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' 2026/2027 tax proposals g

4 punast 'Tax measures will
squeeze taxpayers'

TAXES
ISMAIL MUSA
LADU

The government's push
for higher revenue may
have good intentions, but
some proposals will penal-
ise those already paying
their fair share. BD Life’s
Ismail Musa Ladu spoke
with Aloysious Kittengo, a
tax policy analyst with Tax
Justice Alliance Uganda,
about the potential pain
pointsinthe 2026/27 tax
proposals.

Youare quite critical of somo of
+ho 2026/27 budgot proposals by
the government. What kind of tax
measures and proposalsdo the
citizens want?

Taxation must be appreciated not
merely as a tool for raising revenue, but
as a central instrument of economic
governance. So, overemphasising reve-
nue generation alone risks placing dis-
proportionate burdens on households
and small businesses, while undermin-
ing equity, economic growth, and pub-
lic trust - four key cores of taxation.

This budget, going by the 2026/27
proposalsissetto expand. Whatis
your reading of this?

According to the dfaft estimates in
Financial Year (FY) 2026/27, domes-
tic revenues are projected to amount
to Shs44.4 trillion, an increase by 19.3
percent from FY2025/26. But remem-
ber we have a public debt problem
that has increased from Shs93.3 tril-
lion to Shs130.8 trillion in December
2025. This increase is largely driven by
domestic borrowing, which comprises
over 50 percent of the total debt port-
folio.

So,to generate more tax revenue, the

government has made amendments to
the existing tax laws, projecting to raise
approximately Shs4.8 trillion in addi-
tional revenue.
_ While these measures are intended to
voost domestic resource mobilisation,
Uganda still underperformsin terms of
achieving its revenue-to-Gross Domes-
tic Product growth target of 0.5 percent-
age points annually.

Several proposed measures risk deep-
ening the tax burden rather than
broadening the tax base.

So,what doyou have to offerbe-
yond criticism?

« Based on the current economic en-
vironment, under the Excise Duty
(Amendment) Bill 2026, we don’t have
much qualms with an increase in sin
tax specifically levied on goods consid-
ered harmful to individuals or society,
such as alcohol, tobacco and gambling.

These taxes are designed to discour-
age consumption of these items while
- generating significant government rev-
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Fuel tax ‘“The increase

of Shs200 Excise duty on

fuel will lead to increased
tax burden on the already
burdened taxpayer.

enue to cover associated public health
Costs.

Regarding the increase of the Ex-
cise Duty rate for motorcycles at
first registration from Shs200,000 to
Shs500,000, our only concern is that
we have about 1.2 million people in
the country engaged in the motorcy-
cle business. Increasing the first reg-
istration is not fair without first clus-
tering the category of motorcycle. The
categorisation should be a tool for ex-
empting electric motorcycles or im-
posing a tax based on the size of the
engine.

Regarding the Income Tax (Amend-
ment) Bill 2026, the proposed 0.5 per-
cent tax on the gross income of tax-
payers carrying forward assessed loss-
es after seven years should be applied
on a case-by-case basis. Since break-
even times vary across economic sec-
tors, we recommend that the Uganda
Revenue Authority (URA) conduct au-
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dits on targeted companies before en-
forcing this penalty.

About a resident company that pays
interest in respect of debentures (long-
term company debt),we have no prob-
lems withholding tax on the gross
amount of the interest paid. This will
go a long way in combating thin-cap-
italisation and base erosion and prof-
it shifting - all forms of Nlicit Financial
Flows (IFF).

We also welcome the proposal for
a progressive individual income tax.
With this proposal, a tax rate increases
as a person’s taxable income rises. For
example, higher earers pay a larger
percentage of their income in taxes
compared to lower earners. It has the
potential to reduce income inequality,
ensuring those with greater financial
capacity to contribute more.

On Pay As You Earn (PAYE), we rec-
ommend arevision in the thresholds
as follows:

Implications of 2026/2027 tax proposals

* Raising 1ha tax rate on betting and gaming
activities from 20 percent to 30 parcent of the
total amount ataked This adlustmant
Addiesses tha sociaf evils associated with
betting, Including addiction, ndabtadnnes,
youth viilnerabliity, and erime, all of which
eroda productivity and atraln public health
systoma

* Onthe Incama Tax (Amendiment) Bill 2020,
Wwa arn concerned about the extended
Bulagall tax holiday to 2032, Qur analysls
shows that revenua foragana (s going to
Increasa from Sha09 billlen to Sha 115 billlon
Iftha saven-ynar-tax examptions I3 granted
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This helps leave some groups with
more disposable income needed to
meet their needs but also reduces fra-
gility/vulnerability for taxpayers. The
proposed amendment is low given the
changes overtime.

Forapublic entertainer to pay
Withhold (Tax) of 6 percenton
theirgrossincome should bea
good move especially now thatit

I8 2 booming sactor Inmany ways,
whatdo ym?mhklbomuvlﬂ

Tracking this income has been astrig
ple due to cash-based transactions, lack
of documentation and poor filing of
return by the public entertainers. The
amendment will require the pmmoters
{0 withhold 6 percent of the gross pay.
ment from the entertainers on behalfor
Uganda Revenue Authority (URA).

On Value Added Tax (Amendment)
Bill 2026 - the proposal to increase the
VAT Threshold from Sha150 million 1
Shs250 million. It will reduce the collec.
tion burden on URA from small busi.
nesses, It will also be a relief for the
small businesses who either strugglee
to Nle returns or didn’t understand the
need for it.

Whatare the implications of grant.
ing tha Minister authority to set
toerms and conditions for tax pay-
ments onplant, machinery, and
mining inputs?

We welcome the idea, because for tha
long time the key players in the min.
ing sector have been asking the govern.
ment to waive taxes on im pn}:tation of
mining inputs such as Earth mov,
Irucks;gloa‘:i‘;rs and off loaders, oﬂ
vators and drilling machines rigs. Tha
amendment will also contribute to tha
promotion of investment in the sector
and unlock the mining sector to con.
tribute to the ten-fold growth strategy,

Under the Excise Duty (Amend-
ment) Bill 2026), governmentin-
tends torevise taxesondieseland
petrolbyincreasing Shs200 per|j.
tre, will see the taxonalitre of pat.
roland diesel increase from the
current Shs1550 and Shs1230to
Shs1750 and Shs1430. Is thisrea-
sonable?

Due to geo-political tensions in the
Middle East, an increase in Excise dy-
ty on fuel by Shs200 is likely to increase
the cost of fuel in the country. Even ba.
fore the passing of the amendments i,
tolaws, fuel pump price went up.

The increase of Shs200 Excise duty
fuel will lead to an increased tax b
den on the already burdened -
er.It will also increase the cost Of trans.
port where there is no public transpory
means,and the cost of productionor do-
ing business, hence increased cost of I
ing for citizens. .

The government should maintain the
status quo as per the previous Excise
Duty Actrate of Shs100 per litre.

What are the potential economic
and construction sectorimpacts
ofincreasing the excise dutyonce-
mentand related products from
Shs500 to Shs1,000 per 50kg?

These proposals will increase the price
of cement, making building mater;-
als more expensive. The country must
build 300,000 housing units annu
to bridge the 2.6 million housing def-
citgap.

All those charges/taxes are likely to
make building more expensive. We pro-
pose that the government maintains
the original excise duty rate of Shssoo
per 50Kg.

What are the economicandcon-
sumerimpacts ofincreasing ex-
ciseduty onsugarfrom Shs100to
Shs300perkg?

An increase in the sugar price will al-
so see an increase in the cost of prog-
ucts like juices and baked products like
bread, mandazi, cakes, doughnuts, and
cookies that are produced/baked by
small and medium enterprises..

CamScanner


https://v3.camscanner.com/user/download

