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Govornmonl conhnueq
losing billions through
tax incentives, weak
enforcement, and low
compliance, raising

and economic lmpnct

BY ARTHUR ANNOLD WADERO

ariament this past week enacted
fre<h tnxes to be enforeed through

seven picces of legislation.

From the onset, government indi-
cated that at least Shs4 8 trillion would :
be mised by the fresh taxes alone topars
tially fund the povernments Shs84.2 tril-
lion Rudpet. Although the government
imposes tough taxes to mohilise revenue,
it also creates a litany of tax relief forms :
that are extended to various entities and

businesses.

Mr Robert Mbazira, a senior associate :
and tax manager at Emst & Young, sys:
*Uganda uses a mix of income tax ex- :
emptions, tax holidays, VAT [Value Add- :
od Tayland customs reliefsand tarpeted
INcentives to encournge investment job

avation.exporfs, and industnialisation.”

“These are administered mainly :
through the Income Tax Act (Cap.338) :
and supporting tax laws, often in collab- :
oration with the Uganda Investment Au- :

thonity"he added.

For instance, he says, the income tax ex-
emptions and tax holidays relief are ex- :
tended to,among others, export-led busi- :
nesses; industrial parks and free zones; :
start-ups established by ditizens; and sec- :

torspedfic exemptions.

These include VAT and Customs Du- :
ty Reliefs, which cater for the importa- :
tion of plant and machinery. The other :
form of tax relief is the employment-re- :
lated tax incentives, which, according to :
Mr Mbazira, is extended to “employers :
who demonstrate that at least five per- :
cent of their full-time employees are per- :
sons with disabilities, who qualify fora :

two percent reduction in income tax pay-
able”

In essence, Mr Mbazira says: “These tax :
reliefs are designed to attract both lo- :
cal and foreign investment, support in- :
dustrialisation and value addition, pro- :
mote exports and foreign exchange in- :
flows, encourage job creation and skills :
development,and reduce the cost of do- :

ing business in priority sectors.™
So,whatistheloss?

Authors of Uganda's tax laws at the :
Ministry of inance have, in the past five :
financial years (FY), aggregated the con- :
sequential tax losses incurred due to :

such forms of relief.

foregone, at Shs1.137 trillion (0.56 per-

cent of GDP), representing 32 percent of :

total tax expenditures”
Butwhere's the benefit?

Mr Mbazira says: “Some tax reliefs have :
delivered value, but many have not paid :
off in the way originally intended, espe- :
cially when measured against revenue :

loss jobs created,and spill-over benefits.

He says such relief forms stimulate in- :
vestment and capital formation,support :
export-led growth, and also encourage :

Workers package edible oil at the Bidco plant. Through the Excise Duty (A

A

Tax reliefs: Do lhe

concerns about fairness

) Bill, 2026,

donT

Pariament instructed Uganda Revenue Authority (URA) to collect Shs500 on every litro of cooking oil purchased in Um
financial year, which commences in June.PHOTO/FILE

Estimates of revenue forgone by tax head
(FY2019/2020 - FY2023/2024)

FY18/20) EY20/210 EY21/220 EY22/230 FY23/24
Total TE
(Shsbil- 2,467 2,860 3,180 3,665 3,609
lion)
Total TE - o
(% GDP) 1.76 1.93 1.95 2.00% 1.78%

SOURCE: TAX EXPENDITURES REPORT, FY 2023/24

formalisation and long-term tax com- :
pliance. He reasons that in so doing, the :
practice draws companies into the for- :
mal tax net, widens the tax base over :
: time and consequently improves com- :
: pliance culture once such tax incentives :
; expire.

The hard pinch...

Mr Mbazira argues that tax reliefs have :
led to high revenue haemorrhage,dispro- :
portionate benefit to large companies :
: and create a weak link between incen-

In the latest Tax Expenditures Re- :
port FY2023/2024, government record- :
ed a persistent revenue loss. Assess- :
ments done between FY2029/2020 and :
FY2023/2024 show that the heaviest for- :
gone taxes were posted in FY2021/2022 :
when a loss of Shs3.2 trillion was suf- :
fered and in FY2022/2023 when Shs3.7 :
trillion was incurred. The report details :
that through Customs Duty,government :
incurred “the highest share of revenue :

tives and jobs in Uganda’s economy.

“Although MNCs [multi-national com- :
panies] account for less than two per- :
cent of companies in Uganda, they dom- :
inate tax holiday beneficiaries. Domes- :
tic firms that benefit are mostly large, al-.
ready established companies,not SMEs :
[Small and Medium-sized Enterprises],” :

Mr Mbazira says.
He adds:“This undermines the core po-

: litical justification for incentives: jobs. :
: The biggest question from this perspec-
tive is whether we are buying enoughin- :

vestment, jobs and exports for the tax

: revenue that we give up while granting
: these exemptions as a country”

As a result, the government gets re- :
source-constrained,and yet it is required :
to fund key sectors such as health,educa- :
tion and infrastructure. In the long run, :
i Mr Mbazira reasons this forces the gov- :
ernment to fetch huge loans that get :

serviced at explosive rates that heavily
pinchinto the taxpayer’s bag.

el and basic goods like cooking oil as ev-
idenced in the tax structure endorsed by :
Pardiament in the past workweek.

For instance, through the Excise Duty :

: day, Parliament instructed Uganda Reve- :
i nue Authority (URA) to collect Shsso0on :

¢ everylitre of cooking oil,Shs300 on every :
kilogramme of sugar purchased in the :
*! Poortaxredresses?

new financial year.

: consistently reached the wider popula- :
tion. For most Ugandans, these reliefs do :

: sential public services like health,educa- :
: tion,and infrastructure.”

On the ovmll,MrMbanraopma:"I‘ax
: reliefs and exemptions trickle down on- :

: tive),the incentive is linked to clear out- :
comes (jobs,exports,local sourcing, tech-
nology transfer),and there is activemon- :
itoring and exit discipline (poor perform- :
ers lose the benefit).”

: leupbenefitsand trickle-down costs.” !

He concludes that “tax incentives can :

: gramme (TREP),which was formed toat:
¢ tract informal businesses into the main
: streamn econommy,widen the tax base and
i also ease URA tax collections, has no!
: paidoff.

He cites higher taxes imposed on fu- : H

(Amendment) Bill, 2026, passed on Tues-

“While tax incentives are expected to :
¢ stimulate growth, their benefitshavenot :

not reduce the cost of living or increase :
incomes,”Mr Julius Mukunda, the Exec- :
: utive Director of the Civil Society Budget :
: Advocacy Group (CSBAG), says. “Instead, :
they create a trade-off, as revenue fore- :
gone reduces resources available for es- :

: lywhen three conditions are met: thein-
: vestment is genuinely additional (would :
¢ not have happened without the incen- :

He adds: “When these conditions are :
absent, the economy experiences trick- :
: essence placed a five percent tax levy on

: help the economy grow, but if they are
poorly designed, the benefits rise to the
: top while the costs trickle down to ordi:
720 ; naryUgandans®

What about other taxleakages...?

Taxpayer Registration Expansion Pro-

Audits done on the URA finandial state-
ments for FY2024/2025 showed that a
i least 728, 640wexeaddedmtothetaxm§
ister, thereby expanding the size of reg:
¢ istered taxpayers to 5,251,874.Sadly, on
Iy 20 percent of these are active. The lat
est Office of the Auditor General report
: faults URA for not considering other clus-

ters of potential taxpayers for inclusion

in theregister

TheTax Appeals Tribunal (TAT),a body
established by Tax Appeals Tribunal
Amendment Cap 341 to expressly han-
dle and dispose of tax grievances, is in-
creasingly overburdened with assess

ments by Auditor General Edward Akol, :
: work Paper indicated total expenditure

showing that “the average resolution
time was 10 months” as of December
2025.“The Tax Appeals Tribunalis facing
arapidly growing and high-value back:
: log of tax cases due to weak case dispos-

: al capacity,prolonged delays,and limited :
public awareness of its mandate,' there- :

: portreadsinpart.

Consequently,“as a result of delays in
resolution shown above, the pending cas
es have risen from 169 in FY2022/2023 to

476 in FY2024/2025, and the value of un-

E resolved disputes stands at Shs1.5 tril

: lion”

i Missesindigitaltax?
In the FY2023/2024, Uganda imposed :

the Digital Service Tax (DST), which in
major digital platforms in Uganda.

TAXES

. Cuatoms Duty: Tha highasy
ahara of raventa foragons,
at Shat 137h (0.56 parcant of
GDP), ,-..prmnnllnp 32 pareay,
of total Tax Expanditiras (Te
.VAT: Tha raventia foragoria
from VAT TEa daclinad from
Shat,113.21h (0.61 parcant of
GDP)mFY?O??/?O?’Hq g
677.27b (0.34 parcent n".ru.
inFY2023/2024.

«Emerging Davelopmentin T¢
roporting in Uganda: Althoug),
the following two aspects arq
not TEsunder tha current
Benchmark Tax System (BT',,
they have bean captured in th,,
TE report for the first time;
a) Aid-Funded Projects:in
FY2023/2024,0.22 percant
of GDPisforgona through VAT
and customs exemptiona on ajy
funded projects.
b) Government Commitmeants
The expenditura incurred by
Government on behalfof tax-
payers, whichis approximatal,
0.1percent of GDP, has baan
captured for FY2023/2024.
Source: Tax Expenditures Ra. ‘
port, FY2023/24

At the time, it was 1nt|c1p1tm| thay

: these streams would channel in oz, ,

taxes for Uganda,but government ayy;,
mnductedeeccmtrrhst'/mrrwm,,,
dlspleasmgoutwmc Uganda l:nI)un,,J
hs29.58b in FY2024/2025 from 82 (.

: pliant providers through DST and vxy-
: Auditor General Akol said.

This was because“major providersty,.,
are not registered for DST and are ,,,
paying taxes on income earned fro
Ugandan users.” Worse still, it was ;.
overed that technocrats at the Ministy,,
f Finance enacted laws without prop..
enforcement measures. “URA currer}.
cks a payment gateway MOMItoring s,
em, making it difficult to quantify hey,
much income these companies eary,
rom Uganda, further limiting enforce.

¢ ment,” Mr Akol said.“Uganda is lf)’iln')'
: revenue tosome of the world's most pros.

table digital multinational companies *

Callforfaimess

While unveiling the Alternative Budget
Priorities for the FY2026/2027 on April 7,
Leader of the Opposition in Parliamen;

: (LoP)Joel Ssenyonryi questioned thecreq.

ibility of government's fiscal plan.
“At the outset, it is necessary to raise
matter of serious concern 2 the

! credibility and stability of the gO'-E'n
: ment’s fiscal framework. The resource

envelope, which forms the foundation
fthe National Budget,continues toshisy
in a manner that raises more questions
than answers,”Mr Ssenyonyi said.

He added: “Whereas the Budget Frame.

estimates of Shs78.2 trillion with domes-
ic revenue projections of Shs41.5 tri)-
ion, the Minister of Finance has since in-
dicated that revised estimates of Shs84.2
trillion, with tax revenue projected at
hs44.5 trillion, will be tabled before Par-
liament”

Shadow Finance minister Ibrahim
Ssemujju Nganda reckons that the gov-
emnment’s“multiple taxation is affecting
business survival in the country”

Overall, Mr Ssemujju says: “A tax pol-
icy should be a tool for wealth creation,

ot wealth extraction from those who

: have the least.In the absence of a Com-

prehensive Taxation Policy that protects
the vulnerable, this Bill acts as a regres-

: siveweighton the neck of the struggling
: Ugandan”
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