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Rwanda’s Tax Reforms ad Their
Implications for NGOs

Introduction

Rwanda’s tax landscape has significantly evolved in 2025, following a comprehensive
reform agenda aimed at enhancing domestic revenue mobilization, increasing transparency,
and aligning the tax framework with the country’s development ambitions. While much
attention has been placed on how these reforms impact businesses, nongovernmental
organizations (NGOs), despite their non-profit orientation, are also directly affected by
several of these changes.

Key highlights relevant to NGOs include

« Corporate Income Tax (CIT) rate adjustment from 30% to 28% in 2023 (note:
actually a decrease, but verify in final laws and remained this in 2025 reform) with
stricter compliance deadlines.

« Introduction of Value Added Tax (VAT) changes, including adjustments to registration
thresholds, zero-rating, and exemptions.

« Enhanced rules on withholding taxes on certain payments.

« New provisions for the Digital Services Tax applicable to some NGO activities.

« Revised Social Security Contribution rates affecting NGO employees.

« Introduction of new levies, such as the environmental levy on plastic imports,
increased fuel and road maintenance levies, and a tourism tax on accommaodation

services.
« Strengthened reporting, audit, and documentation requirements to curb tax evasion.
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NGOs must now re-evaluate their operational and financial strategies to remain compliant
while continuing to serve their missions effectively.

We unpack the key tax changes that affect NGOs, explain how they apply, and offer
actionable recommendations to help NGO leaders navigate this new environment with clarity
and confidence.

Corporate Income Tax (CIT) is a tax imposed on profits earned by companies and other legal
entities. In Rwanda, while NGOs are generally not-for-profit institutions, they are subject to
CIT if they engage in any income-generating or commercial activity such as renting out
facilities, selling goods, or offering paid consultancy services
What Changed?

. The CIT rate was reduced from 30% to 28% under the 2023 tax reforms,

But this remains unchanged in 2025 Reforms, However, enforcement and scrutiny
have increased for all organizations, including NGOs.

* NGOs earning revenue from business-like activities must segregate such income, file
annual returns, and pay CIT on net profits from those activities.

+ The Rwanda Revenue Authority (RRA) is now more active in monitoring income-
generating activities by NGOs, especially where commercial income is mixed with donor
funds.

How This Affects NGOs:

1. Compliance Complexity

NGOs must carefully separate charitable donations and project funds from commercial
revenue, requiring solid accounting systems.

2. Cash Flow Pressure

Any profits from commercial activities are taxed at 28%, reducing the amount available to
fund mission-related work.

3. Annual Tax Filing Obligations

Even NGOs that are mostly donor-funded must file CIT returns if they’ve generated taxable
income.

4. Risk of Penalties

Failure to declare commercial income or improper fund classification may result in penalties,
audits, and reputational risk.

Effects of the Reform

While lowering the tax rate is business-friendly, the reform tightens the net around NGOs
engaged in commercial activity, calling for more professionalism in financial management.
NGOs must now apply the same level of tax discipline as for-profit businesses when it comes
to managing and reporting income from non-charitable activities.
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2. INCOME TAX

Recent reforms in Rwanda’s tax and social security systems have brought important
changes to PAYE tax bands and RSSB contributions, Income from gaming activities, capital
gain tax and the new introduction of tax on digital services. These adjustments have direct
implications for NGOs, particularly in managing payroll and employee welfare.

PAY AS YOU EARN (PAYE)

PAYE (Pay as You Earn) is the mechanism
through which Rwanda taxes individual
employee income progressively, ranging from
0% up to 30% based on income brackets.
This tax applies not only to the basic salary
but also to fringe benefits, which are non-cash
payments given to employees. These benefits
include things like staff housing, transport
allowances, school fees for employees’
children, and other in-kind benefits.
Previously, some fringe benefits were not
consistently declared or taxed, sometimes due
to lack of clarity or enforcement. NGOs, like
other employers, were sometimes lax in
declaring these benefits fully, leading to lower
reported taxable income for employees.

What Changed in 2025?
The 2025 tax reforms have tightened enforcement around fringe benefits taxation in Rwanda.
The Rwanda Revenue Authority (RRA) now requires that:
- All fringe benefits provided to employees must be included in their taxable income for
PAYE calculation purposes.
+ NGOs must accurately report these benefits monthly as part of their payroll tax returns.
. Informal or unreported benefits are no longer tolerated, and failure to comply can lead to
penalties.
- NGOs must have transparent payroll systems that capture and document all
+ employee compensation components.
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How This Affects NGOs:

1. Higher Payroll Tax Burden:

NGOs must now include all fringe benefits in PAYE calculations, increasing the total tax
withheld and remitted to RRA.

2. Lower Employee Net Pay:

Employees receive less take-home pay due to taxation of non-cash benefits, which may
affect morale and retention.

3. Greater Compliance Risk:

NGOs face penalties and audits if fringe benefits are not transparently declared and properly
documented.

4. Need for Stronger Payroll Systems:

Accurate monthly reporting requires professional payroll systems and trained staff to
manage expanded tax obligations.

RSSB Pension Contributions

In Rwanda, all employers, including NGOs, are legally

required to register their employees with the Rwanda Social

Security Board (RSSB) and make regular pension

contributions. This obligation applies regardless of whether

the NGO is international or local, and regardless of whether

its funding is from grants, donations, or development O O Os

partners.
NGOs are seen as formal employers under the law and thus N\
must: /
« Deduct pension contributions from employee salaries
(employee share), /

« Add their own contribution (employer share), and

« Declare and remit both portions monthly to RSSB.

- )

Failure to comply may lead to penalties, audits, reputational
risks, and loss of registration or funding from accountability-
sensitive donors.

Therefore, pension obligations are a statutory compliance
requirement and a core part of NGO human resource cost
structures.

The 2025 reform of Rwanda’s national pension scheme
introduces several critical adjustments with direct
implications for NGOs:
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Increased Employment Costs
« The total pension contribution rate doubled from 6% to 12%, with NGOs now paying 6%
instead of 3% per employee.
« For NGOs with many staff, especially in education, healthcare, or rural development
programs, this significantly raises monthly payroll costs.
« If donor budgets are fixed, NGOs may struggle to absorb these costs, leading to funding
gaps or reallocation of program resources.
Wider Payroll Deductions
« The pension base now includes gross salary plus transport allowance, rather than just basic
salary.
« This increases both the employer’s and employee’s contribution amounts, especially where
NGOs provide generous transport or field allowances.
« NGOs must revise contracts, salary structures, and payroll systems accordingly to remain
compliant.
Donor Reporting and Budget Adjustments
+ NGOs may need to engage donors to revise grant budgets, especially for multi-year
programs with staff costs as major components.
« Increases in staff-related costs may require budget reforecasting, donor approvals, or use of
contingency reserves.
Risk of Non-Compliance
« Non-adaptation to these changes may result in penalties, interest charges, or audits by
RSSB or the Rwanda Revenue Authority.
« Failure to comply could also threaten NGO credibility and donor trust, particularly for
organizations working with international funding agencies.
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CAPITAL GAIN, DIGITAL SERVICES, AND GAMING ACTIVITIES

Capital Gains Tax Increase (5% —. 10%)
NGOs that own and sell assets such as
land, buildings, or shares are now more
affected by this change. If an NGO
realizes a profit from such sales, it is liable
to pay capital gains tax at the new rate of
10%, up from the previous 5%.

Impact:

The increase from 5% to 10% means
higher tax costs on such asset disposals
unless the NGO is specifically exempt
under a special provision (e.g.,
humanitarian asset reinvestment
programs). This can reduce funds
available for operations

Digital Service Tax — new rate (1.5%)
As part of Rwanda’s 2025 tax reforms, the
government has introduced a 1.5% Digital
Service Tax on income earned by
nonresident digital service providers with
substantial activity in Rwanda. This
applies to platforms offering services like
cloud storage, online software,
advertising, e-learning, and streaming.

Relevance and Impact on NGOs:

- NGOs that subscribe to foreign-based
digital services (e.g., Zoom, Microsoft,
Google Workspace, or donor tracking
tools) may face higher service costs, as
providers could pass the DST onto
customers.

- International NGOs or those delivering

services via digital platforms should plan
for potential cost increases in IT budgets.
-Local NGOs developing Rwanda-based
platforms might gain a competitive edge,
as the tax targets non-resident providers.

Gaming Income Tax Reform (40%)
Gaming companies are no longer subject
to regular corporate income tax but must
now pay 40% on net revenue and 25%
withholding on net winnings. Some NGOs
may partner with gaming initiatives for
fundraising (e.g., lotteries for charity) or
engage with youth in areas affected by
gambling.

Impact on NGOs:

+ NGOs that partner with gaming
companies for fundraising or Corporate
Social Responsibility (CSR) might face
reduced support due to higher taxes on
these companies.

+ NGOs conducting charitable raffles or
competitions must understand and
apply 25% withholding tax on prizes
distributed, ensuring full compliance.
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3. VALUE ADDED TAX(VAT)

The 2025 VAT reform in Rwanda introduced stricter rules and removed many previous
exemptions, directly impacting NGOs.
Before 2025 Rwanda’s VAT Law reform:
NGOs are not automatically exempt from VAT.
They are liable to pay VAT on goods and services they purchase unless those
goods/services are specifically exempted by law.
NGOs that provide taxable services (such as training, consultancy, publications, or sale of
goods) and have a turnover exceeding RWF 20 million per year or 5 million per quarter must
register for VAT and charge VAT to their clients.

« NGOs do not recover input VAT unless registered and dealing in taxable activities.
During the 2025 VAT reforms, items such as mobile phones, ICT equipment, hybrid vehicles,
road transport, and fee-based financial services were removed from exemptions and are now
taxable.
Some goods, including energy supply equipment, industrial machinery, and electric vehicles,
remain exempt but only until 2026 or 2028.
Essential services like medical care, education, agricultural inputs, public transport, and
approved humanitarian goods continue to be exempt. NGOs must carefully manage these
changes to stay compliant and plan their budgets effectively.
IMPACT TO NGOS:
Higher Operating Costs for Digital Programs & Outreach: NGOs working in ICT-related
education, training, or connectivity programs will face higher costs due to VAT on mobile
phones, routers, and SIM cards. Affects NGOs running digital inclusion or mobile health
projects.
Transport-Heavy Projects Get More Expensive: NGOs involved in agriculture, nutrition, or
logistics-based interventions now face VAT on truck transport services, reducing efficiency and
requiring larger budgets.
Financial Services Become More Expensive: NGOs relying on frequent banking transactions
(e.g., ATM, mobile payments, transfers) will now incur VAT on some services, increasing
administrative and operational costs.
Limited Time to Benefit from Equipment Exemptions: NGOs implementing renewable
energy projects or mechanized farming initiatives must plan procurement before June
2026/2028 to avoid future VAT charges.
Delayed purchases after exemption expiry will increase project costs and lower impact unless
additional funds are secured.
Compliance Pressure on NGOs Offering Paid Services: NGOs offering paid training,
publishing, or consulting must evaluate their VAT registration status if income exceeds RWF
20M per year or 5M per quarter. If registered, they must charge VAT, file monthly returns,
maintain VAT-compliant invoices, and failure leads to penalties and audit risks.
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4.New Levies Introduced (2025 Rwanda Tax Reform)

The new Rwandan tax reforms introduce several levies targeting environmental sustainability,
infrastructure, and tourism. These measures are designed to encourage responsible business
practices, strengthen the country’s infrastructure, and increase domestic revenue, supporting
Rwanda’s long-term development goals under Vision 2050.

Environmental Levy:

The environment levy is a new tax introduced
under the 2025 reforms, imposed at 0.2% of the
customs value of imported goods packaged in
non-compostable plastic.
Any NGO that imports supplies such as health
Kits, educational materials, hygiene products, or
other relief items wrapped in plastic is now
liable for this tax.
Impact on NGOs:
« Increases procurement costs for imported
aid supplies.
- Affects budgeting for humanitarian projects.
» Requires NGOs to shift toward sustainable
packaging or face rising compliance costs.

Strategic Fuel and Road Maintenance
Levies:

The strategic petroleum levy on petrol and diesel
has increased from RWF 32.73 to RWF 50 per
liter, and a new 15% road maintenance levy is
now charged on the CIF value of imported fuel.
NGOs that operate vehicles or transport
equipment for fieldwork, outreach, or logistics are
liable for these fuel-based levies.
Impact on NGOs:
s Significantly higher transportation and fuel
expenses.
« Affects NGOs with rural operations, mobile
clinics, or supply deliveries.
« Demands revised logistics planning and
budgeting.
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Fixed Annual Road Levy: Mandatory for
NGO-Owned Vehicles

A new fixed road tax is now charged annually,
based on vehicle type:

Carsljeeps: RWF 50,000
Pickups/minibuses: RWF 100,000
Trucks/semi-trailers: RWF 120,000

Full Trailers: RWF 150,000

NGOs that own and operate vehicles are now
liable to declare and pay this levy annually by 31
December.

Impact on NGOs:

Direct increase in fleet management costs.
Adds an annual compliance task for NGO
finance/admin teams.

Non-payment may lead to fines or registration
ISsues.
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Tourism Tax: New 3% Levy on
Accommodation Services

The tourism tax is a newly introduced 3% levy on
the value of accommodation services, excluding
VAT, effective 1 July 2025.

NGOs that conduct trainings, workshops,
conferences, or retreats and book hotels or guest
houses are liable for this tax.

Impact on NGOs:

Raises costs of program delivery and capacity-
building events.

Requires updating budgeting for hotel-related
expenses.

May affect donor fund allocation for training
programs.
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Risks of Non-Compliance with Rwanda’s 2025 Tax Reforms for
NGOs

Hefty Penalties and Fines

NGOs failing to register, file, or remit taxes like VAT, CIT, tourism tax, or environmental levies
on time may face penalties ranging from 20% to 50% of unpaid taxes, plus daily interest.
Loss of Tax Exemptions or Incentives

Failure to comply can result in revocation of special exemptions or NGO status granted by
RRA or other regulatory bodies.

Legal Sanctions and Prosecution

Non-compliance, especially with withholding taxes, VAT collection, or new levies, may be
treated as tax evasion, leading to criminal prosecution and imprisonment for responsible
officers.

Disqualification from Donor and Government Funding

Donors increasingly require proof of tax compliance. Non-compliance may lead to funding
withdrawal, delays, or disqualification from future public-private partnerships.

Operational Disruptions Due to Asset Seizure or Account Freezing

The RRA may seize NGO assets or freeze bank accounts to recover unpaid taxes, disrupting
programs, salaries, or project execution.

Loss of Credibility and Public Trust

NGOs seen as avoiding taxes may suffer reputation damage, especially if they advocate
transparency and accountability.

Ineligibility for Tax Clearance Certificate (TCC)

Without a valid TCC, NGOs may be barred from tendering for grants, partnerships, or Double
Taxation or tax audit risks.

Poor understanding of new taxes like the digital services tax, tourism levy, or environment
levy can expose NGOs to double taxation or extensive RRA audits.

Unexpected Tax Liabilities Due to New Rules

NGOs involved in accommodation, training, consultancy, or gaming projects could
unknowingly fall under new VAT, CIT, or excise obligations, resulting in retroactive tax
assessments.

Reduced Program Impact Due to Budget Diversion

Funds meant for community services may have to be diverted to pay overdue taxes,
penalties, or legal fees, directly impacting NGO missions and beneficiary outcomes.
major procurement opportunities with government and international agencies.
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To navigate the 2025 tax reforms effectively, NGOs in Rwanda should take proactive steps to
ensure full tax compliance:

1.Conduct a Comprehensive Tax Review

NGOs should assess all their income-generating and operational activities to identify tax
obligations under the new reforms — including VAT, corporate income tax (now 28%), digital
services tax, and the newly introduced levies like the tourism tax and environmental levy.
2.Register and Update Tax Profiles

Ensure timely registration for any new taxes that may now apply, such as VAT for
accommodation services or digital services tax for online activities. Update registration details
with the RRA where necessary.

3.Enhance Internal Financial Systems

NGOs should improve their accounting and tax reporting systems to capture VAT, tourism tax,
and levies accurately. This ensures proper invoicing, filing, and payment within legal deadlines.
4. Train Finance and Program Staff

Provide ongoing training to finance teams, project managers, and leadership on the implications
of the tax reforms especially where taxes now apply to activities like retreats, training sessions,
and hospitality services.

5.Seek Professional Tax Advisory Services

NGOs should engage tax consultants or firms like Ronalds Africa — Rwanda Office for guidance
on interpretation, compliance planning, and support during tax audits.

6.Update Contracts and Budgets

Incorporate tax obligations into donor budgets and vendor contracts especially for events, digital
tools, fuel use, or procurement. Ensure donors are aware of tax impacts on project costs.
7.Maintain Good Recordkeeping and Timely Filing

Keep complete and accurate records of taxable activities. File returns on time for VAT, CIT,
levies, and all applicable taxes to avoid penalties or disallowances.

8. Monitor Future Policy Updates

Tax laws evolve, NGOs must regularly monitor RRA updates and participate in policy dialogues
through sector platforms to stay informed and advocate where needed.
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Don’t Let Tax Compliance Put Your Mission at Risk

Rwanda’s 2025 tax reforms are reshaping how NGOs operate. From VAT and pension
contributions to new levies on accommodation, fuel, and imports, the compliance burden is real
and the risks of getting it wrong are costly. Your programs, donor relationships, and impact
depend on staying ahead.

Ronalds Africa — Rwanda Office is ready to help you:

-

-

-

-

-

Review your NGO'’s tax exposure under the 2025 reforms.

Register and comply with VAT, tourism tax, environmental and road levies.

Update payroll for RSSB, PAYE, and fringe benefits.

Align donor budgets with new tax costs.

Prepare for (or respond to) RRA audits with confidence.

Develop customized tax compliance strategies tailored to your NGO'’s specific activities.
Train your finance and administrative staff on new tax laws and reporting requirements.
Assist with accurate tax return preparation and timely submissions to avoid penalties.
Support in handling tax disputes or negotiations with the Rwanda Revenue Authority.

We are more than just tax consultants; we are your strategic financial partners in a transforming
tax environment.

Let’s protect your funding, reputation, and impact together.
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