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Bill No. 5 lncome Titt (Amendment) Bilt

THE TNCOME'rAX (AMENDMENT) BILL, 2023

MEMORANDTJM

Ministerof Finance,r,rrr,rr*ffi ):#;".!:tff);.

2023

The object of this Bill is to amend the Income Tax Act Cap. 3.10
to sreamline the imposition of capital gains tax on the purchase of
assets, to expand the exceptions to the provision tbr limiting interest
deduction to include micro-finance deposit taking institutions and tier
4 micro-finance institr*ions; to provide tbr ZEp-RE (pTA Reinsuramce
Company) as a listed institution and for related matters.
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Bill No.5 lncone Tizx (Att c,tdment) Bill 2023

A Bill for an Act

ENTITLED

THE INCOME TAX (AI!{ENDMENT) ACT, 2023

An Act to amend the lncome Thx Act, Cap. 340 to strcamline the
imposition ofcepital gains tar on the purchase of assetsl to exprnd
the exccptions to thc pnovkaon for limiting irtcr€st dcduction to
include micro-finrnce deposit trking institutions and tier 4 micro-
finence institutions; to provide for ZEP-RE @TA Reinsurance
Compeny) es e listed institution and for rcleted mttters.

BE IT ENACTED by Parliament as follows:

l. Commence mcnt
This Act shall come into force on ln July. 2023.

2. Amendment of Cap. 3,0{)

The [ncome Thx Act, in this Act rcferred to as the principal Act, is
amended in section 2-

(a) by repealing paragraph (yya),; and

(b) in paragraph lmmm). by rcpealing subparagaph (ii).
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Bill No. 5 Incone Thr (Amendment) Bill

3. Amendment of sectiotr l8 of principal Act
Section [8 of the principal Act is amcnded-

2023

(a) in subsection (l) by substituting for paragraph (a) the

following-

"(a) the amount of any gain on the satisfaction or
cancellation of a business debt, whether or not the
asset or debt was on rcvenue account."; and

(h) by repealing subsection (4).

4. Amendment of section 19 of principal Act
Section 19 of the principal Act is amended in subsection 1l) by
repealing paragraph ( h).

5. Amendment of section 20 of principel Act
Section 20 ofthe principal Act is amended-

(a) in subsection (l) by inserting immediately after paragraph
(b) the following-

"(ba) the profit on the contribution paid or credited to a
participant of a collective investment scheme;"

(b) rn subsection (l) (d) by deleting the words "including
winnings derived from sports bening and pool bening.".

(c) by inserting
following-

immediately after subsection (2) the

"(3) The income under section 20 (l) (ba) shall be

charged a tax in accordance with section I | 8l of this Act at

the rate prescribed in Part lX ofthc l'hird Schedule to this
Act."
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6. Amendment of scctior 2l of principal Act
Sectron 2l of the principal Act is amended-

2023

(a)

ft)

in subsection 1l ) by repealing paragraph (k)l and

by substituting for paragraph (t) the following-
*(t) the income of a collective investment scheme.

subject to section 20 ( l) and (31 of this Act".

7. Amendment of section 22 of principel Act
Section 22 ofthe principal Act is amended --

(a) in subsection (l). by repealing paragraph (b): and

(b) by repealing subsection (5)i

8. Amendment of scction 25 of principal Act
Section 25 ofthe principalAct is amended in subsection (3) by inserting
immediately after the words "financial rnstitution" the words "micro-
finance deposit taking institution. tier 4 micro- finance institution".

9. Amendment of section 27 of principal Act
Section 27 of the principal Act is amended-

(a) by substituting for subsection (4) the following-

"(4) The written down value ofa pool at the end of
a year of income is the total of-

(a) the wriften down value of the pool at the end
ofthe preceding year of income after allowing
for the deduction under subsection (3) for that
year: and

(b) the cost base of the assets added to the pool
during the year of income.": and
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(b)

Inconte Tax (Antendment) Bill

by repealing subsections (5), (13). ( t4) and (16).

2023

10. Repeal of section 2?A of principal Act
The principal Act is amended by repealing section 27A.

ll. Amendment of section 29 of principal Act
Section 29 ofprincipal Act is amcnded by repealing subsection ( la).

12, Amcndmcnt of section 38 of principel Act
Section 38 of the principal Act is amended by inserting immediately
atter subsectron (5), the following-

"(5a) Notwithstanding the provisions of this section, a taxpayer
who after a period of five years of income carries for*ard
assessed losses shall only be allowed a deduction of fifty
percent ofthe loss carried fonvard at the beginning ofthe
following year of income in determinlng the taxpayer's
chargeable income in the subsequent years of income."

13. Repeal of sections 49,50 and 54 of principrl Act
The principal Act is amended by repealing seaions 49. 50 and 54.

14. Amendment of scctiotr 77 of principal Act
Section 77 ofprincipalAct is amended in subsection (2) by substituting
for paragraph 1d) the following-

"(d) section ll8B shall not apply on the cancellation of the

transferee's shares in the liquidated company."

15. Amendment of section 79 of principel Act
Section 79 ot'the principal Act is arnended-

(a) in paragraph () b.'- repealing subparagraph (iii); and

(b) by inscrting imrnediately after paragraph () thc
lbllowrng- -
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Bill No. 5 Income Tax (Amendmentl Bitl 2023

"(a) an amount arising from the disposal of industrial
property or htellectual property used in Ugand4".

16. Inscrtion of section 86A of principel Act
The principal Act is amended by inserting immediately after section
86 the following-

'86A. Teretion of non-rcsidents providing digital services
(l) A tax is imposed on every non-resident person

derivrng income from providing digital services in Uganda to a
customer in Uganda at the rate prescribed in Part IV of the Third
Schedule to this Act.

(2) For the purposes of subsection (l), income is
derived from providing a digital servicc in Uganda to a customer
in Uganda, if the digital service is delivercd over the intemet.
electronic network or an online platform.

(3) For the purposes of this section "digital service"
includes-

(a)

(b)

(c) services delivered through an online markct
place or intermediation platform, including an
accommodation online market place. a vehicle hire
online market place and any other transport online
market place;

(d) digital content serlyrces, including accessing and
downloading of digital content;

online gaming services;

cloud computing services;
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online advertising services:

data services;

(e)
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Bill No.5 2U23

G)

(h) services, other than those services in thls subsection.
delivered through a social media plattbrm or an
intemet search engine; and

any other digital services as the Minister may
prescribe by statutory instrument made under this
Act.

(i)

17. Amendment of section 87 of principal Act
Section 87 of principal Act is amended-

(a) in the headnote by inserting immediately after number
"86" number "86A": and

(b) in subsection (l) by inserting immediately after number
"86 (4)" the number "86A".

18. Amendment of section E9A of principal Act
Section 89A of the principal Act is amended in subsection (4) by
deleting the reference to subsection "(3)".

19, Amendncnt of section E9GC of principal Act
Section 89CC of the principal Act is amended in subsection (4) by

inserting immediately after the words "section 27". the words "or 31".

20. Amendment of section E9GE of principal Act
Section 89GE of the principal Act is amended in subsection ( I ) (a) by
dcleting the words "the whole or".

21. Amendment of scction E9O of principel Act
Section 89O of the principal Act is amended in subsection (l) (a) by
deletrng the word "(b)".

lncone Ths lAnrendment) Bill

data ware housing;
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Bill No. 5 Income Tbx lAmendment) Bill 2023

22. Substitution of section l18B of principal Act
The principal Act is amended by substltuting for section ll8B the
following-

'll8B. Withholding of tax by the purchaser of en esset
(l) A person who purchases an asset situated in

Uganda shall withhold tax on the gross amount of the payment,
at the rate prcscribed in Part VIll ofthe Third Schedule to this
Act.

(2)

(a)

(b)

Subsection (1) shall not apply to-
transGr of assets betw'een spouses;

a ransfer of assets hetween a former spouse
as part of a divorce setrlement or bona fide
separation agreementi

(c) an involuntary disposal ofan asset !o the extent to
which the proceeds ofthe disposal are reinvcsted
in an asset of a like kind within one year of the
disposal;

(d) the transmission of an asset forming the estate of
the deceased tax payer to a trustee or beneficiary;
or

(e) the sale of the investment interest ofa registered
venture capital fund. if at least fifty percent of
the proceeds on sale is reinvested within the year
of income.

(3) For purposes of this section. "asset" means
a resource rvith economic vrlue that is expected to provide a
future benefit to its holder hut does not include trading stock."
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23. Substitution ofsection llSC of principrl Act
The principal Act is amended by substituting for section ll8C the
tbllowing-

*l l8C. Withholding of tex on pryments for winnings of
betting

A person who makes payment for winnings of betting shall
withhold tax on the gross amount of the payment at the rate
prescribed in Part X of the Third Schedule to this AcL"

24. Insertion of section llEl in principal Act

"llEI. tflithholding trx on profit paid or creditcd to e
participent of a collective invcstmcnt scheme
( I ) A person who credits or makes paymcnt ofa profit

on the contribution to a participant of a collective investment
scheme shall wrthhold tax on the profrt at the rate prescribed 1n

Part KV of the Third Schedule !o this Act.

(2 ) Notw ithstanding subsection ( I ), a participant who
contributes to more than one collective investment scheme and
whose contribution. in aggregate, exceeds one hundred million
shillings within a year of income, shall fumish a retum and pay

tax at the rate prescribed in Part XIV of the Third Schedule to
this Act and section 128 13) shall apply.

(3) For purposes ofthis section "contribution" includes
deposits made by a participant to a collective investment scheme
and undistributed profis, if any."

25. Amendment of section 122 of principel Act
Section 122 of the principal Act is amended by inse(ing immediately
after paragraph (ab) the following-
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Bill No. 5 Income Tax (Amendmentl Bill 2023

(aba) tax has been withheld under sections ll8B and ll8l.
on the purchase of the asset and payment of a profit on
contribution to a participant of a collective investment
scheme respectively;".

26. Amendment of sectioo 136 of principrl Act
Section 136 of the principal Act is amended by repealing subsection (8).

27. Amcndment of First Schedule of principal Act
The First Schedule to principal Act is amended by inserting the
following in rts appropriate alphabetical position-

'ZEP-RE (PTA Reinsurance Company)"

28. Amendment of Third Schedulc to principal Act
The Third Schedule to the principal Act is amended-

(a) in Part lV, by inserting immedrately after item 2 the
following-

'3. The income tax rate applicable to a non-
resident deriving income from digital services is 57o.";

(b) in Part Vlll item 2. by substituting the word *10%" with
the word "57o";

(c) in Part Vlll, by repealing item 3;

(d) in Part X by deleting the words "or gaming"l and
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(e)

lncome Tux (Amcndment) Btll 2023

by inserting immediately after Part XIII the following-

sections 20 (ah) and I l8l

"Part XIV

Withholding tax rete on profit payrble ao perticipents
of collective investment schemes

ltem
Contribution of
participant to a collective
investment scheme

ltate of ta\

(a) Contribution of a

participant to collective
invesfrnent scheme not
exceeding one hundred
million shillings

-5o/o of the total
profit paid or
credited to the
participant of
the collective
investment scheme

b)( conribution by a
pa(icipant of a collective
investment scheme

exceeding one hundred
million shillings

l5Yo of the total
profit paid or
credited to the
participant of
the collective
invesEnent scheme

t2


