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1.O INTRODUCTION

The Value Added Tax (Amendment) Bill, 2026 was read for the first time on

Wednesday l"t April 2026 by the State Minister for Finance, Planning and

Economic Development (General Duties). The Minister also laid a certificate of

financial implications indicating that the expected revenue gain is UGX 353

billion annually.

The Committee scrutinised the Bill in accordance with Rule 135 (2), (3) and (a)

of the Rules of Procedure and now begs to report.

2.O OBJECT OF THE BILL

The object of the Bill is to amend the Value Added Tax Act, Cap. 344 to:

i. exempt the application of VAT withholding to a designated person who

pays for taxable supplies and is issued with an e-invoice or e-receipt;

ii. increase the VAT registration threshold from one hundred f,rfty million

shillings to two hundred fifty million shillings;

iii. amend Schedule 2 to provide for the Arab Bank for Economic

Development in Africa (BADEA) as a Public International Organisation;

iv. amend Schedule 3 to exempt the supply of goods or services to

contractors and sub-contractors of nuclear ener5r projects.

3.O METHODOLOGY

While considering the Value Added Tax (Amendment) BIIL,2026, the Committee
utilised the following methods:

3.1 Meetings

The Committee held meetings and received written memoranda from the
following entities:

i. Ministry of Finance, Planning and Economic Development
(MoFPED);

ii. Uganda Revenue Authority (URA);

iii. Private Sector Foundation Uganda;
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iv. PricewaterhouseCoopers;

v. Uganda Bankers' Association;

vi. Tax Justice Alliance Uganda;

vii. Uganda National Traders Alliance;

viii. Uganda Manufacturers Association;

ix. Uganda Hotel Owners' Association;

x. Institute of Certified Public Accountants of Uganda;

xi. Kampala City Traders Association;

xii.Civil Society Budget Advocacy Group;

xiii. Uganda Insurers Association;

xiv. Uganda Alcohol Policy Alliance;

xv. Uganda Advertising Association, National Association of
Broadcasters & Uganda Media Owners Association;

xvi. Federation of Small & Medium-sized Enterprises; and

xvii. MTN Uganda Limited.

3.2 Document review

The Committee reviewed and made reference to the following documents

i. The Value Added Tax (Amendment) Bill,2026 - Explanatory

Notes from MoFPED; and

ii. The Value Added Tax Act, Cap. 344.
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4.O COMMITTEE OBSERVATIONS AND RECOMMENDATIONS

4.1 Disapplication of VAT where a designated person is issued an e-
invoice or e-receipt

Clause 2 of the Value Added Tax (Amendment) Bill, 2026 seeks to insert a

new sub-section after Section 5 (6) to disapply this section from a
designated person where the designated person pays for taxable supplies

and is issued with an e-invoice or e-receipt in accordance with Section 92 of

the Tax Procedures Code Act. Section 92 of the Tax Procedures Code Act

provides for electronic receipting and electronic invoicing.

The Ministry indicated that currently, certain taxpayers (typically large

businesses) are appointed as withholding agents. Whenever they pay for

goods or services, they must withhold 60/o o:ut of the 18% VAT and send it
directly to URA. This applies even where the supplier has issued a valid

electronic invoice. As a result, the supplier only receives l2o/o YAT instead of

the full l8oh, which creates cash flow challenges. In such cases, the supplier

will receive the full VAT amount because URA can already track the

transaction electronically.

The Committee obserued that;

i. the amendment promotes the use of Electronic Fiscal Receipting and
Inuoice System (EFRIS); and

ii. utith th.e proposed amendmertt, a supplier will now haue the full 18%
VAT, thereby addressing tlrc preuailing cashllow challenges.

The Committee recomtrtends that Clause 2 of the Btll be adopted.
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4.2 Increase in annual VAT Registration threshold

Clause 3 of the Bill seeks to amend Section 7 (21 of the principal Act which

provides that the annual VAT registration threshold is one hundred fifty

million shillings. The proposed amendment seeks to increase the threshold

to two hundred fifty million shillings.

The Ministry informed the Committee that the current threshold has not

changed since 2015, despite escalation of prices and growth of business

activity. As a result, many small businesses are required to register for VAT,

file monthly returns, and often hire accountants, which is costly and time

consuming. In practice, most businesses earning between UGX 150 million

and UGX 250 million contribute only about 3% of the total VAT collected.

Many of these businesses report no VAT payable or claim refunds, which

requires URA to carry out time consuming audits.

Tlrc Committee obserued that:

i. the increase in the VAT threshold will shifi, foats of tax administration

to businesses earning 250 million making it easier for URA to

administer VAT;

ii. this proposal aligns with tLrc Gouernment policy of easing compliance

costs and pressures on small and medium sized (SMEs); and

iii. the amendment allows URA to foans on high yielding tax payers thus

improuing its efficiencg.

The Commlttee recontmends that Clause 3 of the Btll be adopted.

W4.3 Credit to developer of a hotel or tourism facility
Clause 4(a) proposes to amend Section 28 of the principal Act to allow a

credit for input tax for a taxable person who develops a hotel or tourism

facility and invests at least ten million United States Dollars for a foreigner

-/

and five million United States for a citizen on condition



supply occurred not more than two years prior to date of commissioning the

hotel or tourism facility.

The proposed amendment to insert section (3b) will only apply in respect of

civil works, services to conduct a feasibility study, design, construction

services or locally produced materials for construction of premises,

infrastructure, rnachinery and equipment or furnishings and fittings which

are not available on the local market. The proposed insertion of section (3c)

clarifies that developing a hotel or tourism facility applies only to that

specific hotel or tourism facility and does not apply to other developments or

businesses of the taxable person.

Clause 4(b) proposes to amend subsection (4) to provide that an input tax

credit under subsection (3a) arises on the date of commissioning the hotel

or tourism facility.

According to the Finance Ministry, developers will be able to recover more of

the VAT they pay, rfiaking it easier.and cheaper to invest in large tourism

projects and improving the quality of tourism facilities in Uganda.

Currently, a hotel developer can only claim VAT on construction costs

incurred within six months before the hotel opens.

The Ministry further indicated that large hotels often take about two years

to build therefore any VAT paid before the six-months period cannot be

claimed and becomes a cost to the developer, making projects more

expensive. For example, if a developer spends UGX 10 billion on

construction over two years and pays VAT along the way, they can only

claim VAT from the last six months. The rest is lost as a cost.

This change ensures that VAT does not become an extra cost to a VAT

registered business, which is the basic principle of VAT. It reduces the

overall cost of building hotels and makes Uganda more to
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Clause 4(c) of the Bill intends to amend Section 28 (6) to provide that a

taxable person under this section shall not qualify for input tax credit in

respect of a taxable supply for import of software.

Clause 4(d) proposes to insert a new subsection indicating that Section

28(6)(0 on software shall only apply to imported software.

In regard to softrvare, the Finance Ministry explained that the amendment

makes it clear that software, no rnatter how it is delivered, should be treated

as a service. As a result, if \rAT is charged at customs on the physical device

carrying the software, that VAT cannot be claimed as a credit. For example,

if a company importS software on a flash disk and pays VAT at the border, it
will no longer be allowed to claim that VAT as input tax. This change

provides clarity, ensures that software is taxed correctly as a service, and

prevents businesses from claiming VAT credits that were not intended

under the law.

Tlrc Committee obserues that:

t. the amendment aligns-with the Gouernment ten-fold growth

strategy to promote agro-irtdustialiscttion, touism, mineral

deuelopment and inuestment in science and technology(ATMS);

the requirements under the proposed amendment for the

deueloper to use locally produced rana mateials promotes local

content; and

ideallg, both sofiware and. the deuice.s on which the sofiware is

installed are expected to be charged VAT. Howeuer, iru practice,

/ax pager.s d.eclare a deuice and not the sofiware hence paging

VAT for only the deuice. Consequentlg, there is a loss of VAT

chargealtle on the sofiware. TLrc amendment seeks to address

this gap.
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The Cotnrnlttee recommends that;

t. Clause 4(a) of the Bill be adopted uith an dmendment to reduce

the threshold for a cltlzen from US$s nlllion to US$ 7.5 million,

ii. Clause 4(b), (c) and (Q of the Blll be adopted.

4.4 Due Date for payment of tax

Clause 5 of the Bill seeks to substitute section 32(7) of the principal Act by

including the terms and conditions for inputs for the mining sector as part

of the items to be prescribed by the Minister, by regulations. Section 32(1)

provides for when the tax payable under this Act is due and payable.

Tlrc Committee obserued that the amendment seeks to giue power to the

Minister to prescribe bg regulations, tahen tax shall be due and pagable for
inputs for ttrc mining sector.

The Cotnmlttee recorrurtends that Clause 5 be adopted.

4.5 Interest on overpayments and late refunds

Clause 6 of the Bill intends to amend the threshold to allow a tax payer earn

interest on a delayed VAT refund. Section 36(3) of the principal Act provides

that where the Commissioner General, after conducting an investigation of

any amount shown as an excess in terms of section 34(1), finds that the

excess amount of input tax credit is greater than the true amount due in

excess of not less than fifty thousand shillings, ho interest shall be

payable under subsection (21 where there has been a delay in making the

refund. Section 34 provides for refund of overpaid tax.

Section 34 (1) provides that if, for any tax period, the input tax credit of a

taxable person exceeds the tax liability of that taxable person for that

period, the Commissioner General shall refund him or her the excess within

one month of the due date for the return for the tax period to which

\

v
t



excess relates, or within one month of the date when the return was made if
the return was not made by the due date.

The Finance Ministry explained that this provision has not changed since

1996. The fixed amount is now proposed to be replaced by a percentage.

The amendment proposes to change when a taxpayer can earn interest on a

delayed VAT refund. It increases the threshold of the acceptable variance

between the claimed amount and the final verified payable amount from a

fixed UGX 5O,O0O to 5o/o of the refund amount. Currently, if a taxpayer

applies for a VAT refund and URA approves a slightly lower amount, the

taxpayer may lose the right to interest if the difference between what they

claimed and what is approved is more than UGX 50,000. Under the current

law, the taxpayer '*,ould not receive interest, even if the refund delays and

the delay was not their fault.

The Committee obserued that the amendment intends to ensure that there is

fair application of the interest on ouerpagments and late refunds by URA.

The Commlttee recommends that Clause 6 of the Bill be adopted.

4.6 Refund of tax for use of electronic receipt or invoice

Clause 7 of the Bill proposes that where a person other than a taxable

person purchases goods or services from a taxable person and is issued

with an electronic receipt or invoice or several electronic receipts or invoices

worth two million shillings within a period of thirty consecutive days, the

person shall be entitled to a refund of five percent of the tax. The threshold

is proposed for reduction from live million shillings in the current law to two

million shillings
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The Ministry indicated that currently, a person who is not registered for VAT

can only qualify for a refund if they spend at least UGX 5 million on taxable

goods or services within 30 days and receive EFRIS invoices. They can then

claim back 5o/o of the VAT paid. This rule is meant to encourage customers

to ask for electronic receipts so that URA can track transactions. However,

the UGX 5 million threshold is too high for many people, so only a few

benefit from this incentive. The proposed change lowers the threshold to

UGX 2 million, making it easier for more people to qualify. This change will

encourage more people to demand e-receipts, improve tax compliance, and

increase transparency in the system.

The Committee obserues that this amendment intends to encourage the use of

EFR/S and thus ease the collection of taxes bg URA.

The Commlttee recommends that Clause 7 of the Bill be adopted.

4.7 Exemption of United Nations related agencies and specialised

agencies from tax

Clause 8 of the Bill seeks to amend Schedule 2 to the VAT Act to exempt
Arab Bank for Economic Development in Africa (BADEA) from payment of
VAT and seeks to rename the "Medical Research Council" as the "Medical
Research Council or Uganda Virus Research Institute and London School of
Hygiene and Tropical Medicine (MRC/UVRI and LSHTM) Uganda Research
Unit."

The Committee obserued that this will comply tuith Gouernment of Uganda's

agreements utith BADEA. Th.e nomenclature for ttrc Medical Research Council

is also widened under this prouision.

The Committee recommends that
Schedule 2 be adopted.

the proposed amend.ment to
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4.8 Exemption of tax for items under Schedule 3

The proposed amendment intends to include nuclear ener5/ as one of the
exempt supplies under this Act.

The Committee obserued that the amendment uill promote Gouernment policy
on the deuelopment of nuclear energA.

The Commlttee recommends that the proposed amendment be
adopted.

5.O CONCLUSION

The Committee recommends that the Value Added Tax (Amendment) Bill,2026
be passed subject to the proposed amendments.
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PROPOSED AMENDMENTS TO THE VALUE ADDED TAX (AMENDMENTI
BILL, 20/26

CLAUSE 4. AMENDMENT OF SECTION 28 OF PRINCIPAL ACT

Clause 4 is amended in paragraph (a) by substituting for the words "live million
United States Dollars" the words, "one million five hundred thousand United
States Dollars".

Justification

To reduce the threshoid for a citizen from five million United States Dollars to
one million five hundred thousand United States Dollars.
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I. INTRODUCTION

Rt.Hon. Speoker ond Honouroble Colleogues, the Volue Added Tox
(Amendment) Bill, 2026, wos presented to Porlioment on 27lh Morch 2026. This Bill

mokes nine chonges to the Volue Added Tox Act, Cop. 344.

Right Honouroble Speoker, we ore not opposed to the Bill in full. Some of its
proposols ore reosonoble while others ore not. We exploin eoch of these
concerns below;

II. AREAS OF DISSENT

1. Clouse 3: Roising the VAT registrotion threshold from UGX 150 million to UGX
250 million (Amendment of Section 7).
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Clouse 3: Roising the Threshold from lhe proposed UGX 250 Million lo Ugx. 500m
(Section 7)

From Jvly 2026, ony business eorning below UGX 250 million o yeor will not need to
register for VAT.t The current cut-off is UGX 

.l50 
million. We object this ond propose

the VAT threshold to be Ugx. 500M for the following reosons;

Rl. Hon. Speoker, increosing the VAT Registrotion threshold from Ugx. 150 m to Ugx.
500 m is o significont fiscol policy thot bolonces revenue collection with privote
sector growth. Below ore the economic reosons why we propose to increose the
threshold to Ugx.500M.

i). Reducing Administrotive ond Complionce Cosls.
Hon. Speoker, VAT is on expensive tox to monoge. Both URA ond the toxpoyer ore
equolly offected in the monogement of this tox. First of oll, URA monoges
thousonds of smoll toxpoyers who contribute negligible VAT revenue collections.
By roising the threshold to Ugx. 500m, URA will shift its oudit ond enforcement focus
toword high-yield lorge ond Medium Toxpoyers thus improving the overoll cost-to-
revenue rotio. This will improve efficiency of VAT odministrotion. You con imogine,
os of June 2024, Ugondo hod 35,417 VAT registered toxpoyers, yet over 90% ore
smoll businesses contributing only obout 3% of the totol VAT revenue, with mony
filing NIL returns. This mokes URA spreod its odministrotive effort ocross very mony
low-yield toxpoyers. There is no point exponding VAT registered businesses without
significont revenue increoses while roising complionce costs for the smoll
businesses ond odministrotive costs for government.

On the other hond, for smoll Businesses, complying with VAT requires speciolized
occounting, the use of EFRIS (Electronic Fiscol Receipting ond lnvoicing System),
ond regulor filing. For o smoll business moking just UGX.200M o yeor, these
odministrotive costs con eot into the little profit morgins, often exceeding the
octuol tox liobility.

ii). The lhreshold of Ugx. l50m per onnum wos very low ond we slrongly believe
thol even lhe proposed increose lo 250m is still low. lf you toke for inslonce lhe
currenl lhreshold of Ugx. l50M per onnum, il lronsloles inlo opproximolely Ugx.
410,000 in doily soles. Hon. Speoker ond Colleogues, Mony of Ugondo's micro-
enterprises hit this torget eosily. Similorly, o proposol of UGX 250m per onnum
threshold, is still smoll, becouse it simply tronslotes into opproximotely UGx 700,000
in doily soles.

rvolue Added Tox Act, Cop. 344, Section 7,2) - registrolion threshold currently set ot one
hundred fifty million shillings per onnum.
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We believe lhol, this is slill smoll, our proposol of UGX. 500m threshold per onnum
which lronsloles inlo opproximolely UGX. 1,400,000 in doily soles is reosonoble in
lhe currenl circ umstonce.

Our proposol of Ugx. 500m ollows o much lorger spoce for smoll businesses to
reinvest profits ond expond their operotions without the immediote feor of
entering o complex tox brocket thot requires on 1B% price hike on their goods.
Besides, it will help reduce the complionce burden for smoll businesses os smoll
VAT -Registered toxpoyers ore the mojor couse of refunds, offsets, ond revenue
leokoges for VAT.

iii). lmproving Cosh Flow for Smoll Business Enterprises. VAT is generolly o tox on
cosh flow. Smoll businesses often hove to remit VAT to the government before
they hove octuolly collected poyment from their customers (credit soles). By

exempting businesses between 150m to 500m, these enterprises retoin more
working copitol. ln o developing economy like Ugondo's, where occess to
offordoble credit is limited, this " interest -free " liquidity is vitol for doy-to-doy
operotions ond survivol.

Clouse 4, section 28 of the principol ocl. Under lhis clouse;

We object the proposed chonges in section 28 of the pdncipol oct. We wont to
lower the investment threshold ond extend the input tox credit window.
Specificolly, we wonl lo lower entry borriers for locol inveslors. The currenl
threshold of $ l0 m (foreigners ond S Sm (citizens) ore prohibitive for mony
domeslic investors. Reducing lhe requiremenl to & 500.000 (rurol) ond $ 1,500,000
(urbon) promoles lhe lourism seclor.
Rt. Hon. Speoker, high threshold fovor lorge multinotionol choins thot often
repotriote profits. Lower threshold empowers locol entrepreneurs to build focilities
thot reflect indigenous culture ond retoin weolth within the country.
For instonce, o locol investor wonting to build o 2O-room eco-lodge in Sipi Folls or
Mt. Elgon oreo might struggle to hit o $ 5 million mork. However, of $ 500,000, they
con offord high-quolity construction ond modern omenities, quolifying for VAT
relief on building moteriols ond professionol services, which significontly lowers
their initiol sunk costs.
We olso wonl lo bridge the gop between rurol ond urbon developmenl. Rt.Hon.
Speoker, most high-end tourism focilities ore clustered in urbon centers or well -
estoblished porks, leoving oreos like Mt.Elgon underserved . By moking the rurol
threshold three times lower thon the urbon one ($500 Ys. %l .5M), the government
creotes o powerful ottroction. This compensotes for the higher logisticol costs
(tronsporting moteriols to remote oreos) ond the lock of existing infrostructure.
Exlending the lnpul Tox Credit Window (2 to l0 yeors) is mosl oppropriole
becouse A hotel is o heovy-ossel business. Between lond ocquisition,
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environmentol impoct ossessment, orchitecturol designs, ond the octuol
construction of speciolized focilities, two yeors is rorely enough.
lf on investor buys steel ond cement in Yeor I but doesn't open the doors until
yeor 4, under the old low, they would lose the obility to offset the VAT poid on
those initiol moteriols.
Similorly, o resort project in o rurol setting might their foce deloys due to seosonol
roins or the slow instollotion of utility like power of woter. A lO-YEAR Window
ensures thot the investor con recover their VAT once they stort generoting toxoble
soles, regordless of construction deloys.

Minority Members of the Committee

Nome Consliluency Signolure
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