


Although we have taken all reasonable care in compiling the publication, we do not accept responsibility for any errors or inaccuracies
that it may contain. This data has been prepared for a quick reference. Action should not be taken on the strength of the information
contained herein without obtaining specific advice from the firm.
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Income Tax:

Resident corporation 30%
Non-resident corporation 37.5%
Export Processing Zone
first 10 years NIL
next 10 years 25%
with 20% issued shares listed first 3 years 27%
with 30% issued shares listed first 5 years 25%
with 40% issued shares listed first 5 years 20%
Non-resident shipping operators 2.5% of gross
Non-resident air transport operators variable
5%

Non-residents telecommunication operators

Small Business Taxpayers — Turnover tax
A resident taxpayer whose annual gross turnover does not exceed KShs 5 million will be taxed at the rate of 3% (w.e.f 1 January 2008)

Industrial Buildings (straight line) 2.5%
Hostels and certified education buildings (straight line) 10%
Rental residential buildings approved by the Minister of Housing (straight line) 5%

Hotels (straight line) 10%
Costs of roads, hospitals, public schools or similar infrastructure incurred with prior

approval of the Minister, costs of approved projects 100%
Plant and Machinery (reducing balance) Class 1 37.5%

Class 2 30%



Class 3 25%

Class 4 12.5%

Mining specified minerals year one 40%

year two to seven 10%

Farm works (straight line) 50%

Investment Deduction (initial allowance) 100%

Resident corporation 30%
Non-resident corporation

Branch profits 30%

Repatriated income of a branch 10%

Newly listed companies — reduced rate for 3 years (with at least 35% of shares publicly issued) 25%

Buildings (straight line)
Used in agriculture or livestock/
fish farming 20%

Other 5%
Plant and machinery (initial allowance)

Used in manufacturing or tourism

(first year allowance) 50%

Used in agriculture 100%
Plant & machinery (reducing balance)

Class 1 37.5%

Class 2 25%

Class 3 12.5%
Intangible assets (straight line) Over useful life
Agriculture - improvements/research and development 100%
Mining exploration and development 100%
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Income Tax:

Resident corporation 30%
Non-resident corporation 30%
Repatriated income of a branch 15%
Collective Investment Schemes Exempt
Non-resident shipping, air and road transport

Operators embarking goods in Uganda 2%
Non-resident telecommunications and

Direct-to-home pay television services 5%

A resident taxpayer whose annual gross turnover is less than UShs 50 million, but more than UShs 5 million per annum is taxed under the
presumptive system unless:

a) The taxpayer has opted to file the annual income tax return.

b) The taxpayer is in the business of providing medical, dental, architectural, engineering, accounting, legal or other professional services, public
entertainment services, public utility services or construction services. Presumptive tax is the final tax for the taxpayer

Less than UShs 5 million Nil
Between UShs 5 million and UShs 20 million UShs 100,000
Between UShs 20 million and UShs 30 million Lower of UShs 250,000

or 1% of gross turnover
Between UShs 30 million and UShs 40 million Lower of UShs 350,000

or 1% of gross turnover
Between UShs 40 million and UShs 50 million Lower of UShs 450,000

or 1% of gross turnover



Industrial Buildings / Hotels

Initial allowance 20%

Annual write-down allowance (straight line) 5%
Plant and machinery (Initial allowance)

Entebbe, Jinja, Kampala, Namanve, Njeru 50%

Other areas 75%
Plant, machinery and Vehicles

(annual allowance, reducing balance) 20% to 40 %
Commercial Buildings (straight line basis) 5%

Note 1 - Person engaged in mining operations
Mining companies are charged at income tax rates ranging from 25% to 45% depending on the company’s ratio of chargeable income to
gross revenue in the year of income.

PricewaterhouseCoopers 5
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Transfer Pricing

The Income Tax Act contains a provision which requires transactions between resident companies and their related non-residents to be at arm’s
length. The Minister for Finance in the 2006 budget introduced Income Tax Rules on Transfer Pricing (TP) which are largely based on the OECD
Guidelines which came into force on 1 July 2006. The range of transactions which are subject to an adjustment include the sale, purchase and
leasing of goods, other tangible and intangible assets, the provision of services and interest on loans. These transactions should comply with the
arm’s length principle.

TP assessments are subject to late payment penalty and interest just like any other taxes.

The Income Tax Act 2004 contains a provision which deals with transfer pricing. The provision refers to the arm’s length principle, a requirement
which applies not only to transactions with non-resident associates but also to transactions with resident associates.

The Income Tax Act authorises the Commissioner to adjust any transaction between tax payers that does not comply with the arm’s length
principle.






First
Next
Next
Next
Over

First
Next
Next
Next
Over

Bands of taxable income

KShs
10,164
9,576
9,576
9,576
38,892

Bands of taxable income

TShs
80,000
100,000
180,000
180,000
540,000

Taxable income

KShs

10,164
19,740
29,316
38,892

Taxable income

TShs
80,000
180,000
360,000
540,000

Tax

%
10

20
25
30

Tax

%

15
20
25
30

Tax on bands

KShs
1,016
1,436
1,915
2,394

Tax on bands

TShs
0
15,000
36,000
45,000

Cumulative tax on income

KShs
1,016
2,452
4,368
6,762

Cumulative tax on income

TShs
0
15,000
51,000
96,000



Resident individual rate-monthly

First

Next
Next
Over

First
Next
Over

Bands of taxable income

UShs

130,000
105,000
175,000
410,000

Bands of taxable income

UShs

235,000
175,000
410,000

Taxable income

UShs

130,000
235,000
410,000

Taxable income

UShs
235,000
410,000

Tax

%

10
20

Tax

%
10

30

Tax on bands

UShs
0
10,500
35,000

Tax on bands

UShs
23,500
35,000

Cumulative tax on income

UShs
0
10,500
45,500

Cumulative tax on income

UShs
23,500
58,500
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Income Tax:

Employee benefits

Taxed on the higher of 15% of taxable emoluments or actual arm’s length rental where employee earns less than KShs 600,000 per annum. Where
the employee earns more than KShs 600,000 per annum, housing benefit is taxed at the rental value. Where the rental is not at arm’s length or the
employer owns the premises, tax is charged on the market rental value. Special rules apply to agricultural employees required to reside on farms or
plantations. Subject to conditions being met the taxable benefit is 10% of the taxable emoluments.

Taxable at the higher of Commissioner’s fixed scale rate and the annual prescribed rate, which is calculated as 24% (2% per month) of initial cost of
the vehicle to the employer.
Where an employee has been provided with a hired or leased vehicle, the car benefit is the cost incurred in leasing or hiring.

However, the Commissioner may determine a lower rate for the benefit where the employee can demonstrate and provide proof of restricted usage
of the company car. (w.e.f 1 January 2008)

Fringe Benefit Tax (FBT) is payable on interest free or low interest loan granted to employees. FBT is paid by the employer whether exempted from
tax or not at the resident corporate tax rate of 30%. The benefit is determined with reference to the difference between actual interest charged and the
Commissioner’s prescribed rate published quarterly.

Employees working outside their normal place of work will be required to account for per diems received in excess of the tax free threshold of
KShs 2,000 or be taxed on the unsupported amount. The first KShs 2,000 is tax free. Employers are required to maintain a formal per diempolicy in
line with Commissioner’s guidelines.
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Income Tax:

Employee benefits

Lower of (a) market value rental of the premises and (b) the higher of

the following:

i. 15% of employee’s total annual income and

ii. the expenditure claimed as deduction by the employer in respect of the premises

Taxed according to engine size and vehicle age on the following annual values:

up to 5 years old > 5 years old

Engine size TShs TShs

<= 1,000 cc: 250,000 125,000
1,001 - 2,000 cc: 500,000 250,000
2,001 - 3,000 cc: 1,000,000 500,000
>3,000 cc: 1,500,000 750,000

Not chargeable where employer does not claim deduction in respect of the ownership, maintenance, or operation of the vehicle.

Excess of Bank of Tanzania discount rate at the beginning of year over actual interest rate paid.



Employee benefits

Lower of:
a) 15% of emoluments (including market rent of housing) and
b) market rent of house provided

Taxable value of car benefit is calculated using the formula:

(20% x Ax B/ C) - D where

A - is the market value of the motor vehicle at the time when it is first provided for the private use of the employee

B - is the number of days in the year of income during which the motor vehicle was used or available for use for the private purposes by the
employee for all or a part of the day

C - is the number of days in the year of income; and

D - is any payment made by the employee for the benefit

Bank of Uganda discount rate as at 1 July 2007 is 9.86 % p.a. This rate is used in computing tax benefit on low interest loans provided to employees
by employers.

PricewaterhouseCoopers 13
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Income Tax:

Mortgage interest paid to qualifying financial institutions available on owner occupied residential
property (maximum) - where paid to qualifying financial institutions KShs 150,000 p.a.

Home Ownership Savings Plan — maximum KShs 48,000 p.a.

Registered pension / Provident fund - the lowest of:
(a) The actual contribution
(b) KShs 240,000 p.a.

(c) 30% of taxable employment income

Insurance relief granted is 15% of premiums paid subject to a maximum of KShs 60,000.

Applies to life insurance including premiums paid under a mortgage arrangement, education policies and health policies.

The monthly pension received by a pensioner who has attained 65 years of age shall be exempt from tax (w.e.f 15 June 2007).

The tax-free pension per annum is KShs 180,000.

Non-Cash benefits not exceeding KShs 36,000 per annum is not liable to tax.



PAYE (employee) see page 8

National Social Security Fund (employee maximum) KShs 200 p.m
National Social Security Fund (employer maximum) KShs 200 p.m
National Hospital Insurance (employee maximum) KShs 320 p.m

For first time purchasers of houses, any interest income earned by a depositor on a Home Ownership Savings
Plan deposit up to a maximum of KShs 3,000,000 is exempt from tax.

PricewaterhouseCoopers 15
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Withholding Tax Data

Keny a |

General Resident Non-Resident

% %

Dividend >12.5% voting power Exempt 10

Dividend <12.5% voting power 5 10

Interest Bearer instruments 25 25

Government bearer bonds 15 15

Other 15 15

Qualifying Interest

Housing bonds 10 N/A

Bearer instruments 20 N/A

Other 15 N/A

Royalty 5 20

Management & professional fees 5 20

Rent Immovable property N/A 30

Others N/A 15

Appearances e.g. an entertainer N/A 20

Pension/retirement annuity N/A 5

Contractual fee 3 20
Insurance commission

Brokers 5 20

Others 10 20

Lease rental payments 3 15
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NB:
- Payments to residents for aircraft leasing will not be subject to withholding tax with effect from 15 June 2007.

- Lower rates may apply where there is a tax treaty in force.
Consultancy fees paid to citizens of the EAC (15% w.e.f 1 July 2004)

Tax Treaties

In force: Canada, Denmark, India, Norway, Sweden, Zambia, United Kingdom, Germany.
Awaiting conclusion: EA Double Tax Agreement

Awaiting enactment: France
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Tanzania |

General Resident Non-resident
% %
Dividend
- to company controlling 25% or more 0 10
- from DSE listed company 5 5
- otherwise 10 10
Interest 10 10
Rent
- land and buildings 10 15
- aircraft lease 0 0
- other 0 15
Royalty 15 15
Natural resource payment 15 15
Service fees 0 15
Technical services to mining companies 5 15
Insurance premium 0 5

Tax Treaties
In force: Canada, Denmark, Finland, India, Italy, Norway, Sweden, Zambia.



Uganda |

General Resident Non-resident
% %
Dividends
- To company controlling 25% or more 0 15
From companies listed on the Ugandan securities exchange to individuals 10 15
- Others 15 15
Interest 15 15
Repatriated branch profits N/A 15
Payment by a Government institution, local authority, Company
controlled by Government, or by a designated person 6 N/A
Public entertainers, sports persons N/A 15
Contractors or professionals 6 15
Importation of goods into Uganda 6 6
Rent N/A 15
Management charge N/A 15
Natural resource payment N/A 15
Royalty N/A 15
Note:

Lower rates may apply where there is a tax treaty in force.
Payments to resident professionals who are not registered for VAT are subject to the 6% Withholding tax.
Payments to professionals who are registered for VAT are not subject to the 6% Withholding tax.

Tax Treaties
In force: United Kingdom, Zambia, Denmark, Norway, South Africa, India, Italy, Netherlands* and Mauritius.
Treaties awaiting conclusion and/or ratification: Egypt, China, Belgium and the East African Double Tax Agreement.
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Capital Gains Tax/Income from Investment
(2007 - 2008)

Kenya |

Capital Gains Tax suspended with effect from 14 June 1985

Tanzania

Disposal of Investment Tanzanian asset Overseas asset
Tax Rates % %
Individual

Resident 10 30
Non-resident 20 N/A
Company

Resident 30 30
Non-resident 30 N/A
Exemptions

1. Private Residence - Gains of TShs 15m or less
2. Agricultural land - Market value of less than TShs 10m
3. Shares - (i) DSE shares held by resident
(ii) Shares held by non - resident with shareholding of less than 25%
(iii) Shares in a resident company held by another resident company
with shareholding of 25% or more




Single Instalment Tax

%
Sale of land and buildings by resident 10*
Sale of land and buildings by non — resident 20*
Non-resident transport operator/charterer without permanent establishment 5**

*applied to gain, credit against final tax liability
**applied to gross payment

Uganda I

Chargeable assets
Non depreciable business assets
No capital gains on private assets

x
©
[
2
Capital Gains Tax % ‘©
Capital gains accrued prior to 1 April 1998 are not taxable 30 %
=
©
o

Chargeable gain
Disposal proceeds less indexed cost or the market value as at 31 March 1998

PricewaterhouseCoopers 22
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Indirect Tax Data
(2007 - 2008)

Kenya I

Value Added Tax (VAT)

Accommodation and other services provided by hotel owner or operator & restaurant services 16%
Supply of taxable goods and services 16%
Export of goods and services outside Kenya 0%
Import of goods and services 16%

16%

Rent on non-residential buildings

Subject to Treasury approval certain capital goods may qualify for VAT remission.

Recovery of VAT
Recovery of VAT on some items is restricted including passenger cars, repairs and maintenance of passenger cars, restaurant and hotel

accommodation services, entertainment services and certain furniture and fittings.

Registration threshold - Gross Turnover KShs 5m p.a.

w.e.f 15 June 2007, there are no designated goods and services. All goods and services are subject to the turnover threshold of KShs. 5m p.a.



Petroleum Products

Excise Duty Petroleum Road VAT Status

Petroleum Product Excise Duty Rate Remission Development Maintenance

(Locally Refined) Levy Levy

Rates @ KShs per litre
Super 19.895 (0.45) 0.40 9.0 Exempt
Regular 19.505 (0.45) 0.40 9.0 Exempt
Automotive Diesel 10.305 (0.45) 0.40 9.0 Exempt
Jet Fuel (Spirit type) 19.895 (0.45) 0.40 N/A Exempt
Jet Fuel (Kerosene type) 5.755 (0.45) 0.40 N/A Zero-Rated
Kerosene 7.205 (0.45) 0.40 N/A Zero-Rated
Industrial Diesel 3.7 (0.30) 0.40 N/A Standard Rated
Fuel Oil 0.6 (0.30) 0.40 N/A Standard Rated
LPG N/A N/A 0.40 N/A Zero-Rated
Bitumen & Asphalt N/A N/A 0.40 N/A Standard Rated

PricewaterhouseCoopers 25
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Beer

Malted

Excise Duty Rates

KShs 50.00 per litre

Stout and porter

KShs 54.00 per litre

Unmalted KShs 27.00 per litre
Other alcoholic beverages Wines KShs 85.00 per litre or 65%
(whichever is higher)
Cider KShs 54.00 per litre

Spirits, Whisky, Rum, Gin & Vodka

KShs 280 per litre or 65%
(whichever is higher)

Undenatured ethyl alcohol

KShs 200 per litre or 65%
(whichever is higher)

Tobacco & tobacco products

Category A cigarettes

KShs 500 per mile

Category B cigarettes

KShs 800 per mile

Category C cigarettes

KShs 1,200 per mile

Category D cigarettes

KShs 2,000 per mile

Other tobacco products e.g. cigars 130%
Soft drinks Carbonated drinks 10%
Juices 10%
Bottled water KShs 6 per litre or 10% (whichever is
higher)
Other excisable products Plastic bags 120%
Motor vehicles 20%
Cosmetics products, Jewellery 10%
Excisable services Mobile cellular phone services 10%
Gambling services 5%

Stamp duty




Tanzania I

Value Added Tax (VAT)

Supply of goods & services in Mainland Tanzania 20%
Import of goods & services into Mainland Tanzania 20%
Export of goods & certain services from the United Republic of Tanzania 0%
Registration threshold - Gross Turnover TShs 40m p.a.
Payment Due Date
Monthly VAT returns and any payments due last working day of following month

when customs duty is payable
VAT on the importation of goods

Refunds claims
Standard Six months after the due date of the tax returns on which the refund became due

or the submission of the last VAT returns for that six month period, whichever is later

“Regular repayment” Businesses in a constant refund position may apply for authorisation to lodge claims
on a monthly basis

Stamp duty

PricewaterhouseCoopers 27
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Note: (1) Stamp duty on conveyance of agricultural land is restricted to TShs 500
(2) Stamp duty on acknowledgement of debt is TShs 500

Mineral Royalties %

Uganda I

Value Added Tax (VAT)

Supply and import of goods and services 18%
Export of goods and services outside Uganda 0%
Registration threshold - Gross Turnover UShs 50m p.a.

NB: Professionals are required to register
irrespective of the above threshold

Excise Duty - rates Rate
Beer (from local materials) 30%
Beer (from imported materials) 60%




Wine - made from locally produced materials 20%
- Other 70%
Spirits - made from locally produced materials 45%
- Other 70%
Soft drinks, mineral and aerated water 13%
Cigarettes 150%

- Cigars, cheroots cigarillos contaning tobacco

UShs 19,000 per 1000 sticks

- Soft cup with more than 70% local content

UShs 21,000 per 1000 sticks

- Other soft cup 150%
- Others UShs 850
Petrol per litre 12%
Usage of mobile cellular phone service 5%
Landlines and public payphones UShs 50 unless for landline use
Sugar per kilogramme NIL
Sacks and bags of polymers of ethylene 120%
Cement UShs 500 per 50kg
Mineral water, bottled water and other water purposely for drinking 10%

Stamp Duty

%

PricewaterhouseCoopers




Pre-registration input tax

Kenya I

Tanzania |

Uganda K



Electronic Tax Register

Kenya |

Tanzania |

Uganda |
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Customs Duty — East Africa

The implementation of the East African Customs Union Protocol started on 1 January, 2005 and affect the importation of goods into the three
EAC countries.

This protocol provides for the following:

¢ A Common External Tariff (CET);

* Elimination of internal tariffs;

* Rules of origin;

¢ Anti-dumping measures;

¢ A common customs law (EAC Customs Management Act);
e Common export promotion schemes.

The Protocol has no effect on domestic taxes i.e. VAT, Excise Duty etc which are levied at the national level.

External Tariffs

The customs duty rates applicable under the CET are as follows:

Category Rate
Raw materials, capital goods, agricultural inputs, pure-bred animals, medicines 0%
Semi-finished goods 10%
Finished final consumer goods 25%

Certain “sensitive goods” (including most cereals, milk, jute bags, cement, sugar and second hand clothes (mitumba)) attract rates higher than 25%
CET rate.



The customs law provides for a duty remission scheme whereby gazetted manufacturers enjoy reduced CET rates on their raw material imports
where these are used to manufacture goods for export or certain essential goods for the domestic market.

Certain industries and items are also entitled to exemptions under the customs law e.g. assemblers of bicycles and motor cycle kits, importers of
gas cylinders, certain hotel equipment, solar equipment and energy saving bulbs.

Where goods are currently subject to a lower rate of duty from the other trade blocs of COMESA and SADC, the applicable lower rate will supersede
the EAC rates up to a time when the trading arrangements between the three trading blocs are harmonised.

Internal Tariffs
The preferential internal tariffs can be summarized as follows:
* Imports of Tanzanian and Ugandan goods are free of import duty

* Imports of Kenyan goods will reduce to zero by steps over 5 years

Table on Community Tariffs

Category Description 2007 2008 2009 2010
A Goods which are not sensitive and which will 0% 0% 0% 0%
be eligible for duty-free treatment starting 2005
B Goods that will attract a gradual Kenya to Uganda 6% 4% 2% 0%
tariff reduction over a 5 year period Kenya to Tanzania 0% 0% 0% 0%
1% 0% 0% 0%
3% 2% 1% 0%
6% 4% 2% 0%
9% 6% 3% 0%
15% 10% 5% 0%

Goods will only enjoy the preferential community tariffs if they meet the EAC Customs Union Rules of Origin.

PricewaterhouseCoopers 34
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Deadlines and Penalties

Kenya I ——

Income tax Deadline/obligation Penalty Interest
Instalment tax payment Four instalments due by 20th of the 4th, 6th 20% of the amount due 2% per month
9th and 12th month of the accounting period
Final tax payment 4 months after accounting period 20% of the amount due 2% per month
Filing of the self 6 months after the accounting period 5% of the normal tax 2% per month
assessment tax return min. KShs 10,000
Withholding tax Within 20 days from the end of month in 10% of the amount due to 2% per month
which tax was deducted a maximum of 1million
Payroll
PAYE Within 9 days from the end of month in which 25% of the amount due 2% per month
tax was deducted 20% of unpaid tax
NSSF Within 15 days from end of month in which 5% of the contribution
relevant wages are paid
NHIF Within 1 day (concession granted for 9 days) 5 times of the contribution
from end of the month in which relevant due

wages are paid



VAT

Supply of taxable
goods and Services
Import of goods
Late payment

Fraudulent refund claims

Late filing of returns
Improper access to a
tax register

Falsification of data stored
inan ETR

Excise Duty
Monthly Excise duty
returns & payments

Within 20 days from end of the supply

At the time customs duty is payable

Within 20 days from the end of the month

2% interest compounded
monthly

2% interest compounded
monthly

2 times the amount of the
fraudulent claim and up to
3 years imprisonment
KShs. 10,000

KShs. 400,000 or 2 years
imprisonment Body corporate
fine —-KShs. 1,000,000
Fine not exceeding

KShs 800,000 or

3 years Imprisonment

2% per month or part thereof

PricewaterhouseCoopers

37

o
c
©
o
o

=

T
«
o

(a]

(7]
Q
=
[]
=
[
=8




38 East Africa Tax Reference Guide 2007/08

Deadlines and Penalties

Tanzania I

Income tax Deadline/obligation Immediate Penalty % Monthly
Penalty %

Instalment tax / return

Payment end of each

quarter BoT
Filing of return end of 1st quarter 2.5"
Underestimation BoT

Final tax/return

Payment 6 months after accounting period BoT
Filing of return 6 months after accounting period 2.5%
Withholding tax

Payment

PAYE 7 days after month of deduction BoT
Skills and Devt.

Levy 7 days after month end 25 N/A
NSSF 1 month after month end 5

PPF 1 month after month end 5 5



VAT Deadlines/Obligations Immediate Penalty% Monthly penalty%

OkkkH

Filing/Payment Last working day of the following month 1

Interest chargeable

on late payment CBL+5
Interest due to taxpayer on

late payment of VAT

refunds CBL
Stamp duty

Payment/Stamping 30 days after execution/entry of instrument 25 -1000 N/A
Key

BoT Bank of Tanzania discount rate at the start of year, compounded monthly

CBL Central Bank commercial bank lending rate

* subject to minimum of TShs 10,000 (individuals) and Shs 100,000 (corporate)

> subject to @ minimum of TShs 100,000, annual PAYE and SDL returns due 31 January

e minimum penalty is TShs 50,000 for the first month and TShs 100,000 per month thereafter

Penalties

PricewaterhouseCoopers 39
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Deadlines and Penalties

Uganda |

Income tax Deadline/obligation Immediate Penalty % Monthly
Penalty %

Provisional tax Half yearlyinstalments 20% (A-B)

Final tax payment 6 months after accounting period 2%

Filing of tax return 6 months after accounting period

greater of 2% of tax
outstanding or UShs.

200,000
Withholding tax Within 15 days from the end of the month 2%
Payroll
PAYE Within 15 days from end of the month in
which tax was deducted 2%
NSSF Within 15 days from end of the

month in which the relevant wages are paid 10
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The firms of the PricewaterhouseCoopers global network (www.pwc.com) provide industry-focused assurance, tax and advisory services to build public
trust and enhance value for clients and their stakeholders. More than 145,000 people in 149 countries across our network share their thinking,
experience and solutions to develop fresh perspectives and practical advice.

© 2008 PricewaterhouseCoopers. All rights reserved. PriceewaterhouseCoopers refers to the network of member firms of PricewaterhouseCoopers
International Limited each of which is a separate and independent legal entity. *connectedthinking is a trademark of PricewaterhouseCoopers LLP.






