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I.O INTRODUCTION

The lncome Tox (Amendment) Bill 2024 tobled in Porlioment on Morch 28th,2024
proposes new toxes ond tox exemptions.
We disogree with the exemptions os well os some of the new tox proposols in

the Bill.

I. NON COMPLIANCE WITH THE tAW

The Public Finonce Monogement Act mokes it o requirement thot every Bill

presented to Porlioment sholl be occomponied by o Certificote of Finonciol
lmplicotion.
This Certificote under Section 76 of the Act, "sholl indicote the estimotes of
revenue ond expenditure over o period of not less thon two yeors ofter the
coming into effect of the Bill when possed."
The Certificote "sholl indicote the impoct of the Bill on the economy." This in

simple terms meons, totol omount to be spent on implementotion of the low ond
expected revenue. ln this cose, the cost of collecting the new toxes Vis-o'-Vis

omount reolized.
The Certificote of Finonciol lmplicotions, Finonce Minister Motio Kosoijo issued

doted Morch 27t 2023 o doy, before the Bill wos presented for first reoding, is to
soy the leost o chit (short letter or note).
It reods, funding is going to be through overoll Government budgetory
ollocotions to Ugondo Revenue Authourity (URA). The minister doesn't know how
much it will cost to collect the new tox. lf he knows, he doesn't wont to tell
Porlioment os it is required in the low.
He then reveols o Shs 40 billion figure thot is not scientificolly orrived of or
mothemoticolly colculoted.
The Certificote doesn't show the overoll impoct of the new tox proposols on the
economy. Pleose toke note thot the low olso seeks to exempt some people. The

omount foregone os o result of these exemptions is not reveoled. Mind you, tox
exemptions hos become o huge cost to the economy os we will illustrote loter.
Porlioment must not ollow this minister to turn it into o gorboge tin, where you
dump onything. Even if you ore o loyolist of the ruling fomily, there is no woy,you
will volidote this foke Certificote of Finonciol lmplicotions.
Remember, the President himself refused to ossent to severol tox bills lost

Finonciol Yeor. The Minister why the President refused to ossent to tox proposols
opproved by o cobinet thot he choirs.

2. NO STUDY, NO RESEARCH

2



The Domestic Revenue Mobilizotion Strotegy Annuol Monitoring Plon for
Finonciol Yeor 2022123 observed thot; Mojority of the tox low omendments ore
not informed by tox reloted onolyticol briefs.

It further noted o weok portnership between the Tox Policy Deportment in the
Ministry of Finonce ond Ugondo Revenue Authourity (URA). This, the report soys
"undermines evidence bosed tox development mechonism."

The Committee collectively observed thot the Ministry of Finonce foiled to
odhere to previous recommendotions by Porlioment i.e. thot every Bill should be
occomponied by stond-olone evoluotion or regulotory impoct ossessment.

This Committee on Finonce is very kind. lt ottempted to soften the longuoge of
observotion in our April 29th meeting in Eost Committee Room but the
documents submitted foiled it. One colleogue even suggested thot if we
mointoined the observotion, then the Bill collopses.

Rt. Hon. Speoker ond Hon. Members this Bill hos olreody collopsed. You connot
resurrect it. lt doesn't meet the requirements of the Public Finonce Monogement
Act, it is bosed on no studies. lt is speculotion. I osk you Hon. Members not to be
conscripted in possoge of o low thot meets no requirement, not even common
sense. The poin of deoth connot be reduced by poin killers. Pleose ollow this Bill

to die peocefully.

3. BILL PROPOSING SAME TAX AS ATREADY PROVIDED

Northing illustrotes lock of seriousness ond the cosuol woy in which this
government is hondling public offoirs like clouse 3 in the Bill. This clouse
introduces o copitol goin tox on sell of non-business osset such os lond, shores in

o privote compony ond rentol property. Alreody o higher tox is provided for
under the some low in section 2l(lk). The Minister Hon. Musosizi withdrow the
component of sell of shores in privote compony. He loter with his teom withdrew
the whole clouse when the Committee informed him of the existence of o similor
provision thot provides the some.

We leove this motter to oll of you to moke o conclusion ond judgement. Thot o
Minister con toble o low to propose the some thing olreody provided. Oh Alloh
bless Ugondo.

4. TAX EXEMPTIONS

Of course with no study presented, the Minister is osking Porlioment in Clouse 4,

to exempt tox on income mode by mo
bottery, ond electric vehicle chorging

nufocturer of electric vehicle, tric
os
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Like mony similor proposols oimed of ottrocting Direct Foreign lnvestment (DFl),

this on its foce looks o good proposols. The orguments ore similor to those
odvonced during debote on coshing Lubowo Speciolized Hospitol promissory
notes. Ugondo would sove $220 million which government is incurring onnuolly
to treot VlPs outside the country.

The only study this Porlioment con rely on to exempt toxes ogoin, is the report of
the Auditor Generol for the Finonciol Yeor closing June 2023.

The Auditor Generol reports on poge 178 of his report os follows;

Although the tox incentives ond exemptions ore expected to free up the
copitol, so os to enoble those componies employ more stoff, o totol of 22

componies out of the 36 thot obtoined the incentives, were performing below
the 50% threshold ond thus hod not fully ochieved the desired employment
levels.

I noted thot over the period under review, toxes woived by government
omounted to UGX. 1.417 trillion. These comprised of UGX. 1.293 trillion woived
under the Gozette by Porlioment, direct woivers by the Minister of Ugx. I 18.5 bn
os well os the tox exemptions os per the lncome Tox Act under section 2l
gronted by the Commissioner Generol of Ugx. 5.576 bn.

There is olso suspicion os to who will benefit from this exemption. There ore two
investors who ore currently constructing speciolized hospitols; Ago Khon ot
Nokowo neor Mokerere Business School ond Enrico Pinetti of Lubowo. The

electric vehicles, ore now only being monufoctured by KIIRA MOTORS

CORPORATION.

It looks like this is o Pinetti, Ago Khon, Kirro Motor tox exemption low. Moreover
ollthese three hove benefited from free lond, tox holidoys etc. Con government
toble o list of who currently quolifies for this incentive before considerotion of this

Biil?

5. TIMING OF NEW IAX PROPOSATS

Rt. Hon. Speoker, there is olreody instobility in the tox sector. Troders hove lust
reopened their shops. There is o generol feeling of over toxotion with very little
to show in terms of sociol services. Roods in Kompolo City ond Kompolo
metropoliton districts of Wokiso, Mukono, Mpigi hove completely broken down.
There is o generol cry thot leoders ore swimming in luxury of the expense of
toxpoyers. This needs to be oddressed before ony new tox meosure.

Stobility is o key principle in toxotion. lf the country is still crying with
implementotion of existing toxes, is your onswer to impose new toxes. Why don't
we first deol with leokoge (corruption) ond use the sovings to finonce the
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budget rother thon thinking of new tox meosures. You Porlioment, you ore going
to be blomed for new toxes os you ore blomed for the old ones. For once you
con soy no.

Conclusion

Porlioment should reject the Bill. ln the olternotive of leost reject the clouses on
tox exemptions

We submit.

M|NORITY REPORT ON THE TNCOME TAX (AMENDMENT) BILL,2024
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Ministry of Finance, Planning &
Economic Development,
P.O Box 8147
Kampela, Ugende

CERTIFICATE OF FIITANCIAL IMPLICATIONS FOR THE
rNcoME TA,( (AMENDMENTI BrLL 20i24

Made under Section 76 of the Public Finance M
2OL5 (as amended)

THIS IS TO CERTIFY that the Bill entitled the
(Amendment) Bill 2024, has been examined as re
section 76 of the Rrblic Finance Management Act,
amended). I wish to report as follows: -

(as

U ObJect of the Bill:
The main object of the Bill is to increase resources available to
Government, attract investments and improve compliance.

2l Spccific obJectives of the BtU are:
i. To expand the definition of the retirement fund;
ii. To impose a ta:< on the disposal of non-business assets;
iii. To exempt income derived from or by private equity or

venture capital fund, the manufacture or fabrication of
electric motor vehicles, electric motorcycles and electric
vehicle charging equipment, operation a specialised
hospital facility;

iv. To replace reference to a branch with permanent
establishment for purposes of international taxation;

v. To provide for withholding ta:r on commission paid to a
payment service provider;

vi. To amend the First Schedule to provide for African
Reinsura.nce Corporation (Africa Re), International
Regulatory Board of the East African Power Pool and
lslamic Cooperation for the Development of the Private
Sector as listed institutions and for related matters.

LJirtoa
"totottothte aud econoaic pllcbs. ,ruxirn 2c terrlilin nabilnanoa caswc cficicat allalioa anl accantabiltylot publtc ?asot.rc.s stt os ,o

achicv tlc npst mptd and sustaimbh econonc gmnth aad devclqncat"
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3l rhat it is expeeted to achleve the following outputs:
i. To derive revenue from tar( on the disposal of non-

business assets;
ii. To improve compliance and ease ta:< administration.

4f rhat the expeaditure plan by mdor cotrlponeats for the
next tso years.

Since this is an amendment to the existing tax provisions, there
is no expendittrre plan specifically different from the overall
allocation of Shs. 6L9.99 Billion for Fy 2024/2s and shs. s34.1
billion for FY 2025126 to Uganda Revenue Authority.

4f That the funrllng aad budgetary tmpltcafions are the
follourlng:

Funding is going to be through overall Government budgetary
allocations to Uganda Revenue Authority.

5f Erpected savlngs and/or rGvenue to Goverament:

Revenue gain orpected from the Bill is estimated to be Shs. 4O
[lllisl alnually.

a (MP)
PLANITING AITD ECONOMIC

March 2C24.
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4.1.8 VALUE FOR MONEY AUDIT REPORT ON THE MANAGEMENT OF TA)( INCENTIVES
AND EXPENDITURE IN UGANDA BY THE MINISTRY OF FINANCE PLANNING
AND ECONOMIC DEVELOPMENT

The Government of Uganda offers a number of investment incentives including tax
holidays, exemptions, waivers for tax payments and paying and refunding of various taxes
as stipulated in various tax laws, agreements and memorinda of underitanding with the
beneficiary entities. This is done in order to enable implementation of the National
Development Plan III (NDP III) financing strategy that provides for revenue mobilizationplans to address tax policy and design Jeficiencies including r.eril*ing the presumptive
taxes; individual tax incentives and; changing the tax regime to attracfmore investors inmanufacturing. It is also done to provide a tax policy th-at incentivizei formalization andsuppotG Medium and Small Enterprises, through the Ministry of Finance, planning and
Economic Developme{ (MoFPED) to increase inivestment and production in key strategic
industries or sectors. The benefits are granted based on intended obleaives that includepromotion of economic growth, increasing employment and facilitation for extension of
social services among others.

I undertook a 
. 
Value for Money study on the effectiveness of tax incentives and

expenditure in Uganda, in respect to expected outcomes such as investment in fixed
assets, sales revenues and employment. The following key findings and recommendations
were made;

Kev Findinqs

Although the Investment Incentives and Tax expenditures under the Ministry of Finance,
Planning and Economic Development have been recognized for not Of"...omplishmentsin creating employment opportunities and improJing trade deficit through exportpromotion and impoft substitution, the following key areas of improvement were
identified;

a) rnrestments and prcvision of Emolovment opoortunities

Although the tax incentives and exemptions are expected to free up the capital,
so as to enable these companies employ more staff, a total of 22 companies ouiof the 36 that had obtained the incentives, were performing below the 500/o
threshold and thus had not fully achieved the desired employmint tevets.

b) Cost of tax waivers to Government

I noted that over the period under review, taxes waived by government amounted
to UGX.1.417Tn. These comprised of UGX.1.293Tn waivedunder the Gazefte by
Parliament, direct waivers by the Minister of UGX.118.5Bn ai well as tax
exemptions as per the Income Tax Act under Section 21 granted by the
Commissioner General of UGX.5.576Bn. I however noted that there was no
evidence that the other wriften-off taxes outside the Gazette, were communicated
to Parliament for retrospective authorization. The amount oi taxes exempted are
revenues that are foregone resulting into revenue loss on the side of Government.
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c) Tax Commitments

The Ministry of Finance, Planning and Economic Devetopment committed to pay
taxes totaling to UGX.553Bn on behalf of several taxpayers for the period undei
study. The commitments were not paid in time and have led to accumulation of
domestic arrears.

d)
Incentives and Exoenditures

At the time of audit, MoFPED did not.have an approved Framework to guide themanagement and monitoring of the different rax Incentives and erp"najirr"..
e)

An analysis of the Memoranda of Understanding (MoUs) for the variousbeneficiaries of lnvestment incentiv., ..d-i;;;;ptions reveated that severatcompanies have not achieved the.o.utpub as stiputited in the.lg..jMarus andseveral incentives remained un-utilized, rr.n u. tne corporation Income Taxholidays for some companies.

GENERAT RECOMMENDATIONS

The following general recommendations have been proposed;

a)

The Ministry should follow up the beneficiaries of the incentives to ensure that thebenefits of the incentives such as job creation ir" i"uiir"a.

b)

The benefits of the Tax incentives should continuously and realisticalty bemeasured to ensure that the intended benefits ire reatizei, ;a iil;id;futuredecision making.

c)
the Tax Laws

The Ministry of 
.Finance, Planning and Economic Development was advised toestablish a criteria for approval of 6eneficiaries of Lx incentires and expenditures.This will eliminate ambiguity in regard to eligibility and the assessment of theexpected benefits,.while assessing the performlnce'oieacn beneficiary. Besides,the Taxpayers that seek exempti6ns.due to ir"oiritv io puy, should have provenbeyond doubt that they are financiatty incapiiitJt"a. This will also timit theaccumulation of domestic arrears.
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Letter from the Minister of Finance, planning and
Economic Development
I am glad to present to you this document on the Domestic Revenue Mobilisation Strategy(DRMS) as a summary of our discussions and statements of the intentions of variousplayers. This document recognises the importance of having a medium-term strategy forgovernment revenues, to guarantee a reasonable, realistic, and practical approach tosustainable resource mobilisation. The strategy set out in this document represents thenext step in our government,s fiscal policy, which has historically been h ighly successfulin empowering the economic devel opment of Uganda
For this development to continue, there is a need to have a stronger and more certainrevenue flow in order for the government to meet its expenditure nleds and encourageforeign investment. This calls for a commitment to a prudent and sound mediumtermstrategy for financing our plans, to give confidence and certainty to our people and ourinvestors' This Domestic Revenue Mobilisation strategy brings transparency to thedirection of tax policy in Uganda for the next five y""r. and will strengthen theadministrative effort to support it.

ln order to achieve our revenue potential, we will move away from ad hoc, annuat taxpolicy changes' These piecgnle3! adjustments, with litfle alignment to a1 over-archingstrategy, have created a high degree of unpredictability 
"nJ 

,-n""rt";n; il'o;. tax poticydirection' The DRMS will address this, as well .. 
"n.rr" 

that our future tax policyembodies the principles of simplicity, fairness, citizen welfare, and sustainability. Goingfonrard, we will involve taxpayers more fully in the tax policy formulation process,restoring ownership and public confidence in the tax system by the way peopte pay theirtaxes' we will continue to provide a business-frienoty tax environment 
"na-.rpdrtinvestment: however, we will reduce unproductir" ,"r"nr" leakages from exemptionsand publish a full tax expenditure ftamework to better understand the fiscal cost ofsupporting investment and social welfare.

Revenue generation does not happen in a policy vacuum. The tax administration has akey role to play, and it is here that we anticipate the most significant gains to be made.we will enhance the Uganda Revenue Authorig's administrative capacig to collect taxesefficiently through additional staff recruitment, better training, and the modernisation oftheir technological infrastructure and systems. we willfocus more explicily on promotingcompliance with existing Iaws ftom a higher proportion of busines.". 
"no 

individuals,particularly through more focussed taxpayer services and education.
Finally, it is important to recognise the role played by all arms of Govemment andugandan society in securing our financial indepenoencl. Future resource mobilisationefforts depend on Ugandans perceiving a ctoser link between taxes paid and publicservices enjoyed by citizens. As Government, we have a responsibility to strengthen this
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fiscal-social contract and redouble our efforts to stamp out corruption at every level. tnreturn, we are expecting everyone with the means to pay their taxes.
we have set ourselves on the path towards creating a uniquely Ugandan tax system, one
that respects our culture, our traditions, our ways of living, and our entrepreneurial spirit.
This is an original document of our country's revenue stralegy that will meet our flnancing
needs for the future- we therefore urge everyone to play their part in ensuring the success
of the Domestic Revenue Mobilisation Strategy.

Planning, and Economic Development
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