Digital Payments Taxation Factsheet: A

UGANDA O

Why are digital payments important for Uganda?

Digital financial services are growing in Uganda and play an important role in
supporting the financial inclusion of the poor.
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How are digital payments taxed?

Tax to GDP ratio®
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a. The proportion of adults using digital payments (sending and/or receiving digital payments) is higher than those reporting that they have a mobile money account. This is not
necessarily inconsistent as some people send or receive digital payments through someone else’s account, or transact directly through a mobile money agent IC
b. Poorest 40% of the population
c. ICTD/UNU-WIDER Government Revenue Database (2018)



What do these taxes contribute to

government revenue?

In 2019/2020 total revenue collected from all taxes was

UGX 17.3 trillion (4.8 billion USD)?

Taxes on all bank charges, money transfers and mobile money contributed

UGX 278 billiOII. (1.61% of total revenue)

This is the equivalent of:
A .
b— 16%

of the road maintenance
and construction budget®

! 23%

of the health
sector budget®
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What do these taxes mean in practice?

Agnes has just received her salary and wants to send UGX 20,000 (USD 5)° to her
mother in the village for medical bills. She prefers to use digital payment methods
because they are faster and more secure. But should she do a bank transfer or a
mobile money transfer? She decides to compare the options:

Step 1: Agnes
deposits the cash

Step 2: Transfer to her
mother’s account

Total cost
and taxes

Step 3: Her mother
withdraws the money

Scenario1 Mobile to

e——> mobile’

UGX 435 fee
7227 UGX 65 tax on fee

Total = UGX 500

Scenario 2 Bank to
mobile®

UGX 1000 fee
UGX 150 tax on fee

Total = UGX 1150

Scenario 3 Bank to
bank®

UGX 4000 fee

UGX 600 tax on fee

Total = UGX 4600
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(19% of cost)

UGX 765 fee
UGX 115 tax on fee
UGX 100 tax on withdrawal

Total = UGX 980
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UGX 115 tax on fee
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(13% of cost)

o—— UGX 2130 cost

+— UGX 365 tax
(17% of cost)

UGX 1200 fee
UGX 180 tax on fee

Total = UGX 1380




