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REFORT OF TrtE COtMIttEE OIt FntAttCE, PLANIUI{O
ECOI|OUIC DETJTI'PUEITT OI{ THE VALI'E ADDED
(AIf,EI{DUEttTl BILL, 2oil3

AJTI)

TAX

l.Olntroductlon
The Value Added Tax (Amendment| Bill, 2023 was presented for First
Reading on Thursday 3oth March, 2023 in accordance with Rule 128 of
Parliament's Rules of Procedure. Subsequently, in accordance with Rtrle
129, the Bill was referred to the Committee on Finance, Planning and
Economic Development for examination.

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

2.OObJcct of thc Blll
The object of this Bill is to amend the Value Added Tax Act, Cap. 349 to
expand the definition of electronic services; to provide for a limit on
input tax to activities related to output tax being accounted for and
disallow input tax credit to a registered foreign supplier; to provide for
the declaration of value added tax on imported services by large
unregistered persons and un registered government entities; to provide
for ZEP-RE (PTA Reinsurance Company) as a listed institution; and for
related matters.

3.OMcthodologr
The Committee held meetings and received memoranda from the
following; -
i) Minister of Finance, Planning and Economic Development.
ii) The Attorney General.
iii) Uganda Revenue Authority.
iv) Uganda la.w Society.
v) Tax Justice Alliance Uganda
vi) Institute of Certifred Public Accountants.
vii) Private Sector Foundation Uganda.
viii) Uganda Manufacturers Association.
ix) Price Waterhouse Coopers.
x) BDO East Africa Advisory Services Ltd and Signum Advocates
xi) Libra Advocates and Consultants.

4.OCleuecc slthdrawn frora thc Vduc Addcd Ter (Amcndncntl Blll,
2@3
On 13th April, 2023, the Hon. Minister of Finance, Planning and
Economic Development appeared before the Committee to present the
tax bills for the FY 2023/24. The Hon. Minister, in his submission,
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informed the Committee that he was withdrawing the following
provisions from the Bill-
a) Clause 2, which introduces an obligation for auctioneers to account
for VAT on sale of auctioned goods; and
b) Clause 10 (d) 6ry), which sought to repeal VAT exemptions on supply
of all production inputs necessary for processing of hides and skins into
finished leather products in Uganda and the supply of leather products
wholly made in Uganda.

5.O Stelcholdcn, Obecrvetlonr end Rcconncndatlons of the
Coaalttcc
Arising from the Committee's interactions with the stakeholders in 3.0,
the Committee made the following observations and recommendations.

5. 1 Doncrtlc Rcvcluc Mobtliaetton Etntcgr (DRtSl
The Mtntetry of Flnence, Plaantng and Econonlc Dcvcloprncnt
informed the Committee that the revenue stratesr n Ft 2023124 is to
continue the implementation of the Domestic Revenue Mobilization
Strateg/ (DRMSI for the medium term. The DRMS contains both tax
policy and tax administration reforms whose core objectives are to: (i)
mobilize sulficient revenue up to a tune of 16-18 percent of Gross
Domestic Product (GDP) by end of FY 2026127; and (i) provide the right
incentives to support industrialization and development of domestic
value chains.

The Ministry further noted that to reach the desired target of at least
160/o of revenue to GDP in thc medium term, Govemment targets to
increase revenue by at least 0.5% of GDP per year. This means that for
Ft 2023/24, Government aims to increase revenue from UGX 25.6
trillion (or 13.4o/o of GDP) projected in FY 2022/23 to UGX 29.3 trillion
lor l4.OVo of GDP) inFlI 2023124, hence additional revenues of UGX 3.7
trillion (or O.6 percentage points of GDP).

Revenue sources for the projected increase of UGX 3.7 trillion shall be
as described in Teblc 1 below;

Source: Ministry of Finance, Planning and Economic Development
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s/I{ Soulce Coatdbutloa
(Trtllton
Uehel

il Improved Levels of Economic Activity 2.7
iil Reduction of Tax expenditures o.4
iiil Tax Administration Reforms 0.6
iv) Simplification of tax laws and others

measures to enhance tax compliance
N/A

TOTAL 3.?



The Committee raised concern regarding the implementation of the next
phase of the DRMS, with the current strateg/ expected to conclude in
June 2024. Further, the global economic outlook is dire, with the
economy likely to have a downward trend of 0.3olo, and this shall affect
domestic rev€nue mobilization. The Committee further took cognizance
of the negative impact of tax exemptions, which is leading to a slower
growth in the Tax-GDP ratio.

Rcconncndatlon
t. Thc Connlttcc rcconncndl that GovcramenttE doaettlc

revcnuc noblllzatlon cfforts bc cnheaccd through urldcalng of the
trr berc to covcr the informd rcctor.

ll. Thc MFPED ehould .tGIr up budgctary dlocations to thc Ttn
Pollcy Dcpettnent ud IIRA to cnheacc cffort to bulld capecttyz
thet lncludce eteltrng lcvcb, dtgtteltzetlon of proccracr, tratnlng
and rcrcerch, end5rtlcd cepaclty ln forccartlag for both ttr end
non-t r nrecnuc! to inplcncat thc DRIf,S lnterrrentlone.

S.2Cleuac 3 VAT chergcd .ad rccountGd for by aon-rcddcat
pnoduccra of clcctronlc rcrylcce.
Thc Mtntatry of Fln acc, Plannl.g end Econonlc Dcvclopncnt
informed the Committee that the amendment is prompted by the need
to tax non-resident p€rsons such as eBay, Amazon,
Ali Express, Netflix, Facebook, twitter, google among others who are
offering senrices to non-taxable persons in Uganda.

Ter Jurticc Alllance Ugande submitted that the amendment imposes
an obligation on a non-taxable person who makes supplies above the
VAT threshold of UShs 15O,OOO,OOO to account for VAT in United States
Dollars, when they import electronic services into Uganda.

The Committee observed that this provision:
a) Makes a non-resident person eligible to frle VAT returns for

services supplied in Uganda;
b) For the returns to be made, the non-resident should have

supplied in Uganda services beyond the value of UShs
15O,OOO,OOO;

c) Includes services made to a government entity that has not
registered for VAT;

d) Clarifres the definition of "electronic services' by speci$ing that
these are services supplied through an online or digital network
by a supplier outside Uganda to a recipient in Uganda;

Rcconncn&tlon
Thc Coaalttcc recotntncn& thet thc ploporal chargtng VAT for
non-rcrldcnte adatelncd la the Btll. #
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S.3Cornmioioacr Gcncrel'r dhcrctlon to graat ea offret
Thc Miatetry of Flnancc, Plaaalng ead Economlc Dcvclopncat
informed the Committee that the curent law requires the
Commissioner General to seek the consent of the taxable person whose
offset is in excess of UGX 5 million in determining whether to grant an
offset or require a taxpayer to apply for a refund.

A11 stakeholders that interfaced with the Committee noted that the
provision locks up funds that would idedly be injected back into the
business for continuity. It deprives the tax payer of the liberty to
determine whether or not to carry forward the excess credit with their
consent.

The Committee observes that the proposed amendment would
unnecesarily deprive tax payers of liquidity in business operations.

Rccoaaendetlon
Thc Coumittec rcJcctr thc propoecd uncadr"eat to glve thc
Cornnlarloncr Gcactel thc dtrcretton to great en olfaet or rcqulrc e
tar p.ycr to epply for e rcfuad.

S.4Exemptlon of edult dhpcru, cotten eccd celc ead rupply of
blllctr

UFPED informed the Committee that exempting diapers under the
second schedule was for medical reasons targeting the elderly.
Currently all types of diapers are exempted. The Ministry added that the
proposed change in the law aims to clari.$ that it is adult diapers that
are treated as medical goods but not all diapers.

On other hand, lI A, IIIS ead Tan Jurtlce Alllancc Uganda opined
that all diapers including baby diapers should b€ exempt from VAT. The
argument for the same was that the proposal is bound to increase
hours spent on care work, if women are to wash nappies. Further, that
given the limited access to soap and water in many communities,
hygrene and the health of babies would be negatively alfected.

The Committee observed that diapers are not biodegradable which
makes them an environmental hazard, The proposed change in the law
aims to clari$ that it is adult diapers that are treated as medical goods
but not all diapers.

above, the Committee further obsened that the wordIn addition to the
"billeps" is typing erTor, and should instead be worded as "billets". 4



Rccoamcndetion
Thc Connittcc rcconncr& thrt;

t. Adult dlepcre bc c:reaptcd froa VAT ae proporcd ln
the Btll;

ll. Ancad thc rord 'blllcpe' to rced ablllctt'.
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PROPOSED AI,IENDMENIS TO THE VALUE ADDED IAX (A ,lENDl ENl) BlLt,2023

Clouse 2: Amendmenl of Volue Added lox Acl

Delete Clouse 2.

Jusllficollon
The ouctioneer should nol be treoted os lhe owner of the goods they
ouclion.

Clour 3: Amendment of secllon l6 ol prlnclpol Acl

Clouse 3 is omended in porogroph (b| by deleting the proposed (4b1.

Jusllllcollon
For porlioment to reloin lhe power lo prescribe the rules of determining
electronic services delivered to o person in Ugondo.

Clouse 5: Amendmenl ol secllon 3lA ol prlnclpol Acl

Delete clouse 5.

Judlficolion

The returns ore olreody being filed under the currenl section.

Clouse 6: Amendment of secllon 42 ol pdnclpol Acl

Delele clouse 6

Jusllflcollon
Retoin the consent of lhe toxpoyer to opply lheir refunds lo olher tox
liobililies.

Clouce l0: Amendmenl ol Second Schedule lo pdnclpol Acl ffiClouse l0 is omended -
(ol ln porogroph (of by substiluting for the words "subporogroph (p),

the words "subporogroph (qf ;

(blin porogroph (c) by substituting for the word "billeps" the word
"billets";
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(c) in porogroph (dl by deleting (yy).

Jurtlllcollon

(olTo provide lhe conect reference ond to provide the conect spelling of
lhe word "billets"; ond

(blTo reinstote the exemption on VAT for lhe supply of produclion inpuls
for hides ond skins.

ffi
t/gP
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I.O INIRODUCIION

On 30ttt Morch 2023, lhe Mrrrrslc,, ,)r Frnonce, Plonning ond Economic
Developmenl loid the lncome Tox (Arnendment) Bill 2023 before Porlioment
ond referred it to the Committee on Finonce, Plonnrng ond Economic
Developmenl for scrutiny.

Ihe object of thrs Eill is to omer'ti tle \/.JUe Added Tox Act, Cop. 349 lo
expond the definrtion of electrontc servtces; to provide for o limit on input lox
lo oclivities reloted to output tox being occounted for ond disollow inpul lox
credit to o registered foreign suppker; to provide for the declorotion of volue
odded tox on imported servrces i:y lorge un+egistered persons ond un
registered government entitres, f() f\rovide for ZEP-RE (PTA Reinsuronce
Compony) os o listed inslitulion, onrl tor reloted motlers

The Commrttee on Finonce, Plonnrnq ond Economic Development scrutinrsed
the Eill ond prepored o report In sr,[]t,ort of the Brll.

Pursuont to Rule 205 of lhe Rules of Procedure of the Porlioment of Ugondo,
this Minority Report indicotes dissenting opinions from the moiority of the
Commitlee.

2.O AREAS OF DISSENI

Dissenting opinions regord:

o) lmposition of VAT on diopers other thon odult diopers
b) Wide ond brood defrntlrorr <rf eleclronic services

3.0 DISSENIINGOBSERVATIONS

3..I IMPOSITION OF VAI ON DIAPERS OIHER IHAN ADUI.I DIAPERS

We disogree with the Commrttee [<.:r ollowrng the tmposttion of lox on diopers
other thon odult diopers. The Committee's finding lhot dropers ore not
biodegrodoble is not premised on screntific evrdence. There wos no doto
furnished to the Commitlee thot the. rnrposrtron of this tox would remedy the
side effects of dropers on the erv,rr)nnrenl lt defeots logrc to rule thol only
odult dropers ore treoted os medrccll gc.rods bul not oll <Jropers.

First ond foremost, if VAT is lo be worved on diopers on medicol grounds, oll
oge brockets should quolfy beccuse oll persons ore suscepilble to sickness
regordless of oge or stoture rn lrte S.:rrre rrrtlvrduols might be chronrcolly ill or
disobled - but nol 'odult' o. ,: rr,.,,.,crOed under lhe omendment. Ihe
omendment does not even delrrre who quolfles for on odull dioperl!
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Nonetheless, fovouring one coteerory of pottents ogornst others will be
unreosonoble.

Secondly. the Ministry's efforts for revenue mobihsolion should be bolonced
with lhe morkel's reolities. whereby ttte use of diopers by oll oge brockets
whenever requrred is hygrenrc orrd conventent for coregivers including
molhers. This hos drosticolly reduced coses of tnfections resultrng from
rmproperly hondled noppies os the \--ose wos before the emergence of
dropers on the Ugondon morket

Recommeadoftlon
Ihe omendmenl should be reJecled ro ensure equily ond fofuness lo oll users of
diopers.

3.2 WIOE AND BROAD DEFINITION Of ELECTRONIC SERVICES

The omendment defines the term "electronic services" lhot ore sublect lo VAT
to meon services supplied through on online or digitol network by o supplier
from o ploce of business outside Ugondo to o recrprenl in Ugondo including-
(i) websites, web-hosting or renrote nr<rrntenonce of progroms ond equipment:
(ii) softwore ond the updoting of s,-,It..vcrra. {rri) rmoges, texl ond rnformolion; (iv)
occess lo doloboses; (v) self-educolron pockoges; (vi) musrc, films ond gomes;
includrng gomes of chonce; (vii) poft|col, culturol, ortistic. sporting, scientific
ond other broodcosls ond everrts: includrng television; (viii) odvertising
plotforms; (ix) streoming plotfornts orrd subscrrptron-bosed services; (x) cob-
hoiling servrces; (xi) cloud storoge (xrrl <.lcrto worehousing; ond (xiii) ony other
service os the Minister moy by stolutory rnstrument determrne."

This deftnition horbours for-reochrng rnrphcotrons ond is likely to result rn pofttrcol
obuse, unwononted reslnclton on crvrl llheriles ond o shorp decline in the use
ond demond for technologicol prociui ls crrrd services.

The definition seems to cover even lhose plotforms ond serytces thot ore
occessed free of chorge onfine Hr.rw would you lhen chorge someone VAT
over services occessed of no cost. for rrrstonce, five skeoming on socrol medro
ond other plolforms, orlistic w,trl. , l,rL,rl \loroge, crtrzen ;ournolism espectolly
encompossing topicol polilicol tssue5, ord self-educotton pockoges, omong
others? Addrtionolly, there is o hrgher likelihood of obuse of the powers gronted
to the Minisler to define whol omounls lo electronic servrce, which squorely
usurps Podioment's legislotve powurs

Recomnrendolloa

Re1'ecl porls ol the deftntlion (namely. iv, v, vii, ix, xi ond xitity' siace lhey
procticolly delimil clvil liberlies ond lechnologicot odyoncemeaL
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PROPOSED A.TTEIIDMENTS TO THE VALUE ADDED TAr( (AJIIENDMEilTI
R(LL,20.23

Cleurc 1O: Amendrnent of Second Schedule to prlnclpal Act

Delete Clause 1O (a).

Juatillcation

To ensure equttg and talraess to all users of dlapers bg remoting an
unfalr tax, on all dlapers.

Clauae 3: Amcnd'trent of section 16 of the principal Act

Delete paragraphs (rv, v, r,ii. rx, .xr and xrii) from the definltron of
electronlc services in the proposed sr-rbctause 3 (c).

Jugtillcation

To remove unnecessary dehmrtatron of civil hberties,
advancement and usurpatron ol p(,\r. ( r s (,[ Parhament.

technological
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