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THE REPUBLIC OF UGANDA
IN THE TAX APPEALS TRIBUNAL AT KAMPALA

APPLICATION NO. 251 OF 2022

WAP ENGINEERING LIMITED.......ucccuueeeeeeeeeeeneeeeeoeeooeoooeoeoeoeosoo APPLICANT

UGANDA REVENUE AUTHORITY..........ovoen R RESPONDENT

BEFORE: HON. PROSCOVIA REBECCA NAMBI, HON. WILLY NANGOSYAH,

féGOVernmen” Hospital, on the grour s that the assessment was premature and
subsequently extinguished by full cor pllance upon receipt of payment from the

Government hospita

ll. Background Facts

2. The Applicant is a limited liability civil engineering and construction company.
During the period in question, it was contracted by the Arua Regional Referral
Hospital (a Government Hospital) to construct a seven-storey staff facility. In
the course of performing the civil works, the Applicant was issued Interim
Payment Certificates Nos. 11 and 12 on 15 November 2021, and on 13

December 2021, respectively. Consequently, the Applicant raised e-invoices in



. The iss r determination

December 2021 totalling Shs. 431,220,635, which included the disputed VAT

component.

. By the end of the December 2021 tax period, the Government Hospital had not

settled the invoices. Recognizing the pending payment status, the Hospital
generated a system credit note to reverse the VAT component until funds were
available. However, the Respondent declined to approve the reversal
adjustment and instead issued a formal assessment for the same amount on
17 February 2022. The Applicant objected to the assessment on the ground

that it had not recieved payment and therefc e VAT was not due for payment

at the time od assessment. On 07 July 2 hé Respondent made its objection

decision disallowing the Applica o] jek"“tlon The Applicant eventually

received payment in December 20 2 and promq ot dec|ared and remitted the

principal VAT in its January 2023 return. Despite this remittance, the

Respondent has maintained the original assessm ontinuing to accrue

interest and penaltiesf

Issues

ther the Applicant is e to pay the tax as assessed?

medies are available to the parties?

As a preliminary ‘matter, we must also address the Respondent's objection

regarding the mandat ry payment of 30% of the tax in dispute.

Representation

. The Applicant was represented by Mr. John Kabandize, Ms. Allen Abitegeka,

while the Respondent was represented by Mr. Simon Kamugisha, Mr. Derrick
Nahumuza, Mr. Sam Kwerit, Ms. Tayahwe Sheila, Ms. Diana Mulira, Mr.

Amanya Mishambi.

. The Applicant case is supported by an Affidavit in support and an affidavit in

rejoinder, both sworn by Mr. Dickson Avutia the Applicant’'s Managing Director



who provided detailed testimony regarding the construction works at Arua
Regional Referral Hospital and the receipt of payments. The documentary
evidence present to the Tribunal includes Interim Certificates Nos. 11 (Nov 15,
2021) and 12 (Dec 13, 2021), the e-invoices issued on 3 and 17 December
2021; a letter dated July 8, 2022, requesting an extension of time to remit VAT
pending payment; evidence of payment of the mandatory 30% via Payment
Reference Number 2230005230727; the January 2023 VAT return and ledger
records showing full remittance of the principal tax after payment was received

from the Hospital.

7. The Respondent relied on an affidavit i ly sworn by Mr. Oseku Samuel an

officer in the Respondent’s LegakI(TS v nd Board Affairs Department
emphasizing the statutory timeline s :under the VAT Act.

The Applicant’s Submissions

8. The Applicant argues t :inherently a consumpti“bn aif’)g#’borne by the

final consumer, where merely a collection agent for the

%The Applicant"‘sf@?mitted that pursuant to section 92 of the TPC, the Applicant
issued e—invoice?s to Arua Regional Referral Hospital ("the Government
21 totalling Shs. 431,220,635, inclusive of VAT
465. In compliance with Section 31 (1) of the VAT
Act, which requires filing wnthm fifteen days of the tax period, the Applicant duly

filed its December 2021 return on 14th January 2022.

Hospital") in Decembe

amounting to Shs. 65,15

10. The Applicant contends that VAT cannot be deemed due and payable when the
taxpayer has not received payment from a Government entity. The Applicant
argued that they issued e-invoices but received no payment from the
Government hospital. Consequently, the Hospital generated a system credit

note to reverse the pending VAT. The Applicant cites Section 22(1)(e) of the



VAT Act, arguing the nature of the supply was fundamentally altered because
non-payment rendered the supply incomplete. Under Section 30 of the VAT Act,
the recipient is required to make corresponding input tax adjustments when a
credit note is issued. The Applicant submits the Respondent unreasonably

declined to approve this adjustment.

11.Acting in good faith, on 8 July 2022, the Applicant then applied for an extension
of time to pay the VAT once it had received payment from the hospital under
Section 31(1) of the TPC and Section 32(3) of the VAT Act, but the Respondent
failed to respond. The Applicant submitted ,;thét Section 31(1) of the TPC

permits a taxpayer to apply in writing to he'Commlssmner General for an
. Similarly, Section 32(3) of the

er Genera upon a written application and

extension of time within which to pay:tax
VAT Act, empowers the Commissif
where good cause is shown, to extend the tlme for payment of tax beyond the

date on which it is due and payable or to make such other arrangements as

pressure from both Govern ent entities being the Revenue collector and the

Government hospital. The Respondent s failure to exercise this statutory power,
and instead pursue the Applicant for tax that was not yet paid by its client,

amounts to a misapplication of the recovery process.

13. The Applicant contended that Section 26 of the VAT Act permits accounting on
a cash basis for government contracts, a principle meant to align tax liability
with the actual receipt of funds. They argued that this provision recognises the

unique nature of Government procurement, where payments are often delayed



beyond the time of supply. They relied on the precedent of Polypack Limited
v URA & Multiple ICD Ltd TAT Application No. 9 of 2014 to argue that a

supplier should not be penalized when consideration on a taxable supply fails.

14. The Applicant further submitted that the assessment of interest and penalties is
unjustified, as the principal tax was settled promptly upon receipt of the
payment on 21 December 2022. The Applicant argued that the VAT of
Shs. 65,026,028.75 (corresponding to Interim Certificate No. 11 and Interim
Certificate No. 12) was duly declared and remitted in the January 2023 return,

consistent with cash basis accounting.

15.The Applicant also challenged the ,jrifé’r"e’é’j;s and penalties imposed under
Sections 39(3) and 40 of the VAT Act >iting Fosroc Chemicals (India) Pvt Ltd
v The State of Karnataka and CIR v Da Co"sﬁt;i" 3) SA 768 (SATC), the

Applicant argued that penalties are discretionary an ‘are meant to punish an

intention to evade taxatior

ich is absent here. The Applicant maintained that

ance".

TPC and Section 3 of the

edures Code (Amend ct, 2025, as the principal tax was settled

statutory windows provided by these provisions.

any interest and pena"’ltyZ utstanding as at 30 June 2023 shall be waived where

the taxpayer pays the p"riqm:pal tax by 31 December 2023. The Applicant
submitted that Section 3 of the Tax Procedures Code (Amendment) Act, 2025
further extends this relief by providing that any interest and penalty outstanding
as at 30 June 2024 shall be waived where the taxpayer pays the principal tax
by 30 June 2026. The Applicant submitted that it remitted the entire principal
VAT in January 2023, well within the statutory window for waiver under Section
47(1) TPC and Section 3 of the TPC (Amendment) Act, 2025. Consequently,
the Applicant automatically qualifies for waiver of any corresponding interest

and penalty.



VI.

18.The Applicant contended that the matter is not moot, as the Respondent
continues to treat the Applicant as liable for the VAT assessment, causing
substantial prejudice, including the loss of business opportunities and
reputational damage, owing to the Respondent's persistent refusal or failure to

issue Tax Clearance Certificates to the Applicant.

19. The Applicant therefore prayed for declarations that the assessment was not
due, that the Applicant is discharged of further liability, and an order for the
Respondent to reverse and expunge the assessment and all consequential

interests and penalties from the Appli s tax ledger on the URA

portal/system. The Applicant also prayed

The Respondent’s Submissions

20.In reply, the Respondent submitted that the Applical ’iisﬂliable for the VAT

assessment in dispute ised in the “earlier in time” prir

14 of the VAT Act. T

Ig under Section

1it.begun with submitti at there is no

rovided by the Apélicant, which is

ion as defined by Section 18(4), which includes payments
in money or kind fecg directly or iﬁdirectly.

21.The Respondent argued that this application revolves around identifying the

taxing point for the Applicant's supply. They submitted that the taxing point
refers to the moment at which a taxpayer is legally required to account for VAT
and that under Section 14(1) (c) of the VAT Act, the taxing point occurs at the
earliest of three events:

i. ~ Completion of the perfornance of services

ii.  payment for the goods or services is made or

iii.  issuance of a tax invoice



22.The Respondent submitted that the Applicant admitted that interim payment
certificates (IPCs) numbers 11 and 12 were issued on 15 November 2021 and
13 December 2021 respectively. The Respondent contends that these IPCs
serve as conclusive evidence that the performance of the service was complete
for that portion of the contract under Section 14(1)(c)(i). Consequently, the
taxing point was triggered upon the issuance of these certificates, necessitating
VAT accounting in the December 2021 period, regardless of when the Applicant

actually received payment.

Validity of credit notes

23.The Respondent argued that the credit ﬁiotes issued by the Applicant to offset
the liability were invalid and correctly : d " 1e Respondent submitted that
a credit note is only valid when it |s issued WIthlnj’ confines of the law. The

Respondent went on to argue that under Sections 2: ‘1) and 30(1) of the VAT

Act, a credit note is only:recognized under specific condlt"‘”

, They cited to us

for any or

supplier”.

24.The Respondent then arguekdlj hat none of these recognizable limits were met,

and therefore the Applicant had no legal basis to issue credit notes to negate

its established tax liability.

25.Responding to the Applicant’s primary objection that it had not yet been paid by
the employer, the Respondent argued that VAT liability is strictly governed by
Section 14, which does not require a taxpayer to receive payment before the

obligation to account for VAT arises. The Respondent emphasized that "the law



has no equity to it," and the Tribunal is bound to apply the statutory taxing point

rules as written.

26.Finally, the Respondent addressed the Applicant’s reliance on the July 2022
amendment that allowed government contractors to account for VAT on a cash
basis. The Respondent submitted that this amendment was enacted to address
the unique nature of government contracts but is not retrospective. Citing the
legal principles established in Hon. Lukwago Elias & Others V Electoral
Commission & Others Misc. Cause Application 431 of 2019 and Uganda
Revenue Authority V Whistle Blower Civil Appeal No. 30 of 2021, the
Respondent argued that an enactment ,dréﬁsf"hot apply retrospectively unless
such intention is clearly stated inv‘thﬁélh ngu(’!afgq of the law. As the liability in

' Respondent:maintained that the 2022

question arose in late 2021, th

amendment is inapplicable.

for and declared th

ut VAT (Shs. 65,026,028.75) in its January 2023 return
following receipt of ment from Arua Regional Referral Hospital. The
Applicant maintained tha u;)fé Respondent's insistence on upholding the
December 2021 assessment would result in unlawful and impermissible double

taxation on the same taxable supply.

29.Regarding the Respondent’s preliminary objection, the Applicant asserted that
it duly complied with the mandatory requirement to pay thirty percent (30%) of
the tax in dispute (Shs. 19,547,540) at the time of filing. The Applicant further

noted that the Respondent’s own ledger reflects the subsequent remittance of



the outstanding principal tax, rendering the preliminary objection factually

inaccurate.

30. The Applicant also raised the issue of evasive denial, arguing that under Order
6 Rules 8 and 10 of the Civil Procedure Rules, a party must deal specifically
with each allegation of fact. They contended that the Respondent failed to
directly traverse or rebut the evidence regarding the VAT declared and paid in

January 2023, which in law amounts to an implied admission of those facts.

31.0n the substantive legal issues, the Applican\‘é‘Qb’rhitted that the Respondent’s
reliance on the "earlier in time" princﬂi:gl:e}’ s,féelective. They maintained that
Section 14 is not absolute and mu;sit‘:’;bé"regf” harmoniously with provisions

governing cash basis accounting"’:’(SV’é’ét‘ion 26) a

idjustments through credit
notes (Section 22). The Applicant justified the issug of credit notes under
Section 22(1)(b), arguig that non-payment by a govém

year fundamentally alt e nature of the supply. They as he credit notes

litself and that the Respoﬁﬁent’s refusal

to recognize them was unreasonable.

32.The icant argued that VA 1 tax collected from the
cons : ; ing Polypack Limited v.URA, they argue that VAT cannot be fairly
Ajﬁilmposed where onsideration has‘failed or has not yet been received from a

government entity

33.The Applicant submitted th

but rather recognized the prac‘t}icalities of delayed government payments. They

Section 26 of the VAT Act did not create a new tax

argued that they complied with the spirit of this provision by paying immediately
upon receipt of funds. The Applicant further submitted that the Respondent
ignored its powers under Section 32(3) of the VAT Act regarding extensions of
time and Section 34 of the TPC regarding recovery from third parties (the
hospital).

34.Finally, the Applicant argued that interest and penalties are unjustified as there

was no intent to evade tax. They further submitted that by operation of

9



Section 3 of the Tax Procedures Code (Amendment) Act, 2025, all interest and
penalties are statutorily waived because the principal tax was fully discharged
in January 2023. The Applicant therefore prayed that the Tribunal rejects the

Respondent's submissions and order the reversal of the assessment.

Vill. Determination

Having carefully considered the pleadings, affidavits, documentary evidence,

and the written submissions of both parties, this is the decision of the Tribunal.

Preliminary objection

35.The Respondent raised a prelimi tion that the Application is

incompetent for failure to comply!i | requirement to pay thirty
per cent (30%) of the disputed tax prior to lodging the reference before this

Tribunal.

36.The evidence on record shows payiment of Shs. 19,547,540,
Reference Number (PRN) 2230005 “
VAT. Furt he record shows th

. The Respondent

\der Payment

Lo

epresenting 30% of the disputed

has since paid the entire

bstantively ¢ ntrovert that payment.

37:In’the circumstances, the preliminary. objection fails as it based on a factual

inaccuracy and-

eby dismissed. The Tribunal proceeds to determine the

substantive issues.*

Issue 1: Whether the Applicantis liable to pay the tax as assessed

38.This dispute turns on the proper application of Section 14 of the Value Added
Tax Act (Cap. 349) to the construction services supplied by the Applicant to
Arua Regional Referral Hospital, a Government entity and the legal effect of the

subsequent payment of the principal VAT.
(i) The tax point

39.Section 14 of the Value Added Tax Act (Cap. 349) provides, in material part,

that the tax point for a supply of services occurs at the earliest of completion of

10



performance of the services; payment for the services; or issuance of a tax
invoice.

40.Itis not in dispute that Interim Payment Certificates Nos. 11 and 12 were issued
in November and December 2021 respectively, and that corresponding e-
invoices were issued in December 2021. On a strict reading of section 14, the
taxing point arose in December 2021. The Respondent’s position is therefore

that VAT became due in that tax period, irrespective of whether payment had

been received.

Payment Certificate (IPC) issued by the ‘employer or supervising engineer

signifies that a defined portion ofi?th:ga*works has n completed, verified, and

valued, thereby entitling the contractor to payment f

Certification is therefo;g=

the present case, Interim

stages of the con . Since no payment had yet been received, and the tax

invoices were issué:a-c
on of performance upon certification. Accordingly,
the tax point for IPC No. 11 arose on 15 November 2021, and for IPC No. 12
on 13 December 2021. By operation of Section 14 (1) VAT became due in the

November and December 2021 tax periods respectively.

43.The Tribunal accepts that section 14 sets out the general rule governing time
of supply. However, statutory interpretation requires that the Act be read as a
whole, and not in isolated provisions. The Supreme Court in Attorney General
v Tinyefuza [1997] UGSC 8 affirmed that statutory provisions must be

construed as a whole and in light of their purpose. Likewise, in URA v British

11



American Tobacco (U) Ltd SCCA No. 7 of 2008, the Court emphasised thét
tax statutes must be interpreted according to their language, but within their full
statutory context.

Section 14 must therefore be read together with other provisions of the Act,

including section 26.

(ii) Section 26 as amended in 2022: Cash basis accounting for Government

supplies

44.The Value Added Tax (Amendment) Act, 2022 amended section 26 of the VAT

Act to extend cash basis accounting to “a Supp/l

i’Who supplies goods or services
to Government.” The effect of the amendment was to bring Government

suppliers within the class of taxabl S ligible to account for VAT on a

payment, yet were reqﬁl’red to remit VAT
hi

as clear: suppliers were

in a defined élas§ transactions. evident purpose was to align VAT

remittance with actua ipt of consideration in Government contracts.

(iii) Temporal application and,;iﬁ”e Question of Retrospectivity

47.The Respondent argued that the amendment cannot apply to supplies made
prior to its commencement. It is correct that legislation is presumed to operate
prospectively unless Parliament expressly provides otherwise. However, the
Tribunal is not here applying section 26 retrospectively to create or extinguish
tax liability in 2021. The question before us is narrower: whether, in light of the

subsequent legislative reform and the undisputed payment of the principal VAT

12



in January 2023, the Respondent may lawfully maintain the impugned

assessment as an enforceable parallel liability.

48.The Applicant’s supply was made before the amendment, but payment had not
been received by the time the amendment came into force. The legislative
mischief delayed Government payment, was ongoing at that time. A purposive
interpretation of section 26 requires us to consider whether Parliament intended
to relieve only future hardship from Government supplies, or whether it intended
to address the continuing hardship faced by contractors still awaiting payment

at the time of enactment.

49.Where statutory language is ca*able ~more than one reasonable

interpretation, and particularly in flscal matters«;_ " jguity is resolved in favour
of the taxpayer. This principle has long been réoo
Brandy Syndicate v IRC [1921] 1 KB 64, which esta

lmposed by mference :

ised, including in Cape
dvthat no tax can be
ds.The Tribunal

cation beyond clear statutory w

receipt of Governmen 8, contlnued enforcement of a parallel assessment

serves no lawful revenue
(iv) Payment of the principal VAT in January 2023

91.1t is common ground that upon receipt of payment from the Government
Hospital in December 2022, the Applicant declared and remitted the principal
in its January 2023 return. That remittance relates to the same supply and the
same interim certificates that formed the basis of the December 2021

assessment.

13



52.An tax assessment is a tool for quantifying and securing collection of tax
properly due. Once the principal VAT on the relevant supply has been fully
remitted and credited to the Respondent’s ledger, the principal tax assessment
loses its substratum. The Respondent cannot, in law, recover the same VAT
twice on a single taxable supply. Nor can it ignore a payment already received
and reflected in its own system. It must be reconciled to reflect the payment

already received, so that the taxpayer is not exposed to double recovery.

55.Interest, as recogh n URA v Rabb Enterprises Ltd SCCA No. 1 of 2004,

is compensatory in n ¢.. Where Parliament has expressly provided that

interest and penalties sh vk:)jb""e waived upon payment of principal within a
specified period, such waiwver operates by force of statute and is not
discretionary.

56.To maintain or enforce interest and penalties in the face of compliance with
statutory waiver conditions would defeat clear legislative command. The
Tribunal therefore finds that any interest and penalties arising from the
impugned assessment, to the extent that they fall within the statutory waiver

regime, are extinguished by operation of law.

14



57.Accordingly, Issue 1 is resolved in favor of the Applicant. The Applicant is not
liable to pay the tax as assessed because the principal arising from the relevant
supply has already been fully accounted for and paid in the January 2023 return
and therefore maintaining the assessment would result in impermissible double
recovery. Further so, any related interest and penalties falling within the

statutory waiver regime are extinguished by operation of law.

Issue 2: Remedies

58.For the reasons set out above, this Applicaticﬁjﬁi )/st:j”éceeds. The Tribunal orders

as follows:

I.  The Applicant has discharged th pél‘:VAT liability arising from Interim

Payment Certificates Nos. 11“% d 12 thro h payment declared in the

January 2023 return.

i. The Respondent shall reconcile the Applicant’'s VAT e n};ger to reflect that

payment and shall not duplicate principal Iiéb'il_i@ in respect of

the same supply.

so far as it purports to remain enforceable after crediting the principal

payment, is set asid

v. Costs of this Application are awared to the Applicant.

Observations on Tax Administration

59.Before taking leave of this matter, the Tribunal observes that disputes of this
nature are avoidably prolonged where ledger reconciliations are not timely
undertaken after principal payment is made and where statutory waivers are

not proactively applied when taxpayers meet the conditions.

15



60. Section 47 of the TPC is intended to operate as a clear administrative relief, not
a discretionary indulgence. The Tribunal accordingly recommends that URA
strengthens internal controls for prompt reconciliations. Where principal tax has
been paid and statutory waiver conditions are met, it is incumbent upon the
URA to promptly update its system and issue clear written communication to
taxpayers on the effect of such reconciliation and waivers. Prolonged
uncertainty undermines confidence in tax administration and imposes

avoidable commercial prejudice.

It is so ordered. it

Dated at Kampala this @/ZLL day o

HON. PROSCOVIA REBECCA NAMBI
CHAIRPERSON

*ie/b A TS 2026.

S. CHRISTINE KATWE
MEMBER
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