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THE REPUBLIC OF UGANDA

IN THE TAX APPEALS TRIBUNAL AT KAMPALA

TAT APPLICATION NO. 252 OF 2022

MOIL UGANDA LIMITED .. .:c5icummsiisiccsniiniivimamusiivissisiiissmsinmas APPLICANT

VERSUS

UGANDA REVENUE AUTHORITY .....ccciuiiiiiniieecrinssnsenicennen. RESPONDENT

BEFORE: HON. CRYSTAL KABAJWARA, MS. CHRISTINE KATWE,
HON. WILLY NANGOSYAH

RULING

Introduction

1.

This ruling is in respect of an application challenging the demand for taxes

arising from a reconciliation by the Respondent of the Applicant's ledger,

where the Applicant seeks orders that:

(i) The Applicant is not liable to pay the taxes being demanded by the
Respondent.

(i)  Allthe Respondent’s claims in interest that arose prior to 30 June 2020
are unlawful.

(i) All the payments made by the Applicant in 2021 and 2022 and applied
by the Respondent to clear interest /penalties accumulated prior to 30
June 2020 were made in error.

(iv) Costs of this application should be provided for.



il Background Facts

2.  The Applicant deals in the importation and sale of petroleum products and
lubricants. On 19 October 2022, the Applicant received a demand notice
from the Respondent to pay Shs. 1,311,162,063 in VAT, Income Tax, rental
tax and PAYE arising out of the electronic ledgers.

3. Upon review of the ledgers, the Applicant found that the ledgers were
defective as they were not made in accordance with the tax laws and
therefore do not reflect the Applicant's true tax position. The payments in
the ledgers were misallocated, the interest was inflated as a result, and the
interest was not waived under Section 46 of the TPC Act.

4. On 24 October 2022, the Applicant sent an email to the Respondent
informing them of the various anomalies in the ledger and that the tax
liabilities do not arise out of any assessment, and neither any interest nor
any penalty was waived. On 19 November 2022, the Respondent upheld
their original position and issued a demand notice of Shs. 1,327,996,811 to
pay the outstanding liability.

5. On 30 January 2023, a joint reconciliation meeting was convened following
the Tribunal's temporary injunction directing the parties to undertake a
reconciliation exercise. During the joint reconciliation meeting, all verified
credits that had not initially appeared in the Applicant's ledger were duly
posted. An erroneous refund posting of Shs. 138,727,908 on the VAT
ledger, which had overstated the Applicant's credit position, was identified
and corrected. Payment redistributions that the Applicant specifically

requested were approved and applied.

6. However, the Applicant, still aggrieved by the Respondent’s decision, filed
this application in this Tribunal.

I, Issues for determination.

7. The key issue to be determined is whether the Applicant is liable to pay the
tax assessed.



V.

Representation and evidence

8.

10.

11.

12.

Mr. Robert Karigyenda represented the Applicant, while Ms. Amutuhaire
Doreen and Mr. Edmond Agaba appeared for the Respondent.

During cross-examination on 27 August 2025, the Applicant’s first witness,
Mr. Amin Ali Mohammed Manji (AW1), was questioned extensively on the
Applicant's tax ledgers, assessment notices, and the waiver of interest and
penalties. He confirmed that the assessment notices contained assessed

penal tax and references to interest payable on outstanding principal tax.

He further admitted that no interest had been paid on some assessed
amounts. However, he disputed the Respondent's assertion that interest
and penalties exceeding Shs. 700 million had been waived by June 2022.
AW1 acknowledged that prior to the enactment of section 40(c) of the Tax
Procedures Code Act (TPCA), the Applicant had outstanding interest and
penalties, although he stated that he was unaware whether some of those
liabilities had already been recovered through allocation of payments under
section 41 of the TPCA.

During re-examination, AW1 maintained that several assessments had
been issued without interest being assessed and explained that the
electronic ledger system was only introduced to taxpayers in 2020. He
further stated that the Applicant had objected to some assessments and
that discussions with URA were ongoing when the waiver provisions came

into force.

During cross-examination on 27 August 2025, the Applicant’s second
witness, Mr. Ahil Manji (AW2), was questioned on the disputed tax heads,
the Applicant’s alternative ledger analyses, and the computation of interest.
AW2 confirmed that the dispute concerned PAYE, rental tax, VAT, and
income tax, although he acknowledged that one of the demand notices did
not expressly include income tax.
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18.

He admitted that some of the interest reflected in the Applicant’s analyses
extended beyond June 2020 and further conceded that some alternative
VAT ledgers prepared by the Applicant did not contain outstanding VAT
interest.

AW2 nevertheless maintained that the Applicant's complaint was that the
interest had never been properly notified and that payments had not been
allocated correctly by URA. He also testified that different interest rates had
been applied during different periods and asserted that, had the waiver
provisions been properly implemented, the post-June 2020 interest would

not have continued accruing.

During examination-in-chief and cross-examination on 31 October 2025,
the Respondent’s witness, Mr. Enyasu Godfrey (RW1), who was attached
to the Ledger Reconciliation Unit, explained the operation of the
Respondent's electronic ledger system and the allocation of taxpayer
payments.

RW1 testified that the ledger automatically computes interest for late
payment and that payments made before July 2021 were allocated first to
principal, then penalties, then interest, beginning with the oldest
outstanding liabilities. He further explained that after June 2021, taxpayers
could direct which liabilities they intended to clear.

RW1 maintained that only interest and penalties outstanding as at 30 June
2020 qualified for waiver under section 40C, now section 46 of the TPCA,
and that already recovered interest could not be waived. He also stated that
the unpaid principal tax continued attracting fresh interest from 1 July 2020

onwards.

During cross-examination, RW1 admitted that certain figures on the PAYE
ledger did not tally and required “transformation.” He further acknowledged
that payments made after 2016 had been allocated to liabilities dating back
to periods before 2016, and stated that URA relied on earlier provisions of
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23,

the VAT Act and the Income Tax Act before the enactment of section 41 of
the TPCA. The Tribunal questioned the statutory basis for the retrospective

allocation practices and the rapid accumulation of interest on the ledgers.

During further cross-examination on 18 December 2025, RW1 admitted that
certain withholding tax credits had initially not been captured on the
Applicant's ledger because the taxpayers' TINs had not been entered by
withholding agents. He also acknowledged that erroneous postings had

occurred on the ledger and were later corrected.

RW1 confirmed that some pay_rﬁehts made several years later, including
payments made in 2017 and 2023, hed been allocated towards liabilities
dating back to 2010 and 2020 respectil:ely.‘ He further admitted that, in
some instances, the interest charged exceeded both the principal tax and
the penalties, and that no capping mechanism existed during the earlier
periods. - -

RW1 nevertheless malntalned that the lntereet in issue had already been

recovered before the waiver prowsmns came mto force and therefore did

not quallfy for waiver. He also’ exp!arned that taxpayers were not notified
whenever payments were allocater_;i__ to earlier liabilities and that such
allocations followed URA's practice' and section 41 of the TPCA.

During further cross-examination on 9 February 2026, RW1 testified that
the electronic ledger system was introduced in 2020 and that taxpayers
were only granted viewing access in 2021. He stated that taxpayers could

view transactions on the ledger but could not make adjustments.

RW1 admitted that, despite the claimed accuracy of the system, a Ledger
Reconciliation Unit was still required to address historical issues, missing
entries, unimplemented court orders, and erroneous postings, including an

erroneous refund of Shs. 138 million.
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He further conceded that no separate assessments for interest had ever
been issued and that taxpayers were not notified when payments were
allocated to earlier liabilities. RW1 nevertheless maintained that interest
could lawfully be demanded without a formal assessment because interest
was not static and depended on the timing of payment. During questioning
by counsel and the Tribunal, RW1 acknowledged that, prior to the TPCA,
there were no statutory allocation rules equivalent to section 41, and
admitted that the retrospective application of later provisions would not be

permissible.

During re-examination on 17 Fe_'t_:‘._rua.r*.,t 2026, RW1 reiterated that prior to
July 2021, URA allocated pay_ﬁiéﬁts first.to principal, then penalties, and
thereafter interest, beginning with the oldes_t'tiabilities. He further explained
that after June 2021, taxpayers could direct ﬁthich liabilities they intended
to settle. RWH1 mamtamed that section 46 of the TPCA only waived interest
and penaltles that remalned outstandlng as at 30 June 2020 and that any
unpaid. prlnclpal thereaﬂer contlnued to accrue fresh mterest from 1 July
2{}20 onwards : :

He also Justlf'ed URA's failure toi issue separate assessments for interest
on the basis that assessment notlces already warned taxpayers that unpaid
liabilities would attract interest. RW1 addltlonally clarified that an earlier
dlscrepancy in the PAYE Iedger arose from an incorrect manual
the TPCA, which deferred certaln payment deadlines to 31 December 2020.
Upon applying the correct due date, he stated that the interest figure

reflected on the ledger was accurate.

Y., Submissions by the Applicant

g

The Applicant submitted that this is a complex ledger system that
incorporates multiple factors, and it is necessary to first examine the
underlying issues raised by both parties and explored throughout the

hearings in this case.
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Whether the Applicant's payments were properly allocated

The Applicant submitted that the payment allocation adopted by the ledger
is not in accordance with the law, as S.38(1) (now S.41), and S.38(2) of the
Tax Procedures Code Act (“TPCA”) were applied retrospectively to periods
when the law was not in effect, thereby creating liabilities that could not

lawfully arise at the time the payments were made.

The Applicant contended that the Respondent's sole witness, Mr. Godfrey
Enyasu, RW1, testified in p.11 of his w_ithess statement that "the allocation
of payment made by the Respondent.... in the ledger is based on the
allocation rules as provided under S.41 of tire Tax Procedures Code Act,
Cap 343." While demonstrating the online ledger on 31 October 2025, RW1
stated that for periods before July 2021,.'bé|yments were allocated in the
order of principal, pehalty, interest, and to the oldest liability, whereas from
July 2021, the Rels'-b-o'ndent no longer allocated payments to the earliest
liability. In.July 2021, S.3_8(2) of'thej;TPCA was repeale”d:.' .Z s

Duﬁ_hgj,;ft;‘rbss—examination', the Appliqant- argued that RW1 admitted the

_;aI!:(:j;_r";at"idigj rule was applied retrospectively and that they were not guided on
‘the order of recovery prior to 2016. In Multi-Consults Limited v URA TAT

No. 72 of 2019, the Tribunal held that:

“The Respondent's application of S.38(2) of the TPCA, to payments made by
the Applicant in respect of the period prior to 1st July 2016, amounted to a
retfrospective application of the law and was therefore unlawful.”

The Applicant also relied on Eye Care Centre Uganda Limited v URA TAT
No. 91 of 2021, where the Tribunal again rejected retrospective allocation
of payments under later statutory provisions. It was proved that the rules
laid out in S.41, formerly S. 38(1), as well as S.38(2) of the TPC Act, were
applied to the tax periods from 2009 to 2016.

The Applicant submitted that the retrospective application of S.41 and S.
38(2) was further evidenced by AW2, Amin Ali Mohamed Maniji, in his
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witness statement and supported by AIDEX 1, AIDEX 2, AIDEX 3, AIDEX
4, which show the various payment registration numbers (“PRNs") that were
split by the Respondent in the ledger to recover liabilities in different tax
periods. This caused the taxpayer's ledger to be distorted and created
liabilities, in the form of interest, that did not exist under the legal framework

at the time the payments were made.

The Applicant argued that an example of this distortion was evident during
the cross-examination of RW1 on 18 December 2025, when he presented
the Applicant's electronic VAT ledger. For March 2020, the Applicant filed a
return of Shs. 3,881,828 and n‘_té&el'a corresponding payment under PRN
2200004635196 on 14 April 2020, within. the due date. Despite this, the
ledger split that payment into three portibné-and applied it to liabilities for
July, August, and September 2018. As a result the March 2020 principal
remained outstandmg and attracted interest of Shs 3 881,828, which was

only cleared through a Iater payment made on 17 .June 2023

S:m:larly |t was seen that a payment made on 24 February 2010 under PRN

) 2100000008560 is used to clear liabilities for the months of July 2010 and

' August 2010 These instances: durlng the demonstration directly support

the tabulation in -A_IDEX 2, wh:ct_t shows that the chain of reallocated
payments exlends’"és-f_ar back as Feﬁ_r'uary 2010 and as far as June 2023.
Both of these periods'*féu outside the 2016-2021 period, during which the
earliest liability rule was in- effeet Therefore, the payment allocation made
by the Respondent was unlawful as before 1 July 2016, there was no legal
basis for the Respondent to apply S.41 (formerly S.38), and this illegality

consequently rendered the ledger balances invalid.

Whether the interest reflected in the ledger is lawfully recoverable

The Applicant submitted that the interest reflected in the Respondent's
ledger is not lawfully recoverable from the Applicant because it arose
through a process that lacked transparency as prescribed by S. 25(6)(b)
and S.42 of the TPC Act and instead arose as a result of unlawful

retrospective payment allocations. The Respondent's withess, RW1, stated

8
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in paragraph 10 of his witness statement that interest is not separately
assessed because it is not a new tax head but rather arises automatically
as a consequence of non-payment of tax and that such interest is reflected

directly on the taxpayer's ledger.

The Applicant contended that the specific interest reflected in the ledger
was not generated through a lawful process. During the demonstration of
the ledger, it was shown that the balances currently appearing on the
Respondent's ledger are not the result of straightforward unpaid tax but of
retrospective payment allocations made through an electronic ledger
system introduced only in 2020, with taxpayer access granted only in 2021.

Yet the ledger reaches back to periods as early as 2009.

The Applicant argued that this means that f.o"r 'IQGEr a decade, the Applicant
had no direct visibiIi:ty_;b'ff'hpw.payments were beinQ 'allocated, how balances
were being carried forWard how interest was being computed or whether
legal chan"gés introducéd_ over the years were being retr'o-spectively applied

to earlier payments. The Abplli_cant's ir_jteres:gt. accrued as at June 2020 stood

at Shs. 2,412,541,118, while the amount waived was only Shs.700,026,550.

The clear implication is that Shs. 1,712,514,568 had already been absorbed
through prior'péym_ent allocations towards interest recovery, without the

Applicant being awei_re that such interest even existed

The Applicant maintainéd 'Ehat_ the retrospective allocations also put an
impossible burden on the taxﬁayer to know and clear their liabilities for a
past period based on a law introduced in the future. RW1 stated during
cross-examination that the ledger system was introduced in 2020 and the
taxpayer was given access rights to the system in 2021. When asked
whether taxpayers were ever informed that a later law may be applied

retrospectively and change their payments, RW1 responded negatively.

The Applicant submitted that interest cannot be treated as automatically
enforceable where the taxpayer was not in a position to understand how

the underlying balance itself was created. This is particularly important in

9
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the present case because the Respondent's own evidence shows that the
underlying balances were altered by the retrospective application of Section
41 of the Tax Procedures Code Act, a provision that did not exist when many
of the payments were made. Once those old payments were reallocated,
new balances emerged and interest then accumulated upon those
reconstructed balances. The interest now demanded is not merely statutory
interest arising naturally from unpaid tax. It is interest generated from
retrospective ledger restructuring.

The Applicant maintained that it would béi'unjust and unlawful to charge the
taxpayer interest dating back to ;:.-éri.'c)d;-; before 1 July 2016, when neither
the ledger nor the laws being i'h"\ple:rﬁe_rt:tgq_ in the ledger, particularly S.41
of the TPCA, were in effect at the time.:';ﬁ.'ifté:xp,ayer cannot be expected to
object to or even clear liabilities that are irﬁ:t::s:ible not duly informed and
generated mtemally through a system to which they had no access at the
material time. En  uma '

Counsel for the Appllcant argued that lnterest cannot became lawful merely

__;because it appears on a Iedger espemally |f the process that generated it

s itself Iega]ly defective. In fact, by the time the Appllcant was finally able

to access the: Iedger in 2021 and gwen the opportunity to reconcile the
balances that had: been created, many of the underlying periods were
already far beyond the statutory record retention requirement as laid out in
Section 15 of the TPCA, whlc_:h. requires a taxpayer to maintain records for

up to 5 years.

The Applicant contended that the law cannot, on one hand, relieve a
taxpayer of the obligation to preserve records after five years and, on the
other hand, permit liabilities to be enforced through retrospective ledger
reconstruction that requires explanations for periods far beyond that
statutory limit. Further, it is worth noting that the electronic ledger system
itself, extending back to 2009 and forming the foundation of the disputed
liability, is not expressly prescribed under any law as a basis for imposing

retrospective tax on a taxpayer. This becomes even more critical when

10



43.

44,

45.

viewed against Article 152(1) of the Constitution of Uganda, which provides
that no tax shall be imposed except under the authority of an Act of

Parliament.

The Applicant maintained that in these circumstances, the consequences
of reconciling ledger entries dating back more than a decade cannot lawfully
be shifted onto the taxpayer, particularly where the taxpayer had neither the
statutory obligation to retain records for those periods nor access to the
system at the material time. For that reason, the interest reflected in the
electronic ledger should not be enforced against the Applicant, because it
arises from unlawful retrospective allocations and a process that deprived
the Applicant of a genuine, tii'hély r::p:lpcdrt_unityr to understand and contest or

even pay the liabilities at the time they were supposedly being created.

Whether the tax walver as prescribed in S. 46 of the TPC Act was
applied correctly E

The Applicant submitted that the :t"..ax;, waiver prescribelﬂ 'lby law was not
correctly applied by the'F:{@espondent‘ as the misallocation of payments

distc?a"r_'téd. the ledger and w}dhgfullly;idr,éatedl'iﬁ{ére;;t liabilities for periods

“whose principal taxes were ::-:_si'_llrféialdy paid. These liabilities were then

recovered through payments meant to clear the principal taxes for the
subsequent peridds;':._over three yeér'_sl_ after the waiver, the interest kept
accruing and when 'rt.-_w:;\s finally done, interest started accruing on the

principal of June 2023 whose,payment was used to clear March 2020.

Counsel for the Applicant contended that despite having made payments
against the principal taxes, the payments were being used to recover
interest. As far as the taxpayer was concerned, they paid their principal
assessed liability regularly and expected the interest if any to be waived in
accordance with S.46 of the TPC Act because at the time of the waiver,
they had access merely to the law and their records, not the Respondent's

internal system.

1



46. The Applicant relied on the case of K-Files v URA TAT No. 69 of 2021,

47.

5 accordance wuth the law.

where the Tribunal held that:

The Respondent did nat notify the Applicant on any interest liability. What the
Applicant calls outstanding interest and penalty is what the Respondent calls
principal tax outstanding. If the Respondent had naolified the Applicant of
interest and penalty in timely fashion, this dispute would not have arisen. A
taxpayer should be treated fairly. S. 40(C) of the TPC Act waived any
interest and penalty outstanding as at 30 June 2020. If the respondent were
to reconcile ledgers, where it uses payments made by taxpayers lto first pay
interest and penalty and not principal tax, one may not be wrong to view it
as an attempt to circumvent S. 40((.‘.) of the TPC Act, especially where the
legislature did not mention.-’ﬁ{jw-:thé_knterest and penalty it waived should be
arrived at. Where there is doubt to fhé-'appﬁcatfon of a law, the taxpayer

takes benefit.

The Applicant arguét;l -ft_lzié"t_ in line with that author’iiy allinterest and penalties
outstanding as at 305'J'Uné"'2t")20 ought to have beéﬁ‘waived in its entirety
and the. Respondent should not rely _c_:_n_mtemal retrospectwe reallocations

to reduce the benefit mtended by a parllamentary waiver. The Applicant's

payments over the years were unlawfully mlsallocated by the Respondent.

VI. Submissions of the Respondent T

48.

49.

The Respondent submltted that the Appllcants electronic tax ledger
accurately reflects its true;tax._ posntlon and that the Applicant is fully liable
to pay the outstanding tax. 'F-t'x.'r::t.her, the assessments and demand notices
issued against the Applicant are lawful. What the Applicant characterises
as a retrospective and unlawful administrative system is on any fair reading

of the evidence and the law nothing of the sort.

Whether the Applicant's Payments Were Properly Allocated

The Respondent contended that the Applicant's argument that the
Respondent retrospectively applied Section 41 of the TPCA (formerly
Section 38) to periods prior to July 2016, thereby creating liabilities that did

not lawfully exist at the time fundamentally mischaracterises how the

12
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53.

payment allocation in the tax ledger operates and it conflates the act of

recording historic liabilities with the act of imposing new ones.

Counsel for the Respondent quoted Section 41 of the Tax Procedures
Code Act (TPCA), which states that;

“When a taxpayer is liable for penal tax and interest in relation to a tax liability
and the taxpayer makes a payment that is less than the total amount of tax,

penal tax, and interest due, the amount paid is applied in the following order
(a) in payment of the principal tax;

(b) in payment of penal tax, and

(c) the balance remaining is applied aQaip;f the interest due.”

The Respondent submitted that Section 41{2) prior to its repeal in July
2021, further required that the allocation be made to the earliest liability first.
This framework has been on the statute book smcethe TPCA came into
force on 1July 2016, when it was then numbered Section 38. It has applied
to every ﬁéyment made by the Appli&éht[{rpm that date onwards, precisely

as Parliament enacted it.

The Respohdg_n_t argued that thelr witness, Mr. Enyasu Godfrey (RW1)
explained the h;i'é_cha,nics to the Tr.iﬁqrnal in clear and straightforward terms
that the ledger is divided into two, th;.z_ut:]s the period before July 2021 and
the period after June 2021.In the period before July 2021, Section 41 of
the Tax Procedure Code Act, Cap 343 is applied in full. In the order of
principal, penalty and Interest and to the earliest liability as provided for
under Section 41(2). After June 2021, the payments are allocated in the
order of principal, penalty, interest but not to the earliest liability following
the repeal of Section 41(2) of the TPCA. The taxpayer through the URA

portal is able to select which liability is clearing on the ledger."

The Respondent submitted that the real issue concerns the period before
July 2016 because the Applicant's tax history does not begin in 2016. It
begins in 2009. For the pre-TPCA period, the governing framework was

13
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56.

Section 104 of the Income Tax Act and Section 35 of the Value Added
Tax Act both since repealed but fully operative at the time. Those provisions
declared that tax payable under a tax law was a debt due to the Government
payable to the Commissioner General in a manner and at a place
determined by the Commissioner General.

The Respondent contended that the language is unambiguous. It vested in
the Commissioner General express and broad authority to determine the
manner of payment recovery including the order in which incoming
payments reduced outstanding debts. 'Re_covery to the earliest outstanding
liability was the method applied under that authority and there was nothing
unlawful about it. This is, therefore emphahoally not a case of a new law
being imposed on old transactions. The Respondent did not reach back and
create liabilities where none had existed. '

Counsel for the Respondent argued that the Ilabllltles principal tax,
penaiﬂes and interest arose from the Applicant's own selfﬂassessments and
from _ adm|n|strat|ve assessments that were proper[y raised and

communloated at the time. The allocatlon framework did not generate those

: Isabllitles It 5|mply determlned the order in whlch the Applicant's payments

reduced them. Allocatlng a payment made in say, 2012 against the earliest
outstanding batance is not retrospeotlve legislation, it is elementary debt
administration.

Counsel for the Respond_e_nt__, submitted that Multi-Consults case the
Applicant heavily relied is f'a:.ctually distinct in a material respect. The
Tribunal's concern in multi-consults was with the specific sub-rules
introduced by the TPCA in 2016 being mechanically applied to transactions
that pre-dated the statute's commencement. In the present matter, the
Respondent's case is that no such extension occurred. For the pre-TPCA
period, allocation was carried out under the authority of Section 104 of the
Income Tax Act and Section 35 of the VAT Act provisions that were in force
throughout and that provided the Commissioner General with the
necessary legal authority. The Respondent did not apply the TPCA's

14
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allocation rules to pre-2016 transactions. It applied the law that was actually
in force at the time.

Similarly, Eye Care Centre Uganda Limited v URA, TAT No. 91 of 2021
raises no different point. The concern in that case was with the importation
of later statutory rules into an earlier period in which they had no application.
The present case does not raise that concern, for the reasons already
given. The Respondent operated on a coherent and continuously lawful
basis throughout. The pre-TPCA payments were administered under the
Commissioner General's debt rece_very authority; post-TPCA payments
were allocated under Section 41: = |

Counsel for the Respondeni'qubted S"ectic_in 9713) of the Tax Procedures
Code Act expressly provides that;

“a tax liability théf"arose before the commencement of this Act may be
recovered under !h.'s Act bur w;thout prejudice to any actron already taken
for recovery of the tax . e T

Counsel for the Respondent argued that Parhament therefore expressly

.authonsed the Respondent to deploy the mechanisms of the TPCA in the

prohibiting retrospectlve appllcanqn_fer recovery purposes, Section 97(3)
of the TPCA afﬁ'ri’ﬁe't_ively sanctione':if;-; Prior to the enactment of the TPCA,
equivalent recovery eﬁt'hpfity was ves{eﬂ in the Respondent under Section
104 of the Income Tax Act and Section 35 of the Value Added Tax Act,

Additionally, The TPCA did not disturb or supplant these pre-existing
recovery powers. It supplemented and consolidated them and by Section
97(3), confirmed that liabilities that arose under those earlier laws remain
fully recoverable under the current regime. It is therefore submitted that,
whether the Respondent's conduct is analysed under the pre-TPCA
framework or under the TPCA itself, the recovery of the Applicant's
outstanding tax liabilities was at all times lawful and properly authorised.
When a taxpayer made payments, the payments were applied to the

earliest outstanding liability in accordance with the law.

15
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The Respondent submitted that the payment allocation was carried out
lawfully throughout, on a sound statutory footing that existed continuously
from 2009 to date. It is not susceptible to challenge on grounds of

retrospectivity.

Whether the Interest Reflected in the Ledger Is Lawfully Recoverable

The Respondent quoted Section 136 of the Income Tax Act, now
(Section 148 of the Income Tax Act, Cap. 338 and Section 65 of the
Value Added Tax Act, Cap 349, now Section 39 of the Value Added Tax
Act, Cap 344 which provides that i_nter_e:s't accrues on any unpaid tax from
the date the tax became due. inte':resi.is therefore not a separate tax head
requiring an independent assessm'ent;i:t.-arises automatically by operation

of law when tax is not paid by the due dete.f_;- %

Counsel for the Respondent relied on Sectlon 42(1) of the TPCA which
provides that; &

"The fn-ferest paya bfeon unpaid tax under a tax law shal be collected by the

: Cdni'mfssioner General in accordanee:-'w}fﬁl‘tm".s Art as if it were unpaid tax"”

The Respondent submitted that the spemf c mterest in the ledger was
generated through a lawful preeees The underlying principal tax liabilities
from which the mterest flows are themselves lawful. The assessments were
properly raised and commumcated Where the Applicant disputes the
computation, it had and exermsed the right to object. The interest is simply
the statutory consequence of unpaid principal tax remaining outstanding.
Important to note is the fact that, most of the Assessments whose interest
the Applicant disputes, were self-Assessments whereby the Applicant self-

assessed but made late payments that attracted interest.

The Respondent further contended that the Applicant's complaint that it had
no visibility over how interest was accruing prior to 2020 does not invalidate
the interest. Section 136 of the Income Tax Act, now (Section 148 of the
Income Tax Act, Cap. 338 and Section 65 of the Value Added Tax Act,
Cap 3489, now Section 39 of the Value Added Tax Act, Cap 344 does not

16
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require the Commissioner to separately notify a taxpayer of each
incremental accrual of interest in order for that interest to be enforceable.

Interest accrues by operation of law.

The Respondent argued that prior to the electronic ledger system,
taxpayers were not left without recourse. They could and were expected to
seek information about their tax position from URA offices and the
Respondent communicated outstanding liabilities through letters. During
cross-examination, AWI admitted that interest is payable on outstanding

principal amount and is not a new assessment in its self.

The Respondent submitted that the Applicant argued that because the
electronic ledger was only accessible to the taxpayers in 2020, the
Applicant was deprwed of meaningful transparency. This argument cannot
in law operate as a bar to the recovery of interest that is otherwise statutorily
due. The law does net cond|t|0n the accrual of interest on the existence of
a parllcular technological platform To accept the Apphcants argument
w::uld be to hold that taxpayers incur no interest liability for any period in
Wthh the URA had not yet mtroduced electronic Iedgers a proposition that

“has no ba,s_,ps in the tax statutes and would produce manifestly absurd

results.

The Respondent su-tirh:i'tte:d that the K-Files case (supra) relied on by the
Applicant was decided oﬁ'_it_s specific facts where the Respondent had
demonstrably failed to communicate interest and penalty information to the
taxpayer. Second, and more importantly, in K-Files the Tribunal held that

where there is doubt in the application of a law, the taxpayer takes benefit.

The Respondent submitted there is no genuine doubt here. The statutory
basis for interest recovery is clear and unambiguous. Interest follows
automatically from unpaid tax. The Respondent's ledger records, far from
being obscure, are now accessible to the Applicant and the electronic
ledger was demonstrated to the Tribunal during the hearing by Mr. Enyasu
Godfrey (RW1).
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71.

72,

73

The Respondent also noted that the Applicant's argument about Article
152(1) of the Constitution which provides that no tax shall be imposed
except under the authority of an Act of Parliament, is a non-starter in this
context. Interest on unpaid tax is explicitly authorised by multiple Acts of
Parliament. There is nothing in the Constitution that has been infringed.
Therefore, the interest reflected in the Applicant's ledger is lawfully

recoverable and enforceable against the Applicant.

Whether the Tax Waiver Under Section 46 of the TPCA Was Correctly
Applied

The Respondent submitted that th"e waiver was correctly applied in
accordance with the statute. Seetion 46 of the Tax Procedures Code Act,
Cap 343, provides for the weiper of outstanding interest and penalties that
were accrued and unpaid as at 30 June 2(‘120 The operative phrase is
critical. The waiver apphes to liabilities (interest and penaltles) outstanding
at that date. S R

The Respondent relled on Black‘s Law Dictionary 11th Edition which

def nes outstandlng as unpald uncollected“ The Respondent waived the

: :Appllcant‘s outstanding mterest and penaltles that were uncollected as at

30 June 2020 and such cemputatlon could not include interest that had
already been recevered It does not, and cannot, apply to interest and
penalties that had already been absorbed by prior payments before 30 June
2020. The Respondent's ewdence set out at paragraph 22 of RWIl's witness
statement and supported by the waiver table produced therein,
demonstrates that the Applicant in fact benefited from a total waiver of
Shs.733,362,570 across all tax heads, comprising Shs. 33,336,020 in

penalties waived and Shs. 700,026,550 in interest waived.

The Respondent contended that the Applicant's complaint appears to be
that had the payment allocation been done differently, that is, without
applying the earliest-liability rule then more interest would have remained
outstanding as at 30 June 2020 and thus more would have fallen within the

waiver. The payment allocation was lawful. It necessarily follows that the
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75.

76.

7.

computation of what was outstanding as at 30 June 2020, and therefore

eligible for waiver, was also correctly determined.

The Respondent maintained that post-waiver, interest continued to accrue
on all outstanding principal tax liabilities in accordance with Section 148 of
the Income Tax Act, Cap. 338 and Section 39 of the Value Added Tax
Act, Cap 344. This is consistent with the statutory framework and is not
disputed by the Applicant in principle. Any suggestion that post-waiver
interest is somehow tainted by pre-waiver allocation decisions is legally
untenable. The waiver was correctly applied, that the Applicant received the
full benefit it was entitled to, and that the post-waiver outstanding balances

are lawfully due.

The Applicant's Broader Constitutional énd Transparency Arguments

The Respondent 'submitted that they do not"aiépute that the electronic
ledger was only made accesmble to the Taxpayers in 2020. This was a
genuine improvement in tax administration, not an attempt to ambush
taxpayers Prior to the eiectronlc system taxpayers received demand

Ietters assessment notices and were able to query their position at URA

-'_o_ffces The law does not requure the existence of a particular

communications technology as a precondition for the enforceability of tax
liabilities. The Resp‘ondent's progressive modernisation of its administrative

systems should not be weaponised agéinst it.

On Section 15 of the TPCA'(fébord retention for 5 years). The Respondent
noted that Section 15 imposes an obligation on taxpayers to retain records,
it says nothing about the Commissioner's obligation or entitlement to
assess or collect tax within only that window. The Respondent's
assessments and demands are governed by the limitation provisions
applicable to tax assessments, which are separate from and not to be
confused with the record retention obligation.

The Respondent submitted that the payment allocation in the Applicant's

ledger was carried out lawfully. There was no unlawful retrospective
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application of the law. The interest reflected in the ledger arises
automatically by operation of law from the Appl cant's failure to pay principal
tax by the due date. It is lawfully recoverable. The waiver under Section 46
of the TPCA was correctly applied to all interest and penalties outstanding
(i.e., unpaid) as at 30 June 2020. The Applicant benefited from a waiver of
Shs. 733,362,570. The Applicant is therefore liable to pay the full

outstanding tax as set out in the reconciled ledger.

VIl The Applicant’s submissions in rejoinder

78. The Applicant submitted that there is a discrepancy in the year the

79,

80.

Respondent alleges that they intrdduced the ledger. The Respondent, in
their submissions, claims the electronlc Iedger system was introduced in
2016. However, this is dlrectly contradlcted by the sworn testimony of RW1,

who stated that the Iedger was introduced in 2020 and became accessible
to taxpayers only in: 2021 Thls mconmstency gaes to the reliability of the
ledger, and it is therefore of paramount importance to establlsh when it was
:ntroduced i R :

Th‘é__ pplicant contended that the R'e's*parid'ént""s*-re|iance on Section 35 of

ﬁ.the Value Added Tax Act and Sectlon 104 of the Income Tax Act as a lawful

basis for its payment allocation method is with respect unsustainable both
in law and on the ewdence before th[S Trlbunal Neither Section 35(1) of the
VAT Act nor Sectlon 104(1) of the Income Tax Act makes any reference
whatsoever to the allocatmn of payrnents across multiple tax liabilities. The
provisions merely state that

"tax payable under a tax law is a debt due to the Government payable to the

Commissioner General in a manner and at a place determined by the
Commissioner General.

Their purpose is therefore limited to establishing the nature of tax as a
recoverable debt and the administrative authority of the Commissioner

General to collect it.
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84.

The Applicant contended that a proper reading of Section 104 of the old
Income Tax Act (now Section 32 of the TPC Act), taken as a whole, confirms
that it does not provide any basis for payment allocation. While subsection
(1) establishes that tax payable constitutes a debt due to the Government,
subsection (2) complements this by setting out the enforcement mechanism
available where such tax remains unpaid. Section 104(2) stated:

(2) Tax that has not been paid when it is due and payable may be sued for and
recovered in any court of competent jurisdiction by the Commissioner acting in
the Commissioner's official name, subject to the general directions of the

Attorney General.

The Applicant maintained th'at_‘ it is settled law that each section in a statute
must be construed in its entirety. It is clear that the provisions in Section
104 of the Income Tax Act and Section 35 of the VAT Act concern the
existence of tax as a deb.t'-.ei;nd the steps the Commissioner may take upon
default. At no point do.eslit'ad:c'if:es:.sa,:whether expresé.ly-:or_ by implication,

how p_a_‘yrheﬁts are to be'a_llpcated' a-é‘rc_:s_s_ multiple liabilities or tax periods.

.::.'_\T_hé"rApbl:icant argued that theActs ;'fs'ilence on allocation is not incidental

but reflects its limited purpose,'éég-\jt'he Commissioner can use it to sue for
unpaid tax that is payable. Accordirié_lm it cannot be relied upon to justify a
structured allocation"me_thod‘ let a-llloné one applied retrospectively. The
Respondent's attempt to derive such a structured allocation regime from

these provisions is, with reéﬁéf_:lt_; an impermissible expansion of their scope.

The Applicant argued that while the Respondent characterises the
language of Section 35 and Section 104 as "unambiguous,” that assertion
does not withstand scrutiny when justifying payment allocation. The
provisions are entirely silent on allocation. They cannot be relied upon to
justify the recharacterisation of payments. In Uganda Revenue Authority
vs. Kajura, SCCA 09 of 2015, the Supreme Court, citing Cape Brandy
Syndicate v IRC [1921] 2 KB 64, reiterated the cardinal principle of

interpretation of tax statutes and held that;
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86.

87.

88.

“In a taxing Act, one has merely to look at what is clearly said. There is no
room for an intendment. There is no equity about tax. There is no
presumption as to a tax. Nothing is to be read in it nothing is to be implied.

One can only look fairly at the language used.”

The Applicant argued that the above principle is fatal when we consider the
fact that the payment allocation rules do not merely recover tax, but create
new tax liabilities in form of interest by determining which liabilities remain
outstanding. Parliament addressed allocation expressly in 2016 through
Section 38 of the Tax Procedurgs'cbde Act (now Section 41). The
provision relied upon by the Respo'ndént continues to exist under the Tax
Procedures Code Act as Sectioh "'32', ‘yet Parliament saw it necessary to
introduce a separate and detaileﬁ allocét':ion_ regime under Section 38 (now
Section 41). k-

The Applicant maiﬁiéihéd that if Section 35 and Séction_ 104 had already
provided.a ciear sufféient éhd:"""unambiguous" legal basis for payment
allocatlon as the Respondent claims, there would have been no need for

Parllament to enact Sechon 38 at all _nor to subsequently amend that

- regime by repeallng Section 41(2) |n 2021 which the Respondent agrees

to follow, desplte_._Secnon 32 of t_h_e TPC Act (formerly Section 104 of the
Income Tax Act a'h'c_i: Section 35 of the VAT Act) still being in effect.

The Applicant submittéd"tha.t the Respondent's own evidence directly
contradicts its present positzid‘n'." RW1 expressly testified that the allocation
of payments in the ledger is based on Section 41 of the Tax Procedures
Code Act and further admitted that such allocation was applied
retrospectively. He also stated that there was no guidance on the order of
recovery prior to 2016. These admissions are recorded in the proceedings

of 31 October 2025 and were not withdrawn.

The Applicant submitted that the demonstration of the electronic ledger
during the hearings of this matter further reinforced this position, clearly

showing that structured allocation rules, as prescribed in Section 41, were
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90.

91.

92.

applied to periods predating 2016. The Respondent's assertion that there
was no retrospective allocation" is inconsistent with the evidence before

this Tribunal and ought to be rejected.

The Applicant submitted that the Respondent's attempt to distinguish the
decisions in Multi-Consults Limited v URA TAT No. 71 of 2019 and Eye
Care Centre Uganda Limited v URA TAT No. 91 of 2021 is, with respect,
misleading. Both authorities addressed the Respondent's practice of
applying structured allocation rules retrospectively through its ledger
system, and in both cases, this Tribunal held that such retrospective
allocation was unlawful. The Re_spondént's contention that those cases are
distinguishable because they involved -Section 38(2), whereas the present
case is said to be grounded in Section 35.and Section 104, does not
withstand scrutiny, especially when its with’éés already confirmed that it
relied on Section 41 of the TPC. '

The Applicﬁéht contendéd that the Respondent failed to demonstrate that
the -._allég.éﬂ method of élldcating payments to the earliest outstanding
.Iiabi,l_iiiés was, in fact, applied: in real'tinﬁe prizdz'r'tc').-2016. The only evidence
presented |s the electronic ledger constructed in 2020 and made available
to taxpayers"' m '2_0__21. That ledger system, by the Respondent's own
admission, was bu;ltln 2020 and ca_nho_t, without more, be taken as proof

of how payments wefe éétually treated "when they were made.

Additionally, the Applicant éétablished that the Respondent's reliance on
Section 35 of the VAT Act and Section 104 of the Income Tax Act as a
lawful basis for its allocation method is without merit. Those provisions do
not establish allocation rules, do not authorise retrospective reallocation of

payments, and cannot be used to validate a practice introduced in 2020

_ that effectively rewrites the historical application of payments.

Furthermore, the Respondent's reliance on Section 97(3) of the Tax
Procedures Code Act does not assist its position on this issue. That
provision permits the recovery of tax liabilities that arose prior to the
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94.

95.

commencement of the Act using the mechanisms provided under the Act.
It does not, however, authorise the Respondent to retrospectively

reconstruct how payments were made under the law at the time.

Whether the interest reflected in the ledger is lawfully recoverable

The Applicant submitted that interest, by its nature, is dependent on the
existence of an outstanding principal liability. It arises where tax remains
unpaid. Inthe present matter, the evidence demonstrates that the Applicant
made payments that were subsequently reallocated across different
periods through the Respondent's Iedgz_ér system. As a result, liabilities that
had been deemed settled at the time of payment were later treated as
outstanding. In fact, the Requn'der'i't failed to demonstrate any consistent
pattern of late payment. Wﬁat it show.ed- was a series of reallocated
payments intendecj_.to clear one principal liability but used to clear a different

liability, leaving thé'_,hrir:};t_.ipal the payment was b:r-igfj'i{i_a;_,l'ly meant for.

The Applit:ant contendéﬁi that:‘it':'ié' this recharacteriééﬁb’n of payments,

rather than any failure to' pay tax, that: gave rise to the interest now being

Iz |med by the Respondent. Accordrngly. the mterest in question does not

:':-.ans'e from-.-the operation of the statute on unpald tax, but from the

Respondent's aliocatlon method, WhICh has been shown to be inconsistent
with the applscable Eegal framewom The law is clear that, where default
assessments and addmonal assessments are involved, interest must be
notified to the taxpayer by the Commlsssoner General. Section 23(2)(b) of
the TPCA states:

(2) The Commissioner General shall serve the taxpayer assessed under

Subsection (1), with notice, in writing, of the assessment specifying-

(b) the amount of penal tax and interest, if any, payable in respect of the
amount assessed

Similarly, Section 25(6)(b) states:

(6) Where the Commissioner General has made an additional assessment
under this section, the Commissioner General shall serve the taxpayer

assessed under subsection (1), with notice, in writing, of the assessment
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97.

98.

g9.

specifying-(b) the amount of penal tax and interest if any payable in respect

of the amount assessed as a result of subsection (2)(a)

The Applicant submitted that the Applicant's withess, AW1, stated in p.6 of
his witness statement that all the interest and penalties that are included in
the ledgers and are being demanded as taxes by the Respondent are
without issuance of assessments and without service of such assessments.
During the hearing, the Respondent failed to show a single instance where
it communicated the amount of interest to the Applicant. In the case of other
interest appearing as a result of "late payment,” the Applicant reiterates that
interest cannot become lawful me:tely because it appears on a ledger,

especially if the process that g'eh_erefed. it is itself legally defective.

The Applicant submitted that the Respondent'presented the ledger as a tool
for reconciliation, 'yet in ‘practice places the burden on the taxpayer to
explain and verify entries spannmg periods well beyond the statutory 5-year
record retentlon limit. Ataxpayer who complles with Sec:tlon 15 is therefore
placed at a dlsadvantage as the\yr may no longer possess the records

reqmred to challenge hlstorlcal entnes Thls is illustrated by the

Respondent‘s own admlssmn that an amount of Shs. 138,727,908 was

erroneously posted as a refund and only corrected upon reconciliation. In
the absence ofthe__-A_ppllcant's ablllty to provide proof, such an error would

have remained.

The Applicant maintained'ths't the interest reflected in the electronic ledger
system is unenforceable beoeuse it arises from unlawful retrospective
allocations, and a process that deprived the Applicant of a genuine, timely
opportunity to understand the liabilities when they were allegedly being

created.

Whether the tax waiver, as prescribed in S.46 of the TPC Act was

applied correctly

The Applicant contended that the Respondent used the same practice of

retrospective allocation as evident by RWH1's admission and the
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demonstration of the ledger during the hearings. This retrospective
allocation has influenced the amount waived under S.46 of the TPC Act. It
was already held in K-Files v URA TAT No. 69 of 2021 that the wrongful
application of S. 38 can be seen as an attempt to circumvent S. 400. The
tax waiver prescribed by the law was not correctly applied by the

Respondent, as the misallocation of payments distorted the ledger.

The Determination

Whether the Applicant’'s Payments Were Properly Allocated

100.

101.

102.

103.

We have carefully considered the pleadings the evidence placed before
us, and the submissions of both partles In resolving this dispute, we have
also considered the appllcable statutory prewsnons and authorities cited.

The Applicant challenged the legality of the Respondent s allocation of tax
payments in the ' electronlc ledger, contendlng that the Respondent
retrospectwely applled Sect1on 38 ofthe TPCA, now Sectlon 41, to periods
prior to the commencement of the TPCA on 1 July 2016. The Applicant

argued that this retrospectwe apphcatlon dlstorted its tax ledger and

unlawfully generated interest. Ilabllltles that did ndt EXJSt when the payments

were made

The Reepondent.,'-d‘n'_ the other hand_:, maintained that the allocation was
lawful throughout andfr'-t_ﬁe_t_”even before the enactment of the TPCA, the
Commissioner General 'ﬁde;rseesed authority under Section 104 of the
Income Tax Act and Seclion:i’:’S of the Value Added Tax Act to recover tax
debts and determine the manner in which payments would be appropriated

against outstanding liabilities.

The starting point is Section 41 of the TPCA, formerly Section 38, which
provides that;

“When a taxpayer is liable for penal tax and interest in relation to a lax liability
and the taxpayer makes a payment that is less than the total amount of tax.

penal tax, and interest due, the amount paid is applied in the following order
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104.

105.

in payment of the tax liability;
in payment of penal tax;

and the balance remaining is applied against the interest due.”

Prior to its repeal in July 2021, subsection (2) further required that such
payments be applied to the earliest outstanding liability first. The evidence
of RW1 was unequivocal that the Applicant’s ledger allocation was based
on Section 41 of the TPCA. RW1 further testified during the hearing on 31
October 2025 that, for periods before July 2021, payments were allocated
in the order of principal, penalty, and_inte.rest, with the earliest liability paid
first. He also admitted during cross-examination that the allocation rule was
applied retrospectively and that, Ipriojr"to 2016, there was no statutory
guidance on the order of recovery. .

The Applicant demonétr’ated through AIDEX ‘I. A!DEX 2, AIDEX 3, and
AIDEX 4, as well as through the Iedger demonstrat:on durlng the hearing,
that payments made in earizer years were split and reallocated to liabilities
from entirely different perlcds The Apphcant specifi cally pointed to the
payment made on 14 April 2020 under PRN 2200004635196 in satisfaction

“of the March 2020 VAT Ilablllty of Shs. 3,881,828. The evidence showed

106.

107.

that instead of-._qleanng the March 2020 liability for which the payment had
been made, theﬁl:?esppndent split the payment and applied it to liabilities for
July, August, and September 2018. Consequently, the March 2020 principal
tax was treated as unpa'iti-‘-ahq attracted interest until June 2023.

Similarly, the Applicant demonstrated that a payment made on 24 February
2010 under PRN 2100000008560 was allocated to liabilities for July and
August 2010. The Tribunal notes that these allocations occurred before the
commencement of the TPCA.

The principal question for determination is therefore whether the
Respondent possessed lawful authority prior to 1 July 2016 to apply
payments to the earliest outstanding liabilities in the structured manner

reflected in the electronic ledger.
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108. The Respondent relied on Section 104 of the Income Tax Act and
Section 35 of the VAT Act. Section 104(1) of the repealed Income Tax Act
provided that:

“Tax when it becomes due and payable, is a debt due to the Government of
Uganda and is payable to the commissioner in the manner and at the place
prescribed.

(2) Tax that has not been paid when it is due and payable may be sued for
and recovered in any court of competent jurisdiction by the commissioner
acting in the commissioner’s official name, subject to the general directions

of the Attorney General.” .

109. The Tribunal respectfully agrees with the Applicant that those provisions
merely established_t_he character of unpaid tax as a recoverable debt and
empowered the Cc’irﬁhﬁééibher General to collect such tax. They did not
expressly prescnbe any payment allocation regime, nor dld they authorize
the Commlssmner General to retrospectwely redlstnbule payments across
multlple'tax periods in the: manner later codified under Section 38 of the
TPCA Gt -

110. This Tnbun:al is gmded by the well-establlshed principle of interpretation of
tax statutes stated by the Supreme Court in Uganda Revenue Authority v
Kajura, where the Court citing Cape Brandy Syndicate v Inland

Revenue Cammlssraners held that;

“In a taxing statute nothing is to be implied and one can only look fairly at
the language used. Tax liability must therefore arise from clear statutory

language and not implication.”

111. Applying that principle to the present matter, the Tribunal finds no express
language in Section 104 of the Income Tax Act or Section 35 of the VAT
Act authorising the structured allocation mechanism that was later enacted
under Section 38 of the TPCA. Indeed, the enactment of Section 38 in
2016 demonstrates that Parliament considered it necessary to specifically
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112.

113.

114.

x 2016 were undertaken pursuant to Sectlon 104 ef the Income Tax Act and

1156.

legislate on payment allocation. Had Section 104 and Section 35 already
provided such authority, there would have been no necessity for Parliament
to enact Section 38, nor subsequently repeal Section 38(2) in 2021.

The Tribunal further notes that RW1 expressly testified that the allocation
in the ledger was based on Section 41 of the TPCA. The Respondent,
therefore, cannot simultaneously assert that the allocation was conducted
under Section 41 while also contending that it was independently grounded
in Section 104 of the Income Tax Act and Section 35 of the VAT Act.

The Tribunal is also persuaded by the decisions in Multi-Consults Limited
v Uganda Revenue Authority TAT no. 72 of 2019, where this Tribunal
held:

“The Respondenrs apphcatron of section 38(2) of TPCA to payments made
by the Applicant in respect to the periods prior to 1 July 2020 amounted to a

retrqspectrve application of Secnpn._ 38 of the TPCA was;:therefore unilawful”.
The Respondent argued that in the present matter the allocations prior to

Section 35 of.t_he VAT Act. However, the evidence before this Tribunal does
not support thet-eentention_ RWA1 ad_mitted that there was no guidance on
the order of recovérﬁ;’fprior to 2016, and the Respondent's own evidence
confirmed that the el'e_eironic ledger introduced in 2020 applied the
allocation methodology under Section 41 retrospectively to historical

liabilities.

The Tribunal further finds that Section 97(3) of the TPCA does not assist
the Respondent. That provision merely authorizes the recovery under the
TPCA of tax liabilities that arose prior to the commencement of the Act. It
does not authorise retrospective reconstruction of historical payment
allocations or permit the Respondent to retrospectively apply allocation

rules that were not in force at the time payments were made.
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137.

118.

119.

120.

The distinction between recovery of pre-existing liabilities and retrospective
reallocation of payments is important. While Section 97(3) preserves the
recoverability of pre-2016 liabilities, it does not validate the retrospective
application of a statutory payment allocation regime to transactions
predating the TPCA.

The Tribunal therefore finds that the Respondent retrospectively applied the
allocation framewark under Section 38 of the TPCA to tax periods preceding
1 July 2016. The effect of those reallocations was to leave certain liabilities
artificially outstanding, thereby generating interest obligations which would

otherwise not have arisen. Such retrospective allocation was unlawful.

The Tribunal further finds it necessary to'_,drcew a clear distinction between
the power to recover tax and the power to impose a structured statutory
method for allocatiﬁg:_-p_ayments. The Respohd_eht's submissions treated

these concepts as inte_;riehengeable, yet in law they are distinct.

Section 104 of the reegeled Income 'Tax Act and Section 35 of the Value
Added Tax Act merely establlshed that unpard tax constituted a debt due to

the Gevernment and empowered the Cemmlssmner General to recover

"such debt. 'I_'h_oee provisions addr.essed the emstence and recoverability of

tax obligatien'e"-They did not preseribe the sequence in which payments
were to be appropnated across mult1ple liabilities, nor did they authorise the
Commissioner General te retrospectwely redistribute payments among
different tax periods in a rnanner capable of generating additional interest

liabilities.

The Tribunal therefore accepts that while the Respondent possessed lawful
authority prior to 2016 to recover outstanding tax debts, such authority did
not extend to the application of the detailed allocation methodology later
introduced under Section 38 of the TPCA, now Section 41. The enactment
of Section 38 in 2016 was not merely procedural or declaratory; rather, it
introduced a specific statutory framework governing how partial payments
would be appropriated between principal tax, penal tax, interest and earlier
liabilities.
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122.

123,

124,

The Tribunal further observes that the Respondent's approach effectively
conflates debt recovery with payment recharacterisation. Recovery
concerns the lawful collection of taxes already due, whereas allocation
determines which liability is treated as discharged and which remains
outstanding. The latter has substantive legal consequences because it
directly affects whether penal tax and interest continue to accrue.
Consequently, allocation cannot be treated as a mere administrative
convenience where its effect is to generate additional liabilities against the
taxpayer. In tax law, any mechanism capable of increasing a taxpayer's

liability must derive from clear stat_u.t.o'ry; authority.

Additionally, the Tribunal atté’qhies. considerable weight to the evidence
concerning the Applicant’s designated payments through specific Payment
Registration Numbers (PRNs). Where a taxlpa_l_yer makes a payment
through a specifically generated PRN linked to an'id_en_tified tax period, that
payment clonstitutes.a"desi@ﬁéted payment toward the :Ei:a_bility for which the
PRN was' created. T e

Abéé:ﬁt'f:éxpress statutory auihﬁrity: p:ezfn'iitting the Commissioner General to

override thé"-ta_:gcpayer’s designation, such payment ought ordinarily to be
applied to the liability identified b:)_f:-the taxpayer. The Respondent did not
point this Tribunal to any statutory prcévision that existed prior to 1 July 2016
and authorised the Cp_mmissionef General to disregard taxpayer-
designated payments and [instead redistribute them across unrelated

historical liabilities.

The Tribunal therefore finds that the Respondent’s retrospective
reallocation of designated payments not only lacked express statutory
foundation but also undermined certainty and predictability in tax
administration. A taxpayer who makes payment against a specifically
identified liability is entitled to expect that such payment will extinguish that

liability unless the law expressly provides otherwise.
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129.

130.

To permit retrospective redistribution of payments in the absence of clear
statutory authority would expose taxpayers to indefinite and unforeseeable
interest accumulation arising not from non-payment, but from subsequent
administrative reallocation of already paid sums. Accordingly, the

Applicant's payments were not properly allocated.

Whether the Interest Reflected in the Ledger is Lawfully Recoverable.

The law relating to interest on unpaid tax is largely undisputed. Section 148
of the Income Tax Act, Cap. 338 and prowde
“A persan who fails;
(a) to pay any tax, including prows:ona! tax,
(b) to pay any penal tax; or :
(c) to pay to the commissioner any tax wffﬁﬁe_!d or required to be withheld by
the person from a payment to another persoh 'dn or before the due date for
payment, is liable. for mrerest ar a rate equal to 2 per cent per month on the
amount ‘unpaid ca!cufared from the date on which the pa yment was due until
the date on which payment is made '

"_’sfirjhilafly,' Section 42(1) of thé_'ﬁngch--ﬁ'rovides that:

"Jnferés't" p_a.yabfe on unpar‘d 'fa}h; shall be collected by the Commissioner

General as'fﬁgggh it were unpafd tax itself. *

The legal position [S th_ére_fore settled that interest ordinarily arises
automatically by operation '“ng{".[aw and does not constitute a separate tax

head requiring an independent assessment in every instance.

However, the dispute before this Tribunal is not whether interest may
generally accrue on unpaid tax. Rather, the issue is whether the particular
interest reflected in the Applicant’s ledger arose from lawful outstanding tax

liabilities or from retrospective and unlawful reallocation of payments.

This distinction is important.
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132.

133.

134.

As already determined under the preceding issue, the Tribunal found that
the Respondent retrospectively applied the allocation framework under
Section 38 of the TPCA, now Section 41, to periods preceding the
commencement of the TPCA without lawful authority. The evidence
demonstrated that payments initially made towards identified liabilities were
subsequently redistributed across different tax periods through the
electronic ledger system introduced in 2020 and made accessible to
taxpayers in 2021.

The practical consequence of those reallocations was that liabilities which
had originally been paid became retrospectively treated as outstanding.
Once such liabilities were rqconstrdc_tefd as unpaid balances, interest
automatically began accruing on them. The Tribunal therefore agrees with
the Applicant that the interest did not arise pu'rely from non-payment of tax,
but substantially fronj_. th‘e-Respondent’s retrospéct_ive recharacterisation

and redistribution of payme’nfsz.:_"; fes

The Tribunal finds persuaéii}e_the Appll_i-_éé_a.n_t’s"'demonstration concerning the
March 2020 VAT payment under PRN 2200004635196. The evidence

~ showed that the Applicant made payment for the March 2020 liability within

the prescribed due date. However, .the Respondent subsequently diverted
that payment to earlier liabilities relating to July, August, and September
2018. As a result, the '.'Ma_rch 2020 Iiébility was retrospectively rendered

unpaid and interest accrued against it until later payments were made.

Where interest arises not from an actual failure to pay tax but from a
subsequent administrative redistribution of already paid sums, the legality
of the underlying allocation process becomes central to the legality of the
resulting interest. Interest cannot be insulated from scrutiny where the very
balances upon which it accrues are themselves products of an unlawful

allocation methodology.

33



138.

136.

137,

138.

139.

The Tribunal therefore rejects the Respondent's contention that the legality
of the interest may be considered independently from the legality of the

allocation process that generated the underlying balances.

The Tribunal further notes the Applicant's complaint regarding the lack of
transparency and notification. RW1 admitted during cross-examination that
the electronic ledger system was introduced in 2020 and that taxpayers
were only granted access in 2021. The evidence before the Tribunal further
showed that the ledger reconstructed transactions dating back to 2009.
Consequently, for a considerable -peridd the Applicant had no direct
visibility into how payments were belng allocated, how balances were
carried forward, or how lnterest was being computed within the

Respondent’s internal system.

While the Tribunal accepts the Respondent s subm:semn that the law does

electromc Iedger platform the present dlspute concerns: more than mere

techne[eglcal access. The concern ralsed by the Applicant is that the

:__Respondent retrospecllvely reconstructed hlstorlcal balances through a

‘system [mpiemented many years after the payments had been made and

thereafter mpos_ed_ interest on tho_sezgrecenstructed balances.

The Tribunal finds merltln the Appiiéant's submission that a taxpayer
cannot reasonably be expected to challenge or settle liabilities whose
existence only emerges "'jf'e.ers later through retrospective ledger
reconstruction, particularly where the taxpayer had no contemporaneous

access to the underlying allocation methodology being applied.

The Tribunal further observes that Sections 23(2)(b) and 25(6)(b) of the
TPCA require the Commissioner General, in cases involving assessments
and additional assessments, to notify the taxpayer of the amount of penal
tax and interest payable. Although the Respondent correctly submitted that
statutory interest may accrue automatically, the Tribunal finds that where

interest becomes payable as a consequence of reconstructed balances
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141.

142.

143.

144,

arising from retrospective reallocations, transparency and proper

communication become especially important.

The Respondent did not demonstrate before this Tribunal that the Applicant
was contemporaneously notified of the reconstructed balances and
resulting interest obligations now being demanded. Instead, the evidence
showed that substantial portions of the interest were absorbed through
ledger reallocations over time without the Applicant’'s knowledge of how

those balances had emerged.

The Tribunal is therefore unable te accept the Respondent’s position that
the mere appearance of interest on the electronic ledger automatically
renders such interest lawfully recoverable, irrespective of the legality of the
process that generated it. |

The Tribunal accordingly fin'ds':that to the extent that -thé-interest reflected
in the Apphcants ledger arose from unlawfu! retrospectwe allocation and
redlstrlbutlon of payments, such tnterest Is. not iawfully recoverable from the

_Appllcant Interest which accrues. upon balances amf icially created through

an unlawful allocatlon process cannot itself acquire legality merely because

itis subsequently reﬂected in the Respondent s electronic ledger.

Whether the Tax Wawer Prescrlbed under Section 46 of the TPCA Was
Correctly Applied '

Section 46 of the TPCA provides:

“Any interest and penalty outstanding as at 30 June 2020 is waived.”

The operative consideration under the provision is therefore whether the
interest and penalties were outstanding and unpaid as at the waiver date.
The Respondent relied on the ordinary meaning of the word “outstanding”
as meaning unpaid or uncollected and argued that the Applicant benefited
from a waiver amounting to Shs. 733,362,570 comprising waived interest

and penalties.
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145.

146.

147.

148.

149.

The Tribunal accepts that, as a matter of principle, the waiver could apply
only to liabilities that remained unpaid as at 30 June 2020 and could not
extend to interest or penalties already extinguished by payment prior to that
date.

However, the dispute before the Tribunal is not merely about the meaning

of “outstanding.” The real issue is whether the balances treated by the

Respondent as already recovered prior to 30 June 2020 were lawfully

recovered in the first place.

The evidence showed that pay_ments"made toward identified principal tax
liabilities were retrospectively re'di'stribUted across earlier liabilities through
the Respondent’s electronic ledger eystem As a result, portions of the
Applicant’s payments were absorbed towards historical interest and
penalties without the Applreants contemporaneous knewledge that such

liabilities had been recenstructed W|th|n the ledger.

The: p'rabtipal consequence of that process"' is signiﬁcant in the context of

the etatl.rteryr waiver. Where payments that the taxpayer intended to

ext:ngwsh

"f"rlnmpal liabilities - were retrospectively redirected toward
historical mtérest and penaltles the amount of interest and penalties
remaining outstandmg as at 30 ..iune 2020 would inevitably be reduced.
Put differently, the Respendents allocation methodology directly affected
the quantum of liabilities elrgl_ble for waiver.

The Tribunal finds persuasive the reasoning in K-Files v Uganda Revenue
Authority (supra), where the Tribunal observed that when payments are
retrospectively applied to interest and penalties rather than to the principal
tax, such a process may effectively undermine the benefit intended by
Parliament under the statutory waiver provisions. The Tribunal in that case
further emphasised the importance of fairness and transparency in the

administration of tax waivers.
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150. The Tribunal notes that the objective of Section 46 of the TPCA was to grant
taxpayers relief from historical interest and penalties outstanding as at 30
June 2020. That legislative intention would be substantially undermined if
retrospective ledger reallocations were permitted to absorb taxpayer
payments toward historical interest liabilities before the waiver date,

thereby artificially reducing the amount available for waiver.

151. The evidence before the Tribunal demonstrated that the Applicant
consistently made payments against assessed principal tax liabilities.
However, due to the Respondent's retrospective reallocations, some of
those payments were redirected toward earlier interest liabilities, leaving
the intended principal liabilities .ou'tstanding and generating additional
interest thereafter. Consequently, the amount ultimately classified by the
Respondent as “outstanding” interest as at 53b June 2020 was directly

influenced by the disputé.d_,allocation methodology._ : S

152. The Tribunal is unable to. accept fhe Respondent’s lC;')-l-’ltEHtiClﬂ that the
wawer computation can be treated as entlrely independent from the
allocataon process already found to be unlawful.:Once the underlying

.:allocation methodology is found defectlve the resultlng computation of

what remained outstanding for purposes of waiver is equally affected.

153. The Tribunal accordin'gly_ finds that the waiver under Section 46 of the TPCA
was not correctly applied' i'o_:; the extent that the Respondent relied upon
retrospectively reallocated payments to determine the amount of interest
and penalties considered outstanding as at 30 June 2020. The
retrospective allocation methodology unlawfully distorted the ledger
balances and consequently affected the Applicant’s entitlement under the

statutory waiver regime.
154. The Tribunal hereby finds that:

() The Respondent retrospectively applied the payment allocation
framework under Section 38 of the Tax Procedures Code Act, now
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155.

(ii)

(iii)

(iv)

(v)

Section 41 of the Tax Procedures Code Act, to periods preceding the

commencement of the Act on 1 July 2016 without lawful authority.

The Respondent's retrospective reallocation of the Applicant's
payments distorted the Applicant's tax ledger by reallocating
payments made towards identified liabilities to unrelated historical

liabilities.

To the extent that the interest reflected in the Applicant’s ledger arose
from unlawful retrospective allocatlon and redistribution of payments,

such interest is not Iawfully_receverable from the Applicant.

The computation and application of 't'ﬁe"waiver under Section 46 of the
Tax Procedures Code Act were affected by the unlawful retrospective
allocation of payments and consequently did not correctly reflect the

Applicant's lawful e_ntltle_me_n.t under the waiver reglrpe.

:Appllcants tax ledger in accordance w:th thzs dems:on by:

Removing all retrespective'faZI'lpcations of payments made prior to 1
July 2016 under Section 38!41:_§f__1;he Tax Procedures Code Act.
Restoring payrhen_ts__to the tax liabilities for which the respective
Payment Regietratibn-_Numbers (PRNs) were originally generated and
paid unless othe:wise Ia*::?fully justified.

Recalculating any interest and penalties consequent upon the
corrected allocations.

Recomputing the Applicant’s entitlement under the waiver provided
under Section 46 of the Tax Procedures Code Act based on the
corrected ledger balances.

Any interest and penalties arising solely from the unlawful
retrospective allocation of payments shall be vacated and removed

from the Applicant’s ledger.
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(viy The Respondent shall provide the Applicant with the reconciled ledger
and computations arising from this decision within sixty (60) days from

the date of this ruling.

156. Costs follow the event, accordingly, they are hereby awarded to the

Applicant.
It is so ordered.

{tr

Dated at Kampala this &q day of /2026

porny

HON. CRYSTAL KABAJWARA

CHAIRPERSON

=) T )'L
MS. CHRISTINE KATWE HON. WILLY NANGOSYAH

MEMBER MEMBER
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THE REPUBLIC OF UGANDA

IN THE TAX APPEALS TRIBUNAL AT KAMPALA

TAT APPLICATION NO. 252 OF 2022

MOIL UGANDA LIMITED.....uiiiuiiiiiiinieerineeessiassieseessaneseessnmcnnns APPLICANT
VERSUS
UGANDA REVENUE AUTHORITY..........ccuummmieninricisiicssrcsnsssssnees RESPONDENT

BEFORE: HON. CRYSTAL KABAJWARA, MS. CHRISTINE KATWE,
HON. WILLY NANGOSYAH

DISSENTING RULING

I have had the opportunity of reading the ruling of my colleagues, and | wish to dissent
as follows:

1. The Applicant imports and sales of petrol and petroleum products, e.g,
Lubricants. The Applicant contended that the administration and management
of its ledgers by the Respondent, which resulted in the demand for taxes of
Shs.1,327,996,811, including principal, penalties, and interest allegedly
payable by the Applicant, is in error, improper, and outside the Law and
therefore not payable.

Both parties reconciled and incorporated the pending credits not considered
before, and were still not happy with the results.

2. It is evident that the Applicant was not paying the full amount payable as
declared in his returns. These part payments were done many times, leaving
outstanding amounts which would be carried forward into the subsequent
months, attracting interest on a monthly basis where the VAT Law is concerned

and interest on income tax, not paid timely.
3. The Applicant would sometimes file returns late, which would attract penalties

that were not paid, accumulating principal tax, penalties, and interest over time.

The Applicant is adamant in acknowledging and accepting its mistake.
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. The Law kept on changing, and the Respondent would change the applications
accordingly. What is surprising to note is that even from July 2020, when all the
pending penalties and interest were waived, and the Applicant’s ledger in the
Respondent’s system went to zero interest and penalty. The Applicant neither
fully paid the declared amount in time nor filed some returns on time which gave

birth to more penalties and interest, which the Applicant is adamant to accept.

. Any prudent accountant is supposed to maintain his or her ledgers in his or her
records, which he or she would present and compare with those of the
Respondent for reconciliation purposes.

. The Applicant did not show any evidence of the company ledger to match with
the Respondent’s ledger, but complained about the Respondent not displaying
its ledger to it for quite some time. However, the Respondent had all the
transactions at hand

. The Respondent laboured to explain how it configures the changes in its system
and let the system do its work. In the case of Eye Care Centre v URA, TAT
App No. 91 Of 2021, the Tribunal recognised a different application by the
Respondent's system, which the Respondent corrected, and corrected which
cleared the lacuna in all the subsequent matters.

. So, as the previous payments had taken care of the old pending penalties and
interest in accordance with the presiding Law at the time. The Applicant can not
come forward to expect the already catered for and done with interest and
penalties to be waived once again. They were already paid for and non-existent
on the ledger. All the highlighted pending issues, like the refund on the ledger
and the uncredited WHT withheld by third parties, etc, were all taken care of at

reconciliation.

. To me, remitting back the matter will not solve anything. It is the Applicant to
adhere to the tax law(s), file and pay the taxes in time to avoid inconveniences.
Consequently, the Applicant's application is dismissed with costs to the
Respondent and the tax of Shs. 1,327,996,811 is payable by the Applicant. The
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Applicant is advised to use the benefit of the current running waiver terms to

offset the interest and penalty, and start filing and paying its taxes within the
prescribed time.

Dated at Kampala this 29" day of May 2026.

(s Bkt

MS. CHRISTINE KATWE

Member
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