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1f you are formally employed, there is
2 30 t0 40 percent tax levied on your
monthly pay cheque by the govern-
ment even before it hits your account.

Aslong as you work with a duly regis-
tered company in the country and op-
erate formally, Pay As You Earn (PAYE)
deductions are a mandatory and una-
voidable routine.

By s very nature, PAYE is an auto-
matic, non-nzgotiable deduction that
tax analysts, tax justice advocates and
economic sector players say relentless-
ly erodes workers’earnings.

Importantly, your authorisation is
not required. By law, PAYE is deducted
at source. It acts as an advance tax pay-
ment collected at the very moment in-
comeis generated.

In Uganda, PAYE is deducted on in-
come earned from employment and
business.

Under the PAYE tax regime, the obli-
gation to withhold and remit is sole-
ly with the employer who deducts the
tax from the employee’s gross pay and
forwards it to the Uganda Revenue Au-
thority (URA) by the 15th of theissuing
month.

PAYE applies to all forms of employ-
ment income, including that bonus, al-
lowance, and benefits in kind for em-
ployees earning above the tax-free
threshold of currently over Shs235,000.

Business Daily’s investigations reveal
that PAYE challenges arise from low de-
duction thresholds and a top tax rate of
between 30 to 40 percent,a combina-
tion experts label “burdensome”.

Currently,if you are earning no more
than Shs235,000 per month then for
now you don’t have to worry about
PAYE because you are not within the
taxable threshold for this levy.

If Parliament passes the 2026/27
tax proposals, anyone earning be-
low Shs335,000 will be tax-exempt.
Those earning between Shs335,001
and Shs410,000 will be charged a 10
percent PAYE, while salaries between
Shs410,001 and Shs10,000,000 will at-
tract a 30 percent PAYE. Finally, high
earners with a monthly salary exceed-
ing Shs10,000,000 will face a 40 percent
PAYE taxrate.

In other words, if Parliament endors-
es the proposed rates, the monthly
PAYE threshold for resident individu-
als will be structured as follows: earn-
ings from Shso to Shs335,000 will at- :
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tract 0 percent tax.

Income between Shs335,000 and
Shs410,000 will be taxed at 20 percent,
while the Shs410,000 to Shs485,000
bracket will face a 25 percent rate.

Any income ranging from Shs485,000
to Shs10,000,000 will carry a 30 per-
cent rate,and finally;salaries exceeding
Shs10,000,000 will attract a 40 percent
PAYE tax. s

The good, the bad and ugly

The proposed amendment is an at-
tempt to address the cost-of-living in-
crease since 2012 when the income
brackets werelast changed.

A joint analysis of the proposed tax
amendments for FY 2026/27 by BDO
East Africa—an audit, tax services,
advisory, and business outsourcing
firm—and SM & Co. Advocates finds
that while raising the PAYE threshold is
awonderful gesture, it is at best a neg-
ligible relief.

“The amendment is a drop in the
ocean given that the consumer price
index has increased by about 74 per-
cent as at February 2026 compared to
July2012. ;

“The threshold of Shs235,000 in Ju-
ly 2012 adjusted for inflation as at Feb-
ruary 2026 is equivalent to Shs408,500
while Shs10 million in 2012 adjusted
forinflation is Shs17.4 million.

“This implies that at a minimum,
the tax-free threshold should be
Shs408,500 while the 40 percent rate
should only apply on amounts above
Shs17.4 million, reads the BDO and SM
is of the _

2026727 tax proposal.

Uganda has highest pay in region
In his analysis, titled,‘How proposed
PAYE changes will impact you,” Mr Tre-

. vor Bwanika Lukanga, an associate

director, tax services at PwC Ugan-
da, notes the increase in PAYE thresh-
old will see low-income earners retain
more of their pay.

As all professionals and experts inter-
viewed concur will boost disposable
income, increase consumption, and

helps reduce income inequality and |

poverty.
However, people currently taxed at 30

Key figures

25%

Those earning between
Shs410,000 to Shs485,000 will
face a 25 percent rate.

Sh335,000

Anyone earning a monthly gross pay
below Shs335,000 will be
tax-exempt.

The 30% band will be applicable to

Individuals earning a monthly gross
pay above Shs485,000 to Shs 10

million.

(=]

m against glohag

percent would instead pay tax at a rate

of 25 percent, giving middle-income

earners some relief as well.

“Since the first Shs335,000 becomes
tax-free for everyone, all PAYE-paying
employees will contribute slightly less
tax overall

“Taken together, these changes show
an effort to prioritise social equity over
pure revenue mobilisation which the
public has often demanded from the
government.

“The proposals provide targeted re-
lief to lower- and middle-income earn-
ers at a time when many households
are struggling,”he observed.

However, he disclosed:” With these
improvements, Uganda’s PAYE regime
remains uncompetitive in the region.

Uganda’s PAYE tax rate of up to 40
percent remains the highest in the re-
gion, followed by Kenya at 35 percent,
and Tanzania, Rwanda, and Burundi,
which all tie at 30 percent.

In his analysis, he reveals that be-
yond the PAYE rates, the income lev-
el at which the top rate kicks in makes
Uganda the odd man out. .

For example,a 40 percent rate applies
from Shs10 million in Uganda,whereas
inKRenya,a 35 percent rate applies from
about Shs22 million.

Regarding the common 30 per-
cent regional rate, the threshold var-
ies significantly: Uganda starts at
Shs410,001, Rwanda Shs509,000, Bu-
rundi Shs520,000,Kenya at Shs923,000,
and Tanzania Shs1,440,000.

“Ugandans start paying higher tax
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