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REPORT OF COMMITTEE ON FINANCE, PLANNING AND ECONOMIC
DEVELOPMENT ON THE INCOME TAX (AMENDMENT) BILL, 2017

1.0 Introduction

The Income Tax (Amendment) Bill, 2017 was read for the first time on 9t
February, 2017 and referred to the Committee on Finance, Planning and
Economic Development in accordance with Rule 118 of the Rules of Procedure

of Parliament.
2.0 Object of the Bill

The object of the bill is to amend Section 89GA of the Income Tax Act Cap. 340
relating to limitations on deductions on petroleum operations to bring it in
conformity with the production sharing agreements and to make consequential
amendments by introducing a definition of “cost o0il” and amending the

definition of “contract area” and “petroleum development expenditure”
3.0 Methodology
The Committee held meetings and received memoranda from the following:

() Minister of Finance, Planning and Economic Development

(ii) Uganda Revenue Authority

4.0 Observations by members
The members observed that:

(i) According to the existing Production Sharing Agreements (PSA), it is clear
that the understanding of both Government and the existing licensees

has been that there is a cap on allowable deductions for income tax

purposes. The cap is set at the cost recovery limits which have been




modeling of the existing petroleum projects by the licensees in their

various Field Development Plans that have been submitted to
Government for approval. As such, restricting the cap on allowable
deductions will be a change in this position which has always been
understood and accepted by the Government and the licensees.

(ii) The effect of removing the cap is that Government will lose tax revenue,
especially during the initial years of petroleum production. This is
because the implication of removing the cap is that the licensees
would first recover all their costs before paying Corporate Income tax.

(iii)The allowable deductions by a contractor in relation to petroleum
operations are against the cost oil derived by the contractor from
operations in the contract area. This will effectively revert to the
agreed position in the PSAs as was provided for in in the Income Tax
(Amendment) Act, 2010 which was repealed by the Income Tax
(Amendment) Act, 2015.

5.0 Recommendation

The Committee recommends that the Income Tax (Amendment) Bill, 2017 be

passed into law
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