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1 Introduction

The Celtel Uganda Limited versus Uganda Revenue
Authority case, which was decided in the Tax Appeals
Tribunal up to the Court of Appeal from 2004 to 2010,
drew considerable attention to the notion of
application to own use for Value Added Tax (VAT)
purposes. The  prominence of this
notwithstanding, many taxpayers continue to struggle
with the clarity of this concept, thereby exposing
themselves to potential tax liabilities. This article aims
to simplify and elucidate the concept, discussing its
implications.

case

2, Application to own

Also known as self-supply, application to own use is
widely recognized in VAT systems worldwide. In
Uganda, there is self-supply for VAT purposes when a
taxpayer redirects goods or services originally acquired
for business purposes to personal or non-business use.
Taxpayers who provide self-produced goods or services
to others, themselves, or related parties for either
business or non-business activities at no charge or
reduced prices can also fall under the realm of
application to own use provisions in the VAT Act.

The provisions of application to own use serve two
main objectives: promoting fairness and neutrality
within the VAT system and safeguarding against
potential revenue erosion. This is achieved by ensuring
that the personal, own business, and non-business use
of goods and services is treated as a self-supply for VAT
purposes and, therefore, taxed as any other ordinary
commercial transaction.

3. Thelaw and practice

The concept of application to own use is well-canvassed
within Uganda's VAT legislation. By drawing upon the
provisions of the VAT Act and the analysis in the Celtel
Uganda Limited versus URA case, we can delve deeper
into how self-supplies for VAT purposes arise.

a) Free business goods and services

Under normal circumstances, the provision of business
goods and services at zero consideration is a self-supply
for VAT purposes. This includes situations where an
audit firm offers free audit
telecommunication company provides free airtime, a
business owner utilizes business goods for personal or

services, a

non-business purposes, a chain store gives away free
goods to customers, or a
complimentary meals to its employees. If the Uganda
Revenue Authority (URA) is able to identify such
transactions, they will require the taxpayer to
self-assess and charge VAT accordingly, and
subsequently remit the VAT amount to the authority.

restaurant offers

b) Supply of own goods and services for
one’s business activities

The provision of self-produced goods and services for
one's own business activities without any consideration
is also a self-supply for VAT purposes. Examples of
such include a telecommunication company offering
free airtime to customers as part of its business
promotional activities, a power generating firm using
some of the power it generates in the process of
producing more power, a chain store providing free
goodies to customers as part of its business promotion
activities, and a water treatment firm utilizing some of
the water it treats while treating additional water.

In these cases, although output VAT on the supply of
the goods and services should be accounted for, the
taxpayer is also entitled to an equivalent credit in the
form of input VAT. This is because the goods or services
in question are consumed for the purpose of one's
business activities. As a result, the taxpayer can
generate a self-billed invoice and use it as the basis for
declaring the output VAT and
corresponding input tax.

claiming the

c) The supply of business goods and
services to an associate

The supply of business goods and services to an
associate at reduced or zero consideration is also
considered a self-supply for VAT purposes in Uganda.
According to Section 3 of the VAT Act, an associate is
defined as any person who acts or is likely to act in
accordance with the directions, requests, suggestions,
or wishes of another person, regardless of whether
those directions or requests are communicated.

The taxable value, on which VAT is calculated, is
determined based on the fair market value of the goods
and services at the time of the supply. Therefore, when
sales are made to related parties at no charge or for a
value lower than the fair market value, VAT is
applicable on the difference between the transaction
price and the fair market value.
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4, Conclusion

Similar to the reverse charge VAT mechanism, the
concept of self-supply or application to own use is
unclear to many taxpayers. However, it remains an
important aspect of the VAT system in Uganda. The
purpose of self-supply provisions is to ensure
accountability for value added, even when goods or
services are redirected for personal or non-business

use. By treating self-supplies as taxable transactions,
the VAT system effectively captures taxable value,
prevents revenue erosion, and promotes fairness.
Taxpayers, therefore, need to familiarize themselves
with the relevant provisions of the VAT Act to avoid
potential tax exposure. As the URA seeks to increase
revenue collections, understanding and adhering to
self-supply provisions becomes even more crucial for
taxpayers in Uganda.

Cristal Advocates accepts no responsibility for any loss occasioned to any person acting or refraining from acting as a result
of material contained in this publication. Further advice should be taken before relying on the contents of this publication.
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