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AG wants Shs2t tax audit for telecoms 
The Audit or General 
report says over the 
past t hree years, ShsZ.4 
trill ion was made in 
intragroup transactions 
by MTN Uganda and 
Airt el Uganda there 
was no evidence that 
the transac were 
audited bytaxauthori­
ties. 

BYTONYABET 
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A 
new audn IIf - General Ed­
ward Al:aI ba .. § Me! that the 
counlIy ImY billions of 
shillings mll!lea:lm tDI5 due to in­

adequate,., ... ". ri' 
ified declaratims. 

A<cording to !be 
past threeyears.ShC...I 
in intragrouplldi bM ",. • W7S Ugan-
da and Airtel \JpDda. tIlore was no 
evidence that the 10m! au-
dited bytaxauth<J:loe..lhrfoWreto au­
dit the transactiom. mked 
causing revenue less be::ome at poten-
tial transfer price and tax 
awidance by the CXIIDO findings 
MTNUganda refuted. 

In the report, "! p2'(IIlents 
went to foreign-related awnpanie< such 
as Shsl.4 trillion paid by WTN Uganda 
UdtoMTNlntematiaoal . Ltd 
between 2021 and 2023.Rlr AirIeI Ugan­
da, the company paid Shs6S billion to 
BbartiAlrtellntematiaoal NoIherlands) 
BV;Kenya Branch,BhartiAirtellnterna­
tional (Netherlands\ and Bharti Airte1 
(lJK)Limited,acoordinglDthereport. 

"I noted that no tIansIer pricing audits 
had ever been carried out IIf URA [Ugan­
da Revenue Authority] relating to mul­
ti-national teleoom operators<iespite be­
ing the largest'contributnrs to revenue 
and having potential avenues for base 
erosion and profit shifting.. Akol stated 
inthereport. 

Transparency International defines 
Base Erosion and Profit Shifting (BEPS) 
as the process by which multiilation­
al companies shift the profits generated 
in the rounlIy outside and into jurisdic­
tlbns such as o1fshore financial centres 
with lower or zero tax to minimise their 
tax burden. This practice is legal, but 
aside from eroding the tax base of c0un­

tries where the profits have been made,it 
also creates an unbalanoed playing field. 

Mr Ako~referring to the findings from 
the Diagnostic Wolkin Ug;mda's D0mes­
tic Revenue Mobilisation Strategy for 
2019 to 2024,said:"Uganda has sufiered 
significant base erosion through the 
abuse of Double Taxation Agleements 
and transfer pricing.FailuretoC3lT'fou! 
transfer pricing audits is likely to resu!t 
in significant revenue leakages reollting 
mainly from exorbitant costs for goods 
and services from related parties: 

The audit, reviewing URA and Ugan­
da Communications Commission'(UCQ 
revenue collection, also found flaws in 
the Telecommunications Intelligent 
Monitoring System (TIMS) and Data 
MonitoringSystem(DMS)usedbytheau­
thorities, missing key revenue streams. 
Akol also noted that TIMS and DMS are 
only fOOl5ed qn the.two m$r telerom. 
C<W>Rani~~MTl:i.jl:nll.AiJ:t~,').e~~ , 
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The OAG said they discovered other serious shortfalls in tax recoveries from mobile money transactions. PHOTOIFILE 

out 22 other operators, who are making 
money in theroun1I¥ 

Fondingsquestloned 
MTN Uganda disputed the claims of 

possible tax avoidance and profit shift­
ing."MTN Uganda is a responsible and 
ethical corporate citizen, committed 
to meeting aU its lawful obligations,in­
cluding the payment of aU taxes that are 
properly assessed and are due and ew­
ing,. Rhona Arinaitwe, the sernor man-
3lJer of communications and stakehold­
er management at MTN Uganda, said. 
"As part of a multinational group,MTN 
Uganda's related-party transactions are 
conducted in strict compliance with 
the Uganda Revenue Authority's Trans­
fer Pricing Regulations (2011) and the 
OEO> Guidelines on Transfer Pncing.AU 
such transactions are undertal<en on an 
ann's~ength basis and fully disclosed in 
aa:ordance with applicable laws and ac­
counting standards.· 

David Birungi,Airtel Uganda'S lead for 
public relations, said the companysub­
mits"to aU lawful audits whenever the 
authorities wish to.·He added:· ... "" will 
continue to do so at aU material times." 

ThetaJanan told the OftIceoftheAudi­
tor General (OAG) in an otllcial response 
that there are ongoing audits, with 
M1N'scompleted andAirtel's in progress. 
URA management further noted that 
"transfer pricing audits require substan­
tial resources and time, averaging one 
andabaiftotwoyearsand,therefore,the 
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reason to do one at a time" 
Ako~ in his recommendation, stated: 

., advised URA to continue carrying out 
transfer pticingaudits fur large multina­
tional companies to guard against base 
erosion and profit shifting." , 

Thevaluefurmoneyauditsoughttoex· 
amine the extent to which revenue as­
surance practices by URA and uee have 
led to the eftective collection of revenue 
from the sector, and detailed how the 
problem is compounded by insutlIcient 
training and knowledge transferto both 
URAand UCCstatI 

''It is not accurate to state that no reve­
nue assurance was done during the peri­
od under review What the Auditor Gel>­
ern! highlighted was the absenceofreve­
nue audits using the TIMS and DMS data. 
which were expected to provide an inde­
pendent,system-based assurance mech­
anism," Ibrahim Bossa, the UCC spokes­
man,said. 

Mobile moneydiscrepancies 
The OAG also said they discovered 0th­

er serious shortfalls in tax recoveries 
from mobile money transactions. 1b de­
tect the gaps, the report indicates that 
the OAG assessed Mobile Money With­
drawal amounts declared by MTN and 
thosereportedfromtheTIMS.MTNCash 
Out(LocalExciseDuty(LED) Return) was 
Shs67 trillion between 2021 and June 
2024, yet TIMS recorded Cash Out from 
MTN in the same period was Shs6S tril­
lion. Thiscompelled theOAGtoconclude 

that ·for MTN Mobile Money Uganda 
limited, the revenue declared by the op­
erator in the LED returns over the three 
financial years is higherthanthatreport­
ed by theTIMS by three percent. 

Schedule 2,part 13(e)ofthe Excise Du­
ty Act, cap 336, imposes a 0.5 percent 
charge on the transaction value of Mo­
bile Money withdrawals. This implies 
that for aU mobile money withdrawals, 
0.5 percent of the amount withdrawn is 
supposed to be declared as a return and 
remitted to URA. 

For Airte1 Money. the TIMS reported 
more WIthdrawal amounts than those 
declared by the operators (Airte1 MOD­
ey Camnen:el m!be lED returns by an 
"""""'" ri "'I\h1 penED1.AIrteI Cash Out 
'lED IIelurn fir 2021 to June 2024 was 
-IS yet l1JoIS repoi ted Cash Out 
iJr!besameponod asSll552 trillim. 

was -..:I upon reconciliatim be­
twtEIl UlIA and !be operaIOI'S that the 

data ". ' .... 1 othereleroents such 
as "II"Il1 fIqat. baJ"""'lf. waUet-to-bank 
aansfers, transfers from Airte1 wallet 
to other 1>3n>fa, and Money transfers 
fnm~lIl~custom­
..... "!herepartreads."'Ibereturns having 
tnIft ja'" i! A'M" than tbeTIMS implies 
that !be lDIS lS rmssing out on some of 
the 1Ilfur:naIian.' 
lhrtaxman told the OAG that the"cur­

rem bu5mess rules engagement shall in­
din. an aulD separation· to address the 
\'3fIaIlre.1n his report,AkoI advises URA 
manavmen'"to wolk Wlth the Bank 

from prepaid senrices. I"8YMU8 is generated, the report 
/t·s understood that URA and By design, it excluded ERP flle. revealed how the sector continue. 

UCC are working to enhance the and certain non-real-time revenue to operata without a manual that 
Telecommunication. Intelligent streams such as postpaid services. detail. a clear understanding of 
Monitoring System (TIMS) UCC has since engaged with the the business processes ofthe 
platfonn so that postpaid files, nMS and OMS implementation telecommunications sector, 
enterprise resource planning teams. toget/1eI' with URA and identification ofri.ks relating to 
(ERP) service., and other non- the operators, to expand the the telecom sector, industry-
real-time revenue. are fully scopeorthe systems. On the speciftc tax audit guidelines, 
integrated to enable nMS to issue orr......"". Pricing audit, and compliance improvement 
be used more effectively for URA acIu MM1edged that it had checklists, among others. 
comprehensive revenue audits, embarked on conducting transfer The audit tesked URA and 
closing the gap identifled by pricing audita while IIdmitting that UCC to urgently develop a 
the Auditor General, once the postpaid business in the telecom fIoamework that will define and 
enhancement is complete. space was on a downward trend, streamline business operation 

Par URA, the original technicaJ with c:uatomers' preference rules and ensure timely 
design and contract for nMS and made for prepaid provisioning or sharing. reconciliation. and 
O,.S, signed by the Uganda Pofice S8M1ices. w.-s the telecom oversight to eo .... "'" aIIIciet ICy 
Force as contract holder, focused sector comprises complex and e~ in_us 
mainly on real-timedtde,tnnafer proce .... II'oIn""'ichl\ieI)~, mobilisation. 

.' f' t~, 1" .. 11 .. 1- ' . ~l ~L ,. . ... .l-
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of Uganda ID develop and implement a 
frarneworIt to ensure mobile money op­
erators provide acrurate information on 
their operations for revenue assurance, 
specifically on mobile money withdraw­
als.. 

Gaps 
A<cording to the report, in addition to 

signals of a knowledge gap among stall; 
URA had only seven out ofnine required 
staffin the ICJ' and gaming uni~ which is 
directJyconcerned with handling the tel­
ecom sector. 

"For the past three years, no interna­
tional conferences, knowledge transfer 
initiatives,or benchmarl<ing initiatives 
have been conducted to equip sta1f re­
viewingrellellue from the teIerom sector 
with thenecessaryskills to appropriately 
ensure aU possible compliance gaps are 
flagged and appropriately addressed,· 
the report reads. 

URA management told the OAG that 
"aU telecom staff had gone through aU 
the TIMS and DMS modules by the end 
of June 2024.· 

Enock Nyorekwa Twinoburyo, a sen­
ior economist at the Sustainable Devel.­
opment Goals Center for Africa,said the 
gaps in revenuecoUections have conlrib­
uted ID rising public debt 

·For a long time, our tax to GDP has 
stagnated at about 13 percent,·he not­
ed, "And 13 percent is what you need to 
meet the basic ftmctions of'the State. But 
also tax e1fort and collection is the basic 
indicalDrofState efficiency in being able 
to organise andmobiJise.· 
The country's debt stock has grown as­

tronomically; with Fred Muhumuza,an 
economist, saying this has an effect on 
the government's ability to provide $0-

cial services like education and health 
aU ofwhich are"emfrgingcriticalneeds.· 

Potential 
The UCC's Mari<et Pmormanre Report 

for the quarter ending June 2024 puts 
mobile telephone subscriptions at 38.5 
million subscriber.< and mobile money 
registered subscriptions at 44.2 million 
subscribers. While digital financial ser­
vices remain the main driver of finan­
cial inclusion in Uganda, with 40.7 mil­
lion digital wallets recorded at the end 
of June 2022, at least 36.9 million of the 
40.7 million digital wallets were mobile 
netwolk operator (MNO) mobile mon­
eywaUets linked to MTN,AirteI,and un. 
alone. 

in the Financial Year202112022,thefP'l­
ernment introduced a direct 12 percent 
levy on the net price oflnternet data.af­
ter which a Value Added Tax (VAT) of18 
percent applied. The tax replaced the 
OVer-the-Top«JJ1')tax, which was mtro­
duoed in 2018 but fuiJed to!lf!Jler3te the 
anticipatedrewnues. 

A 12 percent Excise Duty is also levied 
on prepaid and postpaid airtime and val­
ue-added services. These services also at­
tract VAT Of18 percent, which is applied 
to aU ICfproducts exreptmobile moDe)< 
Airtimeonmobilecellula!;landliand 
public pay phones is subject to a 12 per­
cent lev)\ a charge that a telecom opera­
tor is required to declare in a tax return 
remitted to URA. 

The audit revealed deeper disparities 
in records IjeI1el3.ted by the TIMS system. 
While voice revenue declared by MTN 
UgandaLimited,regarding prepaid voire, 
is higher than that reported by TIMS by 
O\>eI' 14 percent over the years,thatofAir­
tel Uganda Limited, the voice revenue 
declared by the operator regarding pre­
paid~~higberandother 
times~Wn,Ihi~by1;lM& • 
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