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Digitization of rental tax collection efforts:
What does this mean for landlords and tenants?

What this means for the Property owners

As a move to improve rental income tax
compliance
in
the
country,
the
Government of Uganda represented by
the Ministry of Finance, Planning and
Economic Development on June 5th 2020
signed an agreement with an American
based company, RIPPLENAMI INC., to
provide a solution to the low collections
realized from rental tax.

In collaboration with the various
government departments, agencies and
ministries such as the Ministry of Lands,
National Identification and Registration
Authority (NIRA), Uganda Registration
Services Bureau (URSB), Uganda
Revenue Authority (URA), Kampala
Capital City Authority (KCCA) and the like,
RippleNami shall develop and deploy a
rental tax compliance system that will
integrate data between these various
government agencies to enable proper
identification
of
individuals,
and
companies that own rentable property and
possible rental income tax payable.

Digital capabilities of the hired company
RippleNami Inc. operates as a technology
development company that develops and
deploys
complete
blockchain-based
solutions
that
enables
emergent
economies to generate, process, manage,
and share transaction information.

RippleNami as announced by the
government will identify properties and
assign them geo-addresses in accordance
with internationally accepted standards,
link the identified properties to their owners
or the persons who earn income from
those properties and cross match the
identified properties and their ownership
with the URA Tax Identification Number
(TIN) database. The company will also
determine the nature of occupancy that is:
whether a property is owner-occupied or
rented out, determine the occupancy
period, providing for current and previous

By integrating millions of data points from
numerous sources, RippleNami offers a
complete picture of timely, relevant
information,
to
connect
people,
organizations and governments to what
really matters to them enabling them to
make better and faster critical decisions. It
is no wonder our government now seeks to
employ this kind of technology and
solution for the rental tax collections.
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periods, determine the estimated rental
income assessable to rental tax to be paid
prior to standard deductions from each
property and by each property owner and
provide a clear address for each property
identified for ease of reference.

An overview on Taxation of Rental Income
As per the current tax law provisions, a tax
is imposed on the rental income of a
person derived during a year of income
that is: any person who derives income
from renting out residential or commercial
property may be liable for rental income
tax and such a person is required to submit
annual tax returns to URA whether the
property is profit making or not. This
income is segregated from other kinds of
income and is taxed separately.

With such blockchain based solutions,
URA will be able to trace all property
owners and all the information related to
the property whether leased or disposed
and such verifiable information will be
tagged to a particular tax payer meaning
that it is time for all property owners in the
business of leasing/renting out of their
property to look into their declarations and
tax affairs before RippleNami commences
its mandate in the new financial year
starting July 01, 2020.

For rented properties owned by
individuals, a tax rate of 20% is applied on
the annual rental income after deducting:
an allowable deduction of 20% of the gross
rental income, a tax-free threshold of
Ushs. 2,820,000 and any interest on a
mortgage from a financial institution to
construct or purchase the property. This
implies that for an individual, other
property related expenses like cleaning,
security, repairs and renovations are not
allowed for tax purposes, as they are
assumed to be covered by the general
deduction of 20% of the gross income.

Property owners not registered for taxes
will also be easily traceable with the new
rental compliance system and it is no
doubt that the time to realign the tax affairs
for the property owners was yesterday.
In addition to rental income tax, URA will
also easily track and assess capital gains
tax arising from the sale of properties. This
implies that property owners who have not
been on the tax radar need to consider the
tax consequences of their transactions to
ensure compliance and avoid penalties.

Companies, Retirement Funds and Trusts,
on the other hand, are subject to a tax rate
of 30% of the chargeable rental income.
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Chargeable income means the gross rental
income less allowable expenditure and losses
incurred in producing the rental income.
Generally, all expenses incurred with respect
to the property generating rental income is
allowed including capital allowances on the
cost of construction, security, cleaning, repairs
and renovations, utility bills, and the like.

their fair share of the tax, implementation of
the new measure needs to be done in a way
that is not blind to the impact Covid-19 has
had on landlords. Government may therefore
consider assessing tax prospectively as
landlords are educated about their tax
obligations and in turn this will help to increase
cooperation and buy-in from landlords.

Our recommendations

Given the risk of interest and penalties for past
periods where there was non-compliance,
landlords/landladies may consider taking
advantage of a tax amnesty included in the
Covid-19 tax Amendment Bills, once enacted
by Parliament and assented to by the
President.

It is not clear how RippleNami Inc. will
determine the rent payable by each tenant and
this poses a risk for over or under assessment
of taxes. Property owners therefore need to
ensure proper record keeping in this regard
going forward and close any record gaps for
the prior periods if any.
We are also not clear on whether this new
system will apply both retrospectively and
prospectively but in the event that it does,
URA is likely to assess principal tax and late
payment penalties for past periods. Whereas it
is important that every landlord/landlady pays
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Tenants should however expect a possible
increase in rental charges by some landlords
who were not paying rental income tax as the
landlords may seek to factor in the “new” cost
in the rent.
Our team of tax experts is available to provide
any further clarification or assistance where
needed, please feel free to contact us.
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Disclaimer:
This publication has been carefully prepared, but it has been written in general terms and should be
seen as broad guidance only. The publication cannot be relied upon to cover specific situations and
you should not act, or refrain from acting, upon the information contained therein without obtaining
specific professional advice. The information contained in this document is solely based on our
interpretation of the Income Tax Act and the press release by the Ministry of Finance regarding the
new rental tax compliance system.
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