
1 | P a g e  
 

From the General Ledger to the 

Income Tax Return:  

A Case for Standardizing Charts of Accounts in Uganda 

Simplifying tax compliance through better bookkeeping, consistent accounting 

classifications and reliable financial reporting. 

By Julius Nandeeba, FCCA, CPA (U), Advocate of the High Court of Uganda 

October 20, 2026 

1. Introduction: Why Does Preparing an Income Tax Return Remain Difficult? 

Every year, taxpayers invest considerable time and resources in maintaining 

accounting records, preparing financial statements, undertaking statutory audits 

and filing annual income tax returns. Yet, even after their financial statements 

have been audited, many taxpayers still experience significant difficulties 

completing their income tax returns. 

One of the recurring challenges is reconciling the figures reported in audited 

financial statements with the disclosure fields prescribed in the income tax return. 

A taxpayer may maintain a complete general ledger, prepare a balanced trial 

balance and produce audited financial statements in accordance with 

International Financial Reporting Standards (IFRS), but still encounter considerable 

difficulties when populating the income tax return. 

Why does this happen? 

In many cases, the problem arises because the classifications and naming 

conventions used in the taxpayer's chart of accounts do not correspond 

sufficiently with the information required in the income tax return. 

For example, a taxpayer may maintain a single general ledger account called 

Administrative Expenses, combining advertising, entertainment, donations, staff 

welfare, training, travel and legal expenses. However, the income tax return 

requires several of these expenses to be disclosed separately. 

Similarly, a taxpayer may maintain a single account for investments, yet the 

income tax return requires separate disclosure of investments in shares, 

debentures, fixed deposits, government securities and other investments. 
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Consequently, accountants must spend considerable time analyzing 

transactions, separating account balances, reclassifying expenditure and 

preparing reconciliations before completing the return. 

This process is often labor-intensive, costly and susceptible to classification errors, 

omissions and inconsistencies. 

Why should taxpayers reconstruct an entire year's accounting information at the 

point of filing an income tax return when their accounting systems could have 

been designed to produce much of the required information throughout the year? 

This article proposes a practical solution: the adoption of standardized charts of 

accounts that are designed to support both financial reporting and the disclosure 

requirements of the income tax return. 

The underlying proposition is simple: tax compliance should begin with the manner 

in which financial transactions are recorded, not merely when the annual income 

tax return becomes due. 

2. The Chart of Accounts: The Foundation of Financial Reporting and Tax 

Compliance 

A chart of accounts is the organized listing of accounts used by an entity to 

classify, record and summarize its financial transactions. 

It forms the foundation of the general ledger, trial balance and financial 

statements. Its structure therefore has a direct bearing on the quality, consistency 

and usefulness of accounting information. 

Traditionally, taxpayers develop their charts of accounts primarily to support 

bookkeeping, management reporting and financial statement preparation. Tax 

reporting requirements may receive less attention during the design of the 

accounting system. 

As a result, the relationship between the general ledger, audited financial 

statements and income tax return is frequently established through manual 

mapping exercises performed at the end of the financial year. 

A more efficient approach would be to consider the requirements of all three 

reporting processes when designing the chart of accounts. 

Under this approach, financial transactions would be recorded using sufficiently 

detailed and consistently defined accounts capable of supporting financial 

reporting and subsequent tax classification. 



3 | P a g e  
 

For example, rather than recording advertising, donations, entertainment and 

training under one general administrative expense account, a taxpayer would 

maintain separate ledger accounts for each expenditure category. 

The resulting balances would then be readily available for financial reporting and 

income tax return preparation. 

Importantly, this does not mean that every field in the income tax return must have 

a corresponding general ledger account. Some fields represent calculated totals, 

tax adjustments, supporting disclosures or information obtained from subsidiary 

registers. 

The objective is therefore not to replicate the income tax return within the general 

ledger, but to establish a reliable and transparent relationship between 

accounting records and tax reporting requirements. 

3. A Proposed Standard Chart of Accounts 

Drawing on the principal disclosure fields contained in Uganda's non-individual 

income tax return, I propose a standard chart of accounts organized around the 

major elements of financial reporting. 

The proposed framework comprises the following account classifications: 

Account Series Classification 

1000–1999 Assets 

2000–2999 Liabilities 

3000–3999 Capital and Equity 

4000–4999 Income and Revenue 

5000–5999 Cost of Sales and Direct Costs 

6000–6999 Operating and Administrative Expenses 

7000–7999 Employment, Finance and Other Expenses 

8000–8999 Tax Reconciliation Reference Codes 

The proposed numbering is illustrative rather than mandatory. Taxpayers may 

adapt the codes to suit their accounting software, business activities and 

reporting requirements. 

The tax reconciliation reference codes are intended for tax computations and 

supporting working papers, rather than duplicate postings in the general ledger. 
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3.1 Assets: Accounts 1000–1999 

Asset accounts should be structured to distinguish the principal categories 

required for financial reporting and income tax disclosures. 

These include property, plant and equipment; intangible assets; investments; 

inventories; receivables; cash and bank balances; prepayments; loans and 

advances; and deferred tax assets. 

A proposed classification would include: 

Code Account Description 

1100 Land 

1120 Buildings 

1200 Plant and Machinery 

1300 Motor Vehicles 

1400 Furniture and Fixtures 

1500 Other Property, Plant and Equipment 

1600 Intangible Assets 

1710 Investments in Shares 

1720 Investments in Debentures 

1730 Fixed Deposits 

1740 Government Securities 

1750 Other Investments 

1810 Stores and Consumables 

1820 Raw Materials 

1830 Work-in-Progress 

1840 Finished Goods and Trading Stock 

1850 Trade Receivables 

1860 Prepayments 

1870 Other Receivables 

1880 Bank Balances 

1885 Cash and Cash Equivalents 

1910 Loans to Related Parties 

1920 Staff Advances 

1930 Deposits 

1940 Other Loans and Advances 

1950 Tax Receivables 

1960 Deferred Tax Assets 

Appropriate subsidiary accounts should be maintained for accumulated 

depreciation, accumulated amortization, impairment allowances and other 

necessary adjustments to asset carrying amounts. 
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For instance, land and buildings may be maintained separately in the general 

ledger while being aggregated for a particular return disclosure, where 

appropriate. 

The taxpayer should also maintain a detailed fixed asset register to support 

accounting depreciation, disposals, impairment assessments and tax capital 

allowance computations. 

This classification would facilitate reconciliation between the statement of 

financial position, the general ledger and the asset disclosures required in the 

income tax return. 

3.2 Liabilities: Accounts 2000–2999 

Liability accounts should separately identify trade payables, accrued expenses, 

borrowings, lease liabilities, statutory obligations, provisions and deferred tax 

liabilities. 

A proposed classification would include: 

Code Account Description 

2100 Trade Payables 

2110 Customer Deposits, Where Applicable 

2120 Lease Liabilities 

2130 Accrued Expenses 

2140 Other Current Liabilities 

2210 Current Income Tax Payable 

2220 Other Provisions 

2230 Dividends Payable, Where Recognised 

2310 Secured Borrowings 

2320 Other Secured Loans 

2330 Debt Securities Issued 

2340 Secured Related-Party Borrowings 

2410 Unsecured Borrowings 

2430 Long-Term Trade and Other Payables 

2440 Unsecured Related-Party Borrowings 

2500 Deferred Tax Liabilities 

Separate subsidiary accounts should also identify VAT payable, PAYE payable, 

withholding tax payable, excise duty payable and other statutory liabilities. 

Current and non-current obligations should be distinguishable for financial 

statement presentation. 
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Importantly, impairment allowances on financial assets should be classified 

consistently with applicable accounting standards. They should not automatically 

be treated as liabilities merely because a tax reporting field uses the terminology 

of a provision. 

3.3 Capital and Equity: Accounts 3000–3999 

The equity accounts should distinguish share capital, share premium, reserves, 

retained earnings and accumulated losses. 

A proposed classification would include: 

Code Account Description 

3100 Share Capital 

3200 Share Premium 

3210 Capital Reserve 

3220 Capital Redemption Reserve 

3230 Statutory Reserves 

3240 Revaluation Reserve 

3250 Foreign Currency Translation Reserve 

3260 Other Reserves 

3270 General Reserve 

3300 Retained Earnings or Accumulated Losses 

This structure would facilitate reconciliation between the general ledger, 

statement of changes in equity, statement of financial position and relevant 

income tax return disclosures. 

Entities without share capital would adapt the framework to reflect their 

appropriate capital or fund structure. 

3.4 Income and Revenue: Accounts 4000–4999 

Income accounts should distinguish the different sources of income recognised 

by the taxpayer. 

Depending on the nature of the business, these may include sales, professional 

fees, interest, dividends, rental income, commissions, royalties, trading income, 

foreign exchange gains and gains on disposal of assets. 

A proposed classification would include: 

Code Account Description 

4100 Sales Revenue 
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4200 Professional and Consultancy Fees 

4310 Domestic Interest Income 

4320 Foreign-Source Interest Income 

4330 Dividend Income 

4340 Rental Income 

4350 Commission and Fee Income 

4360 Net Trading Income, Where Applicable 

4370 Annuity Income 

4380 Natural Resource Payments Received 

4390 Royalty Income 

4410 Other Income 

4420 Realised Foreign Exchange Gains 

4430 Unrealised Foreign Exchange Gains 

4440 Gains on Disposal of Assets 

4450 Impairment Reversals and Recoveries 

The accounting system should also permit further analysis of income by business 

segment, source, location, customer category and tax treatment, where 

relevant. 

For example, interest income from government securities should be separately 

identifiable where its tax treatment differs from other interest income. 

Similarly, income subject to final withholding tax should be distinguishable from 

income subject to ordinary income tax computation. 

These distinctions may be achieved through dedicated subsidiary accounts or 

reporting attributes, without duplicating the recognition of income. 

The underlying principle is that the accounting system should capture sufficient 

information to support the correct tax treatment of each category of income. 

3.5 Cost of Sales and Direct Costs: Accounts 5000–5999 

For trading and manufacturing businesses, cost-of-sales accounts should 

distinguish purchases, direct labour, production costs and factory overheads. 

A proposed classification would include: 

Code Account Description 

5100 Local Purchases 

5110 Imported Purchases 

5200 Direct Wages 
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5210 Direct Production Expenses 

5300 Factory Rent 

5310 Factory Rates 

5320 Factory Fuel and Power 

5330 Indirect Factory Wages 

5340 Factory Consumables 

5350 Factory Depreciation 

5360 Other Factory Overheads 

These accounts should be supported by inventory records showing opening 

balances, purchases, production movements, consumption, sales and closing 

balances. 

For a trading or manufacturing business, the accounting system should support 

the reconciliation of opening inventory, purchases, direct costs, production 

overheads and closing inventory in determining cost of sales. 

Such records are important not only for income tax reporting but also for inventory 

valuation, cost control, gross profit analysis and verification of financial 

performance. 

3.6 Operating and Administrative Expenses: Accounts 6000–6999 

Operating and administrative expenses represent one of the areas where 

improved chart-of-accounts design could deliver the greatest immediate benefit. 

The income tax return requires several expense categories to be disclosed 

separately, yet taxpayers frequently combine them under broad administrative 

or operating expense accounts. 

I propose maintaining distinct accounts for the following expenditure categories: 

Code Account Description 

6010 Advertising 

6020 Audit Fees 

6030 Bad Debts Written Off 

6040 Commission Expenses 

6050 Computer and IT Expenses 

6060 Stores and Spare Parts Consumed 

6070 Conveyance Expenses 

6080 Donations 

6090 Entertainment 

6100 Freight and Transport 
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6110 Gifts 

6120 Hotel and Accommodation 

6130 Legal Expenses 

6140 Power and Fuel 

6150 Impairment Expenses 

6160 Rent Expenses 

6170 Rates 

6180 Building Repairs 

6190 Machinery Repairs 

6200 Sales Promotion and Publicity 

6210 Staff Welfare 

6220 Start-Up and Pre-Operating Expenses 

6230 Stationery and Printing 

6240 Subsistence Allowances 

6250 Telephone Expenses 

6260 Training Expenses 

6270 Travel Expenses 

6280 Workshops and Conferences 

6290 Other Operating Expenses 

The advantage of this arrangement is that expenses requiring separate disclosure 

in the income tax return can be identified directly from the accounting records. 

It also makes tax compliance reviews more efficient by allowing accountants and 

tax practitioners to identify expenditure categories requiring specific tax 

treatment. 

However, the classification of an expense does not, by itself, establish its 

deductibility. The relevant provisions of the Income Tax Act must still be applied. 

3.7 Employment, Finance and Other Expenses: Accounts 7000–7999 

The proposed framework should also distinguish employment costs, finance 

expenses and other material expenditure categories. 

Code Account Description 

7010 Depreciation Expense 

7020 Losses on Disposal of Assets 

7030 Management Fees 

7040 Scientific Research Expenses 

7110 Salaries and Wages 

7120 Staff Bonuses 

7130 Medical Expense Reimbursements 
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7140 Leave Encashment 

7150 Leave Travel Benefits 

7160 Housing Allowances 

7170 Retirement Fund Contributions 

7180 Contributions to Other Staff Funds 

7190 Other Employment Costs 

7510 Interest Expenses 

7520 Bank Charges 

7530 Commitment Fees 

7540 Insurance Expenses 

7550 Realised Foreign Exchange Losses 

7560 Unrealised Foreign Exchange Losses 

This structure would facilitate the preparation of financial statements and provide 

clearer supporting information for income tax computations. 

Taxpayers should avoid unnecessary duplication between direct costs, operating 

expenses and finance expenses. The classification should reflect the nature and 

function of the expenditure and the applicable accounting policies. 

4. Accounting Profit and Taxable Income: Why Reconciliation Remains Essential 

A standardized chart of accounts can simplify ease compliance, but it cannot 

eliminate the differences between accounting profit and taxable income. 

Financial statements are prepared in accordance with applicable financial 

reporting standards, while taxable income is determined under the Income Tax 

Act. 

Consequently, some expenses recognised for accounting purposes may not 

qualify for tax deductions. Similarly, deductions permitted under tax legislation 

may differ from the amounts recognised in the financial statements. 

For example, accounting depreciation is recognised in the financial statements, 

while tax capital allowances are determined under the applicable provisions of 

the Income Tax Act. 

The correct approach is therefore to maintain accurate accounting records and 

prepare a separate tax reconciliation. 

A typical business income tax reconciliation begins with accounting profit before 

tax, adds back expenses that are not deductible, removes income that is 

excluded from the relevant tax computation, and incorporates allowable 

deductions and other adjustments required by law. 
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The computation must also account for applicable tax loss relief and other 

statutory provisions. 

The proposed chart of accounts should therefore be complemented by a tax 

adjustment register containing references for items such as: 

• Accounting depreciation and tax capital allowances. 

• Non-deductible expenditure. 

• Expenses attributable to exempt income. 

• Tax treatment of bad debts and impairment allowances. 

• Capital gains and losses. 

• Income subject to final withholding tax. 

• Tax loss balances and utilisation. 

• Other statutory tax adjustments. 

These adjustments should be documented in tax working papers linked to the 

relevant general ledger balances. 

The objective is not to make financial accounting subordinate to taxation. It is to 

establish a reliable accounting information structure that supports both financial 

reporting and tax compliance. 

5. From Manual Reconciliation to Structured Reporting 

Consider a taxpayer whose general ledger contains UGX 200 million under an 

account named General Administrative Expenses. 

The balance includes advertising, entertainment, donations, staff training, travel, 

legal expenses and other operating expenditure. 

At year-end, the accountant must examine the underlying transactions to identify 

the amounts attributable to each category before completing the income tax 

return. 

Under the proposed chart of accounts, these expenses would already have been 

recorded separately. 

The accountant would therefore extract the relevant balances directly from the 

trial balance, reconcile them to the financial statements and apply the 

appropriate tax treatment. 

This reduces manual reclassification, improves traceability and makes it easier to 

identify errors or inconsistencies. 
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The same principle applies to assets, liabilities, revenue, investments and other 

financial statement items. 

A properly designed accounting system should therefore allow a taxpayer to 

move from the general ledger to the financial statements and income tax return 

through a clear, consistent and verifiable mapping process. 

Where accounting software permits, this mapping can be automated, allowing 

the system to generate draft tax reporting schedules from the underlying 

accounting records. 

Such automation should, however, remain subject to appropriate professional 

review and validation. 

6. Beyond the Chart of Accounts: The Importance of Supporting Registers 

Not every disclosure required in an income tax return can be obtained from the 

general ledger alone. 

Certain disclosures require information that is more appropriately maintained in 

subsidiary registers. 

For example, a fixed asset register should contain asset descriptions, acquisition 

dates, costs, disposals, accounting depreciation and information necessary for 

tax capital allowance computations. 

Similarly, an inventory register should capture quantities and values of stock 

movements, while a rental income register should identify properties, tenants, 

rental periods and amounts receivable. 

Other important supporting records include investment registers, related-party 

transaction registers, tax payment schedules, capital gains computations and tax 

loss schedules. 

These registers should be reconciled regularly to the general ledger. 

The objective is to establish an integrated accounting information system in which 

financial transactions are recorded once, classified consistently and made 

available for different reporting purposes. 

This would improve the reliability of financial reporting while providing a stronger 

foundation for income tax compliance. 
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7. The Wider Benefits of Standardizing Charts of Accounts 

The benefits of a standardized chart-of-accounts framework extend beyond 

simplifying annual income tax return preparation. 

For taxpayers, the framework would promote consistent bookkeeping, improve 

financial reporting, reduce avoidable compliance costs and strengthen internal 

financial controls. 

For accountants and auditors, it would facilitate more efficient preparation and 

examination of financial statements, improve the reliability of reconciliations and 

reduce time spent reconstructing accounting information. 

For tax practitioners, it would provide a clearer foundation for preparing tax 

computations, identifying tax adjustments and advising taxpayers on compliance 

obligations. 

For accounting software developers, the framework presents an opportunity to 

develop configurable reporting systems capable of mapping accounting records 

to income tax return fields while preserving the requirements of applicable 

financial reporting standards. 

For tax administration, greater consistency between accounting records and tax 

declarations could enhance transparency, facilitate risk assessment and reduce 

avoidable disputes arising from classification and reconciliation differences. 

Ultimately, improved accounting systems can contribute to stronger voluntary 

compliance, more reliable financial information and greater efficiency in business 

operations. 

8. Practical Considerations for Implementation 

The proposed framework should be adopted with due regard to the size, 

complexity and nature of each taxpayer's business. 

A small trading business may require a relatively simple chart of accounts, while a 

bank, insurance company, manufacturing entity or other specialised business 

may require extensive additional accounts and reporting structures. 

For example, financial institutions may require accounts for customer deposits, 

loans and advances, impairment allowances, investment securities and other 

specialised financial instruments. 
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Insurance companies may require additional classifications for insurance 

contract assets and liabilities, insurance revenue, insurance service expenses and 

other items arising under IFRS 17. 

The objective should not be to impose unnecessary complexity on taxpayers. 

Rather, it should be to establish a common classification framework that can be 

expanded to accommodate industry-specific transactions and reporting 

requirements. 

Implementation would ordinarily involve reviewing the existing chart of accounts, 

identifying classification gaps, introducing appropriate account codes, 

establishing mapping rules and maintaining supporting registers. 

The framework should also accommodate changes in accounting standards, tax 

legislation, business operations and prescribed income tax return requirements. 

Importantly, taxpayers should ensure that the chart of accounts preserves the 

recognition, measurement, presentation and disclosure requirements of 

applicable financial reporting standards. 

9. A Proposal for Wider Professional Consideration 

The development of a standard chart-of-accounts framework aligned with 

income tax reporting requirements presents an opportunity for wider professional 

discussion in Uganda. 

Professional accountants, tax practitioners, businesses, accounting software 

providers and relevant professional bodies could contribute to developing 

recommended account classifications and mapping principles that support both 

financial reporting and tax compliance. 

The Institute of Certified Public Accountants of Uganda (ICPAU), for example, 

could play a valuable role in facilitating professional discussion and promoting 

good accounting practices. 

Such an initiative would not require every business to adopt identical ledger 

accounts. 

Instead, it could establish common classifications, coding principles and reporting 

relationships while allowing sufficient flexibility for different industries and 

accounting systems. 
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A practical outcome could be the development of a standard chart-of-accounts 

reference framework, supported by an income tax return mapping matrix and 

implementation guidance for different categories of taxpayers. 

This could help businesses design their accounting systems with tax compliance 

requirements in mind from the outset, rather than treating income tax reporting 

as a separate exercise performed at the end of the financial year. 

10. Conclusion: Tax Compliance Should Begin with Proper Bookkeeping 

The difficulties taxpayers encounter when preparing annual income tax returns 

often reveal a broader challenge in the organisation of their accounting 

information. 

Where financial transactions are recorded under broad, inconsistent or poorly 

defined classifications, the preparation of financial statements and tax returns 

becomes unnecessarily difficult. 

A well-designed chart of accounts offers a practical opportunity to address this 

challenge at its source. 

By establishing consistent accounting classifications, supported by reliable 

subsidiary registers and documented tax mapping rules, taxpayers can improve 

the quality of their accounting records, reduce manual reconciliation and 

strengthen the accuracy of their tax declarations. 

The objective is not to replace accounting principles with tax rules, but to establish 

an accounting information structure capable of serving both financial reporting 

and tax compliance effectively. 

A standardized chart of accounts would not eliminate the need for professional 

judgement, tax computations or statutory reconciliations. It would, however, 

make these processes more systematic, transparent and efficient. 

Tax compliance should not begin when the annual income tax return becomes 

due. It should begin when the first transaction of the financial year is recorded. 

That is the principle underlying this proposal and the opportunity it presents for 

improving accounting and tax compliance practices in Uganda. 

 

Author's Note: This article presents an independent professional proposal 

intended to stimulate discussion and encourage improvements in accounting 
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and tax reporting practices. The proposed account classifications and codes are 

illustrative and do not represent a mandatory accounting or tax reporting 

standard. Taxpayers should adapt the framework to their business operations, 

applicable financial reporting standards and relevant tax legislation. 

The views expressed are those of the author in his personal professional capacity 

and do not constitute official guidance or policy of Government. 

END 

 


