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REPORT OF THE COMMITTEE ON FINANCE, PLANNING AND ECONOMIC

DEVELOPMENT ON THE RECONSIDERATION OF THE TAX PROCEDURES

coDE (AMENDMENTI BrLL, 2OLA

1.O Introduction

The Tax Procedures Code (Amendment) Bill, 2016 was returned by His

Excellency the President of the Republic of Uganda on 22nd June 2018 in

accordance with Article 91 of the Constitution of the Republic of Uganda. The

Bill was tabled in the House on 276 September,2OlS.

H.E the President recommitted to Parliament for reconsideration of clause 3 of

the Tax Procedures Code (Amendment) Bill, 2Ol8 on self-assessment by tax

payers

The then proposed clause is herein reproduced:

(6) Where a tax payer fiIes returns with the Authority and an assessment

is not done by the Authority within a year, interest on the monies due

from the period of assessment shall accrue from the date on which the

assessment was raised"

The returned Bill was referred to the Committee on Finance, Planning and

Economic Development in accordance with Rule 118 of the Rules of Procedure

for reconsideration
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2.O Reasons for the return of the Bill by H.E the President

The President returned the Tax Procedures Code (Amendment) Bill,2018 for

reconsideration and deletion of clause 3 by Parliament for the following

reasons

(i) Incorporating this provision in the Act will encourage non-compliance

by tax payers as regards the filing of annual returns. The current

system which compels tax payers to pay their taxes on time through

self-assessment has been effective;

(ii) The proposed amendment will further deter Uganda Revenue

Authority from charging interest on tax arrears it would have

discovered hence creating revenue leakage.

3.O Methodology

The Committee held a meeting with the Ministry of Finance, Planning and

Economic Development and Uganda Revenue Authority.

4.O Observation and recommendation

The Committee observed that:

(i) Under the current tax policy and legal framework, it is the duty of a

taxpayer to fiIe an accurate tax return based on the actual business

transactions and to self-assess one's tax liability. If this is rightly

done, there will be no additional assessments, interest and penalties

that may accrue from defaults. il



(ii) The provision that was passed implies that where a tax payer commits

fraud or wilfully omits from their self-declarations (assessments) and

URA discovers the fraud or omission, the tax payer will not be obliged

to pay any interest from the date when income was derived. Tax

payers will only pay interest once this fraud or willful omission is

discovered by Uganda Revenue Authority.

(iii) The provision potentially encourages and abets non-compliance

because taxpayers will not have incentive to comply. They will not pay

on the due date knowing that even when they pay after three of more

years, no interest will be paid on the due amount. This will encourage

tax payers to borrow government money interest free for years which

will significantly stifle revenue collection and the finding of the

budget.

(iv) Even where an audit is carried out and an assessment is issued, URA

may be availed information that requires a revision of the assessment

and imposition of additional penalty. URA should not be constrained

to impose interest from the due date when the taxpayer has paid the

tax. This clause will encourage non-compliance with regard to filling

of tax returns and declaring accurate and timely information which

ultimately affects revenue collection.

(v) The clause further limits the interest which accrues on unpaid tax, to

the date on which the assessment is raised. This presupposes that

Uganda Revenue Authority must audit and assess all tax
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within the period when tax is due in a year which in most cases is not

practically possible considering the current staffing levels of the

Authority and the continuously growing number of tax payers.

Increasing the number of staff required to audit all taxpayers in one

year will make the cost of tax administration expensive as a

percentage to the revenue generated.

(vi) Further Parliament in FY 2017 l18 amended the Tax Procedures Code

to limit the interest which is payable on the principal amount not to

exceed the principal sum. This amendment addresses the concerns

that the interest charged may exceed the principal amount without

encouraging taxpayers to be non-compliant.

5.O Recommendation

The Committee recommends that the Tax Procedures Code (Amendment) BiIl,

2Ol8 be passed into law subject to the proposed amendment.
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Proposed Amendment

Clause 3

Clause 3 should be deleted

Justification

(i) Incorporating this provision in the Act will encourage non-compliance

by tax payers in regard to the filing of annual returns. The current

system which compels tax payers to pay their taxes on time through

self-assessment has been effective; and

(ii) The proposed amendment will further deter Uganda Revenue

Authority from charging interest on tax arrears it would have

discovered hence creating revenue leakage.
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