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1.0 INTRODUCTION

The lncome Tox (Amendment) Bill, 2022 wos loid on 3l'r Morch 2022 ond
subsequently referred to the Commiltee on Finonce, Plonning ond Economic
Development for scrutiny.

Pursuont to Rule 205 of the Rules of Procedure of the Porlioment of Ugondo, we
hereby present o dissenting opinion from the mojority report.

2.0 AREA OF DISSENT

We dissented with the mojority report on the issue of rentol tox.

3.0 DISSENTING OBSERVATIONS

3.1 Renlol Tox lssues

Severol issues orise with the proposed rentol tox meosures porticulorly
discriminotion, impoct on citizens recovery ond risk of Ripple Nomi lnc.

3.1.1 Risk of Ripple Nomi lnc

|n2020, Government of Ugondo entered on qgreement with Ripple Nomi lnc with
the objective of increosing rentol tox collections. The Compony wos chorged with
identifying individuols ond corporotions who ore under poying or not poying
rentol tox by deploying o Tox Complionce System bosed on RippleNomi's
Blockchoin Visuolisotion Plotform. The system wos odopted os o reform in rentol
tox collections.

The proposed omendments in Clouses 3, 5 ond l2 of the Bill ore on indicotion of
o foiled reform thot wos expected to develop o Rentol Geogrophicol lnformotion
System solution in Ugondot.

It hos however been noted thot the compony is underperforming on its
obligotions on the ogreement. For instonce, the Compony wos expected to
contribute to the reolisotion of UGX 

.l70 
billion in FY 2020/21. Unfortunotely, the

solution hos never been implemented2. The Committee wos informed by the
Ugondo Revenue Authority (URA) thot solution is expected to be implemented in
June 2022.

1 Minisiry of Finonce, Plonning ond Economic Developmenl, 2020. Press Releose - Government signs
Agreemenl with RippleNomi lnc for RentolTox Complionce System
2 Ministry of Finonce, Plonning ond Economic Developmenl, 2021. Bockground to the Budget Fiscol Yeor
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Nonetheless, UGX 117.24 billion wos octuolised in FY2020/21 without effort of
Ripple Nomi lnc. A short foll of UGX 52.76 billions off the torget. lnsteod of holding
the compony occountoble for its foilure to execute the controct, Government
hos resorted to fixing the foiled solution ond deficit with fiscol interventions.

Toble 1: Performonce of Rentol Tox for lhe FY2017 /18 - FY2O2O/21

Descriplion
Rentol Tox

Source: URA

tY 2017 /18
BB.Z5

FY 201 8/r 9
I r 5.23

tY 2019120
,l03.69

FY 2020121
| 17 .24

Following review of the ogreement between Government ond Ripple Nomi lnc,
severol concerns were noted. Government did not source the compony through
o competitive process. The ogreement entered wos poorly negotioted ond
contoins provisions thot ore non-beneficiol to the country. The following ore the
criticol ospects of the ogreement:

o) The project only operotes in Greoter Kompolo Metropoliton Areo thot
comprises qll the Divisions of Kompolo City os well os neighboring
municipolities of Mukono, Entebbe, Nonsono ond Wokiso (Porogroph 5.3);

b) Even without ony effort, the compony is entitled to o shore of l5% of net
rentol income tox collected by URA (Porogroph 5.7.2):

c) After every quorter of o finonciol yeor, revenue shoring poyments ore
mode ofter 30 doys (Porogroph 5.7.3);

d) Foilure to remit revenue shoring poyments ottrocts on interest of l2% per
onnum (Porogroph 5.7 .4);

e) Project Monogers for the Government ond compony hove outhority to oct
on beholf of their respective porties in oll motters regording the project
(Porogroph 5.7.1 l);

f) Government is expected to ossign on Executive Project Sponsor to oversee
the project of high level ond ossist in removing roodblocks (Porogroph
5.7.1 l);

g) Government to provide the compony with office spoce, supplies, furniture,
internet ond other focilities (Porogroph 6..l(b));

h) Focilities, softwore, hordwore or other resources required for Ripple Nomi
lnc performonce of services will be borne by Government (Porogroph
6.r (d));

i) Tox exemptions for import, export or re-import or re-export ond movement
focilities relqted to the development, deployment ond implementotion of
tox complionce system (Porogroph 6.1(j));

j) Government woived cloim to sovereign immunity (Porogroph 6.8); ond
k) Provision to terminote ogreement if rentol tox complionce system is not

setup within 1 yeor from commencement dote of no cost (Porogroph 7.1).

3 Ugondo Revenue Authority, 202,l. Annuol Revenue Performonce Report tor FY202O|21
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Bosed on the obove provisions porticulorly Porograph 5.7 .2 of the Agreement, it
con be noted thot ony increment orising from the proposed omendment will
benefit Ripple Nomi lnc o shore of 15% of the net increment of rentol tox. This is

unfoir for the odditionol rentol income inFY2022/23will lorgely be reolized from o
fiscol meosure not the prowess of the interventions of Ripple Nomi lnc.

It is now 2 yeors since the signing of the controct but the Ripple Nomi Softwore is

still under development ond not yet in operotion. Despite the non-performonce,
Government extended the ogreement by odditionol2 yeors so thot it ends in2027
insteod of terminoting it os provided in Porogroph 7 .1 .

3.1.2 Discriminotion

The losers in the proposed omendment ore individuols ond portnerships who will
no longer be entitled to expenditure or loss deductions. These ore to be subjected
to o flot rote of 12%lox of the gross rentol income.

Toble I: lllustrotion of lhe effect of the proposed Renlol Tox Amendmenl

CATEGORY

lndividuol
ond portners

o) Compony

b) Trustee of
o Trust or
Retirement
Fund

CURRENT LAW (r)
(A) Annuol rentol
income = UGX l0 million

(B) Less ollowoble
deduction (75%) = UGX
7.5 million

Chorgeoble incorrle
(A-B) = UGX 2.5 million

Poyoble rentol tox
(30%) = UGX 750.000
(A) Annuol rentol
income = UGX l0 million

(B) Less ollowoble
deduction (75%) = UGX
7.5 million

Chorgeoble income
(A-B) = UGX 2.5 million

Brrr (2)
Annuol rentol inCome =
UGX l0 million

VARTANCE (2-1)
ucx 450,000

Chorgeoble income
UGX 10 million

Poyoble rentol lox (12%)

= UGX 1.2 million

(A) Annuolrentol income UGX 750,000
= UGX l0 million

(B) Less ollowoble
deduction (50%) = UGX 5
million

Chorgeoble income (A-
B) =UGX5million
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CATEGORY CURRENT LAW (r)
Poyoble rentol
(30%) = UGX 750,000

Brrr (2)
tox Poyoble rentol tox (30%)

= UGX I.5 million

VARTANCE (2- r )

Source: OLOP

It is olso importont to note thot trusts, componies ond retirement funds would
benefit from the 50% expenditure or loss deductions in o yeor of income unlike
individuols or portnerships. This is discriminotory. lndividuols or portnerships olso
incur expenses or losses especiolly repoirs when generoting rentol income.

3.1.3 lmpocl on Recovery of Cilizens

Additionolly, citizens ore recovering from the odverse impocts of COVID-.l9
pondemic porticulorly the lockdowns thot distorted their livelihood. Mony
individuols rely on rentol income to poy school fees ond meet medicol expenses.
Hence ony meosure thot increoses their rentol tox depletes their disposoble
income omidst escoloting inflotion ond commodity prices.

Furthermore, ony increment in poyoble rentol income increoses vulnerobility of
businesses hit by COVID-,l9, stoff who were loid off or suffered o reduction of
woges. lt would therefore be prudent not to increose rentol tox when citizens ore
struggling to revive their livelihoods.

Recommendolion

The current provisions on rentol fox shou/d not be omended. This will ensure
moinfenonce of rentol fox rofes, stJpporf recovery of citizens ond prevent
enhoncing revenue shoring poymenfs of Ripp/e Nomi lnc through fisco/meosures.
This will o/so gront Porliomenf sufl'icient time fo ossess the performonce of fhe
Ripp/e Nomi lnc ogreement.
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4.0 PROPOSED AMENDMENTS

4.2 Delele CIouse 3

Justificolion

foensure stobilityof toxotionregimeondoffordobilityof rentinthe posf /ockdown
recovery phose.

To prevent enhoncing revenue shoring poymenfs of Ripp/e Nomi lnc through
fisco/meosures.

4.4 Delele Clouse 5

Jusfificofion

fo ensure non-discriminotion of rentoltox

4.5 Delele CIouse l2

Justificotion

fo ensure non-discriminotion of rentoltox

To prevent enhoncing revenue shoring poymenfs of Ripp/e Nomi lnc through
fisco/meosures.

5.0 coNcLUSroN

Rt. Hon. Speoker ond Members, I implore you to support the Minority report.

WE BEG TO SUBMIT
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MEMBERS ON THE COMMITTEE ON BUDGET WHO SIGNED THE MINORITY REPORT ON
THE TNCOME TAX (AMENDMENT) BILL, 2022

S/N NAME Signolure
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