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REPORT OF THE COMMITTEE ON FnTANCE, pLAII[IItc AND ECONOMIC
DEVELOPMENT ON THE TA:( PROCEDURE CODE (AMENDMEIITI B[LL, 20/23

1.O Introduction
The Tax Procedure Code (Amendment) Brll, 2023 was presented for the first time
on Thursday 30tn March, 2023, presented for First Reading and refered to the
Committee on Finance. Planning and Economic Development for further
scrutiny.

Rt. Hon. Speaker and Colleagues, the Committee considered the Bill through
consultations with different stakeholders, hence this report.

2.O ObJect of thc Bill
The object of this Bill rs to amend the Tax Procedures Code Act, 2Ol4 to provrde
for a penalty for the unauthorised interference or tampering with a digital tax
stamps machine; to cap the recovery of lnterest on unpaid tax; to provtde for the
repeal of section 40A; to provide for a penatty for fixing and actlvatlng a tax stamp
on a wrong product, brand or volume; and for related matters.

3.O Methodology
The Committee hcld meetings and reccived memoranda from the following; -

i) Minister of Finance, Planning and Economic Development.
ii) The Attorney General.
ii| Uganda Revenue Authority.
iv) Grant Thornton
v) Southern and Eastern Africa Trade Information and Negotiations Institution

(SEATINI-Uganda)
vi) Uganda Manufacturers Association.

4.O StakeholderetViewr, Obcenrations andRecommendations

4.1 Itlotlce to obtaln lnformatlon or evldence
MFPED submitted that a tax payer should not be allowed to provide information
at objection to a tax decision or during alternative dispute resolution procedure
proceedings where they fail despite a notice berng issues, where that rnformation
was requested for and not provided during tax audit.

Currently taxpayers are under n
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to tax auditors at the audit s

obligatron to provide all required rnformation
This causes delays in completrng tax audits,
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allects quality of audit assessments, causes delays in collection of due taxes,
tums objection and appeals procedure into an audit function as the objections
ollicer would be required to review fresh information presented during objections
hearings, and delays cases in court. Furthermore, there is a risk that the
information provided at later stages is not authentic. The measure is therefore
mitigating these risks, and will reduce both administrative and compliance costs.

The Committee observed that the principles of natural justice and fair hearing
cannot allow for denial of presentation of evidence. In order to avoid delay in
completing tax audits, URA should apply other measures including digitaliation
of its processes and legal compliance department in order to strengthen its audit
function of tax administration.

Rcconncn&tlon
Thc Connlttcc nacommcndr thet thc prolro3.l to prohtbtt thc evelllng of
cvldcncc at objectlon to r tu dccldon or durlag rltcrn tlve dleputc
rcrolutlon proccdurc procccdlngr bc reJcctcd.

4.2 Tempcrlng elth dlgltal tar.trapr rnechlnc!
MFPED informed the Committee that this proposal is justified by the fact that
there have been instances where manufacturers of gazetted products are
implicated in damaging DTS machines in an attempt to stop monitoring
production. The purpose of the measure is therefore to protect the integrity of
rhe DTS system.

The Committee welcomed the proposal and observed that the penalty being
imposed is not deterrent enough. They proposed that the pendty is increased
from one thousand five hundred currency points to five thousand currency
points.

Rccornrncndetlon

Thc Commlttcc rccommendr thet thc propoeal le rnalntelncd, end thc
pcaalty for trmpcrlng wlth dtgttel .t.rnpa lncrcercd frorn onc thounad flva
hundr',cd cumancy polntr to llvc thourend cut Gncy lrolntr.

N+
4.3 Fkfng r lternp on e wrong good

UFPED informed the Committee that It is not uncommon to find stamps
meant for products (e.g., bottled water) being placed on

.g., juices), which leads to loss of revenue. Fordifferent produ (.
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instance, affiing a stamp for 300mls bottle on a l-liter bottle of spice
gin results in tax loss of 99O,OOO/= per bottle. The challenge is that
currently there are no penalties for the taxpayer for wrongful
application of stamps on different products.

The purpose of the measure is thus to penalize wrongful affixation of
digtal starnps.

The Committee welcomed the proposal and observed that the penalty being
imposed is not deterrent enough. They proposed that the penalty is increased
from five hundred currency points to live thousand currency points, and the
term of imprisonment increased from three years to five years.

Recommendation

The Commlttee recommende that thc propoeal is malntained, end the
penalty for fixing e stamp on wrong good increaced from five hun&cd
currency polntr to flve thouaand currcncy polnt: and the term of
lmprlsonnent from thtce ycers to frve ycare.

4.4 Walver of interert on peymcnt of princlpal tax
MFPED submitted that the interest and the penalty of a tax payer, where the
tax payer voluntarily pays the principal tax outstanding as at 30th June, 2023,
by 3lst December.2O23, should be waived by the Commissioner General. The
Minrstry added that the purpose of the proposal rs to limit the waiving of
penalty and interest on princrpal tax arrears to only comphant taxpayers that
voluntarily pay their tax arrears. This would encourage compliance and ease
the tax burden during this period when the economy is recovering from the
effects of COMD. Thrs is more of a tax atnnesty cognizant of the effects that
COVID 19 had on businesses.

PWC noted that there have been challenges wrth the implementatron of Section
40C of the princrpal Act which also provrdes for waiver of principal and penalty.
They noted that in practice, URA's e-system currently applies Section 40C
together with Section 38 which essentially compounds the outstanding
principal as inclusive of any interest and penalty outstanding They therefore
noted that the proposed amendment should be introduced along with clear and
practical implementation guidelines.
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The Committee observed that Section 38 of the principal Act provides for
priority of withholding Tax and Vat by a taxable person. However, the provision
does not clari$ that the principal, interest and pa3rment shall be paid on a
prorate basis. There is therefore need to amend the principal Act to clariff the
sarne.

The Committee further observcd that Section 40D of the Bill extends the waiver
of penalty and interest for a taxable person who pays the principal due by 3let
December 2023. The Committee proposes that the waiver be extended to Slst
March,2024.

Rccommcndrtlon
The Commlttcc rccommca& thet

l. Scctlon 38 of thc prlnclpel ect bc emendcd to en.urc thet any
lntcrc* end pcndty outttendlng er et 3Gr June 2O23 lr selved
shcrc thc tupaycr peF all thc out.taadlng prlnclpd tax by 31rt
Deccmber 2O23;

ll. For avoldancc ofeny doubt, eny palnncnt ln ter rhould bc appltcd
to prlnclpd fint untll lt te crttngutrhcd bcforc lntcrcrt end sdvcr
rrc conlrouadcd to thc outrtandlng prlnclpd;

4.5 Rcmlulon of Tax
MFPED proposed a repeal of the entirety of Section 40 of the principal Act, which
provides that where the Commissioner is of the opinion that the whole or any
part of the tax payable under a tax law by a taxpayer cannot be effectively
recovered by reason of hardship, impossibility, undue difiiculty or the excessive
cost of recovery, the Commissioner may refer the taxpayer's case to the Minister,
who may remit in whole or part the tax payable by the taxpayer.

MFPED justified the above proposal noting that the provision as it stands is
subject to abuse as it is a discretionary power of the Minister.

The Committee observed that the Minister's powers should be subject to
Parliamentary checks and balances, thus requiring approval from Parliament
before such remission is executed by the Minister.

Recommca&tlon
Thc Conalttcc rcconacndr thet Scctlon 4O of thc prtnctpal Act bc
emcndcd to provldc for Perllencntety appr',ovrl bcforc ruch rcmldon of e
tar by e Mlal*cr lr uadcttetcn.
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PROPOSED AT ENDMENIS IO IHE IAX PROCEDURE CODE (ATAENDMENT) il[,2023

Clouse 3: Amendmenl of lox Procedure Code Act, 2014

Clouse 3 is substituled with the following-

"(60l A person who mokes on unouthorised interference to or tompers with
o digitol lox slomps mochine commils on offence ond is lioble on
conviction, to poy the omounl of tox lost os o result of the lompering ond
o fine not exceeding five lhousond currency poinls or imprisonment not
exceeding ten yeors".

Jusllllcollon

To increose the penolty for lhe offence of tompering wilh digitol tox stomps
mochines ond lo recover ony loss of tox thot moy hove been occosioned os o
resull of the tompering.

lnserllon ol new clouse

The Bill is omended by inserting o new clouse immediotely ofter clouse 3 to reod
os follows-

'Amendmenl of 3ecllon 38 ol pdnclpol Act

Section 38 of the principol Act is omended-

(of in subsection (lf (ol by inserting lhe words "outslonding ot the dote of
poyment" immediotely ofter lhe word "tox"; ond

(bf By inserting o new sub clouse immediotely ofter subseclion (2) the
following-

"(3) For the ovoidonce ol doubl, ony poyment by o toxpoyer sholl
be opplied to the principol tox firsl, until il is fully poid up."

Jusllllcollon

To clorify thol priodty of poymenl is given firsf to the pdncipol omount oufstonding
ol lhe dole of poymenl.
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Clquse 4: Amendmenl oI 3ecllon 39 ol pdnclpol Act

Delete clouse 4

Jusllicqllon

Clouse 4 conlrodicts clouse 5 which gronls o totol woiver of interesl ond penolty
outstonding os ot 30th June 2023 where o toxpoyer poys by the 3lst ol December
n23.

lmertlon ol new clouse ln the Blll

The Bill is omended by inserting o new clouse to reod os follows-

"Amendmenl ol secllon 40 ol pdnclpol Act.

Section 40 of the principol Acl is omended by substituting for subseclion (2f the
following-

"l2l Where o tox poyer's cose is refened to the Minister under subseclion (l)
ond the Minister is sotisfied thot the tox due connot be eflectively recovered, the
Minster sholl. with the opprovol of Porliomenl, remit in whole or porl of lhe tox
poyoble by the lox poyer""

Cloure 5: Amendmenl ol 3ecllon rOD to prlnclpol Acl

Clouse 5 is subslituled with the following-

"tl0D: Wolver ol lnleresl ond penolty on poymenl of prlnclpol lox

(l| "ony inlerest ond penolly outslonding os of 30th June 2023
sholl be woived where lhe lox poyer poys the principol lox
by the 3lst December 2023.

(2) where the lox poyer poys port of the principol lox
oulstonding os ot 30ttt June 2023 by the 3l st December 2023,
the poyment of inleresl ond penolty sholl be woived on o
pro-roto bosis."

Jusllftcollon

l. To remove lhe powers to woive tox on interest ond penolty from the
commissioner Generol; ond
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2. To increose the time frome within which the principol lox is to be poid.

Cloure 6: Amendmenl of recllon 42 ol pdnclpol Act

Clouse 6 is omended-

o) By subslituting for the figure (41 with (3o);

b) By inserting immediotely ofler (3ol the following-

"(3b) subsection (3o) sholl nol opply to lhe informotion requested by
the Commissioner where the informotion is more thon lhree yeors
from the dole the documenl wos oulhored or for lhe post three
finonciol yeors."

Juslltlcollon

To creote on exception where lhe toxpoyer moy be ollowed lo odduce
evidence ot the point of obiection.

Clouse 7: lnrerllon ol secllon 62H ol pdnclpol Act

Clouse 7 is omended-

(o)by re numbering lhe proposed section os 62 I

(blby substituting for lhe word "hundred" the word "thousond"

(c) by substituting for lhe word "three" the word "ten"

Jusllflcollon

ll The conecl typing error ond give it the right reference: ond

2l To moke the punishmenf more detenent.
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