TAX APPEALS TRIBUNAL

Justice in Taxgtion

THE REPUBLIC OF UGANDA
IN THE TAX APPEALS TRIBUNAL AT KAMPALA
TAT APPLICATION NO. 381 OF 2024

GKO SECURITY LIMITED ....ccocieetrnmrtrneenreesessecsessesssisionsssessssssseesseensnns APPLICANT

UGANDA REVENUE AUTHORITY R SPONDENT

BEFORE: HON. CRYSTAL KABAJWARA, HON. GRACE SAFI

1. Introductic

rulingis in respect. of an application challenging a stamp duty

00,000, arising from alleged employment

. The Applicant contended that no written contracts exist, as all

Il Backgroundqugis
2. The Applicant is involved in the provision of private security. It provides
defense and protection services to individuals and corporate entities in

Uganda.

3. On 25 September 2024, the Respondent issued a stamp duty assessment
vide reference number 195005695102, demanding payment of
Shs. 7,800,000 as stamp duty allegedly due on employment agreements

for 520 employees. The assessment covered the period from January 2018
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to July 2024 and was accompanied by a payment registration slip, a
declaration of instrument notice, and a list of employees. On the same date,
the Respondent issued a formal demand notice to the Applicant requiring
payment of the assessed stamp duty.

4. On 26 September 2024, the Applicant responded to the demand notice,
disputing the liability on the grounds that all employment arrangements with
the listed employees were oral and not reduced to writing. The Applicant

stated that no written employment agreements existed.

5.  On 31 October 2024, the Respondent replied to the Applicant's letter,

. icant |odged g

assessment, citing the following groun employees'were engaged
under oral contracts in'accorda

Employment Act, 2006, and Secti

the Applicant's PAYE returns as prima facie evidence of employment

agreements.

9. The Applicant is aggrieved and contends that the stamp duty assessment
dated 25 September 2024 is unlawful, as it is based on non-existent written

contracts.



Representation and evidence

10.

11.

14.

Ms. Josephine Nakiguli, Ms. Nakavuma Druscillar, and Mr. Thadeus
Byaruhunga represented the Applicant, while Ms. Eseza Victoria Sendege

represented the Respondent.

The Applicant presented the testimony of Mr. Thadeus Byaruhanga
(AW1), its Human Resource Manager. He stated that he was responsible

for recruiting, training, and deploying employees. He testified that after

training, employees were vetted and signed a‘code of conduct before

commencing employment. He confirmed : jét no formal written contracts

25:8eptember 2024, the Respondent issued a stamp
) of Shs. 7,800,000 for employment agreements involving
520 em“ oyees, covering the period from January 2018 to July 2024. The
Applicant responded on 26 September 2024, disputing the liability on the
grounds that no written agreements existed. On 5 November 2024, the
Applicant formally objected to the assessment, and URA issued an

objection decision on 5 December 2024, disallowing the objection.

The witness emphasized that the Applicant followed a company policy
where employees signed a code of conduct before employment, but no

formal employment contracts were executed. She stated that employees



15.

16.

18.

were considered “at will” and could resign at any time. She also claimed
that the Respondent had not provided any dutiable instruments to support

the assessment and maintained that the stamp duty did not apply.

The Respondent’s first withess was Ms. Karire Evas (RW1), an Officer in
the Stamp Duty Unit of the Domestic Taxes Department at the Uganda
Revenue Authority (URA). She testified that the assessment was based on
a return examination covering the period from January 2018 to July 2024.
She also stated that on 25 September 202

assessment of Shs. 7,800,000 for employment agreements involving 520

e URA issued a stamp duty

November 2024, citing several groun
3 of the Stamp..Duty Act, g

dutiable instruments, and the Applicant ha de

employees “in’i

asized that the Applicant entrusted employees
ssgts, such as firearms, which implied the existence of

formal‘agreements given the serious responsibilities involved.

RW1 concluded that the outstanding stamp duty liability was lawful, due,
and payable at a rate of Shs. 15,000 per agreement, as per Schedule 2 of
the Stamp Duty Act. On 5 December 2024, URA issued an objection
decision disallowing the Applicant’s claims, affirming that the assessments

had been correctly issued.



19. The Respondent’s second witness was Mr. Wodero Thomas (RW2), the

20.

24.

Applicant’s former employee. RW2 explained that his responsibilities
included overseeing confidential full-time investigation processes,
managing the complaints system, and ensuring the secure handling of
information, evidence, and documents related to investigations.

RW2 mentioned that he had worked with the Applicant for three years and
had signed several written employment contracts during his tenure.

According to him, he began his employment in 2020 and initially signed a

probation contract on 6 October 2020 for s months. Upon the expiry of

that contract, he signed a new one on 24 Ma’rch 2021 for a one-year term.

.that he ntered into another

Later, on 18 June 2022, the witness stat
one-year contract for the same rol

schedule that he also signed:

Mther theZAppllcant is liable to pay the tax assessed?

(i)

(i) What are the remedies available to the parties?

Submissions of the Applicant
23.

The Applicant submitted that they are not liable for the tax assessed. They
argue that they did not enter into any written contracts with the employees

in question and that all employment arrangements were made orally.

The Applicant argued that under Sections 2 and 25 of the Employment Act,

2006, oral contracts were legally permissible and commonly used for casual

5



25.

28.

29.

employment. It further contended that Section 3 of the Stamp Duty Act,
2014, restricted stamp duty liability to written instruments, and therefore,
oral agreements could not attract such a charge. The company also claimed
that the Respondent had failed to provide any physical documents or
dutiable instruments to support its assessment.

The Applicant stated that the Respondent presented an employment
contract for one individual. However, the authenticity of the documents is
questionable, as they were submitted late, lacked official stamps or seals,

and were not printed on the company’s Ietterhé;écyiiv

aside. It emphasized that stamp duty culd

written instruments, not on infe

dispute highlighted the legal, distinction be

n PAYE returns }o infer written agreements amounted to a

preéuz ption rath

The App jént emphasized that the agreements presented by the
Respondent appeared to be drawn and executed by multiple parties,
including another company not a party to the application. It contended that
making the Applicant solely liable for stamp duty on such documents was

unfair and discriminatory.

In support of this position, the Applicant cited Paragraph 1 of the Third

Schedule to the Stamp Duty Act, which provides that in the absence of an



VL.

30.

31.

34.

agreement to the contrary, the expense of stamping a document shall be
borne by the person drawing or executing it.

To reinforce its argument, the Applicant relied on several legal precedents.
In URA v. Siraje Hassan Kajura (SSCA No. 9 of 2015), the court held that
in tax matters, the language of the statute must be interpreted strictly, with

nothing implied or presumed.

The Applicant also cited Finn Church Aid Uganda v. Uganda Revenue
Authority (Application No. 366 of 2024), where the tribunal emphasized

that stamp duty must be based on actual documents drawn and executed

intent and that liability

are involved.

must prove,;;;,

The Respondent argued that the Applicant’s monthly PAYE returns, which
declared employees over a period exceeding six months, constituted prima
facie evidence of employment agreements. The Applicant’s business of
providing armed security services made it implausible that such

arrangements were conducted without written contracts. The Respondent



35.

36.

presented contracts retrieved from former employees as further evidence

of written agreements.

The Respondent further submitted that under section 2(1)(a) of the Stamp
Duty Act, any instrument mentioned in Schedule 2 that is executed in
Uganda and relates to property or matters within Uganda is chargeable with

stamp duty.

The Respondent relied on section 1 of th’ékéil;fbve Act that defines an

v. URA (TAT Application No. 366 of 2024), where the Tribunal held that
employment contracts are chargeable with stamp duty and must be
physically verified to enable accurate assessment. The Respondent agreed
with this ruling and emphasized that the Applicant’'s objection was not
based on the excessiveness of the duty but on the alleged non-existence
of written contracts. It referred to Annexure F in the Applicant’s Trial Bundle,
where the Applicant stated: “This is to inform you that we do not have any written

employment agreements.”



39. Additionally, the Respondent relied on Argosy Co. Ltd v. Inland Revenue
Commissioner [1971] 1 WLR 514, where Lord Donovan held that tax
assessments may involve reasonable estimates based on available
information. The court stated that once liability is reasonably established,
the Commissioner may make informed guesses about the quantum of

liability, provided they are based on the best available judgment.

40. The Respondent submitted that the Appllcant had entered into written

41.

y General v. Paul Kawanga

e included the discovery of new and important
‘}:gziggzusly known despite due diligence, the relevance and
credibili:t;yofthe ggidence, and its potential influence on the case's outcome.
The Respondent stated that the contracts marked REX1, REX2, and REX3
had not been within its knowledge at the time of conferencing, but leave
was orally sought and granted during the hearing to adduce the said

documents.

43. On its prayer for remedies, the Respondent submitted that the Applicant
had failed to discharge the burden of proof required to challenge the stamp

duty assessment. It relied on section 18 of the Tax Appeals Tribunal Act,



44.

47.

which placed the burden on the Applicant to prove that the assessment was
erroneous or excessive. The Respondent argued that the Applicant had not
demonstrated that the assessed amount of Shs. 7,800,000 was not due
and payable. It maintained that the stamp duty assessments were lawful
and justifiable.

Regarding costs, the Respondent referred to Section 27(1) of the Civil
Procedure Act, Cap 71, which vests discretion in the court to award costs.
It quoted Richard Kuloba’s Hints on Civil Procedure (2nd Edition, pp.

94-95), which described costs as a means for:a successful litigant to

recover expenses incurred in litigation.

The Respondent invited the Tribuﬁ’l find ‘no merit in the.Applicant’s

SOr, who:fadmitted to having a written contract, was

e assessment period and was not a witness in

The Applicént referred to Finn Church Aid Uganda v. Uganda Revenue
Authority (Application No. 366 of 2024), where the Tribunal held that
stamp duty assessments must be based on verified, executed agreements.
While acknowledging that employment and supplier contracts are
chargeable with stamp duty, the Tribunal emphasized that the existence
and execution of such agreements must be ascertained before duty is

imposed. The Applicant argued that the Respondent had admitted to relying
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on assumptions and lacked physical documents at the time of assessment,

thereby acting in contravention of the law.

48. Regarding the evidence presented by the Respondent, the Applicant
submitted that the documents were unauthenticated and failed to meet the
evidentiary standards required for admissibility. Citing Lawvlak Alex v.
Opio Mark (Civil Appeal No. 078 of 2018), the Applicant emphasized that
documentary evidence must be authenticated appropriately and linked to

the relevant individual, time, or place. The ‘";”;’rﬁié'nts in question related to

one Wondero Thomas, who was neither a witness nor cross-examined.

Further, the Applicant was not givenyiign op

idered-the evi ence adduced and the submissions of
letermination ofthe Tribunal. The main issue for

éther the App ant is liable to pay the stamp duty as

*:,'%ﬂitiqrj  that it did not execute any written employment
its staff during the period under review and that the

Respondent’s asséssment of stamp duty in respect of alleged employment

contracts: was based on assumptions unsupported by any physical
instruments. The Respondent maintained that the Applicant executed
employment agreements which attracted stamp duty and that the

assessment of Shs.7,800,000 was issued correctly.

51. We have considered the relevant provisions of the Stamp Duty Act, and

these are highlighted below.
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52.

53.

55.

56.

S. 1 defines an “instrument” to include;
“A document by which a right or liability is, or purports to be, created, transferred,

limited, extended, extinguished or recorded.”

S. 2(1)(a) of the Stamp Duty Act provides:
(1) Subject to this Act, the following instruments shall be chargeable with duty in
accordance with Schedule 2 to this Act-

(a) “Every instrument mentioned in schedule 2 to this Act which, not having been

previously executed by a person, is executed in nda and relates to property

situated, or to a matter or thing done or to be ; L in Uganda. ”

cified in the

specified in

Shs. 15,000 on:

’%greement”o"(“}Memoraﬁ um of an agreement except a sale-based financing

For employment purposes, the above legal provision implies that oral
employment contracts are legally valid and enforceable in Uganda. They
carry the same weight as written contracts unless the Act (or another

statute) mandates a written form for specific categories of employment.

However, for purposes of stamp duty, duty attaches only to written

instruments; therefore, while oral contracts are valid, they are not dutiable.
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o7. Therefore, the Respondent’s reliance on PAYE returns to infer written
contracts is misdirected. While PAYE returns may infer the existence of an
employer-employee relationship, they do constitute a written instrument as

envisaged by the Stamp Duty Act.

58. In the present case, the Respondent relied on the following documents to
conclude that the Applicant executed 520 written employment agreements
a) The Applicant’'s PAYE returns

b)  Oral interviews with former employees; i

c) The nature of the Applicant’s busines
d)

(armed prrvate security); and

Written contracts obtained from one former employj"’

During ¢r0§R§rexamination, RW?1 stated that in assessing the duty, she also
relied on various sources of information, such as former employees of the
Applicant who confirmed over phone calls with the Respondent that they
had employment contracts and that some of them were willing to share their
contracts. However, as the Respondent did not call any former employees

to testify, this evidence amounts to hearsay.
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62.

63.

66.

Further, the Applicant’'s witnesses testified that they do not issue written
contracts to their employees. The Respondent, on the other hand, insisted
that the Applicant issued written contracts; therefore, although the burden
of proof lies with the Applicant, the evidential burden in this case shifts to

the Respondent to prove the existence of contracts.

The only evidence that the Respondent adduced was employment
contracts purportedly belonging to two former staff — one dated 17 March

2021 and another dated 16 June 2022, extibited at REX 2 and 3 of the

Respondent’s Trial Bundle. The Respondent did not call any of the

_Moreover, the

purported employees to testify concernlng the cont ct:

Therefore;:in the present case, the Tribunal is unable to determine the

accuracy of the assessed duty due to the lack of physical agreements.

The Respondent did not have in its possession the 520 employment
contracts at the time of issuing the assessment, nor did it request them
before the objection decision. PAYE returns, although indicative of an
employment relationship, are not evidence of executed written contracts,
nor do they indicate the number of contracts, the dates of execution, or the

parties thereto.
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67. Similarly, the nature of the Applicant's business activities cannot, on its
own, constitute legal proof of executed instruments. Furthermore, the
Respondent’s reliance on Argosy Co Ltd v Inland Revenue
Commissioner [1971] 1 WLR 514, allowing the Commissioner to make
“informed guesses,” does not apply where the law requires the existence of

a specific document as the basis for charging duty.

68. In the circumstances, the application is allowed and the Tribunal makes the

following orders:

(i) The stamp duty assessment of Shs.

(i) Costs are awarded to the Applica

Dated at Kampala this 19t day of Dece

HON. CRYSTAL KABAJWARA
CHAIRPERSON:
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