirement fund by an employer for the benefit of the employee or his dependants, for example the 10% NSSF contribution by an
employer;
•   The value of a right or option to acquire shares granted to an employee under an employee share acquisition scheme; and
•   Benefits where the aggregate value of all benefits is less than 10,000 shillings a month.

Tanzania
Uganda

4.3.

Section 19(2)

Payments on termination of employment
Where the employee has been in employment for ten or more years, the assessable amount is calculated using the formula A x 75% where A is the total
amount of payment.

Section 19(4)
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Taxable benefits in kind
The Fifth Schedule to the act provides a valuation of benefits in kind.

4.4.1.

Section 19(1)(b)

Motor vehicles
A car provided wholly or partly for an employee’s private use is a taxable benefit, calculated according to the formula: (20% x A x B/C) – D
where:
A = the market value of the car at the time it was first provided for private use
B = the number of days the car is available for private use in the year of income
C = the number of days in the year of income
D = any payment made by the employee for the benefit

Navigation
Burundi
4.4.2.

Provision of domestic services and utilities
The cost to the employer of providing the services of a housekeeper, chauffeur, gardener, and utilities is assessable income reduced by any payments
made by the employee as contribution towards cost.

Kenya

4.4.3.

Provision of meals, refreshments or entertainment
The cost to the employer of providing such benefits is assessed on the employee.

Rwanda

4.4.4.

Beneficial loans
Where an employer grants a loan exceeding UGX 1,000,000 whose repayment period is for a period in excess of 3 months at a rate of interest below
the statutory rate (Bank of Uganda discount rate at the start of the year), the value of the benefit is the difference between the statutory rate and the
rate offered by the employer.

4.4.5.

Waiver of loans
The amount of any loans waived by the employer is assessed on the employee.

4.4.6.

Transfer of use of property or provision of services
Where a benefit provided by an employer consists of transfer or use of property or the provision of services, the market value of the property or
services is the value of the benefit to be included in assessable income reduced by any payment made by the employee for the benefit.

4.4.7.

Provision of accommodation or housing
The value of the benefit is the lesser of:
•   The market rent of the accommodation/housing less the employee’s contribution; or
•   15% of employment income including market rent.
Housing provided to domestic workers within the same compound as the person they work for is not a taxable benefit.

Ethiopia

Tanzania
Uganda
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Other Benefits

4.5.1.

Any other benefits not covered above are valued according to the market value of the property, service or benefit, reduced by any contributions from
the employee.
* An employer’s provision of security guards is not classified as a taxable benefit.

Navigation

5.

Burundi

General
Business income includes any income from carrying on a business, whether revenue or capital, such as:
•   Gains on disposal of business assets, or the cancellation of business debts;
•   Gross proceeds from the disposal of trading stock;
•   Value of gifts given in the course of business relationships;
•   Interest derived from trade receivables or in the business of lending money; and
•   Income from property where the business is wholly or mainly the holding or letting of property.

Ethiopia
Kenya
5.2.

Rwanda

Uganda

(5th Schedule)

Business income

5.1.

Tanzania

Quick Tax Guide

Section 18(1)

Allowable expenses
The general rule is that expenses are allowed to the extent to which they are incurred in the production of income included in gross income.

5.2.1.

Expenses specifically allowed by the Act include:
•   Bad debts written off, if they are trade debts and all reasonable steps had been taken to pursue payment;
•   Capital allowances (see chapter 7);
•   Acquisition of a depreciable asset costing less than UShs 1,000,000;
•   Expenses on meals, refreshment or entertainment in the performance of duty;
•   Training costs of a Ugandan citizen or a permanent resident of Uganda;
•   Charitable donations of not more than 5% of chargeable income to exempt organisations;
•   Repairs to property used in the production of income;
•   Losses on the disposal of business assets; and
•   Interest on debt obligations incurred in the production of income.

Section 24(1) & (3)
Section 27(1)
Section 26(2)
Section 23, 19(2)(e)
Section 33(1)
Section 34(1 )(3)
Section 26(1)
Section 22(1)(b)
Section 25(1)
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Disallowable expenses
•   Domestic or private expenses, eg the cost of maintaining the person’s family or residence;
•   Expenses or losses of a capital nature;
•   Expenses or losses recoverable under an insurance, contract or indemnity;
•   Income transferred to a reserve fund or capitalised;
•   Cost of gifts to an individual, not included in the individual’s gross income;
•   Any fine or penalty paid to government for breach of any law;
•   Income tax payable in Uganda or in a foreign country;
•   Contribution to a retirement fund by an employee for his/her benefit or for the benefit of any other person.
Note that with effect from 1 July 2004, contributions made by the employer to retirement funds for the benefit of an employee are an
allowable deduction on the employer;
•   Premium paid on the life of the person making the premium or any other person;
•   Pension payments to any person;
•   Alimony or allowance paid under a court order/or agreement of separation; and
•   Donations in excess of 5% of chargeable income and to non-exempt organisation.

Exempt Income
Section 21(1) of the Income Tax Act sets out income that is exempt from tax.

Rwanda
Tanzania
Uganda

5.5.
5.5.1.

Section 22(2)

Section 21(1)

Foreign exchange gains and losses
Realised foreign exchange gains or losses are to be included in gross income or deducted from gross income in the year in which the debt is
satisfied.

Section 48(2)(3)

Deductions are only allowed if the Commissioner is notified in writing of the existence of the debt giving rise to the loss by the due date, i.e. the due
date for the filing of the final return. This does not apply to financial institutions.
Note: The notification requirement is deemed to be satisfied when the accounts have been submitted.

Section 48(4)
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Section 50(1)

On the other hand, where the cost base of the asset is greater than the consideration, a loss is incurred, which is an allowable deduction.

Section 50(2)

5.6.2.

An asset is treated as disposed of, if it is sold, exchanged, redeemed or distributed by the taxpayer, gifted, destroyed or lost.

Section 51(1)

5.6.3.

A taxpayer is deemed to have disposed of an asset where the commissioner is satisfied that the asset has been converted from:
(a) a taxable use to a non-taxable use; or
(b) a non-taxable use to a taxable use.

Ethiopia
5.6.4.

Rwanda
Tanzania
Uganda

Quick Tax Guide

Where business assets are disposed of, a gain arises if the consideration received is greater than the cost base of the asset. The gain is to be included
in assessable income.

Burundi

Kenya

Value Added Tax

Capital gains and losses

5.6.1.

Navigation

Income Tax

6.
6.1.

The asset is deemed to have been disposed of, at its market value at the time of the conversion and immediately re-acquired at a cost equal to its
market value.

Section 51(3)

No gain or loss arises on:
•   A transfer between spouses;
•   Transfers which form part of a divorce settlement;
•   Disposals where the proceeds are reinvested in a similar asset within one year of the disposal; and
•   Transfer of asset to a trustee or a beneficiary on death of the taxpayer.

Section 54(1)

Losses
Trade losses
Where total deductions exceed total income the “assessed loss” may be carried forward indefinitely and set off against future trading income.

6.2.

Section 38(1)

Change in control of companies
Where there has been a change of 50% or more in the underlying ownership of a company, compared to its ownership in the previous year, losses
cannot be deducted from the income of the new company, unless if within a period of two years after the change or until the assessed loss has
been exhausted, the company:
•   Continues to carry on the same business as before; and
•   Does not engage in any new business or investment after the change, designed to reduce the tax payable on the income of the new business
or investment.

Section 75
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Long-term contract losses
If a final loss is determined in the year a long-term contract is completed, the Commissioner may allow the loss to be carried back and off set against
the income earned in the previous years, starting with the year immediately preceeding the year in which the contract was completed.

7.

Navigation

Section 45(3)

Capital allowances

7.1.

General
The Sixth Schedule to the Act contains the classification of depreciable assets and the rates for capital allowances(see Appendix 3).

Burundi
7.1.1.

Ethiopia
Kenya
Rwanda
Tanzania
Uganda

7.2.

Allowances available are in the form of:
•   Industrial building allowance;
•   Wear and tear allowance;
•   Start up costs allowance;
•   Mining allowance;
•   Horticultural/Farming allowance; and
•   Intangible assets.

Industrial Building Allowance

7.2.1.

This is an annual allowance of 5% on the cost of a building. An industrial building is defined in the Act as any building used wholly or partly in
manufacturing operations, research and development, mining operations, a hotel or an approved hospital or commercial building. An approved
commercial building includes shops, and offices but excludes buildings rent out for residential purposes.

7.2.2.

The allowance is given on the building as long as it is used during the year in the production of income.

Section 29(1)

7.2.3.

Buildings to be used for a non-qualifying purpose
Where less than 10% of the total cost of constructing a building does not qualify as an industrial building, the whole cost qualifies for the purpose
of claiming an industrial building allowance.

Section 29(3)

Capital improvements to an industrial building are treated as the construction of a separate industrial building.

Section 29(4)

Sale of building
On the sale of the industrial building, the cost base of the building is reduced by any allowances claimed.

Section 29(7)

Non-business use
Where the building is only partly used during the year as an industrial building, the allowance is reduced proportionately.

Section 29(2)

7.2.4.

7.2.5.
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Wear and tear allowances
Allowances are available for depreciable assets, according to their classification. There are four classes, each in a separate pool with its own rate
of allowance. An asset qualifies for wear and tear allowance in the year of income in which the asset is brought into use. (See Appendix 5 for a
description of the four classes)
The allowance is calculated as A x B, where:

Navigation

A = the written down value of the pool at the end of the year of income
B = the depreciation rate applicable

Burundi

The written down value of the pool at the end of the year is made up of the total of the opening balance in the pool, and the cost base of the
assets added to the pool, reduced by the sale proceeds on disposed pool assets. Allowances are calculated on a reducing balance basis.

Ethiopia
Kenya

7.3.2.

7.3.3.

Rwanda
7.3.4.

Tanzania
7.3.5.

Uganda
7.4.

Section 27(1-4)

Disposal of all assets in the pool
Where all assets are disposed of before year-end the written down value of the pool is allowed as a deduction at the end of that year.

Section 27(7)

Balancing charge
Where sale proceeds on disposal of assets in the pool are more than the written down value of the pool at the end of the year of income, the
excess is to be included in the business income of that year as a balancing charge. The reverse is the balancing allowance which is an allowable
deduction.

Section 27(5)

Where the written down value of the assets in the pool after the wear and tear allowance for the year is less than UShs 1,000,000, a deduction is
allowed amounting to the written down value.

Section 27(6)

Start up costs
An allowance of 25% of expenditure incurred in starting up a business or in the initial public offering at the stock market is allowed in the year it is
incurred and in the following three years of income.

Section 30

Farming/Horticultural business
A horticultural business incurring expenditure on the acquisition or establishment of a horticultural plant or the construction of a greenhouse is
allowed a deduction of 20% of the expenditure in the year in which it is incurred and in the following four years of use in that business.
Other farm works are allowed deductions under Wear & Tear Class 4.

Section 35(2)
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Mining operations
A person carrying on mining operations is allowed a deduction of 100% of capital expenditure on searching for, discovery and testing or winning
access to deposits of minerals in Uganda.

7.6.

The cost of acquiring an intangible asset having an ascertainable useful life is allowed a deduction on a straight- line basis over the useful life of the
asset.
On disposal of the asset, the cost base of the asset is reduced by the deductions granted above.

Burundi
8.

Kenya

Section 31

Interest and dividend income

8.1.
8.1.1.

Rwanda
Tanzania

Section 36

Intangible Assets

Navigation

Ethiopia

Quick Tax Guide

8.1.2.

Interest Income
Apart from the interest on debt instruments, the term interest includes:
•   A distribution by a building society;
•   Discount or premium on a debt obligation;
•   Any swap or similar payment functionally equivalent to interest; and
•   Commitment, guarantee or service fee paid in respect of a debt obligation or swap arrangement.
Interest is classified as property income except where it is received in respect of trade receivables or if received by a person engaged in the business
of banking or money lending, in which case it is considered to be business income. In case of resident companies, the interest received is therefore
aggregated with the other income in determining the chargeable income of the company.

Section 2(kk)

Section 18&21

Uganda
8.1.3.

8.1.4.

8.1.5.

Interest paid to a resident person is subject to withholding tax at the rate of 15%. This is not however applicable in the case of:
•   Interest paid by a natural person;
•   Interest paid to a financial institution;
•   Interest paid by a company to an associated company; or
•   Interest paid which is exempt in the hands of the recipient.

Section 117

The withholding tax deducted from the interest due to a resident individual by a financial institution is a final tax. In all other cases, interest will be
subject to further tax with a credit being granted for the withholding tax deducted.

Section 122

Subject to the provisions of a Double Taxation Agreement entered into between Uganda and another country, non-residents are taxed on interest
derived from Ugandan sources by way of a withholding tax of 15%.

Section 83
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Dividend income

8.2.1.

Dividends will be deemed to have been paid in case of:
•   Issuance of debentures or redeemable preference shares to a shareholder for either no consideration or for consideration which is less than the
greater of the nominal or redeemable value of the debentures or shares;
•   Any distribution by a company to its shareholders on redemption or cancellation of a share, or in the course of liquidation, where the distribution
is in excess of the nominal value of the shares cancelled, redeemed or subject to liquidation;
•   Partial return of capital, where the payment made is in excess of the amount by which the nominal value of the shares is reduced;
•   Reconstruction of a company, where any payment made in respect of shares in the company is in excess of the nominal value of the shares
before the reconstruction; and
•   Any loan/debt obligation, asset or value of services in favour of the shareholder to the extent to which such a transaction is, in substance, a
distribution of profits.

8.2.2.

Taxable dividends include:
•   Dividends paid to a financial institution on its ownership of redeemable shares in the company paying the dividend; or
•   Dividends paid by a resident company as part of a dividend stripping arrangement.

Navigation
Burundi
Ethiopia
Kenya

8.2.3.

Rwanda

8.2.4.

Tanzania

8.2.5.

Uganda

Income Tax

8.2.6.
9.

Dividends received from a resident company by a resident person are subject to withholding tax at 15% on the gross payment. This tax is a final tax
in case of payment to a resident individual. The withholding tax is not applicable where the dividends are exempt in the hands of the recipient.

Section 74(3)
Section 76

Section 118, 122

Withholding tax on dividends paid to residents does not apply where the paying company controls directly or indirectly 25% or more of the voting
power in the receiving company.

Section 74

Subject to the provisions of a Double Taxation Agreement entered into between Uganda and another country, non-residents are taxed on dividends
derived from Ugandan sources byway of a withholding tax of 15%.

Section 83

Dividends paid by a company listed on the securities exchange to individuals are taxable at 10%.

Rental income

9.1.

Rental tax is a separate income tax charged on the rental income of individuals. Rent is defined as any payment, including a premium or like
amount, made as consideration for the use or occupation of, or the right to use or occupy, land or buildings. In effect, payment made on a lease of
immovable property would be considered to be rent.

9.2.

An individual’s rental income should be segregated from other income and charged to tax as though it were a sole source of income for the
taxpayer. The taxation of rental income is as follows:
•   20% of the gross rental income is allowed as a deduction. No other expenditure and loss is allowed against the gross rental income;
•   From the remaining 80% of the gross rental income, the first UShs 2,820,000 per annum is not taxable; and
•   The balance is taxed at the rate of 20%.
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9.3.

In the case of resident companies, the rent is a separate income and taxed at a corporation tax rate of 30%.

9.4.

Subject to the provisions of a Double Taxation Agreement entered into between Uganda and another country, non-resident individuals are taxed on
rental income derived from Ugandan sources by way of a withholding tax of 15%.

10.

Navigation

10.1.

Burundi

10.2.

Ethiopia

10.3.

Section 83

Taxation of partnerships and partners
Partnership income is gross income less expenses or losses for the year. Partnership losses from previous years are supposed to have been
apportioned between the partners and therefore are not brought forward when computing the partnership income.

Section 66(1)

The gross income of a resident partner includes his share of the partnership income for the year. Where there is a loss, the partner’s share of the
partnership loss is allowed a deduction for the year of income against any other income from other sources.

Section 67(1), (3)

The gross income of a non-resident partner is his share of the partnership profits arising within Uganda. The non-resident partner’s share of a
partnership loss is allowed as a deduction against any other Ugandan source income if the activity giving rise to the loss would have given rise to
income attributable to Ugandan sources if a loss had not been incurred.

Section 67(2), (4)

Kenya
10.4.

Rwanda
10.5.

Tanzania
Uganda

10.6.

By and large, a partner’s share of partnership income or loss is determined according to the partnership agreement. However where this allocation
of income/loss does not reflect the contribution of the partners to the partnership’s operations, then the share will be determined according to each
partner’s percentage interest in the capital of the partnership.

Section 67(6) & (7)

Where a partner transfers personal assets into the partnership, it is deemed to be a disposal of the asset by the partner to the partnership for a
consideration equal to the cost base of the asset (and therefore there will be no capital gains) at date of contribution where the following conditions
are satisfied:
•   The asset was a business asset of the partner immediately prior to its contribution;
•   Both the partner and the partnership are resident at the time of the contribution;
•   The partner’s share of the capital of the partnership after the contribution is 25% or more;
•   The interest in the partnership received by the partner in return for the contribution equals the market value of the asset contributed at the
time of contribution; and
•   The partners have jointly made an election for this paragraph to apply.

Section 68(1)(a)

Where the above conditions are not satisfied, then the transfer value will be deemed to be the market value of the transferred asset at the date the
contribution was made.

Section 68(1)(b)
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If there is a change in the constitution of a partnership or dissolution of a partnership, the former partnership is treated as having disposed of all its
assets to the new partnership or to the partners in the case of dissolution. The consideration received is equal to the cost base of the assets (and
therefore there is no capital gain) to the former partnership at the date of the change in constitution where the following conditions are satisfied:
•   Both the former and the reconstituted partnerships are resident partnerships at the time of the change;
•   25% or more of the reconstituted partnership are held for 12 months after the change by persons who were partners in the former
partnership immediately before the change; and
•   The partners have jointly made an election for this paragraph to apply.

Section 68(3)

Navigation

10.8.

Where the above conditions are not satisfied, then the transfer value will be deemed to be the market value of the transferred asset at the date the
contribution was made.

Burundi

10.9.

A partner’s interest in a partnership is treated as a business asset. This means that any subsequent disposal may attract capital gains tax.

Section 69(1)

10.10.

The cost base of the partner’s interest in the partnership is:
•   The amount of money contributed by the partner together with the cost base of any asset contributed where an election has been made
under section 68; or
•   The amount of money contributed by the partner together with the market value of any asset contributed where the conditions under section
68 are not met; or
•   The price paid for the interest where the above do not apply.

Section 69(2)

Ethiopia
Kenya
Rwanda

10.11.

Tanzania
Uganda
11.

The following adjustments are allowable to the cost base:
•   Add the partner’s share of the partnership income for the year of income and for the prior years;
•   Add the partner’s share of the exempt partnership income;
•   Deduct the partner’s share of the distributions by the partnership;
•   Deduct the partner’s share of the partnership losses for the year of income and the prior years; and
•   Deduct the expenditures of the partnership not deductible in computing the chargeable income of the partnership and not properly
chargeable to the capital account.

Section 69(3), (4)

Taxation of Petroleum Operations

11.1.

Income earned by a contractor from activities other than petroleum operartions shall be taxed in accordance with the Income Tax Act.

Section 89B, 15

11.2.

A contractor is only allowed to deduct amounts relating to petroleum operations against cost oil derived in a contract area in the same year of
income in which the amounts are incurred and income is derived.

Section 89C (1)

Where total deductions exceed the cost oil arising from operations, the excess is carried forward to the next year and becomes deductible against
the cost oil arising in that year until fully utilized or operations in that area cease. Cost oil refers to a contractor’s entitlement to production as cost
recovery under a petroleum agreement.

Section 89C (2)

11.3.
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All transactions shall be accounted for at arm’s length prices, and a contractor shall disclose all non-arm’s-length transactions in a return for a
specified period if required to do so by the commissioner.
A contractor is required to file a return as per the Income Tax Act subject to modification - a contractor shall furnish a return for the year of come
not later than one month after the end of the year.

Quick Tax Guide

Section 89I (2)

89O, 92, 93, 94

11.6.

For each year of income, commencing with the year of income in which commercial production commences from the contract area, allowable
contract expenditure shall be deductible from cost oil.

Section 89F,
8th Schedule

11.7.

Decommissioning amounts carried in a contractor’s decommissioning costs reserve for a year of income are allowed as a deduction in that year.
Where at the end of decommissioning the deductible decommissioning amount exceeds the actual decommissioning expenditure, the excess is
included in the contractor’s production share in the year the decommissioning ends.

Section 89E

Navigation
Burundi

Income Tax

Ethiopia
Kenya
Rwanda
Tanzania
Uganda
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International taxation

12.1.
12.1.1.

Navigation
Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda

12.1.2.

12.1.3.

General
Income is derived from a source within Uganda if it is derived:
•   From the sale of goods manufactured, grown or mined in Uganda;
•   From the sale of goods purchased by the seller where the agreement for the sale was made in Uganda, wherever such goods are to be delivered;
•   By a resident person in carrying on a business as an owner or charterer of a vehicle, ship or aircraft, wherever such vehicle, ship or aircraft may be
operated;
•   From any employment exercised or services rendered in Uganda;
•   From employment exercised or services rendered under a contract with the Government of Uganda, wherever the employment is exercised or
the services are rendered;
•   By a resident individual from any employment exercised or services rendered as a driver of a vehicle, or
an officer or member of a crew of any vehicle, ship, or aircraft, wherever that vehicle, ship or aircraft may be operated;
•   From the rental of immovable property located in Uganda;
•   From the disposal of an interest in immovable property located in Uganda or from the disposal of shares in a company the property of which
consists directly or indirectly principally of an interest in such immovable property, where the interest or share is a business asset;
•   From the disposal of movable property under an agreement made in Uganda for the sale of the property, irrespective of where the property is to
be delivered;
•   From the disposal of depreciable assets or the recouping of an expenditure, loss or bad debt previously deducted;
•   From royalties paid by a resident or non-resident person carrying on business through a branch in Uganda;
•   From interest where either the debt is secured by immovable property located, or movable property used in Uganda, or the payer is a resident
person, or the borrowing relates to a business carried on in Uganda;
•   From a dividend or director’s fee paid by a resident company;
•   From a pension or annuity paid by the Government of Uganda or by a resident person or paid in respect of employment exercised or services
rendered in Uganda;
•   From a natural resource payment in respect of a natural resource taken from Uganda;
•   From a foreign currency debt gain derived in relation to a business debt which has arisen in the course of carrying on a business in Uganda;
•   From a contribution to a retirement fund made by a tax-exempt employer in respect of an employee whose employment is exercised in Uganda;
•   From a management charge paid by a resident person;
•   Taxable in Uganda under an international agreement; or
•   Attributable to any other activity which occurs in Uganda, including an activity conducted through a branch in Uganda.

Section 79

Employment income from a foreign source by a resident individual is exempt from tax if the individual has paid foreign income tax in respect of the
income.

Section 80(1)

A resident taxpayer is entitled to a foreign tax credit for any foreign tax paid by the taxpayer in respect of income included in his gross income. The
amount of foreign tax credit should not exceed the tax payable in Uganda on the foreign income and is calculated by applying the average Ugandan
tax rate to the taxpayer’s net foreign income.

Section 81(1)
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Branch profits
All non-resident companies carrying on business in Uganda through a branch have to pay 15% tax on repatriated income for the year of income. In
effect, the branch repatriation tax is akin to withholding tax on dividends.

Section 82(1)

The repatriated income of a branch for a year of income is calculated according to the following formula:
A + (B - C) - D

Navigation
Burundi

A = the total cost base of assets, net of liabilities of the branch at the commencement of the year of income
B = the net profit of the branch for the year of income
C = the Ugandan tax payable on the chargeable income of the branch for the year of income
D = the total cost base of assets and liabilities of the branch at the end of the year of income

Section 82(3)

Ethiopia

The tax charged is in addition to any corporation tax charged on the income of the branch.

Section 82(5)

Kenya
Rwanda

12.3.

Withholding Tax on International Payments
A non-resident person who derives income in the form of dividends, interest, royalty, rent, management and professional fees or natural source
payments is subject to withholding tax at 15% (subject to DTAs) on the gross amounts received.
Included internet broadcasting in the definition of royalties.

Tanzania
Uganda

Withholding tax does not apply in the case of payments made to a branch of a non-resident person, which is taxed under corporation tax and by
way of branch profits.
A dividend paid to a non-resident person is income derived from a source within Uganda only if the dividend is paid out of profits arising within
Uganda. Where a resident company has profits from both within and outside Uganda, the company is treated as having paid a dividend out of the
profits arising within Uganda first.
Interest paid by a resident person on debentures is exempt from withholding tax where:
•   The debentures were issued by the company outside Uganda for the purpose of raising a loan outside Uganda;
•   The debentures were widely issued for the purpose of raising funds for use by the company in a business carried on in Uganda;
•   The interest is paid to a bank or a financial institution of a public character; and
•   The interest is paid outside Uganda.

Section 83
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Non-resident contractors or professionals
Non-resident persons receiving income under a Ugandan-source service contract are taxed at 15% of gross income. This is a contract under which
the principle purpose is the performance of services which gives rise to income sourced in Uganda, and any goods supplied under the contract are
only incidental to that purpose.

12.5.

Navigation
Burundi

Section 85(1)

Non-resident public entertainers and sports persons
All non-resident public entertainers, sports persons, or theatrical and musical persons or other non-resident public entertainers, receiving
remuneration and other payments are subject to a 15% withholding tax.

12.6.

Ethiopia

Section 84(1)

Non-residents providing shipping, air or road transport or telecommunication services
A 2% tax is payable by a non-resident carrying on the business of ship operator, charterer, air or road transport operator on income from carrying
passengers, cargo or mail which embark in Uganda. A road transporter who derives income from the carriage of cargo or mail, which is embarked
in Uganda, is also subject to this tax.

Section 86

Kenya
12.7. The withholding tax imposed on a non-resident person on international payments, entertainment, sports persons,
contractors, professionals and shipping is a final tax on income

Rwanda
This means that:
a) Income is not included in the gross income of the non-resident;
b) There are no deductions allowable against the income, and
c) Liability of the non resident is satisfied once the tax has been withheld and paid to the commissioner.

Tanzania
Uganda

12.8.

Section 87(1)

Transfer pricing
Transfer pricing regulations have been introduced and these are effective 1st July 2011. At the time of going to print the text of the regulations
was not publicly available. It is expected that these will be based on the OECD approach and provide the tax authorities with tools to impose tax
adjustments where transactions between related parties are not entered into on an arm’s length basis.
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Local withholding tax
Pay As You Earn (PAYE)
Employers are required to deduct tax from the employment income of their employees and to remit the tax to the tax department on or before the
15th of the month following the month of the deduction.

Navigation

13.2.

13.3.

Tanzania
Uganda

Section 118(1)

Goods and services
Where a government institution, local authority, a company in which the Government of Uganda has a shareholding or any person designated in a
notice issued by the Minister of Finance pays an amount exceeding UShs 1 million to any person in Uganda for the supply of goods and services, tax
at 6% must be withheld by the payer on the gross amount.

Kenya
Rwanda

Dividends and Interest
A resident company, paying dividends or interest to resident and non-resident shareholders must withhold tax on the gross amount of the payment
at the rate of 15%, subject to certain exceptions. The tax is a final tax and no further liability arises on that income.

Burundi
Ethiopia

Section 116(1)

13.4.

Section 119(1)

Imported goods
Importers of goods into Uganda are liable to pay withholding tax at the rate of 6% on the customs value of the goods at the time of importation.
The requirement does not apply to the following:
•   Petroleum or petroleum products including furnace oil, other than cosmetics, and fabrics or yarn manufactured out of petroleum products;
•   Plant and machinery;
•   Human and animal drugs;
•   Imports of exempt organisation/ persons;
•   Scholastic materials;
•   Raw materials imported by a manufacturer solely for generating finished products; and
•   An importer who the Commissioner General is satisfied has regularly complied with income tax obligations.
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Professional fees
With effect from 1 July 2001, any person making a payment to a resident professional for management or professional services rendered is required
to withhold 6% of the gross amount of the payment. The tax withheld is available for offset against the final tax due from the resident professional
for the year of income.
Those professionals that the Commissioner General is satisfied are regularly complied with obligations by the Income Tax Act are exempted from
withholding tax. A list is published bi-annually in the gazette following an application for being exempt from withholding tax.

Navigation
Burundi

All other professionals who are not covered by the above exemptions will have to apply to the Commissioner General for exemption.

13.6.

Purchase of an asset
A resident person who purchases an asset from a none resident person shall withhold tax on the gross amount of the payment at 15%

Ethiopia
13.7.

Kenya
Rwanda
Tanzania

Section 118B

Winnings of sports betting or pool betting
A person who makes payments for winnings of sports betting or pool betting shall withhold tax on the gross amount of the payment at a rate of
15%

13.8.

Section 119(A)

Section 118 C

Payment of reinsurance premiums
A resident person who makes payments of premium for reinsurance services to a non-resident person shall withhold tax on the gross amount of
the payment at a rate of 15%. This does not apply to reinsurance services provided by Uganda reinsurance company limited; African reinsurance
Corporation; and PTA reinsurance Company.

Section 118 D

Uganda
13.9.

Accountability for withholding tax
A withholding agent who fails to withhold tax is personally liable to pay the tax that has not been withheld and or remitted. The tax authority is
mandated to recover the tax from the agent as though it were tax due from the agent together with the accrued interest. The agent is however
entitled to recover the amount from the payee; any interest charged as a result of not withholding cannot however be recovered from the payee.

13.10.

Section 124(1)

Tax credit certificates
The withholding tax agent is required to deliver to the payee the tax credit certificate, showing the payment made and the tax withheld.
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14.1.1.

Navigation

14.1.2.

Burundi

14.1.3.

Ethiopia

14.2.

Rwanda
Tanzania
Uganda

Value Added Tax

14.2.1.

14.2.2.

Pay As You Earn (PAYE)
Every employer shall pay to the Commissioner any tax withheld within fifteen days after the end of the month in the prescribed form which is the
PAYE return.

Section 123

No return of income is necessary for an individual whose gross income consists exclusively of employment income derived exclusively from a single
employer from which tax has been withheld and paid.

Section 93(b)

An employee whose employment income for a tax year includes a gain on disposal of a right or option to acquire shares under an employee share
acquisition scheme is required to file a return of income.

Section 6 A

Provisional returns
A taxpayer who has income or expects to have income, which is not subject to withholding tax is liable to pay provisional tax based on the
estimated income for the year.

Section 111(1)

A provisional taxpayer, other an individual, pays two equal instalments of provisional tax on or before the last day of the 6th and 12th month of the
year of income.

Section 111(2)

14.2.3.

An individual is liable to pay four equal instalments of provisional tax on or before the last day of the 3rd, 6th, 9th, 12th months in the year of
income.

14.2.4.

Before the end of the year, the taxpayer is allowed to amend the provisional return earlier submitted.

14.3.

Quick Tax Guide

Returns

14.1.

Kenya

Income Tax

Final returns
These are completed and filed at the end of the accounting period and show the taxable income earned during the year. The final accounts
must accompany these returns (for companies with turnover above UGX 500,000,000). The due date for filing is six months after the end of the
accounting period. These are now filed electronically.
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14.4.2.

Navigation

14.5.

14.6.
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Extension of period within which to file
A taxpayer may apply to the Commissioner to extend the period in which to file a final return before the due date for filing. If the Commissioner is
satisfied that the taxpayer is unable to file returns due to absence from Uganda, sickness or other reasonable cause, he may grant an extension of
up to 90 days.

14.7.

Section 94

The granting of an extension to submit the return does not change the due date for payment of tax, i.e. there is no extension for payment of tax.

Business information return

Section 130(1)

Return of rental income
A resident individual receiving rental income must submit a return of gross rental income for each year of income, not later than 6 months after the
end of that year.

Kenya
Rwanda

Value Added Tax

Where a person carries on a business, and makes payments from sources within Uganda, other than employment income, interest, royalties,
management fees, he must submit a return of such payments within 60 days of the end of the year of payment.

Burundi
Ethiopia

Income Tax

Section 114(1)

Partnership return
A partnership is required to submit a return of income for each year not later than 6 months after the end of the year.

Section 65(3)

Tanzania
14.7.1.

Uganda

A resident individual does not have to file a return where:
•   The income consists mainly of employment income from a single employer;
•   The gross turnover of the taxpayer is less than 50 million shillings;
•   The income is subject to a zero rate of tax; and
•   The income of a non-resident is subject to withholding tax.

Section 94
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Assessments

15.1.

Navigation

Income Tax

General

15.1.1.

The Commissioner will issue assessments based on the return of income submitted by a taxpayer within five years of the date of the return.

Section 95(1)

15.1.2.

Where an assessment has been made, the Commissioner serves a notice of the assessment stating the amount of chargeable income, the tax
payable, the tax already paid if any and the time, place and manner of objecting to the assessment.

Section 95(6)

15.2.

Self-assessment

Burundi
All registered companies and individuals businesses are expected to submit a self-assessment returns

Ethiopia
Kenya

The taxpayer’s return is to be treated as a notice of assessment served by the Commissioner on the due date for the submission of the return or on
the actual day the return was furnished, whichever is later.

15.3.

Tanzania
Uganda

Estimated assessments
If a taxpayer fails to submit a return when required to, or the Commissioner is not satisfied with the return submitted, an estimate of the taxpayer’s
chargeable income and the tax payable may be made.

Rwanda
15.4.

Section 96

Section 95(2)

Additional assessments
The Commissioner may, within three years after the service of the notice of assessment, issue an additional assessment amending a previous one.

Section 97(1)

However, if the reason for making the additional assessment is fraud, neglect by or on behalf of the taxpayer or the discovery of new information
relating to the tax payable, the Commissioner may make the assessment for that year at any time.

Section 97(2)

<< Previous | Next >>
© 2015 Deloitte & Touche. All rights reserved.

Customs and Excise

16.

Value Added Tax

Quick Tax Guide

Objections and appeals

16.1.

If a taxpayer is dissatisfied with an assessment, he may lodge a written objection within 45 days of the service of notice of assessment stating the
grounds of objection.

16.2.

Section 99(1), (2)

The Commissioner may, upon a written application by a taxpayer, extend the time for lodging an objection where the Commissioner is satisfied that
the delay is due to absence from Uganda, sickness or other reasonable cause. Where the Commissioner refuses to grant an extension, a taxpayer
may apply to the Tribunal for review of the decision.

Navigation
16.3.

Section 99(3)(4)

After consideration of the objection, the Commissioner may either allow the objection in whole or in part and amend the assessment accordingly, or
disallow the objection.

Burundi
16.4.

As soon as practicable after making an objection, the Commissioner shall serve the taxpayer with notice of the decision. Where the objection
decision is not made within 90 days after the taxpayer lodged his objection with the Commissioner, the taxpayer may, by notice in writing to the
Commissioner, elect to treat the Commissioner as having made a decision to allow the objection. Such an election is treated as a notice of an
objection decision on the date the taxpayer’s election was lodged with the Commissioner.

Ethiopia
Kenya

Income Tax

16.5.

Rwanda

Section 99(5)

Section 99(6)(7)(8)

A taxpayer who is dissatisfied with an objection decision may, within 45 days of being served with the notice, make an application to the Tax
Appeals Tribunal for review of the objection appeal and should submit a copy of the application of appeal to the commissioner. The taxpayer could
also appeal directly to the High Court.

Section 100(1)

Where a taxpayer has lodged a notice of objection to an assessment, the taxpayer must pay to the Commissioner, the greater of 30% of the tax in
dispute and the amount of tax assessed but not in dispute pending final resolution of the objection.

Section 103(2)

Tanzania
16.6.

A taxpayer may appeal to the Registrar of the High Court if he is dissatisfied with a decision by the Tribunal within 5 working days of being notified
of the decision if it is on a point of law only.

Uganda
For any objection the onus is on the taxpayer to prove the extent to which the assessment is excessive orerroneous.

17.

Section 102

Payment of assessed tax

17.6.1.

17.6.2.

For taxpayers under self assessment, the tax is due on the date of furnishing the return of income and in any other case, assessed tax is payable
within 45 days after the date of service of the notice of assessment.

Section 103(1)

The Commissioner may allow a taxpayer to pay the tax due by instalments following an application in writing. Should the taxpayer default however,
the balance of the tax is payable immediately. Even where the tax is payable by instalment, there is liability for interest on the unpaid balance of the
tax due.

Section 103(5)(6)
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Offences and penalties

Offence

Penalty

Reference

Non-payment of tax, including withheld tax, provisional and
penal tax

Simple interest of 2% per month on the unpaid amount from the due date to the date of payment

Section 136

Failure to furnish a return of income

•• Penal tax is the greater of 2% of the tax payable and UShs 200,000 per month.

Section 151

•• A fine not exceeding UShs 300,000 is imposed on conviction on a person who fails to submit a return or any other document within 15 days of being requested to do so.

Section 137

Navigation

•• After direction by the Court, a fine not exceeding UShs 400,000 is imposed for failing to furnish
the specified return or document within the time specified by the Court.

Burundi
Failure to maintain proper records

•• Penal tax of twice the amount of tax payable for the year is imposed.

Section 152

Ethiopia

•• If the failure is deliberate, a fine of not less than UShs 300,000 or imprisonment for a term not exceeding one year is imposed on conviction.

Section 139

Kenya

•• In any other case, a fine of not more than UShs 500,000 is imposed on conviction.

Rwanda
Tanzania

Understating provisional tax estimates, i.e. where a taxpayer’s
estimate of income as per provisional estimates is less than
90% of his actual chargeable income for the year

•• Penal tax of 20% of the difference between the tax on the taxpayer’s original or revised provisional
estimate and the tax in respect of 90% of his actual income for the year is imposed.

Section 154

•• Does not apply to a taxpayer who is in the business of agricultural, plantation or horticultural farming.
Making false or misleading statements

Uganda

•• Penal tax equal to double the difference between the tax properly payable and the tax assessed
as payable based on the false or misleading statement or omission.

Section 153

•• If the statement or omission was made knowingly or recklessly, a fine on conviction of not less than
UShs 500,000 shillings and/or to imprisonment for a term of not more than one year.

Section 142

•• In any other case, a fine on conviction of not more than UShs 500,000.
Failure to comply with a notice to
obtain information or evidence

Fine on conviction not exceeding UShs 500,000.

Section 140

Failure to comply with recovery
provision

Fine on conviction not exceeding UShs 500,000. The person is also liable for the tax that was the subject
of the recoverynotice.

Section 138

Improper use of Tax Identification
Number, i.e. use of a false TIN

Fine on conviction of not less than UShs 500,000 and/or imprisonment for a term not exceeding one year.

Section 141

Obstructing an officer of the Authority

Fine on conviction of not more than UShs 500,000.

Section 143

Aiding and abetting a person to commit an offence

Fine on conviction of not more than UShs 500,000 and/or imprisonment for a period of one year.

Section 144

Bribery or other corruption on the part of URA officers or on
the part of taxpayers

Fine on conviction of not less than UShs 500,000 and imprisonment for a term on not less than 3 months.

Section 145
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Offences committed by companies
If a company commits an offence, every person who was a nominated officer, director, general manager, secretary or similar officer or anyone acting
or purporting to act in that capacity at the time of the offence is committed, is deemed to have committed the offence.
The penalties will not be imposed if it can be shown that the offence was committed without the knowledge or consent of the person or that he
has exercised all diligence to prevent the offence being committed.

Navigation
Burundi
Ethiopia

19.2.

20.
20.1.

The Commissioner General is expected to make a decision and notify within 30 days of the objection being lodged. If the Commissioner General
does not respond within this period, the objection is treated as being allowed.

Section 146

Records and books of accounts
General
Every taxpayer is required to maintain accounts and records as evidence for the information contained in the return and to enable the tax payable to
be determined. The records and accounts are to be retained for a period of five years.

Kenya
20.2.

Section 129

Access to books and records

Rwanda
The Commissioner or an authorised officer has full and free access to any premises, place, book, record or computer without prior notice.

Tanzania

He has the power to:
•   Extract or copy from any book, record or computer;
•   Seize any book or record as evidence to determine liability to tax, interest, penal tax or penalty;
•   Retain any book or record for as long as it is required; and
•   Seize and retain the computer where a hard copy or disk of information is not provided.

Uganda

An officer of the URA may only exercise the above powers on authorisation in writing from the Commissioner and this authorisation must be
produced to the occupant of the premises or place to which the exercise of power relates.

20.3.

Section 131(1)(2)

Tax clearance certificates
A tax clearance certificate, certifying that no income tax is outstanding against the taxpayer, must be obtained by a taxpayer who:
•   Provides a passenger transport service or freight transport service using goods vehicle with load capacity of more than 2 tonnes;
•   Supplies goods or services to the Government; and
•   Transfers funds of over UShs 50 million outside of Uganda.

Section 134
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Appendix 1: Income tax rates for individuals
Residents
The threshold has been increased to UShs 2,820,000 per annum with effect from 1st July 2012. For individuals with income of UShs 120,000,000 and
above, an additional 10% will be imposed.

Navigation
Burundi
Ethiopia
Kenya
Rwanda
Tanzania

Income/annum (UShs)

Rate %

Cumulative tax payable (UShs)

0 – 4,020,000

10

402,000

4,020,001 - 4,920,000

20

582,000

Over 4,920,000

30

Over 120,000,000

10*

* This is an additional tax imposed on income in excess of 120,000,000.

Non-residents
Income/annum (UShs)

Rate %

Cumulative tax payable (UShs)

0 – 2,820,000

0

Nil

2,820,001 -4,020,000

10

120,000

4,020,001 – 4,920,000

20

300,000

Over 4,920,001

30

Over 120,000,000

10*

Uganda
* This is an additional tax imposed on income in excess of 120,000,000.

National Social Security Fund (NSSF)
NSSF is charged at the rate of 15% of monthly salary, wages or cash allowances. Both employers and employees contribute 10% and 5%
respectively. The 10% contribution by the employer is now an allowable deduction from the gross income of the employer with effect from 1 July
2004.
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Appendix 2: Small business tax rates
Businesses with gross turnover not exceeding UShs 50 million will apply the small business taxpayer rates shown below, unless the election is made.

Navigation
Burundi

Gross Turnover (UShs)

Tax Payable (UShs)

0 - 10,000,000

NIL

10,000,001 - 20,000,000

Lower of 450,000 or 3 % of gross turnover

20,000,001 - 30,000,000

Lower of 750,000 or 3 % of gross turnover

30,000,001 - 40,000,000

Lower of 1,050,000 or 1% of gross turnover

40,000,001 - 50,000,000

Lower of 1,350,000 or 1 % of gross turnover

Tax payable may be reduced by:

Ethiopia

(a) credit for withholding tax paid in the year of assessment; and
(b) provisional tax paid in the year of income.

Kenya
Rwanda
Tanzania
Uganda

<< Previous | Next >>
© 2015 Deloitte & Touche. All rights reserved.

Customs and Excise

Income Tax

Value Added Tax

Quick Tax Guide

Appendix 3: Tax rates for companies
The income tax rate applicable to resident companies, permanent establishments of non-resident companies and trusts and retirement funds is
30%.

Mining companies

Navigation

The tax rate applicable to mining companies is calculated according to the following formula:

70 - 1500/x

Burundi
Ethiopia
Kenya
Rwanda

x = the number of percentage points represented by the ratio of the chargeable income of the mining company for the year to the gross revenue of the
company for that year.

If the tax rate calculated from the above is less than 25%, the rate applicable is 25%. If the tax rate calculated is more than 45%, the rate applicable is 45%.
When the x factor is between 0 - 33 the tax rate will be 25%.

When the x factor is 60 or more then the tax rate is 45%.
•   Branch profits are taxed an additional 15% of the after tax profits repatriated.

Tanzania

•   The tax rate for trustees and retirement funds is 30%.
•   Rental income for individuals is charged to tax at the rate of 20% of the gross chargeable income where this is more than UShs 2,820,000 and after
allowing 20% of the gross rental income as expenditures and losses.

Uganda

<< Previous | Next >>
© 2015 Deloitte & Touche. All rights reserved.

Customs and Excise

1.

Income Tax

Value Added Tax

Quick Tax Guide

The Uganda Value Added Tax Act

The Uganda Value Added Tax Act was enacted in 1996 and came into force on 1 July 1996. Following the revision of the Laws of Uganda in 2002, the VAT Act was
revised to the Value Added Tax Act, CAP 349.
In order to provide our clients with more up to date information we have incorporated the amendments to the Act up to and including the provisions of the Finance Act 2014 and the changes proposed in the Value Added Tax (Amendment) 2014.

Navigation

All the amendments to the Value Added Tax Act can be purchased from Government printers. We have also compiled all the amendments.
Please contact our tax department for further details.

Burundi
Ethiopia

2.
2.1.

Kenya
2.2.

Rwanda
Tanzania
Uganda

Basis of charge to tax
VAT is charged on:
•  every taxable supply made by a taxable person;
•  every import of goods other than an exempt import; and
•  the supply of imported services other than an exempt service, by any person.

Section 4

A taxable person may be an individual, a partnership, company, trust or any public authority or body, who makes or intends to make taxable supplies
while registered or required to be registered.

Section 6

2.3.

There are three categories of tax, standard rate of 18%, exempt and zero-rated. The Second schedule of the VAT Act specifies all goods and services
that are exempt, whilst the third schedule lists all zero rated goods. Any goods or services that are not included in the two schedules are deemed to be
taxable at the standard rate of 18%.

2.4.

Tax is declared and payable:
•  For a taxable supply - by the person making the supply;
•  On the importation of goods - by the importer; or
•  On the importation of services- by the recipient of the imported services.

Section 5
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Navigation
Burundi
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Registration and de-registration

3.1.

Ethiopia

Income Tax

Registration
Any person who carries on any commercial enterprise and is not registered for VAT, becomes liable to be registered:
•  within 20 days of the end of any period of three calendar months in which the commercial enterprise made taxable supplies whose value, exclusive
of any tax, exceeds one-quarter of the annual threshold limit; or
•  at the beginning of any period of three calendar months, where the person expects the commercial enterprise to make taxable supplies whose value
excluding VAT will exceed one-quarter of the annual threshold limit; or
•  at the beginning of any period of three calendar months  where there are reasonable grounds to expect that total value exclusive of any tax of
taxable supplies will exceed the annual threshold
•  if that person chooses to register voluntarily.

3.1.2.

The annual threshold is currently set at UGX 50 million.

3.1.3.

It is possible for a person to register before the commencement of business under certain circumstances.

3.1.4.

The effective date of registration for compulsory registration is the beginning of the tax period immediately following the period in which the liability to
apply for registration arose. Consequently, if a person submits a late application for registration, he will be expected to account for the tax payable for
the period during which the failure continued.

Rwanda
3.1.5.

Tanzania
Uganda
3.1.6.

3.2.

Section 7(1)(a)
Section 7(1)(b)

Section 7(2)

Voluntary registration is permissible, at the discretion of the Commissioner-General, who may refuse to register any person who has no fixed place of
abode or business, or where the Commissioner-General has reasonable grounds to believe that the person:
•  Will not keep proper accounting records;
•  Will not submit regular and reliable tax returns as required; or
•  Is not a fit and proper person to be registered.

Section 8(3)(a)

Section 8(2)(a&b)

As a registered person, one would have the following obligations:
•  To maintain records as required by the law;
•  Submit monthly returns and pay the tax due on them; and
•  Charge VAT on all taxable supplies made by him.

The effects of VAT registration

3.2.1.

Registration takes effect from the beginning of the tax period immediately following the period in which the liability to apply for registration arises.

Section 8(3)(a)

3.2.2.

For a taxpayer who makes a voluntary registration, registration takes effect from the beginning of the tax period immediately following the period in
which the application was made. A person may apply to have a different effective date from the above.

Section 8(3)(b)
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Navigation

3.3.1.

Burundi
Ethiopia

3.4.
3.4.1.

Quick Tax Guide

On registration the Commissioner-General will issue a registration certificate which will state, among others, the date of registration and number. The
certificate must be displayed at the main business premises and VAT charged from that date.

8(2) SI No. 38 of
1996 clause 5

The taxpayer is then entitled to claim the tax charged on goods and assets held in the business at the date of registration, provided, the goods are on
hand at the date of registration and provided the supply or import occurred not more than six months prior to the date of registration.

Change in the taxpayer’s status
A registered person must communicate to the Commissioner-General within 14 days of the occurrence of a change in status for example:
•  Name or address;
•  Circumstances which render the person ineligible for registration; or
•  Material change in the nature of business activities or taxable supplies being made.

Section 8(10)

Cancellation of registration

Section 9(2)

The Commissioner-General may cancel the registration of a taxable person who has not applied for cancellation of registration if he is satisfied that the
person is neither required nor entitled to apply for registration where the person:
•  Has no fixed place of abode or business;
•  Has not kept proper accounting records; or
•  Has not submitted regular and reliable tax returns, is, in the opinion of the Commissioner-General, not a fit and proper person to be registered.

Section 9(5)

3.4.3.

A person who made a voluntary application for registration cannot apply for cancellation of registration before the expiry of two years.

Section 9(3)

3.4.4.

The cancellation of registration takes effect from the end of the tax period in which the registration is cancelled.

Section 9(7)

3.4.5.

Upon cancellation of registration the taxable person is deemed to have made a taxable supply in respect of all goods on hand, including capital goods at
the date of registration. Such a person is required to account for output tax on such goods on the basis of the fair market value of the goods at the time
his registration is cancelled.

Section 9(9)

3.4.2.

Tanzania
Uganda

Value Added Tax

The registration of a taxable person may be cancelled under the following circumstances:
•  A registered person has ceased to make taxable supplies for consideration as part of his business activities; or
•  If the value of taxable supplies in respect of the most recent period of three months falls below one quarter of the annual threshold turnover
(currently 50 million) and the value of taxable supplies for the previous 12 months does not exceed 75% of the annual threshold turnover.

Kenya
Rwanda

Income Tax

3.4.6.

The registered person will be required to complete the final VAT return and pay any tax due within 15 days of the date of cancellation.

3.4.7.

The above provision may result in a significant tax liability, so it is advisable to evaluate the consequences before a person makes a voluntary application
for deregistration.
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The consequences of de-registration are:
•  The taxpayer ceases to be a taxable person and cannot charge VAT on supplies that he makes; and
•  As a non-taxable person, he will not be entitled to claim the VAT charged on supplies made to him.

8(2) SI No. 38 of
1996 clause 5

Supplies of goods and services

4.1.

Navigation

Income Tax

4.1.1.

Taxable supplies
VAT is chargeable on the supply of goods and services in Uganda other than an exempt supply, where the supply and the goods or services are supplied
by a taxable person for consideration in the course of a business carried on by him.

4.1.2.

VAT is also charged on the importation of goods, which are not exempt imports and on the importation of any services.

4.1.3.

A supply is made for consideration if the supplier directly or indirectly receives payment for the supply. The payment can be in money or in kind.

4.2.
4.2.1.

Section 18

The supply of goods
The supply of goods means any arrangement under which the owner of the goods parts or will part with possession of the goods including a lease or an
agreement of sale or purchase.

Section 10(1)

4.2.2.

A supply of goods also includes:
•  The application of goods for own use

Section 10(2)
Section 11(3)

4.2.3.

A supply is made for consideration if the supplier directly or indirectly receives payment for the supply. The payment can be in money or in kind.

Rwanda
Tanzania

Section 10

Uganda
4.3.

The supply of services

4.3.1.

The supply of services is defined as a supply which is not a supply of goods or money, including:
•  The performance of services for another person;
•  The making available of any facility or advantage; or
•  The toleration of any situation or the refraining from the doing of any activity.
•  The provision of thermal and electrical energy, heating, gas, refrigeration, air conditioning and water

4.3.2.

The supply of services made by an employee to an employer by reason of employment does not constitute a supply made by the employee.

Section 11(2)
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Taxable supplies
Section 18

Navigation
Burundi

4.4.1.

Where a supply of services is incidental to the supply of goods it will be treated as part of the supply of goods.

4.4.2.

Where a supply of goods is incidental to the supply of services, it will be treated as part of the supply of services.

4.4.3.

A supply of services incidental to the importation of goods is treated as part of the import of goods.

4.4.4.

A taxable supply is a supply of goods or services, other than an exempt supply, made by a taxable person for consideration as part of his or her
business activities.

4.4.5.

The business activities of an individual do not include activities carried on by him or her only as part of his or her hobby or leisure.

4.4.6.

A supply is made for consideration if the supplier directly or indirectly receives payment for the supply, whether from the person supplied or any other
person, including any payment wholly or partly in money or kind.

4.4.7.

The application to own use by a taxable person of goods and services supplied to a person for the purposes of the person’s business activities shall be
regarded as a supply of those goods and services for consideration as part of the person’s business activities.

4.4.8.

For the purposes of 4.4.7 above, a supply of business goods and services for no consideration is an application to own use.

4.4.9.

Where goods and services have been supplied to a taxable person for the purposes of the person’s business activities, the supply of those goods and
services for reduced consideration shall be regarded as a supply for consideration unless the goods and services are supplied or used only as trade
samples.

4.4.10.

A supply is made for reduced consideration if the supply is made between associates for no consideration or between associates for a consideration
that is less than the fair market value of the supply.

4.4.11.

The sale or disposal of a business asset by a taxable person is a taxable supply.

Ethiopia
Kenya
Rwanda
Tanzania
Uganda
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Taxable supplies

4.5.1.

A supply of goods or services made by a person as an agent for another person being a principal is treated as supply by the principal. Consequently,
the goods or services by the agent on behalf of the principal are treated as supplies by the principal.

4.5.2.

The agent must charge VAT on the goods or services supplied on behalf of the principal, if the principal is registered for VAT. If the principal is not
registered for VAT, the agent cannot charge VAT whether the agent is registered or not. It is the responsibility of the principal to obtain registration for
VAT in respect of the goods or services he supplies through an agent.

4.5.3.

Where VAT is chargeable in respect of the goods or services supplied by the principal through the agent a tax invoice must be issued either by the principal
through the agent if the agent has a written authority from the principal to do so. A tax invoice is issued only to customers who are registered for VAT
otherwise a commercial invoice is issued.

Navigation
Burundi
4.6.

Section 13

Types of supplies

Ethiopia
4.6.1.

Supplies of goods or services made are either:
•• Standard rated;

Kenya

•• Zero rated; or
•• Exempt.

Rwanda
Tanzania

4.6.2.

Where a supply is not zero rated or exempt, it is deemed to be standard rated.

4.6.3.

Where goods or services supplied are zero rated there are two significant consequences:
•• No tax is chargeable on the supply; but
•• Input tax suffered may be recovered.

Uganda
4.7.

Exempt supplies

4.7.1.

Supplies of exempt goods and services are business transactions on which VAT is not chargeable at either the standard or zero rated.

4.7.2.

No tax is charged on exempt supplies. In addition, the value of exempt supplies will be disregarded in determining whether the value of supplies made
by a person exceeds the annual registration threshold.

4.7.3.

A person who makes only exempt supplies cannot register for VAT.

4.7.4.

Exempted supplies are listed in the second schedule to the VAT Act, (Appendix).

Section 19(1)
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4.7.5.

The supply of goods as part of the transfer of a business as a going concern by one taxable person to another taxable person is treated as an exempt
supply.

4.7.6.

Both the transferor and the transferee are required to notify the Commissioner-General in writing of the details within 21 days of the transfer. This
treatment as an exempt supply could adversely affect the input tax recovery for a partially exempt trader.

4.7.7.

Section 18(9),
Schedule II (1)
(k) Practice
Note dd 216/08

Section 19(2)

Where VAT is chargeable in respect of the goods or services supplied by the principal through the agent a tax invoice must be issued either by the principal
through the agent if the agent has a written authority from the principal to do so. A tax invoice is issued only to customers who are registered for VAT
otherwise a commercial invoice is issued.

Burundi
4.8.

Ethiopia

Exempt imports

4.8.1.

An import of goods is exempted if the goods are exempt from customs duty under the Fifth Schedule of the East African Community Customs Management Act, 2004 (Act No. 1 of 2005 of the East African Community) or if it would be exempt had they been supplied in Uganda.

Kenya
Rwanda

An import of a service is an exempt import if the service would be exempt had it been supplied in Uganda.

4.9.

Section 20A

Exempt supplies
The rules applied to determine whether goods or services are supplied in Uganda are as follows:

Tanzania
4.10.

Uganda

Section 20

Supply of goods

4.10.1.

A supply of goods takes place where the goods are delivered or made available by the supplier.

4.10.2.

This means that the location of the goods is ignored but instead the point of delivery is considered. If the goods are delivered to a destination within
Uganda the supply will be treated as having taken place in Uganda.

4.11.
4.11.1.

Section 15(1)

Supply of services
The supply of services takes place where the services are rendered.

Section 16(1)
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4.12.
4.12.1.
4.13.

4.14.

A supply of services in connection with immovable property takes place where the immovable property is located.

Section 16(2)

Exports

Imports

4.14.2.

This means that the location of the goods is ignored but instead the point of delivery is considered. If the goods are delivered to a destination within
Uganda the supply will be treated as having taken place in Uganda.

4.15.

Uganda

Immovable property

An import of goods takes place:
(a) where customs duty is payable, on the date on which the duty is payable; or
(b) in any other case, on the date the goods are brought into Uganda.

Kenya

Tanzania

Quick Tax Guide

4.14.1.

Ethiopia

Rwanda

Value Added Tax

Where goods or services are exported from Uganda the supply is treated as having been made in Uganda.

Navigation
Burundi

Income Tax

4.15.1.
4.16.

Section 15(1)

Supply of services
The supply of services takes place where the services are rendered.

Section 16(1)

Time of supply

4.16.1.

The time of supply is technically referred to as the tax point. The tax point has far reaching consequences for VAT purposes.

4.16.2.

The general rule is that a tax point occurs on the earliest date on which:
•  The goods are delivered or made available, or the performance of the service is completed;
•  Payment for the goods or services is made; and
•  A tax invoice is issued.

Section 14(1)(c)

The tax point for goods or services supplied by way of gift is the date on which the ownership of the goods passes or the performance of the service is
completed.

Section 14(1)(b)

4.16.3.

4.16.4.

A supplier of such goods is required to keep a record of the date on which the supply took place.

Section 15(1)

Section 14(4)
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Navigation
Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda

Income Tax

Value Added Tax

Quick Tax Guide

Hire purchase or Finance lease

4.17.1.

Under hire purchase arrangements or finance leases the tax point occurs when the goods are made available.

Section 14(2)

4.17.2.

Where the goods or services are supplied under a rental agreement or an agreement or law which provides for periodic payments, then the goods or
services are taken as successively supplied and the tax point for each successive supply occurs on the earlier of the date on which payment is due or
received.

Section 14(2)
(a&b)

4.17.3.

Rental agreement is defined as any agreement for the letting of goods other than a hire purchase agreement or finance lease

Section 14(5)

5.

Value of supplies

5.1.

Taxable value of supply

5.1.1.

Generally, the taxable value of a supply is the total consideration paid in money or in kind.

5.1.2.

The taxable value is the fair market value of the goods and services at the time of supply, excluding any interest or finance charges.

5.2.
5.2.1.

5.3.
5.3.1.

5.4.
5.4.1.

Section 21(1)
Section 21(2)(a)

Self supply of goods
The taxable value of a taxable supply of goods for own use is the fair market value of the goods at the time the supply is made. The time of supply is
the date on which the goods are first applied to own use

Section 21(2)(b)

Supplies for reduced consideration
Where goods have been supplied for reduced consideration they are treated as having been supplied for a consideration. A supply is made for a
reduced consideration if the supply is between associates or between associates for a consideration that is below the fair market value; the taxable
value for a taxable supply for reduced consideration is the fair market value.

Section 14(4)

Self supply of goods

Section 9(9)

A taxable person whose registration has been cancelled is treated as having made a supply of all the goods on hand, including capital goods and is
liable to account for output tax at the time the registration is cancelled. In such a case, the value of the goods is the fair market value of those goods
at the time of supply is deemed to have been made.

Section 14(1)(c)
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6.

Ethiopia
Kenya

Quick Tax Guide

The taxable value of imported goods is the sum of:
•  The value of the goods as ascertained for purposes of customs duty;
•  The amount of customs duty, excise duty, and any other taxes paid other than VAT; and
•  The value of any services supplied in connection with the import of the goods other than those services taken up in the value for duty.

Section 23
(a,b,c)

Calculation of tax payable

6.1.

Burundi

Value Added Tax

Imported goods

5.5.1.

Navigation

Income Tax

6.1.1.
6.2.

General
Tax payable on a taxable transaction is calculated by applying the rate of tax to the taxable value of the transaction.

Section 24(1)

Invoice basis of accounting for VAT

6.2.1.

The common method of accounting for VAT is the invoice method.

6.2.2.

In addition, the taxable person is entitled to claim deductible input tax on the basis of the invoices received, whether or not he has actually paid for the
supplies made to him.

Rwanda
6.3.

Section 21(2)(b)

Cash basis of accounting for VAT

Tanzania
6.3.1.

An alternative method is to account for VAT on a cash basis. Under this method the taxable person does not need to account for VAT to the URA until
he has been paid for the supplies he has made.

6.3.2.

The cash basis for accounting for VAT can only be used by small traders, one whose annual turnover does not exceed UGX 200 million.

Section 26(1)

6.3.3.

A small trader may elect to account for VAT on a cash basis by applying in writing to the Commissioner-General by the due date for the first return in
which the new method is to be applied.

Section 26(3)

Uganda

6.3.4.

The application must provide the following details:
•  details regarding the business, including the value of sales excluding VAT; and
•  The date from which the taxpayer effectively wishes to use the method.

6.3.5.

The election to apply the cash basis of accounting will remain in force until the taxable person withdraws it by a written notice to the CommissionerGeneral.

Section 26(6)
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Ethiopia
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6.3.6.

Alternatively, the Commissioner-General may, by notice in writing to the trader, direct that person to use the invoice method of accounting. A person
who has elected to use the cash basis of accounting cannot withdraw the election before expiry of two years, unless he demonstrates that his annual
turnover of taxable supplies has exceeded UGX 200 million and therefore he does not qualify to use the method.

Section 26(7)

6.3.7.

Once a taxable person has elected to use the cash basis of accounting for VAT the person must account for both the output tax payable and the input
tax credited on a cash basis.

Section 26(4)

6.4.

Input tax

6.4.1.

This is defined as the tax paid or payable in respect of a taxable supply to a taxable person or on the importation of goods by a taxable person.

Section 1(1)

6.4.2.

Registered suppliers are allowed to deduct the tax charged to them from the tax collected from their customers and the difference is paid to, or
refunded by the URA.

Section 28

6.4.3.

The general rule is that:
Tax suffered can be claimed as input tax only by taxable persons if:
•  It is attributable to the taxable supplies; and
•  That person has a valid tax invoice; unless
•  The tax relates to supplies in respect of which the law expressly prevents the claiming of a credit.

6.4.4.

Where a taxable person does not have a tax invoice evidencing the input tax paid, the Commissioner-General may allow an input tax credit where he is
satisfied that:
•  The taxable person took all reasonable steps to acquire an invoice;
•  The failure to acquire an invoice was not the fault of the taxable person; and
•  The amount of input tax claimed by the taxable person is correct.

Kenya
Rwanda

Income Tax

Tanzania

Section 28(12)

Uganda
6.5.
6.5.1.

6.5.2.

Specific rules
Where a taxable supply to, or the importation of goods by, a taxable person is partly for a business use and partly for another use, the amount of input
tax allowed as a credit is that part which relates to business use.

Section 28(6)

Where all the taxable person’s supplies are taxable supplies then all the tax charged to the person can be claimed as input tax, except where the credit
is expressly denied by law.

Section 28(7)(a)
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Where only part of the taxable person’s supplies are taxable, i.e. partly taxable and partly exempt, the amount of tax claimed as input tax is restricted
to the tax in respect of the taxable supplies using the following formula:

Section 28(7)(b)
AXB/C

A x B/C Where
A = the total input tax for the period
B = the value of taxable supplies
C = the value of all supplies other than transfer of business as a going concern

Navigation
B/C < 0.5 No input tax credit is allowed
B/C > 0.95 All input tax is allowed
B/C between 0.5 and 0.95 Apportion the allowed input

Burundi
6.5.4.

Where the value of taxable supplies is less than 5% of the total supplies then no credit for input tax is obtained.

6.5.5.

Where the value of taxable supplies is more than 95% of the total supplies all the deductible input tax is credited.

6.5.6.

Where a taxable person makes both taxable and exempt supplies he may use other methods of approximating the deductible tax subject to the
approval of the Commissioner-General.

Ethiopia
Kenya
Rwanda
Tanzania
Uganda

6.6.
6.6.1.
6.7.
6.7.1.

Section 28(9)
Section 28(10)

Output tax
This is the tax charged on the taxable supplies made by a taxable person.

Section 1(o)

Tax invoice
Taxable persons making taxable supplies to other taxable persons are required to provide them with a tax invoice at the time of supply. Whilst the tax
invoice primarily provides written evidence of goods and services supplied they are virtually certificates of tax deduction, which will be indispensable to
the persons acquiring the goods and services when obtaining relief for input tax suffered.

Section 29(1)
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The requirement to issue tax invoices is limited to the provision of tax able goods and services to another taxable person and they may not apply
where:
A tax invoice must record the following particulars:
•  The word “ tax invoice” written in a prominent place;
•  The commercial name, address, place of business and the Taxpayer identification and VAT registration number of the taxable person making the
supply;
•  The commercial name, address, place of business and the Taxpayer identification and VAT registration number of the recipient of the supply;
•  The serial number and the date on which the tax invoice is issued;
•  A description of the goods or services supplied and the date on which the supply is made;
•  The quantity or volume of goods or services supplied;
•  The rate of tax for each category of goods and services described in the invoice;
•  The total value of the supply, the amount of tax charged and the total tax inclusive value of the supply; and
•  Where the consideration includes the tax element, the consideration for the supply, a statement that it includes the tax and the rate at which tax
was charged.

Section 29(8),
4th
Schedule
clause 2

6.7.3.

The person making the taxable supply is required to retain a copy of the tax invoice.

Section 29(2)

6.7.4.

If a customer loses the original tax invoice the supplier may provide a duplicate clearly marked “copy”.

Section 29(3)

6.7.5.

A person who has not been issued with a tax invoice may, within 30 days of the date of the supply, request the supplier to provide one. The supplier is
required to comply with the request within 14 days.

Section 29(5)
(6)(7)

Burundi

Kenya

Value Added Tax

6.7.2.

Navigation

Ethiopia

Income Tax

7.

Returns and assessments

7.1.

The VAT return

Uganda
7.1.1.

7.1.2.

7.1.3.

A taxable person is required to lodge a return for each tax period to the Commissioner-General within 15 days after the end of the tax period. Any tax
due is paid on the same date.

Section 31(1)

The Commissioner-General may extend the period in which a tax return is to be lodged upon application in writing by the taxable person, where good
cause is shown by the taxable person.

Section 31(4)

A person who is not satisfied with the return he has submitted may apply in writing to the Commissioner-General to make any additions or alterations.
Such an application should be made within three years after the date on which the return was lodged.

Section 32(4)(5)
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Collection and recovery of tax

8.1.

Refund of tax

8.1.1.

If, in any tax period, a person’s input tax claimed exceeds the output tax for the period, the Commissioner-General will refund the excess within two
months of the date when the return was made.

Section 42(1)

Navigation

8.1.2.

This time limit will not be binding on the Commissioner-General if he requires the taxpayer to provide accounts and records to substantiate the claim
for refund and the taxpayer fails to do so within 7 days of being requested.

Section 42(6)

Burundi

8.1.3.

A claim for refund must be made within three years of the tax period in which tax was overpaid.

Section 42(4)

8.1.4.

Once the claim for refunds has been submitted, the Commissioner-General will serve a notice in writing of his decision in respect of the claim.

Section 42(7)

8.1.5.

The Commissioner-General will be required to pay interest on refunds due at a rate of 2% per month compounded on the tax to be refunded.

Section 44(1)

8.1.6.

The following persons are also entitled to a refund of tax paid:
•  Any person enjoying full or limited immunity, rights or privileges under any local or international law applicable in Uganda or under recognised
principles of international law; and
•  Any diplomatic or consular mission of a foreign country.

Section 45(1)

Ethiopia
Kenya
Rwanda
Tanzania

8.2.

Recovery of tax

8.2.1.

Where a person liable fails to pay tax on the due date, the Commissioner-General is empowered to require any person listed below by a notice in
writing to pay the money to him on the date specified in the notice:
•  Any person owing or who may owe money to that person;
•  Any person who may subsequently hold money for, or on account of the person; and
•  Any person having authority from some other person to pay money to the delinquent taxpayer.

8.2.2.

Any person appointed as a receiver in Uganda must write to notify the Commissioner-General of his appointment within 14 days after being
appointed.

Uganda

Section 41(1)

8.2.3.

No receiver shall part with any asset in Uganda, which is held by the receiver in his capacity as receiver without the prior permission of the
Commissioner-General.

8.2.4.

The Commissioner will notify the receiver in writing of the amount which, in his opinion, appears to be sufficient to provide for any tax which is or will
become payable by that person whose assets are in the possession of the receiver.

Section 41(2)
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8.2.5.

The receiver will be required to set aside this amount out of the proceeds of sale of an asset.

8.2.6.

However, the receiver may pay any debt that has priority over the tax due.

Value Added Tax

Quick Tax Guide

Section 41(4)
Section 41(4)(c)

Navigation
Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda
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Navigation
Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda

Income Tax

Value Added Tax
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Offences and penalties

Offence

Penalties

Failure to apply for registration under compulsory registration deliberately or recklessly

Fine of up to UShs 500,000 or imprisonment for up to two years or both.

Failure to apply for registration under compulsory registration, for any other reason

Fine of up to UShs 300,000 and or imprisonment for up to six months.

Failure to notify the Commissioner-General of a change in status, deliberately or recklessly.

Fine of up to UShs 500,000 and/or imprisonment for up to two years.

Failure to notify the Commissioner-General of a change in status, for any other reason.

Fine of up to UShs 300,000 and/or imprisonment for up to two years.

Failure to apply for cancellation of registration as required, deliberately or recklessly.

Fine of up to UShs 500,000 and/or imprisonment for up to two years.

Failure to apply for cancellation of registration as required, for any other reason.

Fine of up to UShs 300,000 and/or imprisonment for up to two years.

A person who fails to apply for registration will, in addition to the above penalty, be liable to
a penal tax to double the amount of the tax payable for the period during which the failure
continued.
Failure to issue a tax invoice, credit or debit note, at the time of supply.

Fine not exceeding UShs 500,000 and/or imprisonment for a term of up to two years

Failure to issue a credit or debit note following adjustments to a taxable supply.

Fine not exceeding UShs 500,000 and/or imprisonment for a term of up to two years

Issuing a tax invoice or credit or debit notes in contravention of the Act deliberately or recklessly.

Fine not exceeding UShs 500,000 and/or imprisonment for a term of up to two years

Issuing a tax invoice or credit or debit notes in contravention of the Act in any other case other
than deliberately or recklessly.

Fine not exceeding UShs 300,000 and/or imprisonment for a term of up to six months or both

Failure to pay tax by the due date

Penal tax on the tax payable at a rate 2% per month compounded.

Failure to comply with the Commissioner’s notice to hold payment to a person who has not
paid tax.

Fine not exceeding UShs 500,000 and/or imprisonment for up to two years. In addition,
the Court may order that person to pay the outstanding tax.

A receiver who does not comply with the requirements of the Act in relation to the assets of
a delinquent taxpayer,.

Fine not exceeding UShs 500,000 and/or imprisonment for up to two years.

Deliberate or reckless failure to keep proper records.

Fine not exceeding UShs 500, 000 and/or Imprisonment for up to two years.

Failure to keep proper records for reasons other than the above.

Fine not exceeding UShs 300, 000 and/or Imprisonment for up to six months.

Failure to provide the Commissioner or authorised officer with all reasonable facilities and
assistance.

Fine not exceeding UShs 300, 000 and/or imprisonment for up to six months.

Improper use of TIN or using someone else’s TIN on a return.

Fine not exceeding UShs 500,000 and/or imprisonment for up to two years.

Making a false or misleading statement to an officer of URA in a material particular, knowingly
or recklessly.

Fine not exceeding UShs 500,000 and/or imprisonment for up to 5 years.

Obstructing an authorised officer of the URA in the performance of his duties.

Fine not exceeding UShs 500,000 and/or imprisonment for up to two years.

Offering or making payment or reward to an officer of URA where ultimately tax revenue is or
may be defrauded.

Fine not exceeding UShs 500,000 and/or imprisonment for up to five years.

An officer of URA committing the above offence.

Fine not exceeding UShs 500,000 and/or imprisonment for up to five years.
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9.1.

Quick Tax Guide

Returns
Failure to lodge a return or any other document within the time limit prescribed is an offence for which a fine not exceeding UShs 300,000 and /or
imprisonment for a term not exceeding six months will be imposed.

9.1.2.

After conviction, if that person still does not submit the return or document required within the period specified by the Commissioner-General, he will
on conviction, be liable to a fine of UShs 50,000 for each day during which the failure continues and to imprisonment for three months without the
option of a fine in lieu of imprisonment.

9.1.3.

A person who fails to lodge a return within the time required will, in addition to the above fine, be liable to a penal tax of the greater of 200,000 or
the 2% per month compounded of the tax payable for the period the return remains outstanding.

9.1.4.

Where an offence is committed by a company, every person who, at the time of the commission of the offence, was a nominated officer, director,
general manager, secretary or other similar officer is deemed to have committed the offence, unless that person can prove the offence was committed
without his knowledge or consent and that he exercised all diligence to prevent the commission of the offence.

Burundi
Ethiopia
9.2.

The Commissioner-General may issue an assessment for tax in the following cases:
•  A person fails to lodge a return;
•  The Commissioner-General is not satisfied with the return lodged; or
•  The Commissioner-General has reasonable grounds to believe that a person will become liable to pay tax but is unlikely to do so.

9.2.2.

The time limit for the Commissioner-General to issue an assessment as follows:
•  Where fraud or gross or wilful neglect has been committed by, or on behalf of a person an assessment may be made at any time;
•  In any other case, an assessment will be made within five years after the date on which the return was lodged by the person

9.2.3.

The Commissioner-General may amend an assessment, as he considers necessary within the following time limits:
•  Where fraud, or gross or wilful neglect has been committed by, or on behalf of a person, in respect of the period of assessment, the assessment
may be amended at any time; and
•  In any other case, within three years after the service of the notice of assessment.

Uganda

Section 53(2)

Section 62

Assessments

9.2.1.

Rwanda
Tanzania

Value Added Tax

9.1.1.

Navigation

Kenya

Income Tax

Section 32
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Objections and Appeals

Section 33B

9.3.1.

Any person who is dissatisfied with a decision made by an officer of the URA may lodge an objection to the Commissioner-General within 45 days
of receiving the notice of the decision. The objection shall be in a prescribed form and must state the grounds upon which it was made and contain
sufficient evidence to support the objection

9.3.2.

The Commissioner-General is expected to make a decision and notify within 30 days of the objection being lodged. If the Commissioner-General does
not respond within this period, the objection is treated as being allowed.

9.3.3.

The Commissioner-General may accept a late notice of objection if he is satisfied that owing to absence from Uganda, sickness or other reasonable
cause, that person was prevented from lodging the objection within the time limit set and there has been no undue delay in lodging the objection.

Navigation
Burundi
9.4.

Ethiopia

Income Tax

Appeals

9.4.1.

A person who is not satisfied with an objection may lodge an application for a review of the objection decision to the Tax Appeals Tribunal within 30
days of being served with a notice.

9.4.2.

A person shall, before lodging an application with the Tribunal, pay to the Commissioner-General, thirty percent of the tax in dispute or that part of the
tax assessed not in dispute, whichever is the greater.

9.4.3.

A person who is dissatisfied with the decision of the Tax Appeals Tribunal may, within thirty days after being notified of the decision, lodge a notice of
appeal with the Registrar of the High Court and the party so appealing shall serve a copy of the notice of appeal on the other party to the proceedings
before the Tribunal.

9.4.4.

An appeal to the High Court shall be made on a question or questions of law that are to be raised in the appeal.
The burden of proving that an assessment is excessive is on the person objecting.

Kenya
Rwanda
Tanzania
Uganda
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Appendix: Exempt supplies (second schedule)

Navigation
Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda

a)
b)
c)
d)
e)
f)

The supply of unprocessed foodstuffs, unprocessed agricultural products except wheat grain and livestock;
The supply of postage stamps;
The supply of financial services;
The supply of – Health insurance , Life insurance, micro insurance and re-insurance services
The supply of unimproved land;
A supply by way of lease or letting of immovable property, other than:
i) A sale, lease or letting of commercial premises;
ii) A sale, lease or letting of hotel or holiday accommodation; or
iii) A sale, lease or letting for periods not exceeding three months; or
iv) A sale, lease or letting for parking or storing cars or other vehicles; or
v) A sale, lease or letting of service apartments;
g) The supply of education services;
h) The supply of veterinary, medical, dental, and nursing services;
i) The supply of social welfare services;
j) The supply of betting, lotteries, and games of chance;
k) The supply of goods as part of the transfer of a business as a going concern by one taxable person to another taxable person;
l) The supply of burial and cremation services;
m) The supply of precious metals and other valuables to the Bank of Uganda for the State Treasury;
n) The supply of passenger transportation services (other than tour and travel operators);
o) The supply of petroleum fuels, subject to excise duty, (motor spirit, kerosene and gas oil), spirit type jet fuel, kerosene type jet fuel and residual oils for use in thermal
power generation to the national grid;
q) The supply of dental, medical and veterinary equipment;
s) The supply of machinery, tools and implements suitable for use only in agriculture;
t) The supply of photosensitive semiconductor devices, including photovoltaic devices whether or not assembled in modules or made into panels, light emitting diodes;
solar water heaters, solar refrigerators and solar cookers;
u) .The supply of life jackets, life saving gear, headgear and speed governors;
v) . The supply of any goods and services to the contractor and subcontractor of hydroelectric power projects;
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Zero-Rated supplies (Third schedule)

Navigation

a)
b)
c)
d)
e)
f)
g)

A supply of goods or services where the goods or services are exported from Uganda as part of the supply;
The supply of international transport of goods or passengers and tickets for their transport;
The supply of drugs and medicines;
The supply of educational materials;
The supply of seeds, fertilisers,pesticides, and hoes;
The supply of sanitary towels and tampons and inputs ;fortheir manufacture; and
The supply of leased air craft, aircraft engines, spare engines, spare parts for air craft and aircraft maintenance equipment.

Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda
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Income tax rates for individuals
Year 2014 and 2015
Income tax rates for residents
PAYE Threshold
The PAYE threshold is UGX 235,000 per month for residents and income below this is not subject to Income tax.

Navigation

An additional 10% is imposed on individuals with chargeable income of UGX 10 million and above per month

Income tax rates for resident individuals (UGX)

Burundi
Ethiopia
Kenya
Rwanda
Tanzania
Uganda

Taxable income (UGX)

Residents

Non Residents

0 – 2,820,000

10%

n/a

2,820,001 - 4,020,000

10%

10%(Y – 2,820,000)

4,020,001 – 4,920,000
> 4,920,000
>120,000,000

20% (Y – 4,020,000) + 20% (Y – 4,020,000) + 120,000
402,000
30% (Y- 4,920,000) + 582,000

30% (Y- 4,920,000) + 300,000

Additional
10%(Y – 120,000,000)

Additional
10% (Y – 120,000,000)

*assumes no deduction for NSSF of 10% from base salary
Taxable value of employment benefits
The general rule is that all non-cash benefits are taxable at the cost of providing the benefit to the employee less any contribution that the employee
makes towards the benefit, unless a method is specifically provided for.
(a) Car benefit
A car provided wholly or partly for an employee’s private use is a taxable benefit, calculated according to the formula:
(20% x A x B/C) – D where:
A is the market value of the car at the time it was first provided for private use;
B is the number of days the car is available for private use in the year of income;
C is the number of days in the year of income; and
D is any payment made by the employee for the benefit.

<< Previous | Next >>
© 2015 Deloitte & Touche. All rights reserved.

Customs and Excise

Income Tax

Value Added Tax

Quick Tax Guide

(b) Domestic benefits
• Furniture: Where an employee is provided with furniture, the taxable value of the furniture is the market value at the time the furniture is made
available.
• Utilities and domestic servants:  the taxable benefit is the cost actually incurred by the employer.
• Security: Where a company pays for residential security for an employee, the taxable benefit is the cost of security. However where security
relates to security guards as opposed to an alarm there is no taxable employment benefit as per Public notice practice notes issued.
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(c) Other benefits
Other taxable benefits include leave passage tickets, club subscriptions and school fees for dependants, the value is the cost of providing the benefits.
(d) Housing
The taxable value of accommodation or housing provided by an employer for an employee is the lower of:
• the market rent of the accommodation/ housing less the employee’s contribution; or
• 15% of employment income including market rent.
(e) Interest on soft loans
Where an employer grants a loan exceeding UShs 1,000,000 and repayment is over 3 months at a rate of interest below the statutory rate (Bank
of Uganda discount rate at the start of the year), the value of the benefit is the difference between the interest payable had the loan been at the
statutory rate and the interest actually paid.
The amount of any loans waived by the employer is assessed on the employee.
(f) Tax free employment benefits
• Reimbursement or discharge of the employee’s medical expenses;
a non-accountable medical allowance is taxable.
• Insurance premiums paid on the life of the employee.
• Employer’s contribution to a pension or provident fund.
• Meals and refreshments provided to employees on the employer’s premises, and which are available to all full-time employees on equal terms.
• Reimbursement or discharge of costs actually or likely to be incurred on travel, meals and refreshment while undertaking travel in the course of
performing duties of employment.
• International passage costs paid by an employer for a non-citizen employee recruited outside Uganda. This exemption only applies during
commencement and termination of the contract; annual leave passage is taxable.
• Benefits provided whose total value is less than UGX 10,000 per month.
Retirement funds
• Pension payments and any lump sum payments from a resident retirement fund are exempt from tax.
• Contributions to the National Social Security Fund (NSSF) is based on gross cash emoluments (inclusive of cash allowances) as follows:
- Employee’s contribution
5%
- Employer’s contribution
10%
• Contributions to the retirement funds (including NSSF) are not deductible for the employee. With effect from 1 July 2004, the contributions by
the employer are not taxable.
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Rental income
Rental income is taxed separately from other income as follows:
• For resident individuals, a deduction of 20% of the rental income is allowed to cover the expenses.
• Out of the chargeable income determined (i.e. the balance of 80%), the income exceeding UShs 2,820,000  is taxed at 20% (i.e. the first UShs
2,820,000 is not taxed).
• For Companies, rental income is taxed separately from other business income. The applicable tax rate is 30% on the taxable income (rental
income less directly related rental expenses).

Burundi

Corporate income tax rates
Resident companies 						30%
Trusts and retirement funds 					
30%
Non-resident companies 					30%
Repatriation of profits by branches of non-resident companies 		
15%
Mining companies 						25-45%

Ethiopia

Capital gains tax (CGT)
CGT will apply where a non-depreciable business asset is disposed of. It is taxed as part as part of business income at the corporate rate of 30%.

Navigation
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						 % of Cost
						 Wear & Tear
Commercial Building Allowance				5
Industrial Building Allowance					5
Computer and Data Handling Equipment				
40
Automobiles, buses and minibuses with a capacity of less than
30 passengers, and goods vehicles less than 7 tonnes		
35
Construction and Earthmoving Equipment			
35
Buses with a capacity of more than 30 passengers, and goods
vehicles more than 7 tonnes, specialized trucks, tractors, trailers
& trailer mounted containers.					30
Plant and machinery used in farming, manufacture
and mining						30
Railroad cars, locomotives, water transportation equipment
and aircrafts						30
Furniture, fixtures and fittings					20
Other equipment, plant & machinery				
20
Farm works						20
*Note that effective 1 July 2014 initial allowance is no longer available.
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Other capital allowances include:
• Minor capital equipment up to a maximum of UGX 1,000,000  (with effect from 1 July 2004) – 100%.
• Start-up costs (including initial cost of public floatation) – 25% over four years.
• Intangible Assets – over the useful life of asset.
• Mineral exploration expenditure – 100%.
Witholding Taxes
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Nature of payments

Resident

Non-resident

Dividend - Unlisted companies

15%

15%*

Dividend - Listed companies

10%**

15%*

Interest

15%

15%*

Management/professional fee

0 - 6%

15%*

Interest on T/bills & bonds

20%*

20%*

Purchase of asset from non-resident

10%

N/A

Winnings sports & Pool betting

15%

15%

Payment of re-insurance premiums***

15%

Royalties

N/A

15%*

Sporting or entertainment income

N/A

15%*

Natural resource payment

N/A

15%

Leasing Equipment

N/A

15%*

Rents

N/A

15%*

Ugandan source service contract

N/A

15%*

Payment by Government entities

6%

-

*Final tax
**Applies only to individuals
*** Has exceptions
Note: Lower rate may apply where there’s a tax treaty in force. Uganda has signed Double Taxation Agreements (DTAs) with United Kingdom,
Denmark, Norway, South Africa, Netherlands, Mauritius, Belgium, Zambia and India. Treaties with Egypt, China, UAE, Sudan, Italy and Seychelles have
been negotiated but not yet signed while a treaty with the EAC awaits ratification.
Withholding taxes (including Pay As You Earn) are payable by the 15th day of the month following the month of deduction.
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Payment of income tax
A provisional tax return based on estimated income for the year is required to be submitted by the sixth month together with payment of
50% of the estimated tax payable, with the balance being paid by the end of the twelfth month.
This provisional return can be amended before the year-end by submitting a revised or amended provisional return. A penalty is imposed for
underestimation of the provisional tax payable by more than 10% error range.
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A final return (currently in the form of a Self-Assessment Return) is required to be submitted by the sixth month following the year of income. The
amount that may be due, after deducting the provisional tax and any tax credits, should be paid by the end of this sixth month. Penalties are imposed
on late submission of the return as well as late payment of the tax due.
VAT
Zero rate 		
				
0%
Standard rate 					18%
VAT as a fraction of the inclusive price (standard rate)
1/6.55
Annual turnover threshold for registration 		
UGX 50,000,000 p.a.
Returns and payments are due on the 15th day of the succeeding month.

Kenya

Customs duty
Rates are either specific or ad valorem.

Rwanda

The East African Community Customs Union came into full force on 1 January 2010. Therefore all internal tariffs are eliminated. All the goods
originating from the partner states will be imported at 0% import duty rate. With the introduction of the East African Community Customs Union, the
common external tariffs are applicable with duties on goods from outside the EAC at the rates of 0% for basic raw materials, 10%
for intermediate goods, 25% for finished goods and 35% to 100% for sensitive items. Goods will only enjoy the preferential community tariffs if they
meet the EAC Customs Union Rules of Origin. Rwanda and Burundi also joined the EAC on 1 July 2009.

Tanzania
Uganda

Excise duty
Excise duty is calculated on either an ad valorem or specific basis and is imposed on some imports, locally manufactured products and on services.
Excise is computed on the ex-factory selling price for locally manufactured goods. It is payable on the 21st day of the succeeding month in the case of
goods and 15th day in the case of services.
For imported products excise is payable before clearance through customs. Please refer to the Customs & Excise booklet for the complete list of excise
rates. The excise duty on spirits made from locally made raw materials has been increased from 45% to 60%. A specific rate and an ad valorem duty
rate on undernatured spirits of UGX 2,000 per litre or 80%, respectively, whichever is higher, as a means to control undervaluation.
Export duties
Raw hides and skins 5% on FOB price or USD 0.84/kg
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Motor vehicle registration charges
• Sedan cars, saloon cars, estate cars but excluding dual purpose goods passenger vehicles                         
• Passenger vehicles, including light omnibuses having seating accommodation not exceeding 28 passengers
• Estate and station wagon vehicles with engine capacity of 3500 cc or above
• Medium omnibuses and heavy omnibuses having seating accommodation of more than 28 passengers
• Registration motorcycles
• Used motorcycles, scooters, mopeds, bicycles and used spare parts of motor cycles and motor vehicles
are at 10% of CIF value
• For vehicles older than 8 years at time of importation an extra charge of 20% of the CIF value

Value Added Tax
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UGX 1,200,000
UGX 1,200,000
UGX 1,700,000
UGX 1,200,000
UGX 250,000

Stamp duty
Creation or increase of share capital (except where the increase is a
precondition for a loan or going public; these are exempt)			
0.5%
Transfer of stock or marketable security (except for quoted securities,
which are exempt)							1%
Transfer of immovable property 					
1%
Debenture or mortgage 						0.5%
Lease								1% of total value

Kenya
Rwanda
Tanzania
Uganda
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