BSA III: ADVANCED TAX ACCOUNTING 2026

TOPIC THREE
TAXATION OF EMPLOYMENT INCOME
This topic will enable students to:  
· Determine employment and residence status.
· Identify taxable and exempt employment benefits and value benefits correctly.
· Compute employment tax liability.
· Prepare required return information and explain payment/refund procedures.
· Evaluate lawful employment-income tax planning opportunities.  
  
1. Key concepts  
  a) Employee and employer  
ITA Cap 340 Sec 2(x) defines an employee as an individual engaged in employment while Sec 2(y) an employer is defined as a person who employees or remunerates an employee.  
  
It, therefore, follows that an employee must be an individual and a company for instance can never have employment income. An employee generally is a person who has entered into a contract of service with the employer whether written or otherwise.  
  
Employment under the ITA Sec 2(z) means a position of an individual in employment of another, a directorship of a company, a position entitling an individual to a fixed or ascertainable remuneration or the holding or acting in a public office.  
  
Employment usually exists where there is a contract of service that creates a ‘master-servant’ relationship as opposed to a contract for services which indicates self-employment.  

b) Residence status of an employee 
Residence status of an employee depends on whether an employee is a resident or non-resident individual for tax purposes. A resident employee is an employee who is a resident for tax purposes while a non-resident employee is an employee who is a non-resident for tax purposes  
An employee is a resident for tax purposes, if the employee is a resident individual.  
  
A resident individual is one who;  
· has a permanent home in Uganda  
· is present in Uganda; for a period of 183 days or more in any twelve (12) months period that commences or ends during the year of income or during the year of income and in each of the two (2) preceding years of income for an average or more than 122 days; or  
· is an employee or official of the Government posted abroad during the year of income.  
  
c) Implications of resident status on income sources  
A resident employee is taxed on employment income derived from all geographical sources (world-wide income) while non-resident employee is taxed only on income derived from sources in Uganda.  
Source rules of employment income (refer to sec 79 c,e,m&p)
The source rules are the basis of determining whether income is earned from within or outside Uganda. Where the clarity of the source of income has been made, the specific criteria on how to treat given income and subjecting it income tax obligations becomes more certain. The source rules which are relevant for determining the source of employment income are those provided for under Sec 79 (c, e, m&p). Under this section, employment income considered to have been sourced from Uganda if;
· Employment income is derived from employment exercised in Uganda
· Employment income is paid by a resident person.
· Employment income is paid by a non-resident person as an expenditure for a business carried on by a person through a branch in Uganda
· In a case where employment income is derived by a person from being a driver of a vehicle or member of a crew, ship aircraft etc, the income earned is sourced from Uganda regardless of where it is operated as long as the person is a resident person.
· A pension or annuity is considered to have been sourced from Uganda if it is paid by the government of Uganda or a resident person or when it is paid in respect of employment exercised in Uganda
· When a contribution to a retirement fund is made by a tax-exempt employer in respect of an employee whose employment is exercise in Uganda.
Fulfilment of any of the conditions above renders employment income that will have been earned as sourced from Uganda and in case none is fulfilled, then it is income sourced from outside Uganda.

Foreign employment income earned by a resident individual (Sec 80) Foreign-source employment income derived by a resident individual is exempt from tax if the individual has paid foreign income tax in respect of the income. A resident individual is treated as having paid foreign income tax on foreign source employment income if tax has been withheld and paid to the revenue authority of the foreign country by the employer of the individual.  


Tax rates for resident individuals
	  
	Annual emoluments [monthly]
	Tax Rate 

	1  
	 Not exceeding Ugx 4,020,000 [335,000]
	Nil

	2  
	Exceeding Ugx 4,020,000 [335,000] 	but 	not exceeding Ugx 4,920,000 [410,000] 
	20% of the amount by which the chargeable income exceeds Ugx 4,020,000 [335,000]

	3  
	Exceeding Ugx 4,920,000 [410,000]	but not exceeding Ugx 5,820,000 [485,000] 
	Ugx 180,000 [15,000] plus 25% of the amount by which chargeable income exceeds Ugx 4,920,000 [410,000]

	4  
	Exceeding Ugx 5,820,000 [485,000] 
	Ugx 405,000 [33,750] plus 30% of the amount by which chargeable income exceeds Ugx 5,820,000 [485,000]

	5  
	Exceeding Ugx 120,000,000 [10,000,000]
	a) Ugx 405,000 [33,750] plus 30% of the amount by which chargeable income exceeds 	Ugx 5,820,000 [485,000]
b) 10% is charged on the amount by which chargeable income exceeds Ugx
120,000,000 [10,000,000]


  
Tax rates for non-residents individuals
	  
	Annual emoluments [monthly]
	Tax Rate 

	1  
	 Not exceeding Ugx 4,020,000 [335,000]
	10%

	2  
	Exceeding Ugx 4,020,000 [335,000] 	but 	not exceeding Ugx 4,920,000 [410,000] 
	Ugx 402,000 [33,500] plus 20% of the amount by which chargeable income exceeds Ugx 4,020,000 [335,000]  

	3
	Exceeding Ugx 4,920,000 [410,000]
	Ugx 582,000 [48,500] plus 30% of the amount by which chargeable income of an individual exceeds 4,920,000 [410,000]

	4
	Exceeding Ugx 120,000,000 [10,000,000]
	a) Ugx 582,000 [48,500] plus 30% of the amount by which chargeable income of an individual exceeds 4,920,000 [410,000]
b) 10% is charged on the amount by which chargeable income exceeds Ugx
120,000,000 [10,000,000]



2. Distinction between an employee and independent consultant  
The distinction between employment and self-employment is important as earnings of employees are taxed under employment income while earnings of self-employed persons (independent consultants) are taxed under business income. The main difference that under business income, the person is allowed generous deductions compared to employment income where the only allowable deduction is Local Service Tax (LST).  It is advantageous for a person’s earnings to be taxed as independent consultants than as an employee due to the highlighted benefits.  
The main guiding principle is that employment usually exists where there is a contract of service that creates a master-servant relationship as opposed to a contract for services which indicates self-employment.  
· The distinction between employment and self-employment has been determined by case law and the following issues can be evaluated to determine whether one is an employee or self-employed, based on the circumstances of each case:  
· An employee is required to provide personal service, that is, the person cannot provide a replacement in his/her absence. Under employment, there is always a minimum obligation for the employee to give personal service and the employer to pay the person for that service and the employer must provide work for the duration of the contract.  
· The employee must be subject to a certain degree of control by the employer, that is, how he/she performs his/her services, what tasks have to be performed, when and, or where they must be performed. The self-employed person is more likely to have the freedom to do work when and where he or she wants.  
· A self-employed person generally provides whatever equipment is needed to do the job though this may depend on the existing circumstances as the employer may provide the equipment in some cases.  
· Individuals who risk their own money required for running the job are almost certainly self-employed as employees are not usually expected to risk their own capital  
· A person whose profit (or loss) depends on the capacity to reduce costs by organising work effectively may well be self-employed as employees are paid fixed amount per month without regard to profit  
· Length of a particular engagement usually determines employment status and employees will have open-ended contracts though there are many cases these days of employees engaged on fixed term contracts. Where a person undertakes a number of short-term engagements for different employers, he or she may be regarded as self -employed.  
· Where the person is part and parcel of the organization he/she is considered an employee, for instance, a person taken on to manage the staff of client will normally be seen as an integral part of the client’s organisation and this may be seen as a strong indicator of employment  
· The presence, in a contract, of benefits such as paid leave, membership of pension scheme, car parking space, canteen facilities and others, is a strong indicator that an employment relationship exists. A contract of employment will also contain access to a complaint resolution procedure and the employee may be subject to disciplinary procedures.  
· A right to terminate an engagement for a reason other than serious breach, by giving notice of a specified length, may be viewed as an indicator of contract of employment as such a provision is unlikely to be found in a contract for services, which usually end on completion of the task, or if the terms of the contract are breached  

3. Scope and composition of employment income  
Employment income is income earned by an employee from any employment and includes:  
a) wages, salary, leave pay, payment in lieu of leave (leave encashment), overtime pay, fees, commission, gratuity, bonus, the amount of any travelling, entertainment, utilities, cost of living, housing, medical or other allowances.  
b) the value of benefits granted  
c) the amount of any discharge or reimbursement by an employer of expenditure incurred by an employee, other than expenditure incurred by an employee on behalf of the employer which serves the proper business purposes of the employer.  
d) any amount derived as compensation for the termination of any contract of employment, whether or not provision is made in the contract for the payment of such compensation, or any amount derived which is in commutation of amounts due under any contract of employment  
e) Any amount paid by a tax-exempt employer as a premium for insurance on the life of the employee and which insurance is for the benefit of the employee or any of his or her dependents  
f) any amount derived as consideration for the employee’s agreement to any conditions of employment or to any changes in his/her conditions of employment  
g) the amount by which the value of shares issued to an employee under an employee share acquisition scheme at the date of issue exceeds the consideration, if any, given by the employee for the shares including any amount given as consideration for the grant of a right or option to acquire the shares  
h) the amount of any gain derived by an employee on disposal of a right or option to acquire shares under an employee share acquisition scheme. 

4. Benefits in kind represent facilitation to employees by employers in regard to their employment contract terms and would ordinarily include:  
  
· availability of private use of official motor vehicle benefit;  
· relief of debt/interest obligation-loan benefit;  
· provision of residential accommodation-accommodation benefit;  
· meals, refreshments, entertainment; and  
· utilities, domestic servants and others  

Valuation of Benefits in kind 
(a) Motor vehicle benefit
The use or availability for use of a motor vehicle wholly or partly for the private purposes of an employee. The benefit derived is equivalent to 20% of the market value of the vehicle. Where a motor vehicle is provided for the exclusive use of an individual, then the vehicle is deemed to be available to the exclusive use throughout the year and therefore no apportionment can be made for the period. However, where a motor vehicle is a pool vehicle that is available for use by any employee for work or personal purposes, then the benefit accruing to an employee who uses such a vehicle is apportioned on the basis of the number of days the vehicle was availed for personal use. The value of the benefit is calculated according to the following formula:
        (20% x A x B/C) – D
Where;
A, is the market value of the motor vehicle at the time when it was first provided for the private use of the employee, depreciated on a reducing balance basis at a rate of 35% per annum for the subsequent years.
B, is the number of days in the year of income during which the motor vehicle was used or available for use for private purposes by the employee for all or a part of the day.
C, is the number of days in the year of income
D, is any payment made by the employee for the benefit.
The outcome of the above formula is an annual benefit amount for a given employee. This amount may be appropriated on a monthly basis by apportioning the amount over the number of months it is used by the employee for private purposes.  
(b) Provision of a domestic assistant i.e. house keeper, chauffeur, gardener etc. 
The benefit is equal to the total amount paid by the employer to the domestic assistant in respect of the services rendered to the employee less any payment made by the employee for the benefit.
(c)Provision of meals, refreshment or entertainment to an employee by the employer as private benefit to the employee. The value of the benefit is the cost incurred by the employer to provide the benefit reduced by any consideration paid by the employee for the benefit. 
Note; that S.19(2)(e), excludes/exempts by virtue of S.19(7), from employment income the value of any meal or refreshment provided by the employer to the employee in premises operated by, or on behalf of the employer solely for the benefit of employees and which is available to all full time employees on equal basis.
(c) The provision of an employee’s utility cost in respect of the employee’s place of residence. The value of the benefit is the cost to the employer of providing the utilities reduced by any consideration paid by the employee for the utilities. 
(d) Loan benefit
The provision of interest free loans or low interest loans exceeding one million shillings. A loan granted to an employee by the employer exceeding Ugx 1 million and for a period exceeding three months results in a taxable benefit to the employee. This benefit only arises to the extent that the interest charged on the loan is less than the statutory rate. The benefit to the employee who is granted a loan is the difference between the interest paid by the employee, if any and the interest that would be payable using the bank of Uganda statutory interest rate at the beginning of the financial year. Statutory rate refers to the Bank of Uganda discount rate at the commencement of the year of income.
(e)Waiver of an employee’s debt obligation by the employer or any other person associated with the employer. The benefit to the employee as a result of the waiver is the amount actually waived.
(f) The transfer or use of property or the provision of services by the employer to the employee. The value of the benefit is the market value of the property or services less any payments by the employee for the property.
(g) Provision of accommodation or housing other than by way of allowances, reimbursements or discharges. The value of the benefit in kind is the lesser of-
i) The market rent of the accommodation or housing reduced by any payment made by the employee for the benefit; or
ii) Fifteen per cent of the employment income, including the amount referred to in paragraph (a), paid by the employer to the employee for the year of income in which the accommodation or housing was provided.
Where housing is provided to workers within the same Compound as the Person they work for (commonly referred to as "Boys’ Quarters”), no benefit should be attached to such accommodation.

Any other benefit, advantage or facility granted by the employer to an employee is valued at the market value of the benefit less any payments made by the employee for the benefit.
The value of any non-cash benefit provided by an employer to an employee who is not covered by the above clauses is the market value of the benefit, at the time the benefit is reduced by any payment made by the employee for the benefit.

5. Non-taxable benefits of employment (exempt employment income)  
The principle of taking all amounts arising from employment as income seeks to exclude those below even when they may seem to accrue from employment. Such items include;
· Passage costs; i.e. recruitment and relocation costs of employing a non-citizen from outside Uganda.
· Any reimbursement or discharge of an employee’s medical expenses, including a premium or other amount paid for medical insurance.
· Any discharge or reimbursement of expenditure incurred on behalf of the employer which expenditure serves the proper business purposes of the employer.
· Any amount paid as a premium for insurance, other than by a tax-exempt employer, on the life of an employee.
· Any allowance given for actual costs of accommodation, travel, meals and refreshment while undertaking travel and in the course of performing duties of employment.
· The value of staff welfare or any meal or refreshment provided to employees on an equal basis in premises operated by or on behalf of the employer solely for the benefit of employees.
· Any benefits provided the total value of which is less than Ugx. 10,000 per month.
· A contribution for the benefit of an employee made by an employer to a retirement fund.
· 25% of an amount derived as compensation for the termination of any contract of employment which has lasted 10 years and above.
· The employment income of an employee to the extent that the exemption is provided for in a technical assistance grant agreement.
With exclusion of the employment income items enlisted in Section 19 (2), identify other employment income items that are exempt from tax.

Further scrutiny of sections 21 and 80 reveals that other employment incomes that are exempt from tax include;
· Official employment income derived by a person in the public service of the government of a foreign country if;
· The person is either a non-resident person or is a resident individual solely by reason of performing such services.
· The income is payable from the public funds of that country.
· The income is subject to tax in that country.
· Any allowance payable outside Uganda to a person working in Ugandan foreign missions.
· Employment income derived by an individual to the extent provided for in the technical assistance agreement where;
· The individual is a non-resident or a resident solely for the purpose of performing duties under the agreement.
· The minister has concurred in writing with the tax provisions in the agreement.
· Pension
· Lump sum payment made by a resident retirement fund to a member of the fund or a dependant of a member of the fund.
· Official employment income of a person employed in Uganda People’s Defence Forces, Uganda Police Force, External Security Organisation, Internal Security Organisation or Uganda Prison Services other than a person employed in a civil capacity.
· The employment income of a person employed as a member of parliament except for salary.
· Emoluments payable to employees of the East African Development Bank with effect from 1st July 1997.
· Foreign source employment income derived by a resident individual if the individual has paid foreign income tax in respect of the income. In this case, an individual is treated as having paid foreign income tax on foreign sourced employment income if tax has been withheld and paid to the revenue authority of the foreign country by the employer of the individual.

6. Charging tax on employment income
Income tax is payable on all income derived by an employee from his or her employment unless the income is specifically exempt under the act. The tax is collected using Pay As You Earn (PAYE) rules on the basis of withholding at source by the employer. Under the PAYE rules, employees whose salaries have been subjected to PAYE withholding are deemed to have discharged their liability, subject to other sources of income that they may have.
PAYE withholding tax operates as a final tax liability only for employees deriving income solely from employment and from a single employer. Employers are required to collect the PAYE withholding tax, although the employees bear the liability. Administrative and collection provisions in the act impose the obligation to withhold and to remit the tax to the tax authority on the employer. Penalty provisions apply to employers for non-withholding or non-remittance.
The obligation to withhold tax from employment income has priority over any other amount that is to be deducted or withheld from a payment of employment income by an employer. The obligation to withhold tax under the ITA overrides any law in force in Uganda that forbids the reduction or attachment of employment income.
Income tax practices to be observed under the PAYE administration system
· Each employer is required to withhold tax from payments of employment income paid to an employee.
· The obligation to withhold tax from employment income has priority over any other amount that is to be deducted or withheld from a payment of employment income by an employer.
· PAYE withholding for a year of income is effectively a final tax on the employee’s income for that year. That is where the gross income of a taxpayer for a year of income consists exclusively of employment income derived from a single employer from which tax has been withheld.
· Each employer is required to file both monthly and annual PAYE returns. Monthly returns of PAYE are submitted upon remittance of the tax deducted.
· The employer is required to submit a PAYE return on all employees who were in his employment by the 15th day following the month when the employee payment was done.
· If an employee has one employment and his or her employer has duly submitted the PAYE returns and remitted the tax, then he or she is not obliged to submit an end of year return.
· Where an employee has multiple employment sources or other sources of income from business or property, then he or she is obliged to submit an end of year return of income.
· Where a person has multiple employment sources or other sources of income, the tax deducted under PAYE scheme will be credited against the total liability to get the net tax due

Employment situations to observe when administering PAYE
· Director’s income
Directorship of a company is included in the definition of employment under the ITA. A director’s income including emoluments, fees and the value of any benefits is therefore subject to PAYE rules. The classification of directors as employees subject to PAYE rules does not preclude them or any employees from filing a return of income if they have other sources of income other than taxed employment income from a single employer.
A company director who has an interest of more than 5% in the underlying ownership of the company and who devotes substantially the whole of their time to the service of the company in a managerial or technical capacity is not eligible for the exemption granted to employees for the value of any meal or refreshment provided for the benefit of all full-time employees on equal terms.
· Changes in employee status
· Change in residence status
· Having more than one employer
· Irregularly paid employees
PAYE of irregularly paid employees should ordinarily be deducted from the last payment made to the employee in any month. For example if an employee is paid weekly, or at any other interval within the month, tax should be calculated on the total payments received during the month and deducted from the last payment in the month.
· Lump sum payments by employers
A lumpsum payment to an employee refers to a single or one-off payment of money as remuneration for a total amount accrued over a period of time. Examples of such payments may include annual or special bonuses, annual leave pay, gratuity, terminal benefits etc.
The employer is required to account for the tax on a monthly basis by withholding, notwithstanding that a payment is made in a lump sum.  
Offenses relating to employment income for both the employer and the employee.
· An employee who fails to notify any change in circumstances as required by regulation 3(14) of these Regulations commits an offence and is liable on conviction to a fine not exceeding twenty-five currency points.
· An employee who furnishes an employee declaration to an employer in contravention of regulation 4(2) of these Regulations commits an offence and is liable on conviction to a fine not exceeding twenty-five currency points.
· An employee who fails to maintain employee declarations and secondary employment forms as required under regulation 6(3) of these Regulations commits an offence and is liable on conviction to a fine not exceeding twenty-five currency points.
· An employer who fails to issue a change in employment certificate as required by regulation 7 of these Regulations commits an offence and is liable on conviction to a fine not exceeding twenty-five currency points.
· A withholding agent who fails to issue a tax credit certificate or employee withholding certificate as required by regulation 8 of these Regulations commits an offence and is liable on conviction to a fine not exceeding twenty-five currency points.

7. Computing for chargeable income and tax liability
· Determining gross income
· Determining chargeable income
Deductible items ie Local service tax
· Applying tax rates (resident or non-resident)
· Computing tax on annual and monthly basis
Sample questions 
Question 1
[bookmark: _Hlk214029466] Wandera Kenneth is the Managing Director of Kabira Limited since 1st July 2023. The following information to the year of income ended on 30th June 2025.
1. Kenneth’s gross monthly salary was Shs 11,550,000. 
2. Following an excellent year of exceptional results exceeding the company’s target, Kenneth received a gift travel package for him and his wife. Kenneth and the wife travelled first class to Maldives with both return tickets costing USD $ 950 each and stayed in a four-star hotel for four nights full board each night costing USD $ 450 per person.
3. He also received bonus package of shs 125 million and a right to acquire 10,000 shares in Kabira Limited under the employee share acquisition scheme. Currently these shares are valued at shs 10,000 each but with a par value of shs 8,000.
4. Kenneth has been residing in Kabira’s fully furnished company house with a monthly market rent estimated at $4,500 and that of the servants’ quarters valued at $ 500.
5. Kenneth is provided with domestic workers including two security personnel, a chauffeur and a chef paid on a monthly basis. The security personnel receive Shs 600,000 each from Kabira and Shs 300,000 from Kenneth himself. While others receive Shs 1 million each, half from Kenneth and half from Kabira Limited.
6. Kenneth was provided with a Land Cruiser Toyota Prado that was purchased from a Local vendor at Shs 175 million on 1st July 2024. This vehicle is always available for Kenneth for both company and private related activities.
7. Kabira provides for staff well-being including Kenneth. During the year of income, Kabira paid for the following on behalf of Kenneth.
	Particulars
	Annual Rates

	Life Insurance
	Shs 3,000,000

	Medical Insurance
	Shs 4,500,000

	Golf Club membership
	Shs 6,500,000


8. Kenneth received Shs 400 million loan at 5% interest to complete his personal residence. The prevailing market rate is 17% where as the Bank of Uganda rate is 12%.
9. Local Service Tax was duly accounted for during the year ended 30th June 2025.
10. Exchange rate:1$=3,700.
Required:
(i) Identify any four employment incomes reliefs for Mr. Kenneth	 (4 marks)
(ii) Advise Mr. Kenneth on his tax obligation for the year ended 30th June 2025.      (16marks)
(iii) Discuss any five differences between employment and self-employment for income tax purposes 									 (5 marks)

Question 2
Wekulo Kennedy is a Captain at Uganda Railways. Kennedy has been working with the Tanzania Railways as a Senior First Officer for the past eight years and got his appointment as a Captain with Uganda Railways in January 2026. The following are the terms of his engagement and other gains in the month of March 2026.
1) The company paid his passage costs $ 2,000 from Tanzania to Uganda to join the organization in January 2026 
2) Monthly retainer of $ 800 and travel allowance of $ 150 per international trip and $ 100 per regional trip. During the month of march, Kennedy made 6 international trips and 3 regional trips.
3) On 5th March 2026, Kennedy was engaged as a Training Captain for the Uganda Railways’ Training School in Kampala. He was paid Shs 3.2 million for the assignment. 
4) Uganda Railways reimbursed him fuel for his travels to and from the airport of Shs 420,000 of which only Shs 220,000 related to actual work travels. 
5) Kennedy also received 2 pairs of a four-striped Captain uniform from Uganda Railways valued at Shs 450,000 per pair. 
6) On 25th January 2026, Uganda Railways gave Kennedy $ 300 for “warm clothing allowance” a special kind of clothing allowance given once in three years to buy bad weather clothing. 
7) For each of the 6 international trips in the month, Kenneth was given $ 200 for lodging and accommodation. Uganda Railways does not require accountability for this allowance. 
8) During each trip, Kennedy and the entire crew are served meals valued at Shs 20,000 per trip. 
9) Additional monthly benefits include airtime of Shs 150,000 and internet data bundles of Shs 250,000. 
10) He also attended a monthly routine medical check-up for which the Uganda Railways pays annual insurance premium of Shs 10,200,000. 
Additional information: 
The exchange for the month was $ 1: Shs 3,500 
Required: 
(a) As a Third Year Student of Income Tax and Tax Accounting at the Largest Business School in Uganda, Advise Kennedy on his chargeable employment income and Employment income tax liability for the month of March 2026.                      

Question 3
(a) For taxation purposes, explain the difference between employment and self-employment										(5 Marks)
(b) Brian is a managing director of International Telecommunications Network (ITN), a multinational telecom company operating in Uganda. Brian is a citizen of the United Kingdom (UK) who was recruited by ITN in 2016 and relocated to Uganda in the same year solely for the purpose of employment.
His current remunerations are follows:
1) Monthly salary of Shs 45 million payable in his bank account held in Uganda and Pound Starling (₤) 15,000 payable in his UK account. 
2) He is entitled to a bonus pay of 0.1% on annual company sales payable in the sixth month after the close of the trading year. For the year ended 30 June 2022, total company sales were Shs 160 billion. 
3) is also entitled to medical insurance for himself and his family. In the month of June 2022, his wife received treatment at an international hospital in Kampala worth Shs 13 million. The insurance company paid the amount. 
4) Brian and his family live in a fully furnished house rented by ITN in Kololo. The monthly market rental value of this house is Shs 6 million. 
5) Brian is provided with security at his house, ITN pays Shs 500,000 every month to the security company for this service.
6) ITN pays Brian monthly allowances of Shs 10 million to cover his utility bills. 
7) As part of his entitlement, he was provided with a brand-new motor vehicle on 1 July 2021 replacing his older vehicle. ITN purchased the motor vehicle at Shs 400 million although the market value of the vehicle at the time was Shs 500 million. 
8) For his leisure, ITN signed Brian into a members-only club and paid his subscription in the month of June of Shs 2 million.
9)  Being a managing director, Brian is a non-voting member of the board of ITN for which he earns a sitting allowance of Shs 1 million for every board meeting. In the month of June 2022, there were 2 board meetings that he attended. 
10) ITN sent Brian and his family on vacation in the last week of June 2022 and paid Shs 15 million for the holiday directly to the hotel where they had gone for the vacation.
11)  Additional Information: The exchange rate for the month of June 2022 was ₤ 1 = Shs 5,000.
Required: Compute Brian’s Chargeable Income and Employment Income Tax Payable for the year 30th June 2022. 					          			 (20 marks)

Question 4
Mr. Ronald Omunyidde was the chief music instructor at Uganda Musical Entertainers Ltd (UME), an entertainment group, where he held the position on full-time basis since 1 December, 2024. He previously worked for Percussion Uganda Ltd (PU) as a musician. Mr. Omunyidde’s previous employer (PU) paid him UGX 70 million (net of a PAYE withholding at 30%) on 30 March, 2025 being his package for being part of the group on its entertainment shows it had previously held in United Kingdom and America in October 2024.  
Mr. Omunyidde’s terms of employment with UME were as follows:
i. A monthly salary UGX 12,450,000. His PAYE UGX 3,000,000 per month was paid to URA with effect from the month of his appointment.
ii. A Range Rover Sports car provided by the company for full time use which was purchased on 30 November, 2024 at UGX 160 million.
iii. He received 3 pairs of company branded shirts from UME valued at UGX 150,000 per pair.
iv. The company incurred medical bills of UGX 4,250,000 in February, 2025 for the treatment of Omunyidde’s wife.
v. Accommodation in the company house in Ntinda, a surburb of Kampala city. The monthly market rental price of such houses in the area is UGX 1,200,000.
vi. The company provides him with the following monthly benefits: 
· Security guard UGX 300,000 
· Driver UGX 500,000 
· House girl UGX 100,000
· Life insurance premium UGX 300,000
vii. UME pays for his UGX 600,000 for gym and swimming per month to Ntinda Club.
viii. On 1st June 2025 UME provided him with a soft loan of UGX 20,000,000 at an interest rate of 10% and the CBR for the preceding month was 8.5%. Because of his outstanding contribution to the group, the board of directors decided that he should not pay the interest accruing to the loan.
ix. The group has a Music academy and every youth that enrolls into the academy pays UGX 800,000 per month for the training. Among the trainees, is Mr. Omunyidde’s daughter who joined the academy at the same time as her father joined the group and was exempted from paying for training.
Required:
a) With clear reason(s), identify Omunyidde’s residence status.                             (2 marks)
b) Explain the basis of rendering Omunyidde’s income as having been earned locally? 
(2 Marks)
c) With reference to the above benefits/receipts from Omunyidde’s employers, identify his non-taxable benefits, explaining the basis of excluding them from his chargeable income for the period. 							(3 Marks) 
d) Advise Mr. Omunyidde on his tax payable for the year ended on 30 June 2025. (16 marks)
(Total 25 marks)
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