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A Preview into the 30% Tax Payment Requirement
Hua Sheng International Company Limited v. URA (Misc. App. 154 of 2024)

1. Introduction

The requirement for taxpayers to pay 30% of the tax
assessed as a precondition for contesting Uganda
Revenue Authority (URA) tax assessments before the
Tax Appeals Tribunal (Tribunal) remains a cornerstone
of Uganda's tax jurisprudence. Despite numerous
judicial decisions and interpretations on the same, this
provision continues to provoke disputes and litigation.
The recent Tribunal decision in Hua Sheng
International Company Ltd v. Uganda Revenue
Authority (Misc. App. 154 of 2024) matter further
engages with this issue, as we explore in this
commentary.

2. Background

URA conducted a tax audit of Hua Sheng International
Company Ltd (Hua Sheng) and issued tax assessments,
which Hua Sheng duly objected to. Dissatisfied with the
outcome of URA’s objection decisions, Hua Sheng
sought recourse by escalating the matter to the
Tribunal sooner after which URA demanded the
payment of 30% of the disputed tax. To further compel
compliance, URA took the additional step of
deactivating Hua Sheng’s Taxpayer Identification
Number (TIN). This prompted Hua Sheng to challenge
the legality of both these actions before the Tribunal.

3. Hua Sheng's Submission

Hua Sheng argued that the 30% payment requirement
under Section 15(1) of the TAT Act only arises upon
order by the Tribunal, not at URA’s discretion. The
company maintained that URA’s unilateral demand
lacked legal basis since enforcement of the 30%
payment lies exclusively within the Tribunal’s purview.
Furthermore, Hua Sheng contended that the
suspension of its Tax Identification Number (“TIN”) by
URA was unlawful and violated its constitutional right
to a fair hearing. The company emphasized that URA’s
enforcement actions, in the absence of a Tribunal
order, were procedurally flawed and unjust.

4, URA's Submission

URA asserted that the obligation to pay 30% of the
disputed tax arises immediately upon the filing of an
application before the Tax Appeals Tribunal, regardless
of any order from the Tribunal. The Authority

contended that it is statutorily mandated to collect this
30% as a prerequisite for Tribunal proceedings.
Furthermore, URA argued that its actions, including
the demand for payment and the suspension of Hua
Sheng’s Taxpayer Identification Number (TIN), were
both lawful and necessary to enforce compliance and
ensure effective revenue collection. URA maintained
that the only means to restrain such enforcement was
through seeking an injunction.

5. The Tribunal’s Ruling

The Tribunal reaffirmed its established position that
the payment of 30% of the disputed tax is a legal
requirement for taxpayers challenging URA’s
assessments. It ruled that Hua Sheng’s obligation to
pay arose immediately upon filing the application
before the Tribunal and upheld URA’s demand as
consistent with the law.

However, the Tribunal made an important distinction,
clarifying that while the Tribunal is responsible for the
enforcement of the law on the payment of 30%, the
collection of the tax falls under URA’s remit.
Consequently, the Tribunal directed Hua Sheng to
either make the required payment or negotiate a
payment plan with URA, after which the case could
proceed on its merits.

6. Commentary

While the requirement to pay 30% of the disputed tax
upon filing an application with the Tribunal is
generally settled, concerns have been raised regarding
URA’s approach to enforcement. Specifically, the
issuance of agency notices or deactivation of TINs upon
filing, even in the presence of interlocutory orders that
bar tax collection to enforce the collection of this 30%
tax, has drawn attention. This approach has led some
practitioners to consider whether the appropriate
response to non-payment should be the enforcement of
collection or requesting the Tribunal to strike out the
taxpayer's application for non-compliance.

While the importance of effective revenue collection is
crucial, it is equally important that enforcement
measures are applied in a way that ensures fairness and
upholds procedural integrity. A balanced approach
would help prevent any unintended negative impact on
taxpayers’ rights while maintaining the necessary rigor
in tax collection.

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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