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I. INTRODUCTION

Rt. Hon Speoker ond Hon. Members, the Tox Procedures Code (Amendment) Bill,
2024wos reod forthe first time on Morch 28th2}24ond referred to the committee
on Finonce for scrutiny.
The committee collected views from Kompolo City Troders Associotion (KACITA),
Privote Sector Foundotion Ugondo, Ugondo Revenue Authority, ond Minister of
Finonce omong others.
The committee held o retreot of Speke Resort Munyonyo on April l3th -lSth,2024
ond considered the Bill clouse by clouse.

This Bill is intended to omend the Tox Procedures Code Act, 2014, to require o
toxpoyer who intends to cloim o deduction or credit for goods destroyed to
inform the Commissioner in writing before the destruction of the goods. (While o
tox credit lowers o toxpoyer's tox bill, o tox deduction lowers the toxoble income
of the toxpoyer)

The proposed omendment is for the insertion of section l8(A) immediotely ofter
section l8 to the effect thot o toxpoyer who intends to destroy goods due to;

(o) domoge of troding stock;

(b) expiry of troding stock;

(c) domoge of monufoctured stock;

(d) expiry of monufoctured stock; or

(e) obsolete stock should inform the Commissioner, in writing, before the goods
ore destroyed, using o form prescribed under section 70 of the Tox procedures
Code Act. Section 70 of the Act generolly provides for forms, notices, ond
outhenticotion of notices for purposes of tox, ond such forms ore determined by
the Commissioner.

ln the proposed omendment, informing the Commissioner obout o toxpoyer's
intention to destroy goods is o prerequisite requirement for one to cloim for
deduction of the d goods or credit for the destroyed goods.
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2. NON.COMPTIANCE 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 "shollindicote the impoct of the Billon 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,
doesn't meet these requirements.
It reods, "Since this is on omendment to exisllng tox provisions, there is no
expenditure plon, specificolly dlfferent from lhe overoll ollocotion of Shs 619.99
Billlon for the tY 2024/25 ond Shs 534.1 billion for lhe FY 2025/26 to Ugondo
Revenue Authourity."
The minister doesn't know how much it will cost to collect the new toxes. lf he
knows, he doesn't wont to tell Porlioment os it is required in the low.
The Domestic Revenue Mobilizotion Strotegy Annuol Monitoring Plon for Finonciol
Yeor 2022/23 observed thot; Mojority of the tox low omendments ore not informed
by tox reloted onolyticol briefs. This is whot this Kosoijo certificote confirms.

The Certificote doesn't show the overoll impoct of the new tox proposols on the
economy.
Moreover, Porlioment recommended thot in oddition every Bill should be
occomponied by sto one evoluotion or regulotory impoct ossessment
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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 strateg y set out in this document represents thenext step in our government's fiscal policy, wh ich has historicaily been highly successfulrn empowering the economic development 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 needs and encourageforeign investment' This calls for a commitment to a prudent and sound medium-termstrategy 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 nen frve y".r. and will strengthen theadministrative effort to support it.

ln order to achieve our revenue potential, we will move away from ad hoc, annual taxpolicy changes' ftr3sg nle,cgleal adju-stme1ts, with titfle arignment to an over-archingstrategy, have created a high begree of unpredictability .nJ r-i".trini il'o* tax poticydirection' The DRMS will address this, as well .. 
"nrrr" that our future tax policyembodies the principles of simplicity, fairness, citizen *"r"r., .ia;.iil;itig. Goingfonrard, we will inv6lve taxpayers more fully in the tax policy formulation process,restoring ownership and public confidence in the tax system by the way people pay theirtaxes' we will continue to provide a business-rrienaty tax environment and supportinvestment; however, we will reduce unproductir" r"r"nr" leakages ftom exemptionsand publish a full tax expenditure framework to befter 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 Authority's administrative capacity to collect taxesefficiently through additional staff recruitment, better training, and the modernisation oftheir technological infrastructure and systems. we wiil focus more explicily on promotingcompliance with existing laws from a higher proportion of busines.". ,nd individuals,particularly through more focussed taxpayer services and education.
Finally, it is important to recognise the role played by all arms of Government andUgandan society in securing our financial indepenoencl. Future resource mobilisationefforts depend on Ugandans perceiving a closer 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. ln
return, 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 strategy 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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4.1.8 VALUE FOR,MONEY AUDIT REPORT ON THE MANAGEMENT OF TAX INCENTIVES
AND EXPENDITURE IN UGANDA BY THE MINISTRY oF FINAIIcE iI.qNnIING
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 undedtanding with tl^.:beneficiary entities. This is done in order to enable implementation of the Natioi=Development Plan III (NDP III) financing strategy that provides.for revenue mobilizaE:-plans to address tax policy and design oeRcieniils including r,.ri.*ing ihe presump:.:
taxes; individual tax incentives and; ihanging the tax regime to attract more investors -
manufacturing. It is also done to providJa [ax policy th-at incentivires roimalization a-:supports Medium and small Enterprises, through the Ministry or FNance, plannino aa:Economic Development (MoFPED) to inciease iivesiment and'product6;l;6'jlJ5r!rli
industries or sectors. The benefits are granted based on intended objectives that incju::promotion of economic growth, increasing employment and facilitation for extensic. j,social services among others.

I undertook a Value for Money study on the effectiveness of tax incentives 
=-.:expenditure in Uganda, in respect to expected ort o.", such as investment i0 .,::assets, sales revenues and employment. The following key nnding;na'ruio.renda:: -;

were made;

Kev Findinos

Although the Investment Incentives and Tax expenditures under the Ministry of Fira-::Planning and Economic Developmenttave oe.n ,e.ognized for notable aciomptisn:.:-=in creating employment opportunities and irprofing trade deficit through €r tri,1promotion and import substitution, the following key areas of improvement ,,,:.:identified;

a)

Although the tax incentives and exemptions are expected to free up the 6,p:=so as to enable these companies employ more staff, a total or iicompanies o-:of the 36 that had obtained..the incentives, were performing uetow the 50::threshold and thus had not fully achieved thedesiredemploymZntievels.

b)

I noted !h9!9y.t the period under.review, taxes waived by government amountedto UGX'1'417Tn. These comprised of uc'x.t.zg3Tn waived-unoeitne Gazette byParliament, direct waivers by the Minister of UGX.llg.SBn as welt as taxexemptions as per the Income Tax Act under seaion 
-ii 

J.nt o by thecommissioner General of UGX.5.576Bn. I however noted that there was noevidence that the other written-off taxes outside the Gazette, *"i" communicatedto Parliament for retrospective authorization. The amount oi taxes exempted arerevenues that are foregone resulting into revenue loss on the side of Government.

ii'
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c) Tax Commitments

d)

At the time of audit, MoFpED di{ nof.lave an approve_d. Framework to guide themanagement and monitoring of the airereni iaiinl"n,'r., and Expenditures.
e)

An anarysis of the Memoranda. of understanding (Mous) for the variousbeneficiaries of tnvestmeni inl"itir.r .;fi* 
"r"r-ptions 

reveared that severarcompanies have not achieved the.outputs u. ,tipr-riild in the signed Mous and
;il:,.rlJr'i"':li[T.:il.#,:1 un-utirized, ilh;'-'th: co,poratiin-in.o-." ru,

GENERAL RECOMMENDATIONS

The following generat recommendations have been proposed;

The Ministry of Finance,^planning and Economic.Deveropment committed to paytaxes torarins ro UGX.553Bn on beharf or seveiirL-fi.G;;, the period under
ii,lfll;#3"T#I',*menb 

were not paid-in time and nur" r"o ro accumuration of

The Ministry should follow up the beneficia.ries of the incentives to ensure that thebenefits of the incentives r;-.h ;rffi'.r".,,on are rearized.

The benefits of the.. Tax incentives shoutd continuousry and reatisticary be
ffi'.::'."*:?;;:"" that the intenaea 6"n.ne;;";;:i, Lna to suide ruture

a)

b)

c)

The Ministry of Finance, pranning and 
!_cgnolic Deveropment was advised toestablish a criteria for approval of 6eneficiarie.s o_f tax in."n[r", and expenditures.rhis wi' eriminate .,11iii,ritv i; ,."s;;j-,. erigibirity .;Jil; assessmenr of theexpected benefits, whiteissessingl-tre pu.rormin."'oi"I.n b"eneRciary. Besides.the Taxpavers that seek exempti"* iL p_l1b,riq g pgy, shoutd have proven

3:J,"*X,ii"Xt:J!::,:Til.ffiJl:;;,Jtiv= in..pucitated.'rni. wi, arso ri,"i,it tn"
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