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TELECOMS PUSH FOR LOWER MOBILE MONEY TAX 

By Sarah Nanakooza 

Telecom operators have 
asked P1\rliament. to revise 
the pwposed tax measures, 
warning that the 0.5% excise 
duty on mobile money 
withdrawals risks undennining ­
financial inclusion and 
increasing the cost of digital 
transactions for ordinary 
Ugandans. 

Appearing before 
Parliament's finance 

MPSI' CONCERNS 
Paul Omara (Otuke County MP) said withdrawal 
charges by telecom operators in some cases exceed 
traditional banking fees. 

"If I send sh500,000, the charges can go as high as 
sh13,750.,Wouldn't it be more prudent to reduce your 

·rates so that more Ugandans use the platform and 
poth you and the Government earn more in the long 
run?" OmClra said. ; " 

In response, Airitel Money managing-director Japhet 
. Aritho said much of the transaction charges go to 
taxes and agent commissions. He said taxes alone can 
account for over 50% of the total charge, with excise 

. duty and a 0.5% levy forming a substanlial snare. 
"When you combine taxes and commissions, up 

to 85% of the value is allocated-to sustaining the 
ecosystem. The operators retain a very small margin," 
Aritho said, adding that over 240,000 agents depend 
on these commissions for their livelihoods. 

continues to impose the 
duty despite a prior regional 
agreement v .... ithin the East 
African Community to waive 
it.' He said reducing the cost 
of smartphones, especially 
those below sh500,OOO, would 
accelerate digital adoption and 
expand the tax base through 
increased consumption of data 
services. 

"The Government already 
earns 12% excise duty on data 
and 18% VAT [value-added 
tax]. If more Ugandans own 
smartphones, the usage vvill 
increase, and the resulting tax 
revenue will offset the initial 
loss from removing import 
duty," Aritho said. 

committee on Wednesday, 
. industry players - led by 

Dennis Kakonge, the MIN 
Mobile Money general 
manager of corporate services 
and company secretary -
told legislators that mobile 
money has evolved from . a 
convenience service into a 
critical financial infrastructure, 
particularly for low-income 
earners. 

point of withdrawal," Kakonge 
said. 

the tax discourages usage, 
particularly among low-income 
users who rely heavily on 
mobile platforms to receive and 
access funds under government 
programmes such ali the Parish 
Development Model, Emyooga 
and the Social Assistance 
Grants for Empowe~nt. 

revenue, but a lower rate 
will drive higher transaction 
volumes, which ultimat~ly 
expands the tax base," 
Kakonge said. 

dropped by about 49% before 
gradually recovering after the 
revisions. 

Waiving the duty could 
initially reduce 'tax collections 
by about sh 155b over five 
years for a limited roll-out of 
500,000 devices. However, the 
telecom heads argue that this 
would be fully offset within the 
same period through increased 
consumption. 

Industry . projections 

"The lesson is that higher 
rates shrink the base, while 
moderate rates grow it," he 
said. 

He said MIN Uganda alone 
has contributed over sh6.1 
trillion in taxes and levies over 
the past decade, with corporate 
income tax nsmg from 
sh103b in 2015 to sh268b 
in recent years. Despite this 
contribution, Kakonge said the 
sector remains highly sensitive 
to the tax changes due to its 
broad User base and central 
role in enabling access to 
financial services. 

Kakonge proposed that 

presented to the committee 
indicate that reducing the tax 
could increase government 
revenue from about sh80b in 
the 2025/26 financial year to 
sh158b by 2029/30, driven by 
higher transaction volumes. 

TAX MEASURES, DIGITALISATION 
Airtel Money managing 
director Japhet Aritho called for 
the removal of the 10% import 
duty on low-cost smartphones, 
saying device afIordability 
remains a key barrier to digital 
inclusion. 

They also raised concerns 
about the lack of a level 
playing field across financial 
service providers. They said 
mobile money withdrawals 
attract a 0.5% tax, while 
similar transactions conducted 
through agency banking or 
automated teller machines are 
not taxed in the same way. 

the tax be reduced to 0.25% 
rather than removed entirely, 
alongside the introduction of a 
transaction cap of sh5,OOO. 

"This tax direCtly impacts 
the ordinary Ugandans, who 
are the very constituents you. 
represent, because it is applied 
on<the transaction value at the Telecom operators said 

"We recognise the need 
for the Govepunent to raise 

Kakonge referenced past 
trends, saying when the tax 
was first introduced in 2018, 
mobile money transactions Aritho said Uganda 
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Bgnkers have raised eoncern over the 
pmposed tax amendments, warning 
Parliament that the measures could 
raise the cost of borrOwing, distort 
~ancial markets and uitlmately slow 
investment across the economy. 

Officials from the Uganda Bankers' 
Association appeared before 
Parliament's finance committee 
on Wednesday, chaired by Amos 
Kankunda (Rwampara County MP). 

Trevor Lukanga, an associate 
. director in the international tax 
practice at PWC Uganda and tax 
advisor of the bankers' association, 

, outlIned concerns around key 
proposals, including taxation 
of software, limits on interest 
deductibility, alternative minimum tax 
and the withholding tax on foreign 
borrowing. 

SOFTWARE TAX DISPUTE 
One of the most contested groposals 
is the plan to include software in 
the definition of royalties, effectively 
subjecting its purchase to a 15% 
withholding tax. 

Lukanga .said currently, banks 
procuring core banking software 
from global providers do not incur 
withholding tax. 

"To illustrate this, if a bank procures 
software worth $1m, the supplier 
expects to receive the full amount," 
Lukanga said. 

New taxes to raise cost of borrowing - bankers 

"But with the withholding tax, the 
bank would have to gross up the ' 
payment, pushing the total COSt to 
about $1.2m." 

He said while the Government 
would collect the withholding tax, it 
would simultaneously allow higher 

.capital allowances on the inflated cost, 
creating what he de cribed as a policy 
inconsistency . 

"On one hand, you collect tax and, 
on the other, you-give it away through 
capital deductions. Our view is that 
this amendment should be dropped," 
Lukanga said . 

INTEREST DEDUCTIBIlITY CO~CERNS 
The bankers also raised concerns 
about the limitation on interest 
deductibility under the Income Tax 

Act, which caps allowable deductions 
at 30% of earnings before interest, tax, 
depreciation and amortisation. 

Lukanga said this creates a mismatch 
in taxation. While banks are taxed on 
the full interest income they earn, 
borrowers are restricted in the amount 
of interest expense they can deduct. 

"In a scenario where a borrower 
incurs interest of 70% but can only 
deduct 30%, the bank is still taxed on 
the full 700/0. This results in a form of 
double taxation within the system," 
Lukanga said, adding that the 
bankers' association is proposing the 
exclusion of loans from local banks 
from this limitation. 

Oli the proposed 0.5% alternative 
minimum tax, bankers said the 
measure fails to consider the unique 

structure of the financial sector. 
Lukanga said banks are required 
to invest heavily in government 
securities to maintain liqUidity, yet the 
interest earned from the e instruments 
is alreadv taxed at rates of between 
10% and- 20%. 
"It is possible for a bank to make tax 

losses due to high investment costs, 
yet still be required to pay tax on 
gross income under the mininlUm tax 
regime," Lukanga said. 

"We request that exemptions be 
considered, particularly for financial 
institutions investing in government 
paper." 

COST OF FOREIGN BORROWING 
Ronald Makata, the chief finance 
officer at Stanbic Bank Uganda, said: 

-"As Uganda, we are a net importer of 
capital. When we borrow externally, 
lenders will either increase interest 
rates to cover the withholding tax or 
require us t6 absorb the cost." 

"Either way, it becomes a double 
cost that is ultimately passed on to the 
borrowers." 

Makata said the impact would be 
felt across the economy, affecting 
industry players, investors and even 
the Government, which relies on 
foreign financing for infrastru'cture 
projects. . 

"This will distort the foreign 
exchange market, increase the cost of 
investment and discourage investors," 
Makata said. 

WHAT MPS SAY 
Paul Omara (Otuke County MP) said 
some foreign lenders earn interest 
in Uganda but pay no tax locally or 

. abroad, urging tlle Government to 
inlpose the withholding tax and close 
the loopholes. 

Dickson Kateshumbwa (Sheemcl' 
Municipality MP) said cloud-based 
software has complicated taxation, 
creating revenue leakages and called 
for refining, not rejecting the proposal. 

Lukanga said banks already operate 
under str.ict transfer pricing rules that 
lirri.it profit hifting. He said taxin ... 
foreign borrowing would raise banks' 
costs, which would be passed on to 
borrowers, increasing business costs 
and slowing growth. 


