Inventory of Best Practices in Local Government Revenue Mobilisation and Generation
Best Practice Guidelines
1

Introduction

1.1

In January 2003, the Local Government Finance Commission (LGFC) employed a firm of consultants to carry out an Inventory of
Best Practices in Local Revenue Enhancement in 34 Local Governments (LGs) in Uganda. The aim of the inventory was to inform
all LGs of any best practices documented during the inventory, in order to help them increase their local revenue levels. The
guidelines described below are a product of the inventory carried out.

1.2

The guidelines have been designed to provide LGs with a tool to assist them in their mandate to collect revenue, a major component
of their activities.
Other powers, functions and responsibilities that have been devolved to them include:
?? The power to prepare, approve and implement their own development plans based on locally determined priorities;
?? The power to prepare, approve and implement their own budgets;
?? The power to raise and utilise their own resources according to their own priorities after making legally mandated transfers;
?? The power to maintain separate personnel systems and prepare their own payroll.

1.3

With the above responsibilities transferred to LGs, there is a need to empower them to raise local revenue for improved service
delivery and sustainable development. It is essential for LGs to enhance their own sources of revenue in order to ensure local
autonomy, promote accountability, enhance economic governance, promote local ownership, and realise decentralisation efficiency
gains by linking their revenue and expenditure decisions.

1.4

In formulating the guidelines, ideally to be used in conjunction with the Report on the Inventory of Best Practices the consultants
have taken into account the need to develop simple but effective administrative procedures and guidelines that are capable of being
implemented by all LGs.
The guidelines are based on:
?? Findings from the best practices inventory on revenue mobilisation and generation, the result of field visits to the 34 LGs in
February and March 2003 (see Appendix I of these Guidelines and the Report), and the feed-back regional workshops held in
March and April 2003;
?? Recommendations made in previous studies on revenue enhancement as well as inputs from current projects;
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?? A review of current legislation to ensure that any advice included in the guidelines complies with the law;
?? The LGFC Report of Regional Workshops on Best Practices in Mobilising and Generating Local Revenue s.
1.5

The guidelines for each revenue source take a step-by-step approach. They do not pre-suppose that those who wish to implement
the practices have limited knowledge about the procedures, but are intended to enable a comparatively new person, perhaps a new
LG office, to implement them easily.
Their usage involves the following stages:
?? When the guidelines are received at the LG, the CAO/Town Clerk should arrange for a senior official to go through them and
assess which sections are relevant;
?? The CAO/Town Clerk should then appoint an implementation team, comprising of the deputy CAO or Town Clerk, the CFO ,
and revenue officers dealing with the particular revenue sections to be implemented;
?? Each person involved in the implementation of the guidelines should study the relevant sections, and the team leader should
ensure that all personnel involved understand and agree with the procedures.

1.6

These guidelines cover the following areas:
?? Sensitisation and Service delivery
?? Accountability and Transparency
?? Graduated tax
?? Trade licensing
?? Property tax
?? Markets and other revenues
?? Privatisation and tendering

1.7 Before implementing any of the guidelines, it is recommended that a cost benefit analysis be carried out to enable a specific LG to
arrive at a rational decision. The cost-benefit analysis will establish whether the benefits to be obtained from the implementation of the
guidelines are likely to exceed the cost of implementation.
The steps required to perform a cost/benefit analysis are:
?? Compute the total costs associated with the decision to follow a particular set of guidelines;
?? The costs need to be split between one-off initial costs, which could be spread over a few years (say 5) and annual costs;
?? Estimate the total benefits from the implementation of the guidelines, not just for one year but for the longer term;
?? Compare the total costs with the total benefits and make a decision, which will also take account of benefits to taxpayers.
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1.8

To make the implementation of guidelines worthwhile for LGs, the expected benefits should exceed total costs. However, it must be
noted that certain variables included in a cost/benefit analysis cannot be quantified or even measured, but usually reasonable
estimates can be made to allow the analysis to be performed.
For example , before making a decision to follow the guidelines for trade licensing, it would be necessary to cost:
?? The training of personnel involved in the exercise;
?? The materials necessary to conduct the training;
?? Improved service delivery;
?? Conducting sensitisation and enforcement programmes.
Set these costs against the estimate of the benefits to be obtained, such as increased revenue from more businesses registering and
paying for trade licences. The decision to adopt a particular set of guidelines then needs to be made and the results should be
monitored closely.

1.9

The inventory of Best Practices identified five fundamental areas that require strengthening in all LGs: management, accountability
and transparency, adherence to LG regulations, effective service delivery, and improving the confidence of taxpayers in the LGs.
The key issues identified were:

?? Management was found to be weak in nearly all LGs, leading to misappropriation of funds and the poor management of human

and time resources;

?? The lack of accountability and transparency in the operations of all LGs hinders effective revenue mobilisation and generation,

leading to distrust by the tax paying community and poor service delivery;
?? The Financial and Accounting Regulations 1998 were in many areas ignored or flouted leading to poor internal controls;
?? Overall, service delive ry was poor, due to low levels of local revenue, which were in most cases used to meet administrative

expenses;
Until these aspects of your LG are dealt with, no amount of energy that is put into trying to increase revenue will bear fruit to the
extent that is possible. Ideas for dealing with these issues are in the Inventory of Best Practices report, which should ideally be read
alongside these Guidelines.
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2

Sensitisation and Service Delivery

2.1
1ntroduction
Sensitising the community on the need to pay taxes and contribute to local development is an aspect of local revenue generation and
mobilisation that needs to be emphasised. Effective sensitisation has been reported to reduce the negative attitude of taxpayers towards
paying taxes in several LGs, especially where it is related to service delivery. At the same time, LG officials need to be sensitised about the
needs of the community in order that potential taxpayers have the opportunity to respond and ask questio ns of LG officials: the process
needs to be one of dialogue.
2.2
Constraints
A number of constraints that might hinder the effectiveness of such sensitisation programmes were identified during the field visits and
workshops:
?? The unavailability of funds;
?? The apathy of taxpayers towards taxes;
?? The political climate may not be conducive to sensitisation programmes, especially during election campaigns;
?? The negative attitude of LGs towards the taxpayer’s inability to pay taxes;
?? The lack of understanding of the laws and LG responsibilities by LG officials;
?? LGs’ attitude towards donor funding and government transfers , which may lead to low interest in the sensitisation programmes;
?? Inaccessible Tax Assessment Appeals Tribunals;
?? A partially literate public that may not be able to read publications.
2.3
What is sensitisation and what is its purpose?
Sensitisation is a process of creating awareness of specific issues to specific people (potential stakeholders), with regard to the existence of
the issue and the need to support it. In this context, sensitisation involves creating awareness of taxes that apply to the communities, and
explaining the different types of taxes and the ir related processes for instance the administration processes in GT or property tax, or the
relationship between taxes and service delivery.
2.4
Wh at should the programme involve?
The sensitisation programme should involve explaining taxes in simple terms: who should pay, how they are paid (by application form,
payment into the bank, to a tax enforcement officer, etc), and when they should be paid. The sensitisation programme should cover topics
such as the purpose of taxes and how they are used in development and service delivery.
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2.5
How should the programme be conducted?
Sensitisation may be done through general LC meetings, seminars, budget conferences, workshops, structured courses, radio programmes,
call-in talk shows, and the print media (posters, brochures in local languages , leaflets etc.). Brochures and posters may be distributed at
information centres such as the land registry, LG offices and markets.
2.6
Who is involved in the sensitisation process?
A sensitisation programme should involve LG staff, particularly those involved in tax processes such as parish chiefs, members of the GT
registration and enumeration committee, LC executives, opinion leaders, politicians, contractors, and the community. The involvement of
politicians is also important, especially those who may need to retract negative statements made about GT while campaigning.
2.7
Who is to be sensitised?
Primarily, the general public, but this will depend on the type of taxes that are being targeted. Where sensitisation focuses on GT, all adult
members of the community need to be sensitised. In the case of property tax, the focus will be on owners of buildings in gazetted urban
areas; for trade licenses , the proprietors of businesses should be targeted; and for markets and other revenue, contractors, vendors and the
general public should be targeted. To overcome the apathy amongst LG officials towards taxpayers, LG officials should be adequately
sensitised, especially as to how taxes affect the poor, before they are able to sensitise communities.
2.8
When should sensitisation be conducted?
To begin with, the process needs to be conducted all year round in order to fill the existing gap in knowledge among the communit ies and
stakeholders. Specific timing may also be based on the type of tax. For example sensitisation about GT needs to be conducted before the
beginning of the financial year, and should then continue throughout the year. Similarly, sensitisation for property taxes, trade licences and
market dues should be conducted throughout the year. As a general rule, sensitisation should be conducted before the due date for payment
of the tax.
2.9
What are the yardsticks for effective sensitisation?
The impact of sensitisation can be measured by changes in the attitude of taxpayers, increases in local revenue, increases in the number of
people using the appeals tribunals, and the nature of questions asked by participants during seminars and radio talk shows. A LG or the
LGFC may need to conduct a survey in order to monitor the programme’s effectiveness.
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2.10

Step by step guidelines for sensitisation:

Stage
1. Training the
Sensitisation
Committee (SC)
and
pre-testing
sensitisation tools

2. The sensitisation
programme

Activity
??The Sensitisation Committee should be made up of members of the Technical
Evaluation Committee, which already exists in LGs
?
?Training should be carried out by the CAO, using qualified trainers and may
require outsourcing by the different LGs;
?
? Training should include a pre-testing of the tools on members of the sensitisation
committee who will identify issues that need clarification and/or further
development;
?
? The committee should be trained in customer care and communication skills and
the use of people-friendly approaches to taxpayers e.g. the participatory approach
used by Entebbe MC;
?
? The SC should be trained on the principles of equity in taxation, the needs of the
poor and the importance of linking taxes paid and effective service delivery;
?
? The SC should also be trained on how to demonstrate accountability for all funds
collected.
?
? Each LG should develop a sensitisation programme that takes into account:
- the needs of the community
- the needs of the LG
- the agricultural seasons
- activities that take place in the LG (to determine timing and methods of
sensitisation)
- revenue collection levels in different areas (to assist in determining the
methods of sensitisation to be used)
- the general attitude towards taxes and service delivery
?? The programme should take into account the training needs of LG officials;
?? A training programme to sensitise LG officials should be designed by LGFC for
district/town/municipal officials;
?? Once trained, the district/town/municipal officials should be able to train
officials at sub-counties/divisions and they in turn in parishes/villages/wards;
?
? The programme should take into account the different taxe s collected in the
jurisdiction of the LG, the literacy levels of the community, and the major
languages spoken in the community;
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?
? The programme should identify previous projects developed using contributions
from local taxes e .g. projects constructed with funds from co-funding
programmes and other similar projects in order to relate taxes to
development/service delivery; (See Appendix I, page 6 )
?
? A timeframe must be set for different activities in the programme, i.e. selecting
the SC, methods to be used, pre-testing the methods, conducting the programme,
and monitoring the programme.

3. Sensitisation
methods

?
? Determine sensitisation methods based on the type of taxes that the communities
are to be sensitised about, and the local capacity (funds and technical ability) of
the LG;
?
? Determine sensitisation methods for the sensitisation of LG officials on the needs
of the “poor”.
?
? For graduated taxes:
- Sensitisation should include clarification on the financial and calendar year issue
as a means of informing taxpayers when the tax is due
- Taxpayers should be sensitised on the role that the tax tribunals play and the
rights of the taxpayer to appeal against assessment
- The structure and rates of GT need to be communicated to taxpayers e.g. who
pays and in which GT band one falls.
?
? For trade licensing:
- Educate business persons about the regulatory requirements such as health and
building standards that they are required to meet;
- Use media, churches, mosques and public notices to disseminate information
concerning changes in procedures, fees, etc to the public
?
? For property rates:
- Sensitisation could be in the form of brochures explaining the applicability of
property tax and ground rent, who is responsible for paying the tax, how it is
assessed and paid, and the process for appeals against assessments. The penalty
for not paying the taxes and the benefits to be obtained, such as infrastructure
development, should be highlighted; (See Appendix I, page 9)
- Radio talk shows should be developed in the local languages spoken within the
LG, explaining property tax and rates, who is responsible for paying the tax,
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answering the common questions asked, and detailing the benefits of paying tax,
such as service delivery and development. (See Appendix I, page 6)
?
? For markets dues and others revenues;
- Sensitisation should be done through radio talk shows, seminars, and talks held in
the market arena, explaining the types of market dues and assessment procedures.
?
? For all revenue sources:
- Ensure that clear, simple and understandable communication tools are used;
- Identify facilities required to conduct sensitisation effectively;
- Where brochures are used, include pictures and illustrations where possible that
facilitate better understanding of the information; (See Appendix I, page 6)
- Seminars and workshops could be structured in the same way as the brochures
although they would need to be more detailed. The presenter should have
technical knowledge about the tax, should use terms that can be understood, and
should give the participants the opportunity to ask questions;
- Publish names of tax defaulters, in particular prominent defaulters in newspapers;
(see Appendix I, page 6)
- Tax education should be part of the school curriculum.

4. Sensitisation
Committee
(SC)

?
? A Sensitisation Committee (SC) should be selected to assist in identifying
opinion leaders from the respective communities;
?
? The committee should include representatives (politicians and opinion leaders)
from the different sub-counties in the LG for purposes of fair representation and
identification with the programme;
?
? Members of the GT registration and enumeration committee should also be part
of the committee to avoid over-stretching LG personnel.
?
? The sensitisation programme should be evaluated using the yardsticks for
effective sensitisation (see section 2.9, above)

5. Monitoring and
evaluating the
sensitisation
programme

?
? Conduct the monitoring exercise by:
- Reviewing records of the Appeals Tribunals
- Reviewing revenue records
- Taking note of issues raised during radio talk shows
- Seminars and suggestion boxes
(see over for indicators)
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?
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Stage

6. Service delivery

Activity
?
? It is important to develop indicators to evaluate the impact. These are set out on
page 5 of this chapter, and include: changes in the attitude of taxpayers , increases
in local revenue, increases in the number of people using the appeals tribunals,
and the nature of questions asked by participants during seminars and radio talk
shows.

By whom and when

?
? During the commissioning of projects, outputs should be clearly publicised in the
form of photographs of the projects completed, in order to create the link
between taxes and service delivery;
?
? Projects should be officially commissioned, with taxpayers witnessing the
signing of contracts at the site for development; (see Appendix I, page 12)
?
? During the initiation of projects, local leaders should be involved to allow
ownership of the project by the community; (See Appendix I, page 12)
?
? Devise mechanisms for receiving feedback from stakeholders, e.g. suggestion
boxes, surveys, call-in sessions by interested persons, and reviewing the records
of appeals tribunals and committees.

?
? The CAO and Subcounty Chiefs have
the responsibility of
building
accountability and
“Tax-responsiveness”
to the services
provided
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3

Accountability and transparency

3.1
Introduction
A fundamental principle, all LGs must improve accountability and transparency at all levels to ensure that all funds collected as local
revenue are protected from misuse ( see Chapter 7 of the report on the Inventory of Best Practices).
It is important that distrust by the communities over tax usage is overcome. Frequent, clear, and appropriate communication systems
between all the different actors, from the taxpayer upw ards, is vital if local revenue collections are to be improved.
A significant feature aiding accountability and transparency is Internal Controls. The key is for LG finance personnel to know
thoroughly and to implement fully the Financial and Accounting Regulations. If these are adhered to carefully and according to their
spirit, many aspects of control, accountability and transparency will automatically follow, producing greater trust and, as a result,
improved revenue for the LG.
In light of this, it is important to note that the Uganda Local Governments Association (ULGA) launched a Charter on Accountability
and Ethical Code of Conduct in April 2003. The political and administrative heads of LGs developed the Charter to ensure efficiency
and transparency in service delivery. The main objective of the Charter is to enhance accountability, transparency and integrity within
LGs, and uphold principles of good governance within the community. In addition to outlining roles of different stakeholders in LG
administration, the Charter sets out sanctions for breach of its provisions, and empowers the ULGA to publicise in the media any
misconduct, unethical conduct, or instances of mismanagement of public affairs by LG officials and also provides for rewards for best
performing LGs.
3.2

Constraints
??Poor financial reports;
??Inconsistencies in reporting procedures from one LG to another and from one year to another;
??Delayed or non-remission of shared revenues as stipulated in the LG Act;
??Non-accountability of revenues to taxpayers/communities about usage of taxes.
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3.3 Step by step guidelines for accountability and transparency;
Stage
1. General

Activity
??Post a breakdown of the monthly GT collected by each parish, village and
employees, on the sub-county notice boards; (see Appendix I, page 6)
??Post revenue received under the revenue sharing scheme on notice boards to
provide information to the public; (see Appendix I, page 6)
??Send the 35% to district, 25% to villages, and 5% to parishes of collections,
promptly every month;
??Inform the community about issues affecting them, e.g. when an official appears
before the Public Accounts Committee, the issue and outcome should be
communicated to them; (see Appendix I, page 6)
??Politicians must go to the people to keep them informed of developments and
show the tax paying community where the taxes they have paid have been used;
??Details of all taxpayers regarding their assessments and payment details should be
publicised to inform the community and ensure transparency;
??LC3s should publicise information of funds dispatched to LC1s and LC2s, who
should then disseminate this information in their respective communities;
??LC1s and LC2s should make their processes transparent and participatory
especially in determining usage of revenues;
??Village and parish councils should produce information about local projects
identified by local people and should account for funds received under the
revenue sharing formulae to LC3s.
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4.

Graduated Tax

4.1
Introduction
Graduated Tax (GT) is an annual tax, which is a compulsory contribution imposed by each Local Government (LG) to meet their priority
obligations. The mandate to levy and collect GT by LGs is stipulated in Section 81 (i) and part II of the fifth schedule of the Local
Governments Act 1997.
According to Section 81 (i), each LG levies GT on:
a) Every male of or above the apparent age of 18, who is on the 1st day of the financial year residing within the areas of its jurisdiction;
b) Female persons of or above the apparent age of 18, engaged in any gainful employment or business. The interpretation of what is
gainful employment is at the discretion of respective LGs.
4.2
Financial Information
From the 34 LGs visited in the field study and the statistical data recorded (see LGFC Report, Appendices I and VII), it is clear that GT is a
major source of revenue for LGs. It contributes 75-85% of total local revenue collection in district councils, and 25-35% of total local
revenue collection for urban councils. The statistical data showed a severe decline in the rate of GT collection by most LGs from 1998/99
financial year to 2000/2001. In the 34 LGs visited, GT collection declined in 30 LGs and increased in four. There is also fluctuation in
revenue figures for that period, and in some LGs the decline has been as high as 50%
4.3
Constraints
Several factors have contributed to the decline in GT collection, including :
??Political interference, especially during election campaigns;
??Poor management and administration practices in the GT e.g poor facilitation, enumeration, incorrect and late assessments etc. ;
??The poor attitude of taxpayers towards payment of GT;
??Lack of sensitisation of taxpayers and politicians on the need to pay taxes for local development and service delivery;
??Low educational levels of some parish chiefs;
??Large geographical areas;
??Mobility of taxpayers, resulting in incomplete data collected;
??Insecurity in some parts of the country
??Widespread corruption;
??A low tax potential;
??The GT policy environment whereby taxpayers continue to follow and prefer the calendar year to the financial year;
??Lack of knowledge and few or no procedures on how to appeal against unfair assessment, as well as lack of information about
exemptions for taxpayers;
??The failure of many LGs to demonstrate effective usage of revenue for service delivery, and to motivate revenue collectors.
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4.4
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4.5

Step-by-step guidelines for GT
Stages

Activity

By whom and when

1. Training

?
? The district/urban authority should provide guidelines to the subcounties/divisions/wards in January each year to enable them to decide on the
LC1 officials (most of whom should be involved), parish chiefs/town agents
and staff who will take part in the registration, enumeration and assessment
exercises. The training for all three processes should be done at the same time;
?
? The training should be in both technical knowledge and skills required,
particularly with regard to the listing of taxpayers and their property. There
should also be training in the development of positive attitudes (i.e. customer
care aspects) in handling members of the community paying GT;
?
? Ensure that all stationery and necessary equipment to be used in tax
administration training are in place, and the facilitators are experienced;
?
? The sub-county/division should organise an annual training workshop for all
those involved in the registration, enumeration and assessment exercise, with
guidelines from the district/urban authority;
?
? The training should be carried out before the registration and enumeration
exercise which should start by the time the training begins.

?? All officials involved
in the registration and
enumeration process
should be trained in
January

2. Registration and
Enumeration

?
? Guidelines should be provided to LGs specifying the time-table for the whole
GT process countrywide
?
? Work out a GT registration and enumeration exercise timetable, starting in
February. This will need to cover all villages and give enough time for
assessment to be carried out before the beginning of the financial year in July;
?
? Finalise which staff will be deployed in which villages/wards, ensuring that
there will be as much objectivity and independence as possible , as well as local
knowledge;
?
? The sub-county/division should establish its Registration and Enumeration
Committee for the year, which should consist of LC1 executives, parish chiefs
and parish development committee members; (see Appendix I, page 1)

?? LGFC should
provide the
guidelines
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?
? Publicise the timetable for the exercise, so that all communities are kept
informed, using radio announcements, meetings, rallies, notices, and other
locally appropriate means; in addition, LC3 should instruct LC1s and 2s to
inform residents of the timetable for enumeration and registration
?
? Carry out the registration/enumeration exercise to enable the compilation of a
comprehensive database of all eligible taxpayers in each village, then parish,
then sub-county register;
?
? Conduct house-to-house interviews with all eligible taxpayers to establish their
presence, their details and their property status;
?
? As far as possible, all LGs should conduct this exercise at the same time to
minimise the problem of migratory tax-payers;
?
? The registration book and enumeration forms should be used for recording the
details, which will have been part of the training in January;
?
? Ensure that all the taxpayer’s property and income are correctly documented,
which is likely to include physical verification where appropriate;
?
? The taxpayer, the registration/enumeration chairperson (or deputy), and the
parish chief should sign the enumeration form and certify that the information
is true and accurate, for purposes of transparency;
?
? Each parish chief should ensure that all enumeration forms are collected and
filed according to villages;
?
? Make sure the register is up-dated every quarter to take account of new taxpayers and those entering the LG as well as those who have left or died.

3. Assessment

?
? Assessors will already have been trained in January in the skills required to
compute the taxpayers’ income and the tax payable (see above). Included
should have been the technical officers in the various fields, such as
agriculture, veterinary, production and marketing;
?
? The enumeration forms should be passed on to the Tax Assessment Committee
(appointed by the district/urban council) at the sub-county/divisional level as
soon as possible;
?
? A permanent Tax Identification Number (TIN) system should be devised by
the CFO . Refer to Arua MC and Jinja DLG for help; (Appendix I, page 1)
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?
? Each tax payer should be allocated a TIN, which will be written on the
assessment form and later recorded in the registers at each level;
?
? Complete the assessments by the end of April, to enable councils to budget
correctly and taxpayers to plan their finances and be able to pay early in the
financial year; (See Appendix I, page 3);
?
? MoLG should send schedules of imputation values (values given to each item
of property) early to enable assessment committees to use them; these should
be appropriate to and so differing in each Region; LGs should liase regionally;
?
? Imputation values should be publicised throughout the communities;
?
? Assessors should compute the income of each taxpayer and assess it, using the
information on the enumeration/assessment form and the imputation values;
?
? Determine the amount of tax payable using the prescribed tax scales;
?
? Enter the tax payable on both the assessment form and the corresponding
certificate of assessment/counterfoil, and date it;
?
? Each form should be signed by the assessor, the taxpayer and an independent
witness;
?
? The names and addresses of the signatories should appear in full on the form
for easy identification;
?
? The certificate of assessment/counterfoil showing the tax due must be given to
each taxpayer;
?
? A taxpayer may refuse to sign the assessment form, if he/she considers the
assessment unfair. In this case, the taxpayer should be informed of the right to
appeal against the assessment within 30 days of the issue of the certificate of
assessment.

4. The Appeals
process

?
? Establish appeals tribunals at sub-county level as stipulated by law;
?
? Assessment officers should inform taxpayers of their right to appeal
immediately after giving them the assessment certificates;
?
? Every LG should display assessment results using existing GT bands in
public places for purposes of comparison and transparency;
?
? Every sub-county should have a programme of hearings as soon as possible
after the assessment process is complete (i.e. during May), to enable all
appellants from that sub-county to attend and be heard instead of having to
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go to district headquarters;
?
? The Tax Appeal Tribunal should be made up of high calibre officials of good
repute who should be independent of the enumerators and assessors;
?
? After hearing the appeal, the assessment will either be confirmed or
amended;
?
? The decision of the Tax Appeal Tribunal is not necessarily final. If the
taxpayer is aggrieved by their decision he/she has a right of appeal to the
MoLG, whose decision is final.

5. Exemptions

?
? A taxpayer that is not able to pay GT, and has good reason for not doing so,
may apply for exemption;
?
? The CAO or Town Clerk, on the recommendation of the Parish
Administrative Unit Council, may grant temporary, partial, or complete
exemption from the payment of GT .

?? The CAO or the
Town Clerk grants
exemptions

6. Printing of GT
tickets

?
? In order to determine how many tickets need to be printed for each GT band,
a count will be made after the appeals and exemptions processes have been
completed;
?
? The tender process (if required) for the printing of the correct number of
tickets, or the selection of the printer, should be completed by mid-May. A
reputable printing company should be identified to print the GT tickets to
minimise the danger of forgeries and other offences;
?
? The ordering and printing of GT tickets should be done in the first week of
June to give the printing company enough time to print and supply the tickets
before 15th June;
?
? If the number of taxpayers is sufficiently large, safety features should be
incorporated into the printing of the tickets, for example pre-printed serial
numbers, the LG logo, watermarks etc;
?
? Printing of the tickets should be completed not later than June each year and
certainly well before the beginning of the financial year. (See Appdx II, p4)

??A reputable printing
company should print
the GT tickets
??Printing should take
place in the first half
of June
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Stage

Activity

7. GT tickets:
supply and storage

?
? The CFO of the LG should witness the delivery and recording of the tickets
from the supplier before storage;
?
? On receipt, the tickets should be checked and recorded by serial numbers in a
central GT register;
?
? The control of the tickets should be entrusted to a trustworthy official;
?
? The tickets should be locked in a safe or a strong room until distribution
takes place.

8. GT tickets:
distribution

?
? A prescribed requisition form in quintuplicate must be used by each subcounty/division to requisition GT tickets from district/urban headquarters;
(See Appendix I, page 4)
?
? The tickets should be issued only on presentation of the requisition form by
the sub-accountant or divisional accountant;
?
? The requisition should be authorised by the sub-county chief or divisional
assistant Town Clerk and be approved by the CFO/Revenue officer at the
headquarters;
?
? The authorised and approved requisition is then presented to the official in
charge of the strong room or safe;
?
? GT tickets should be recorded and signed for by the sub-accountant or
divisional accountant in the central GT register; (See Appendix I, page 4)
?
? Distribute the 5 copies of the requisition form as follows:
?? To the sub-accountant (original)
?? To the CIA
?? To the CFO/Revenue officer
?? To the sub-county chief; and
?? The remaining copy is kept and filed by the issuing officer.

?? Distribution of GT
tickets to subcounty/ division by
the CFO or deputy
should take place
between 15th and
30th June

9. GT tickets:
receipt at subcounties/
divisions

?
? The sub-county chief/divisional assistant Town Clerk should compare the
number of tickets received by the sub-accountant/divisional revenue officer,
and their serial numbers against his/her copy, for the record and for
accountability purposes; (See Appendix I, page 4)

?? GT tickets reach
the sub-county/
division by 30th
June

LGFC: Inventory of Best Practices in Revenue Enhancement, Guidelines , August 2003

By whom and when
?? Tickets should be
sent to the CFO in
June for storage

18

?
? The GT tickets should be recorded in the sub-county/division GT register and
kept in a safe by the sub-accountant/ divisional accountant;
?
? Sub-counties/divisions should prepare monthly returns on all valuable
stationery, especially GT tickets, receipts and permits.
10. GT tickets:
sale

?
? On sale of the GT tickets (July), a ticket should be issued to each taxpayer by
the tax collector, on presentation by him/her of the certificate of assessment;
?
? The counterfoil on the GT ticket should be kept by the sub-accountant/division
accountant for accountability purposes;
?
? The issued ticket should be recorded in the GT register; see Appdx I, p4
?
? In the case of institutions and organisations that deduct GT from employees
and pay the amounts deducted in instalments, a general receipt should be
issued to the employer when they remit the GT deducted from employees to
the relevant local authority, normally on a monthly basis;
??After completing the deductions from employees and remitting them, GT
tickets should be sent to the employer for onward distribution to employees.

?? Sale of GT tickets
starts on 1st July for
individual taxpayers
?? After July -October,
deductions are made
for those in
employment

11. Collection

?
? Collectors need to be well trained on the procedures to be followed and
attitudes to demonstrate in the collection of revenue. This training should take
place in June to enable collectors to begin collection at the beginning of the
financial year in July;
?
? To enable the collection to begin, GT tickets and general receipts need to be
available to the collectors at the sub-county/division by July 1st;
?
? Collection centres, where necessary, should be established close to the tax
paying community, and should be supervised by parish chiefs; see Appdx I, p5
?
? Where relevant, the timing of collection of GT should take into account the
harvesting season for farmers;
?
? The taxpayer should be required to produce a certificate of assessment or a
counter-foil when making payment of GT;
?
? The GT ticket should then be handed to the taxpayer as his/her receipt for the
payment;
?
? For those in formal employment, the employer deducts the tax from the ir
salary and remits this to the relevant local authority in four equal instalments
between July/October, after which the GT ticket is issued.

?? The CFO should
supervise the
training of
collectors in June
?? Collection should
be done preferably
between July and
December
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Stage

Activity

By whom and when

12. Banking of
cash collected

?
? The cash collected should be kept in a safe by the sub-accountant/division
accountant until it is banked;
?
? Banking should be done intact and promptly into the collection account. In
urban centres, banking daily is recommended.

?? Intact and prompt
banking by subaccountant/division
accountant

13. Internal
Controls

Guidance for following proper internal controls in the handling of cash is set out in
the LG Financial and Accounting Regulations, 1998. If these are followed carefully,
internal controls should be sound.

?? CFO should follow
LG financial and
accounting regulations
strictly

14. Motivation of
collectors and
taxpayers

Some LGs motivate revenue collectors by offering rewards or commissions based on
different criteria as follows: (See Appendix I, pages 6 & 7)
?
? Reward for parish chiefs, sub-county chiefs and LC1s, collecting over 90% of
the expected revenue, by providing bicycles, radios and iron sheets; each LG
should determine the most appropriate level and form of motivation themselves;
?
? Best taxpayer is rewarded with a prize, decided by the LG;
?
? 1-10% commission is given to revenue collectors;
?
? Up to 15 bicycles are provided for the best tax collectors;
?
? Reward of a bicycle for the first parish chief in the sub-county/division who
completes collection of GT;
?
? Each LG will decide on the appropriate rewards or conditions, which will partly
depend on factors such as the size of the area covered and the potential to pay;
?
? A breakdown of the monthly GT collected by parish, village, and from
employees should be posted on notice boards;
?
? Ensure that taxpayers appreciate the benefits of the money paid in taxes by
remitting promptly to the villages and parishes the 25% and 5% respectively,
and using that money to fund projects.
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Stage
15. Use of funds

Activity
?
? The revenue sharing requirement should be done according to the provisions
of the LGs Act 1997 (fifth schedule Part V). The details are set out below:
For rural districts:
??
35% is sent to the district
??
65% is retained by the sub-county
Of the 65% retained by the sub-county:
?? 5% is sent to the county
?? 25% is sent to the village
?? 5% is sent to the parishes
?? 65% is retained by the sub-county
For urban councils:
?? 50% is sent to the headquarters
?? 50% is retained by the division
Of the 50% retained by the headquarters, 30% is sent back to the divisions as
equalisation grant.
Of the 50% retained by the division and 30% equalisation grant from
headquarters added together,
??
25% is sent to the village
??
10% is sent to the parish/ward
??
65% is retained by the division
In addition to the above revenue sharing arrangements, the LG (Amendment) Act
2000 requires:
?
? Every urban council to contribute 2% of its total revenue to the district
council;
?
? Every town council to contribute 5% of its total revenue to the county in
which it is situated;
?
? All payments authorised and made out of collected funds must have been
budgeted for;
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Stage

Activity

By whom and when

16. Enforcement of
collection from
defaulters

?
? A training programme should be organised (before December) for all those
involved in the enforcement exercise, to sensitise them on the code of conduct to
be followed;
?
? The training should include instructions on the timing of enforcement and how
it is to be carried out;
?
? The use of excessive force or dawn raids is strongly discouraged;
?
? Debt collectors should be used to collect unpaid GT from defaulters after the
deadline (which is 31 December). Paying a commission of 10% to the debt
collectors on the tax collected, has proved satisfactory;
?
? Taxpayers who default, should be made to carry out community work.

??Train enforcement
staff in December
??GT defaulters should
be detected and fined
from January to June

17. Penalties

?
? A fine of 50% should be imposed for GT outstanding at the end of the first six
months of the financial year;
?
? LGs should persuade employers that GT should be deducted in July/October
annually, not January/April. This will need to be negotiated, perhaps over a 2year transition period;

??LGs should impose
penalties after
December
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4.6

Additional notes: “Strengthening Decentralisation in Uganda” Project

A USAID-funded project, “Strengthening Decentralisation in Uganda” (SDU), is currently being piloted in some districts e.g.
Luweero and Nakasongola districts. A card system has been developed for recording and controlling GT registration and
assessment of taxpayers in a non-computerised environment. Copies of the SDU manuals are attached as Appendix II.

The main activities involved are:
Establishment of a register
Registers are established to identify whom to bill and the parameters of billing. The record card provides the history of the
taxpayer showing the liability of the taxpayer and the payments made to settle his/her liability.
Amounts due entered on card
Each year the amounts due from the taxpayer are entered on the card, based on the information on the Graduated Tax assessment
forms.
Record receipt
Cash received is recorded in the Graduated taxpayer’s personal card.
Record penalties
Penalties are calculated and recorded in the Graduated Taxpayer's personal record.
Quarterly Reports
Quarterly reconciliation reports and the report to the District Council is prepared.
The above system could be used as an alternative to the tax registers currently being used and Guidelines produced by the SDU
project are attached to these Guidelines.
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5.

Trade Licensing

5.1
Introduction
The law governing businesses is the Trade (Licensing) Act 1969. All businesses, except those mentioned under Section 7 of the Act are
required to obtain annual trading licences upon the payment of a fee. The key to increasing revenue from trade licences in LGs is through
improved administration and customer satisfaction. Management and operational staff must be motivated to assist in revenue growth. Close
supervision and monitoring by revenue collectors and effective service delivery are the key factors that affect revenue growth.
A trading licence is issued by LGs to business -persons, giving them the right to carry on business in the area of jurisdiction of the LG.
There are various categories of licences, depending on the location and type of business e.g wholesale, retail, hawkers, urban and periurban.
5.2
Constraints
The following are the major problems facing the licensing process:
??Out of date business registers which make it difficult for LGs to determine the number and characteristics of businesses in their
areas of jurisdiction;
??Tax avoidance by some politicians who do not register their businesses;
??Fraud on the part of cashiers and other LG officials, who misappropriate some of the cash collected;
??Poor flow of information to business owners such that many of them neither understand nor comply with their responsibilities under
the law ;
??Information collected during the licensing process is rarely used to help determine better policies, better infrastructure development,
or better programmes to support businesses;
??The combination of three important but competing objectives of registration of businesses, regulation of health and safety standards
and revenue collection under one system, which produces costly and negative side effects for both businesses and the
administration;
??The long-drawn-out exercise of requiring various approvals1 and documents 2 before being issued a licence, including inspection of
buildings and compliance with health standards3.

1

LC1 Chairman’s signature, signature of Trade Development Officer (in some LGs)
Graduated Tax ticket, Memorandum and Articles of Association, Investment Licence (in some LGs)
3
These inspections are extremely important and should take place continuously, throughout the year and not necessarily at the time the business is receiving or
renewing a licence.
2
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5.3

Diagram of the Trade Licensing process
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5.4

Step-by-step guidelines for Trade Licensing
Stage

Activity

By whom and when

1. Training

?? Training should take place for all personnel involved in the trade licensing
exercise, including, but not limited to, the licensing officer, the trade
deve lopment officer, and his/her support staff. Training should be developed
based on a needs assessment of staff in areas of customer care and the technical
aspects of licensing;
?? Training should be held covering all aspects of tax administration to strengthen
the LGs’ capacity;
?? As with other training requirements outlined in these guidelines, the design,
costing, planning and implementation of the training will need to be taken into
account by the Human Resource Personnel of the LG, possibly wit h the
assistance of external consultants;
?? It is also essential that the LG’s management capacity be strengthened in order
to generate more local revenue from this valuable source.

?
? Training for licensing
officer, trade
development officer
and support staff,
August and
September
?
? Co-ordinated by the
Human Resource
Personnel or external
trainers

2. Registration of
businesses and
awareness raising

?? The LG officials that need to be involved in this exercise may include: licensing
officers, trade deve lopment officers, health inspectors, building inspectors , and
LC1 executive members;
?? Every business must first be registered by being identified and having all
relevant information collected, recorded and entered in the business register;
?? Every business must receive information about health standards and their
responsibilities and obligations;
?? The following is the suggested information required in a register:
Business name/owner; street or LC1; parish; type of business; name of building;
plot number; demand notice number; licence number; amount payable; amount paid.

?
? Action by licensing
officer, trade
development officer,
health inspector,
building inspector ,
parish/town agents
and LC1 Executives
?
? Between September
and October
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Stage

Activity

By whom and when

3. Business
classification

?? Businesses should be classified according to the volume, location, and type or
nature;
?? This exercise should be carried out before the beginning of the calendar year, the
period for which licences are issued.

?
? Licensing officer,
trade development
officer makes the
classification between
September and
October

4. Assessme nt

?? Each business should be assessed according to its classification;
?? The LG should fix the rates for each class of business within its jurisdiction;
?? LG officials should determine the licence fees, using the different categories of
business and the rates fixed as above.

?
? Between September
and October

5. Demand/
Payment advice
Notice

?? The demand notices should be prepared by the LG and delivered to the respective
business owners, preferably by hand, towards the end of the calendar year. This
will mean that licences are paid early in the following calendar year to which they
relate;
(Note: recommendations have been made to bring the trade licensing period in line
with the financial year, i.e. July to June, rather than the current calendar year);
?? The original copy of the notice should go to the taxpayer, the duplicate to the
licensing officer, and the third copy remains in the book for accounting and
accountability purposes.

?
? Licensing officer,
trade development
officer and
parish/town agents
?
? Between November
and December
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Stage

Activity

By whom and when

?? The assessed fee must be paid by the taxpayer, as follows:
?? The applicant must purchase an application form at the LG office;
?? The form should them be completed with the assistance of a licensing officer, if
necessary;
?? Licence fees must be paid at the LG cash office and a receipt obtained;
?? The licensing officer should then process and issue the trading licence, which is
signed by the CAO or Town Clerk, or his/her appointed agent;
?? When the business has been licensed, information about the business should be
added to a systematically maintained manual or computerised register, as soon as
possible. (See Appendix I, page 8)

?
? The exercise should
be under the control
of the CFO and
Revenue officers

7. Enforcement

?? The LG officials must monitor collection by comparing the information on the
business register with that of the businesses that have received a licence , as
shown on the register. Action taken against non-payment would then be based on
the registers and target only businesses that have not paid;
?? Enforcement should be undertaken fairly and evenly to ensure that all businesses
have trading licences, and every effort needs to be made to ensure that all
premises and activities within them have received a licence;
?? Where businesses are found, after a period of notice , not to have a licence, they
should be closed immediately and remain closed until the licence fee is paid.

?
? The revenue officer
and licensing officer
carry out collection of
licence fees
?
? Enforcement starts 1st
July
?
? LG enforcement
officers ensure all
businesses have valid
licences

8. Administration

?? The LGs must follow strictly the established laws, regulations , and
procedures, and issue licences in a transparent, accountable and fair manner.
This will earn them the necessary credibility to carry out the task;
?? Requirements such as health and safety inspections should continue after the
licence is issued;
?? These inspections should not only focus on checking the current compliance

?
? CAO/Town Clerk
?
? Health Inspector
?
? Building Inspector
?
? This is a continuous
exercise

6. Collection
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status of the business, but also educate businesses about health and safety;
?? Licences should be withdrawn where businesses pose a risk to the public
because of poor health standards;
?? The public needs to know that, under the Trade Licensing Act 1969, Section 12,
it is illegal to operate a business without a trading licence , except for activities
listed under Section 7 of the Act;

9. Usage

?? To increase revenue from this source, the taxpayers must be able to link the
payment of taxes to improved local services and be sure that licence fees are
being administered fairly;
?? Therefore the priority must be to improve service delivery, since taxpayers are
more willing to pay taxes when they receive some tangible benefits or services in
return;
?? Accountability by communicating publicly how total revenue has been utilised is
recommended, for example through the use of posters and sensitisation
programmes.

?
? LC executives
?
? CAO/CFO/Revenue
Officer

5.5 Summary of steps required by business-persons in obtaining a trading licence :
Step 1: Obtain and complete application forms at the appropriate LG office (e.g. Division Office);
Step 2: Return forms to the licensing officer in the LG office, for processing, fee assessment, and record purposes;
Step 3: Pay licence fees at the cash office and obtain a receipt;
Step 4: The licensing office will then process the trading licence;
Step 5: The licence is issued by the licensing office.
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5.6

Additional notes

Pilot streamlined Trade Licensing System in Entebbe MC
A streamlined trade licensing system is being implemented on a pilot basis in Entebbe MC. The system is based on (i) fewer approvals (ii)
de-linking health inspections from registration (iii) improved accountability for total revenue collected (iv) a simplified form and (v) the
provision of better information on applicable health and safety standards and the licensing process.
This new system has made it much easier for businesses to obtain licenses and has dramatically reduced the average time required to obtain
a trading licence , from two days to 20 minutes. Data collected from businesses is being entered into a computerised database to assist the
Municipal Council in carrying out inspections and enforcement more efficiently, and ensure better planning and an even faster licence
renewal process for businesses.
A. Awareness and information provision to businesses:
?
? Brochures and posters on the process are distributed to businesses as part of meetings, delivered door-to -door, or distributed
by the MC staff;
?
? Sensitisation of businesses on the process and the fees to be paid, as well as on health standards, is being implemented as part
of the registration process.
B. Update of register of businesses in the MC:
?
?Manual and computerised registers of businesses in the MC have been developed. Registration is combined with door -to-door
awareness-raising and fee assessment.
C. Process of streamlined licensing, de-linked from health inspections:
?
? Pay for and receive new application form from the Municipal Division Office;
?
? Complete form (Division staff are required to assist with completion of the form);
?
? Take form to cashier at the division office for fee assessment, and pay fee to the cashier;
?
? Cashier prepares the receipt and the trading licence or operational permit or Public Health (PH) Licence;
?
? Cashier takes the trading licence or operational permit or the PH Licence to the finance officer (and TC for the PH Licence)
for their signature;
?
? The signed licence or permit is then handed over to the applicant;
?
? For businesse s that need to be inspected according to the Public Health Act, the cashier completes the health inspection form
and forwards it to the health inspector;
?
? After inspecting the business, the health inspector then returns a copy of the form with comments to the cashier to be filed;
?
? Data on the application form is entered into a computerised database and the application form is filed.
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D. Simplified Application form, which collects relevant statistical information for planning purposes:
The Form collects only the following relevant statistical information on the business:
?? Name of applicant/business, physical and postal address, and telephone;
?? Nature of activity; Total number of employees and breakdown by gender;
?
? Type of ownership;
?
? For businesses that are part of a group enterprise, the name and postal address of the headquarters.
E. Health inspections:
?
? Health inspections are targeted and focussed on levels of risk. Emphasis is put on education about health standards in order to
improve compliance levels. Hig h-risk businesses (e.g. salons, clinics, restaurants, bars) are inspected immediately after
licensing. Health inspections are conducted continuously throughout the year.
F. Enforcement to ensure that businesses have received a licence:
?
? Enforcement takes place after a given notice period, to encourage businesses to comply voluntarily;
?
? Enforcement targets businesses that have not received a licence using the data collected by the MC.
G. Sharing information on licensed businesses:
?
? Reports are periodically printed for the senior management for purposes of monitoring compliance levels and revenue
collected.
H. Sharing of data for national planning purposes:
?
? Monthly data on licensed businesses is submitted to the Uganda Bureau of Statistics for national planning purposes.
I. Results:
?
? Reduced average total time taken by businesses to receive a trading licence from 2 days to 20 minutes;
?
? Higher levels of voluntary compliance by businesses, and increased revenue from licensing;
?
? Improved use of resources through more systematic and effective monitoring of health standards, and more targeted
enforcement using up-to-date business registers;
?
? Availability of up-to-date business registers for planning purposes;
?
? Increased awareness by businesses of their responsibilities through awareness campaigns;
Improved partnership between businesses and the MC.
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6.

Property Tax

6.1
Introduction
Property tax may be levied by LGs on immovable property, which, in this context, means buildings on land. The buildings may be
commercial, industrial, residential, or a structure of any kind, but property does not include a vacant site. The taxes levied on property are
referred to as property rates. The powers to levy property tax are derived from the Local Government s Act 1997, and the Local
Government (Rating) Decree 1979. Currently, the latter is being revised in the Local Government (Rating) Bill 2003. The district or the
urban council shall impose , under the provisions of the Local Government (Rating) Decree 1979, rates on property within its area of
justification. Under the LG Act, 1997, Fifth Schedule, regulation 11 (2), a district or urban council is empowered to make regulations
concerning the levels of property tax.
In some parts of the world, income from property is a major source of revenue for local authorities, but only a few urban LGs have
exploited this source of revenue. In Uganda, property tax has the potential for enhancing local revenue collection enormously, and all
relevant LGs should develop this potential as a matter of priority.
6.2
Constraints
A number of constraints have been identified during the inventory of best practices that hinder the exploitation of what could be a potential
source of revenue for LGs. They include:
??The shortage of qualified valuers throughout the country to carry out property valuations ;
??The Chief Government Valuer’s office is too centralised;
??Most LGs visited were not conversant with the law that governs property tax
??Poor service delivery, leading to low collection efficiency of property taxes;
??Poor tax administration e.g ineffective enforcement mechanisms;
??The Local Government (Rating) Decree, 1979, is outdated.
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6.3

Diagram of the property tax process
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6.4

Step-by-step guidelines for property tax
Stage

Activity

By whom and when

1. Establishment and
Training

?? There is a need to create a valuation section within the LG, if it is not already in
place;
?? Job descriptions for those to be involved at the different stages of property tax
administration and collection should be developed by the Valuation Officer, who
will need to be recruited;
?? The above process should be initiated by the CAO or Town Clerk, who will submit
the job descriptions to the District Service Commission;
?? Whether officials are already in place or not, a training-needs analysis should be
carried out, during which the requirements of the personnel detailed in the job
descriptions are considered;
?? Training should be focused on the rationale and practice of property tax, the policy
and administrative procedures, and approaches to improving taxpayer service;
?? Arrangements should be made with a suitable capacity building organisation to train
the various officers involved in valuation.

?
?CAO/Town
Clerk
?
? Personnel
Officer should
recruit
?
? January to
February, or as
soon as
possible

2. Registration of
Property

?? The data should be collected by LG officials (e.g. parish chiefs, valuation officials)
assisted by LC1 executives;
?? LGs may use surveyors, engineers, students and/or any other group of people to work
under the guidance of a valuer to capture the basic information;
?? The register requirements should be simple and focused only on property-related
information, e.g plot number, street/village owner, description of property, postal
address, gross value, and rateable value. The following is a suggested outline of the
property tax register: serial number, plot/building number, street/village; owner;
description (commercial, residential, industrial); postal address; gross value; rateable
value; annual payment due.

?
? Parish Chiefs,
Valuation
Officials and LC
1 Executives
?
? Between
February and
March
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Stage

Activity

By whom and when

3. Zoning

?? This process signifies the ear-marking of areas for easy administration, e.g. KCC
has 15 rating zones which cover the entire city;
?? Considerations for zoning should include the size of the area, population, types of
developments and natural landmarks;
?? This would normally be done by the valuation officials, and approved by the
technical committee and then the LG council.

?? Valuation Officials
?? Between February
and March

4. Inspection of
Properties in the
various zones

?? A team of valuers should move from property to property, street by street,
obtaining particulars of ownership, plot/building number and other details;
?? All measurements, description of materials used in construction, and other
information required, will be noted for each property.

?? Valuation officials
?? Between February
and March

5. Draft Valuation
List

?? The valuation should depend on the location of the property, its size, materials
used in construction and services available;
?? An assessment should be carried out to determine both the gross and rateable
value of the property;
?? The monthly rent multiplied by 12 is the annual gross value from which statutory
deductions are subtracted to arrive at a rateable value;
?? When all properties in a rating zone/area have been valued, the draft valuation list
should be prepared;
?? A statutory notice that the draft valuation list is ready and open for viewing should
be published in the Gazette and in at least three local newspapers;
?? The public should be invited, through the mass media, to view the list and appeal
against an assessment if dissatisfied with the valuation.

?? C.G.V/Valuation
offices will carry out
the valuation and
assessment
?? Between February
and March
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Stage

Activity

By whom and when

6. Valuation Court

?? Receive and compile the list of all objections within 21 days from the date of
publication of the notice in the Gazette;
?? Council should meet to appoint a valuation Court which consists of a Chairman
and two other members and also decide on the rate to be charged;
?? The rate charged on the rateable value should range from 0% to 20% according to
the Local Government (Rating) Decree 1979;
?? The valuation court should consist of either the Chairman who must be a Chief
Magistrate, Magistrate Grade one, or an Advocate of not less than five years
standing;
?? The members of the court should be engineers, architects, or other such persons
knowledgeable in real property transactions;
?? The Chairman of the Valuation Court should sign the certificate and append it on
the list;
?? Failure to file an objection implies that the value is accepted and becomes
binding.

?? LGs

7. Final Valuation
List

?? The clerk to the Valuation Court should publish in the Gazette twice within a
period of ten days in at least one newspaper, a notice that the valuation list has
come into force;

?? Valuation officials by
May or June

8a. Collection and
Enforcement

?? Prepare and send demand notices to property owners annually, showing the
amount of tax payable;
?? When a new building is constructed, after the final valuation roll has been created,
the above process is repeated and the property is added to the valuation roll;
?? Collection and enforcement must rely on a combination of positive incentives,
sanctions and penalties;
?? Positive incentives should be the first appr oach, convincing the taxpayer to pay
their assessed taxes by providing improved local services, e.g. street lights, street
cleaning, opening up of roads, garbage collection and grass cutting etc. (See
Appdx 1, page 8)

?? Demand notices sent
by June or July
?? Voluntary payment
?? Start 1 July

LGFC: Inventory of Best Practices in Revenue Enhancement, Guidelines , August 2003

36

8b. Appeal

Stage
9.Administration
and Management

10.Supplementary
Valuation

11. Payment and
Recovery

?? An objector who has served a notice of objection as stated above and is not
satisfied with the ruling of the Valuation Court or the values in the list may
appeal to the High Court within 30 days;
Activity

By whom and when

?? In addition, the administration of this source of revenue should be carried out in an
efficient and equitable manner;
?? There should be tax education and sensitisation of communities about property
tax;
?? Voluntary compliance is essential in order to have a sustainable local revenue
mobilisation system.

?? C.F.O., C.A.O/Town
Clerk, LC officials

?? When new buildings are completed, after the valuation list has come into force, a
supplementary Valuation List is produced.

?? Valuation Officials

?? Each taxpayer should be given details of how and when to pay the tax and this
should be stated clearly on the rate demand notice;
?? Payment should be made by the taxpayer in cash or cheque at the LG cash office;
?? The rate demand notice may provide an option for payment to be made in two
equal instalments, but the taxpayer should be given the option to make one
payment only;
?? LGs must be prepared to use sanctions if the taxpayer defaults; (See Appdx II,
page 10)
?? A further demand note should be sent (say) 14 days after the due date for payment;
?? If the taxpayer still fails to pay, refer the matter to the magistrate for recovery;
?? The courts can use other penalties, such as individua l fines, seizure and the auction
of movable assets and immovable property;
?? Until payment is made, an injunction can be placed by the LG on the property to
prevent it from being sold or transferred by the owner.
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6.5

Additional notes

City of Kampala (KCC) property rates brochure
KCC has developed a brochure entitled “All About Property Rates”, describing the various steps involved in the valuation of property in
Kampala. The information forms an additional helpful resource, and is summarised below . The rate payable is arrived at through a process
that includes:
?? The appointment of valuers
?? Field inspections
?? Office computations
?? Gazetting
?? Display to receive objections
?? Hearing of objections by the Valuation Court
?? Approval of the valuation list.

Step 1
On appointment of a Valuer, a notice is published in the media informing Local Councils and property owners that their properties are
due for valuation.
Step II
A team of Valuers move from house to house, street by street, obtaining particulars of ownership, plot number, details of construction,
size of buildings, services available and how much rent is paid or chargeable.
Step III
The Valuers, then sketch and make a fair copy of the detailed data obtained in Step II, including potential accessibility to infrastructure
and services such as garbage disposal, lighting, telephone, water etc. The value of a property is affected by the availability of services
Step IV
An assessment is made to determine the gross and rateable value of the property.
Step V
A list of all property valued and their respective values are compiled in the Draft Valuation List.
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Step VI
Copies of the draft valuation are displayed for 21 days at the Council’s offices, and all interested parties are invited to view the list and
the proposed values attached to their properties. Any objection to the proposed rates may be lodged at the Council’s offices.
Step VII
After 21 days, the objections are listed and published in the local press. Those lodging objections are invited to attend the Valuation
Court, which sits to hear and determine the objections. The court comprises a legal expert and two highly qualified and experienced
Valuers who are Engineers or architects, and is chaired by no lower than a grade one magistrate. After the objections have been heard,
and all respective adjustments made, the Chairman of the Valuation Court signs the Valuation List. Any objector dissatisfied with the
court ruling may appeal to the High Court.
Step VIII
The Valuation List is gazetted and comes into force in the area to which it relates.
Step IX “Demand notices” are prepared by the Council and handed over to the appointed agent for collection of rates.

.
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7.

Markets and Other Revenue

7.1
Introduction
For all LGs, markets are a source of income in the form of rents from lock-up shops and market stalls, and dues on produce. Many LGs
have privatised the collection of these sources of revenue, so these guidelines are intended for those that have not yet privatised.
7.2

Constraints
?? The multiplicity of taxes that market vendors are required to pay;
?? The creation of informal markets, often established by politicians and LG officials , in close proximity to the formal markets;
?? Informal traders such as bicycle traders and road hawkers pose a challenge to contractors because collection from them is very
difficult.

7.3

Step-by-step guidelines for markets
Stage

Activity

By whom and when

1. Training

??Training the personnel involved in the management of a market is essential;
??The training should focus on customer care, communication skills, etc. ;
??The officials to be trained should include market masters and members of the
market management committee who are normally appointed from the various
departments in the market.

?
? The Human Resource
Personnel does the
training
?
? Before the new
Financial year begins
(May-June)

2. Registration

??Registration should be carried out by Market Masters and the Market
Management Committee;
??All lock-up shops and market stalls in the established markets should be
registered;
??The data collected should be compiled and recorded in a market register.

?
? Market Masters and
Market Management
Committee
?
? Between October and
December

3. C lassification of
businesses

??Markets should be classified according to the locality, size, and type of items
being sold.
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Stage

Activity

By whom and when

4. Assessment

??The LG should fix the rates for different markets according to category. For
example first class markets like Nakasero and Owino markets in the city centre
pay a higher rent on lock-up shops and stalls than a market situated in a city
suburb such as K iwatule.

?
? LGs should approve
the rates and appoint
Market Masters, or a
contracted agency

5. Collection and
enforcement

??The amount of revenue collected from a market depends on the category of the
market;
??Where the collection has been privatised, the contractor should collect fees on
behalf of the LG;
??The rates must be fixed by the respective LGs and not by the contractor;
??The directors of the firms contracted should be people of high integrity and be
easily identifiable by the LGs. For example the y should submit photographs with
the application;
??The receipts and any other related stationery should be provided by the LGs;
??Collection from privatised markets must be monitored by the LG officials to
ensure that the right rates are being applied to protect market vendors;
??The Public Health Department personnel should be vigilant to enforce health
regulations to avoid epidemics such as cholera , and to ensure good hygiene
standards, quality food, etc.

?
? Market Masters or
contracted agency
?
? From July onwards

For valuation of markets, please refer to 8.3, stage 2 in the next chapter
7.4
Other revenue
In addition to the major sources of revenue mentioned above, there are other sources which earn LGs significant revenue. These include:
(a) Lorry/Taxi/Bus parks
(b) Boda-boda (commercial bicycles or motorcycles)
(c) Abattoir
(d) Street parking
(e) Housing
These revenue sources should follow the same step-by-step procedures set out in the collection of market revenue above. In addition, m ost
of these sources have been privatised and therefore should follow the guidelines under the privatisation and tendering process (see below).
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8.

Privatisation and Tendering

8.1
Introductio n
Most LGs have privatised revenue collection. According to Section 92 (1) of the LG Act, 1997, every district has a Tender Board that
provides services to the district council, sub-county council and administrative units under the district. Members of the District Tender
Board are appointed by the district council on the recommendation of the District Executive Committee. According to LG (Amendment)
Act 2002, section 95(1), there shall be a Tender Board for each Municipal Council and its divisions , and for each Town Council.
8.2

Constraints
?? The dishonesty of some contractors
?? Political interference at the local level
?? Conflicts of interest, as some companies are owned by politicians and LG officials, resulting in influence peddling
?? Reserve prices are based on unreliable data because of inadequate knowledge of the process
?? There is potential for harming the poor .

8.3

Step-by-step guidelines for privatisation and tendering

Stage

Activity

By whom and when

1. Registration

?? There is need for each LG to compile a register of taxpayers, businesses and
properties in their jurisdiction, in order to maintain an accurate and complete
data base before the privatisation of a particular revenue collection;
?? The personnel to be involved are already mentioned in the guidelines on G. Tax,
Trade Licensing, property tax, markets and other revenues.

?
?Official responsible
for each revenue
source, at the time of
privatisation

2. Survey process
for revenue source

?? The market survey process needs to be carefully planned, with either a thorough
survey being done over 2-3 months or, if time permits, over a 12 month period,
to take account of monthly/seasonal fluctuations;
?? The Technical Planning Committee should survey the source of revenue to be
privatised in order to establish the potential income and arrive at a maximum
reasonable reserve price. (See Appendix I, page 11)

?
? The CFO, Revenue
Officer, CIA, trade
development officer,
licensing officer and
Market Master
?
? Between September
and December
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Stage

Activity

By whom and when

3. Tender Board

?? In the performance of its functions, the District Tender Board should:
??Conform to the standard established by the Central Tender Board for
procurement of goods, services, and works , and be guided by the Local
Government Financial Regulations ;
??Act upon request by the Local Council seeking the procurement of goods,
services or works.

?
? District,
Municipality, Town
Council
?
? As and when the need
arises

4. Technical
Evaluation
Committee

?? There is a Technical Evaluation Committee (TEC) in every LG, that is an ad hoc
committee whose membership is drawn from the Technical Planning Committee
and other organs within LGs depending on the area to be evaluated.
?? In making the evaluation, the TEC should determine the evaluated tender price
for each evaluated tender or quotation;
?? The TEC should evaluate all bids and quotations, ranking them in order of price
and quality;
?? The TEC should submit its evaluation/assessment scores to the TB to enable it to
make an informed decision;
?? The reserve price should be used as one of the key factors by the TB to select the
best bidder.

?
? TEC is comprised of
technical officers and
co-opted persons by
the CAO/Town Clerk
with the approval of
the executive
committee

5. Tendering
procedures

?? There should be open competition for each tender, with an advertisement in
newspapers and on notice boards for all members of the public to see;
?? No tender or quotation should be considered unless it is received in a plain
sealed envelope or pocket addressed to the secretary of the Tender Board, and
marked “Tender or quotation for……” . An envelope containing a tender must
not have any marks which may indicate the identity of the sender, otherwise it
will be considered null and void;
?? The Secretary of the TB should promptly record receipt of any envelope
containing a tender, and shall immediately put it into a locked container marked
“Tender or quotation for …….”;
?? Photos of the bidders should be attached to the tender forms, to eliminate
unscrupulous or brief-case bidders;

?
? Secretary to the TB
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5. Tendering
procedures (contd.)

6. Monitoring and
Supervision

?? As part of the contract, the level of performance bonding required must be
clearly stated;
?? The bids should be opened in the presence of interested parties;
?? The Secretary of the TB should be responsible for notifying both successful and
unsuccessful contractors, and the completion of contract documents;
?? Agreements/contract documents for successful bidders should be professionally
drawn up and must include the process of evaluation and monitoring;
?? The Secretary of the TB should keep a file of all notices, minutes and other
documents of the Board and this file should be available for official inspection at
agreed times.
?? After the tender has been awarded, the LGs should intensify monitoring and
supervision to ensure that members of the public are not exploited by the
contractors who might charge higher rates than those approved and provided by
LGs;
?? Revenue officers should be sent at regular intervals to markets to interview
vendors and assess how the contractor is performing
?? In addition, there should be a procedure for receiving feedback from the
community on how the contractors are conducting business, eg through a
complaints desk or suggestion boxes;
?? The terms in the contract agreement should be strictly adhered to, including the
performance bond, in order to minimise default on the part of contractors;
?? The LGs should use the information gathered from markets and the community,
when reviewing the contract terms with contractors;
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?
? Monitoring should be
a continuous exercise
by Revenue Officers
under the guidance of
the CFO
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