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TAX APPEALS TRIBUNAL

e Taxgticn

THE REPUBLIC OF UGANDA
IN THE TAX APPEALS TRIBUNAL AT KAMPALA

APPLICATION NO. 263 OF 2025

TOURVEST WWL LIMITED......cccccurenicnnenianerseceans Siasersrsasenes s s APPLICANT

UGANDA REVENUE AUTHORITY.......

RESPONDENT

BEFORE: HON. CRYSTAL KABAJWARA HON. PROSCOVIA REBECCA NAMBI,

I Introd uction.
1.

_rental |ncome tax EiSSEESSfT’I r

HON:.\WILLY NANGOSYAH.

challenging the Respondent’s

ThIS rulmg is in respect of an appllcatl ;
,;'mountlng to Shs 786,916,500. The

‘E’-*assessments arose from |ncome écewed by the Applicant from Wild

Waters Lodge (U Limited (* WWL?), 2

99.99% of the share_s_..;.'[he Respondeﬁft treated the income as rental income

 company in which the Applicant holds

taxable under section Sf'gﬁ-the Income Tax Act, while the Applicant contends
that the income constitutes ordinary business income arising from an

integrated owner-operator business structure.

ll. Background Facts

2

The Applicant, Tourvest WWL Ltd, owns Wild Waters Lodge on Kalagala
Island in Jinja. The lodge provides accommodation, food, beverages and
recreational services. The Applicant incorporated Wild Waters Lodge (U)
Limited (“WWL"), in which it holds 99.99% of the shares, while the

remaining share is held by Leanne Haigh, a director of the Applicant.



The Applicant and WWL executed an Operating Lease Agreement giving
WWL operational control over the Applicant's business, comprising fully
serviced lodge facilities and mixed assets (movable and immovable),
housekeeping and general use assets, machinery and tools, kitchen
equipment and sundries, restaurant furniture, equipment, and sundries,
buildings, fixtures, and motor vehicles, office furniture and equipment,
swimming pool furniture and sundries, spa furniture and sundries, boats

and boating equipment.

WWL operates the business in com’p'.liance with the Applicant's "Wild

Waters" concept and system reg_ulatlng credit policies, terms of admittance,

room charges, food and beverage po ""res, entertainment and amusement

policies, employee compensation, lic ,_smg, granting concessions for

commercial space, and all phases of adveﬂ|5|_b_g,_promotlon and publicity.

The Applicant conte hét WWL operated as an extensron of its business

because _the Operat:

On 19 August 2024
alleging undeclared reh't'all___-,'i,ncpme from WW.L. The Applicant's tax advisor,
KANE Business Consultéﬁ’t:‘_;--Ltd, responded on 6 September 2024,

explaining the correct classification as business income, and requesting for

the Respondent issued a compliance advisory letter

the Respondent's interpretation.

Follow-up meetings occurred on 27 September 2024 and 10 December
2024, and thereafter the Applicant's tax advisor sent a reminder letter to the
Respondent on 20 February 2025, all seeking a formal ruling. Despite these
requests, no ruling was provided by the Respondent. Instead, the

Respondent issued rental tax assessments on 2 May and 13 May 2025.



8. The Applicant objected to these assessments, emphasising that the
income's proper classification is business income and all income taxes due
were already paid. The Respondent disallowed the objection and upheld

the assessments as rental income.

9. According to the Respondent, it reviewed the Applicant's objection raised
and confirmed that the Applicant was leasing out both the franchise and the
hotel business, thus disallowing the objections raised and maintaining the
assessed tax on the grounds that the Applicant rented out immovable

property.

Issues for Determination
10. The following issues arise for determination:

i.  Whether the preliminary objection on non-payment of 30% under
section 15(1) of the Tax Appeals Tribunal Act is sustainable.

ii.  Whether the income received by the Applicant from WWL constituted
rental income under sections 2 and 5 of the Income Tax Act or business
income under sections 4, 17 and 18 of the Act.

lii. ~ Whether the rental income tax assessments should be upheld, varied,
credited, offset or set aside.

iv.  What remedies are available to the parties?

Representation

11. The Applicant was represented by Mr. Brian Kwame Emurwon and
Ms. Ruth Namirembe, while the Respondent was represented by Mr. Simon

Peter Orishaba and Ms. Christine Mpumwire.

The Submissions of the Applicant

Whether the relationship between the Applicant and WWL is that of

Landlord and Tenant

12. The Applicant submitted that, although titled an “Operating Lease

Agreement”, the economic reality of the arrangement between the



13.

14.

15,

16.

Applicant and its wholly owned subsidiary reflects an integrated and

entrenched Owner-Operator relationship, not a Landlord-Tenant one.

The Applicant contended that in a classic Landlord-Tenant relationship, a
landlord gives vacant possession of premises to the tenant. Section 2 of the
Landlord and Tenant Act Cap 238 defines a landlord as "a person who fets
premises under a tenancy and a tenant as “the person to whom premises are let
under a tenancy.” A landlord is duty-bound by law to grant the tenant
autonomy and quiet possession of the premises. Section 19 of the Act

provides that “A landlord shall take all reasonable steps to ensure that the tenant

has quiet enjoyment of the premises during the tenancy.”

The Applicant submitted that quiet possession presupposes a landlord

deriving passive income without investment in the tenant's affairs or

business. The Applicant submitted that in the case of Lake Victoria Hotel

Ltd v URA the Tribunal found a Landlord-Tenant relationship because:

a) Independent Parties: The Lessee (Granada Hotels Limited) was an
Independent third party with no shareholder linkages with the Lessor.

b) Operational Autonomy: The Lessee enjoyed quiet possession and
had the right to operate under its own brand, with no obligation to use
the Lessor's brand.

c) Immovable Property: The Lease comprised solely of immovable
property, with other contractual obligations being merely incidental.

The Applicant argued that, in contrast, the Applicant and WW.L's Owner-

Operator relationship reflects integrated economic activity within a dual-

company corporate structure involving:
Common underlying ownership

As a 99.99% owned subsidiary, WWL operates as an extension of the
Applicant's business. In Aponye (U) Ltd v URA App No. 80 Of 2021, this
Tribunal, after noting that underlying ownership is defined in section 2 of

the ITA, went on to opine that:



17.

18.

19.

20.

“There are many ways of determining whether people are connected. One way is
fo look at ownership. Do they share the same owners or directors? Companies

with the same owners usually fall in the same group of companies. "

The Applicant submitted that in the Recital to the Operating Lease
Agreement, it is acknowledged that WWL is the Applicant's subsidiary.
Further, Uganda Registration Services Bureau search reports verify that the
Applicant owns 999,999 shares of WWL and a shareholder of the Applicant,
Leanne Haigh, holds the remaining 1 share of WWL. To further entrench
their integration, Clause 19(a) and (b)- of the Operating Lease Agreement
stipulates that “the Operator shall not cede any of its rights nor delegate any of

its obligations under this Agreemenf” and “the Owner shall not cede all or any of

the Owner's rights hereunder.”

The Applicant submltted that where a parent:,':z_"ompany grants its 99.99%

owned subsidiary operator rlghts over its business assets it is exercising a

corporate governance functi 1, hot actlng as a Iandlor I The Applicant and
WWIL,

_for aIE practfcal and lega
ﬂr;_i\_s‘e; Characterlsmg“the mcome -ﬂowmg within this near-unitary

Joses, constitute | single economic

strict compliance with the Appllcants policies and systems. The Applicant

licenses WWL's use of its “Wild Waters" concept and system and retains
oversight to ensure quality control and unified operations. The Recital to the

Operating Lease Agreement notes that:

“The Owner has the exclusive right to licence the concept and systems associated
with the establishment and operation of lodges under the proprietary name and
style "Wild Waters" and the Operator, a subsidiary of the Owner, is desirous of
applying the standards and specifications of the Owner's “Wild Waters" concept
and system to operate "Wild Waters” lodges in the Republic of Uganda.”

The Applicant further cited Clause 3 of the Agreement stipulates that the
Operator is to run the lodge:



"...in accordance with the Wild Waters concept and system regulating, without
limitation, credit policies, terms of admittance, room charges, food and beverages
policies, entertainment and amusement policies, employee compensation,
licensing. granting concessions for commercial space, and all phases of

advertising, promotion, and publicity.”

21. It was the Applicant’s position that where a parent company maintains
managerial control, policy oversight, and brand/systems governance over
its subsidiary that it has deployed to run its facilities and assets, the
economic reality and substance of the. arrangement is that of a single

economic enterprise generating bt

iness income, not of a landlord-tenant

relationship.
Movable and Immovable Property

22. The Applicant con_teqded that the subject n er\_of the Operating Lease

Agreement differs | __ om

‘tenancy agreement mscope and versatility. It is

not merely a right to use -"D_FODE‘TW- It is a

assets and opera ona! rights. The
ver the Applicant's mixed assets
L sekee :and general use assets,
ient and sund'fi'éé, restaurant furniture,

: s, fixtures, and motor vehicles, office

furniture and sundries, boats and boéﬁiﬁg equipment. The Schedule to the

Agreement lists the assets

1 their respective categories.

24. The Applicant argued that where the consideration received by a parent
company from its 99.99% owned subsidiary encompasses payment for use
of movable assets and services in running the facilities and assets of the
parent company, the receipt cannot be classified as rental income. The
Applicant's only source of income is revenue from WWL, underscoring
integrated business activity rather than passive rent collection. The
Applicant and WW.L, being parent and wholly owned subsidiary, relate with

one another in a single trading enterprise as Owner-Operator.



Whether the Applicant is liable to pay the assessed taxes

25,

26.

27,

The Applicant submitted that the Income Tax Act explicitly delineates

business income from rental income:

(a) Section 4 of the ITA imposes income tax on chargeable income, defined
as the gross income, less deductions (section 15). Gross income includes
business income (section 17 of the ITA) "income derived by a person in
carrying on a business" (Section 18 of the ITA), where "business"

encompasses any trade (Section 2 of the ITA).

(b) Section 5 of the ITA imposes R.;-:-_n:tal Tax to be charged for each year of
income on every person whohasrental income for a year of income. With
regard to persons who are c‘ﬁﬁi;ﬁ”énieé- '-U'h'der section 5(2)(b) of the ITA, the

tax payable is calculated by applylng the relevant rates of tax determined

under section ?(2) to the rental income denved by the company for the year.

padnersmp in fhe productton of ren shah‘ be allowed as a deduction for any year

of income only as prowded forin sect:on 22( 1)c)."

The Applicant further "submltted that sectlon 22(1)(c) of the ITA provides

that for the purpose of ascq_@gpmng chargeable income of a person for a

year of income, there shall be allowed a deduction, in the case of rental
income, the expenditure and losses incurred by a person other than an
individual or partnership in the production of such income subject to
subsection (1a) which states:

“Where the expenditure and losses incurred by a person other than an individual
or partnership in the production of rental income, exceed fifty per cent of the rental
income, the allowable deduction shall be fifty per cent of the rental income for the

year of income”.



28.

29.

The Applicant submitted that Hotel operations generate business income
because the right to occupy and use immovable property is blended with
the right to additional goods and/or services such as furnished
accommodation, housekeeping, food and beverages, and recreation. This
suggests that income qualifies as rental income if it is derived solely from
leasing immovable property (without additional goods and/or services
blended). Indeed, in section 2 of the ITA, rental income is strictly defined as

concerning immovable property.

"Rental Income in relation to a person for. j}_é’a_r of income, means the total amount

of rent derived by the person for the of income from the lease of immovable

propeity in Uganda with the ded : ny expenditures and losses incurred in

respect of the property.”

na Hotel Ltd v URA, the

& main purpose of the Taxpayer s lease was to grant

The Applicant submltted that in Lake Vi
Tribunal found that: t

Granada Hotels Ltd hé nght to use Immovabie Property and Quiet

f Rights', states:

‘and 9 heréfé__’i@éase the Hotel to Lessee

2.2 The Hotel comprises of 132 hotel

ms, 8 junior suites, 3 ministerial suites, 1
presidential suite, 4 conference rooms,

-\_-:_ré‘staumnt, 3 bars, shops, efc.”

In addition, the Appiica’n_\_fcontended that clause 3.1 of the agreement

states:

“.. the Lessor mandates the Lessee fo take the Hotel in its current condition, to
fully operate it as a hotel under its own name, logo, trademarks, and get up for the
duration of the term.”

Further, clause 3.2 states:

“.. the Lessee shall have quiet possession of the Hotel establishment and shall
ensure that all outgoings, including telephone line, internet, electricity, and water

on the hotel are properly and punctually paid for."



30.

31.

32,

33.

_ pubhcxty refanng to the lodge...

The Applicant submitted that it is clear from the above provisions that the
main purpose of the transaction involving the lease of the hotel
establishment was to grant the Lessee rights to use the buildings
comprising the various rooms listed in clause 2.2 of the agreement. The
Tribunal further found that other obligations imposed on Granada Hotels
Ltd were merely incidental to the primary purpose of letting immovable

property.

The Applicant submitted that the Applrcant and WWL entered an Operating
Lease Agreement. Under the arrangement WWL is tasked to operate Wild
Waters Lodge in compliance w;th the Appllcant's brand. In clause 3 of the

Agreement, the Applicant grants WWL .....

“control in the direction, management, and”s@ﬁ_e_,ryision of the assets for the

-compensation, fkcen'sing, granting

concess;ons for commerma.f space and af phases of advertising, promotion, and

The Apphcant" rgued that the schedule to the Agreement lists mixed assets

(movable and m_mevable), |nclud1r]_g,:__f__

“.. housekeeping and gen'era! use assetéff fﬁachinery and tools, kitchen equipment
and sundries, restaurant furmture equipment, and sundries, buildings, fixtures,
and motor vehicles, office fu}hffa_re and equipment, swimming pool furniture and

sundries, spa furniture and sundries, boats and boating equipment.”

The Applicant submitted that WWL leverages the Applicant's "Wild Waters"
using a blend of movable and immovable assets. All assets used by WWL
in the conduct of the Applicant's business are supplied by the Applicant.
The inclusion of movable assets is legally significant because the Income
Tax Act, under section 2, restricts the definition of "Rent” to payment

received for the use of land or buildings, that is, immovable property.



34. The Applicant submitted that secondly, no autonomy or quiet possession is
granted to WWL because the Applicant is the 99.99% owner of WWL and
100% of the directors of WWL are directors of the Applicant.

35. It was the Applicant’s argument that the Respondent's decision to classify
the Applicant's income as rental income ignores the common underlying
ownership, the Applicant's pursuit of intra-group efficiencies, the Applicant's
oversight and policy control of WWL, the WWL use of the Applicant's
proprietary brand; and ignores the unique blend of movable and immovable

asset classes.

36. The Applicant submitted tha’[ '-;th:é:' R.éSpondent's decision to classify the
Applicant's income as rental income rlsks double taxation. The Applicant

already paid tax on__lts business income. Reclassﬁymg the business income

\\\\\\\\

as rental income "_oul'd effectively result in the _ppltcant paying tax twice

on the same income

e Aplecant submitted that | ot liable to pay the

assessed rental tax.

(b)

(c) A declaration 1 } A ;the arrangement between the Applicant and WWL
is an Owner-Opel ator__ relationship and not a Landlord-Tenant
relationship.

(d) A declaration that the Appllcants income from WWL is business
income, not rental income.

(e) An order as to general damages to the Applicant for administrative

harm due to the Respondent's failure to provide a guiding ruling.

() Costs of the application to be borne by the Respondent.

10



Vi.

The Submissions of the Respondent

38.

39.

40.

41.

42.

In reply, the Respondent raised a preliminary objection on the issue of non-
payment of thirty per cent of the tax assessed. The Respondent relied on
section 15 of the Tax Appeals Tribunal Act, which provides that a taxpayer
who has lodged a notice of objection to an assessment shall, pending final
resolution of the objection, pay thirty per cent of the tax assessed or that

part of the tax assessed not in dispute, whichever is greater.

The Respondent cited Uganda Projects Implementation and
Management Centre v Uganda Revenue Authority, Supreme Court
Constitutional Appeal No. 2 of 2009 in which the Supreme Court held
that the statutory requurement to pay thlrty per cent of the tax assessed, or
the part of the tax assessed not in dlspute whlchever is greater, is

constitutional and does not 1nfr|nge the right to a fatr hearing.

The Respondent submltted that ‘Applicant was req ed to comply with

section of the Tax Appeals Tribu éi Act by paymg thirty per cent of the

deposut by the time of f|||n | the Respondent's submissions. The

Respondent therefore prayed that the prellmlnary objection be upheld and
that the Appl:catlon.__be-._dlsmlssed w_lth costs for failure to comply with

section 15 of the Tax Appeals Tribunal Act.

Without prejudice to the prel'i'r'r'tinary objection, the Respondent submitted

on the merits of the Application.

Whether the relationship between the Applicant and Wild Waters
Lodge (U) Limited is that of landlord and tenant

The Respondent submitted that section 2 of the Income Tax Act defines
‘rent” to mean any payment, including a premium or like amount, made as
consideration for the use or occupation of, or the right to use or occupy,

land or buildings. The Respondent further submitted that “rental income” is

11



43.

44,

45.

46.

 those facilities.

defined under the same section as the total amount of rent derived by a
person for a year of income from the lease of immovable property in
Uganda, after deduction of the expenditures and losses incurred in respect

of the property.

According to the Respondent, ownership of the lodge facilities and the
assets used for the provision of accommodation and recreation remained
vested in the Applicant. The Respondent submitted that the Applicant
merely granted Wild Waters Lodge (U) Limited control over the assets for

purposes of directing, managing and upemsmg the operation of the lodge,

and that no ownership passed to Wild Waters Lodge (U) Limited.

The Respondent further submitted that ¢ e consideration paid by Wild
Waters Lodge (U) Limlted to the Applicant, ' _amely USD 40,077 for 2020
and USD 402, 000 for 2021 and 2022, as reﬂected in clause 6 of the

Agreements, did not demonstrate that the Appllcaht

ue intention was to

let a busmess rather than_ propert he Respondent th'e"r“'":_'____ore maintained

: ayfnents constitt ted rental income: because the Applicant granted

) 0n3|deratlon whlie retamlng ownership of

Whether the Appllcant is liable to "ay the tax as assessed

The Respondent malntamed that ‘the Appllcant is liable to pay the assessed
. _86 916 500 for the period 1 September 2021 to
31 August 2022, arising from' undeclared rental income received from Wild

Waters Lodge (U) Limited.

rental income tax of Shs:

The law on rental income

The Respondent submitted that rental income is treated differently from
other gross income earned by a taxpayer. Section 5 of the Income Tax Act
imposes tax on every person who has rental income for a year of income.
The Respondent further relied on section 5(3) of the Income Tax Act, which

provides that rental tax is separate from the tax imposed under section 4

12



47.

48.

49.

50.

and that rent derived by a person is not to be included in that person’s gross

income for that year of income.

The Respondent contended that the Applicant earned rental income
amounting to Shs. 1,224,390,000 for the period 2021 to 2022, which was
subjected to rental tax on the basis of non-declaration, resulting in an
assessment of Shs. 786,916,500.

The Respondent acknowledged that the Applicant contended that the
transaction was taxable as busines__s__.-_'\iﬁn'c_'_::eme and that taxes had been paid
on that basis. However, the Resp'onid’ent submitted that the income received
by the Applicant from Wild Waters Lodge (U) Limited was rental income.
The Respondent further subm!tted that the Applicant had not provided

sufficient proof of p_e_yment of tax under the bu;_;__l_n_ess income head.

The Respondent |nv1ted the-TrlbunaI to consnder Lake Victoria Hotel
honty, TA TApphcatron No 300 of 2024,

which it submltted was on all fours with

Limited v Uganda Revenue '

: present Appllcatlon In that case,

the Tnbunal after analysmg the agre ' :ent between the parties and relying

"_E?Oﬂ Hay.' Musa Ntale v Uganda evenue Authorrty, HCT-00-CC-CS-303-

2008 found that the consuderetlon received was for the right to use and
occupy property and therefore fell W|th|n the statutory definition of rental
income. The Respondent argued that in the present case, the Applicant
retained ownership of the lodge and its accompanying facilities and assets,
received consideration fof ”tvnelr use, and granted Wild Waters Lodge (U)
Limited operational control for purposes of running the lodge. The
Respondent therefore maintained that the assessment was lawful, justified
and proper under section 5 of the Income Tax Act, and that the assessed

rental tax of Shs. 786,916,500 is due and payable by the Applicant.
The Respondent prayed for the following orders:

I. ~ This Application is dismissed.

li.  The preliminary objection on non-payment of 30% is upheld.

13



Vil

. The Applicant is liable to pay the rental tax liability of Shs.
786,916,500 as assessed by the Respondent.

iv.  Costs of this Application are awarded to the Respondent.

The Applicant’s submissions in rejoinder

31

52.

53;

o4.

In rejoinder, the Applicant submitted that the dispute concerns the legal
interpretation of the Income Tax Act and not merely the amount of tax
assessed. According to the Applicant, rental income under the Income Tax
Act is limited to income derived from: the lease of immovable property,
whereas the present arrangement mvolved an Operating Lease
Agreement, mixed assets (movable and immovable property), operational

control and use of the Appll({;a,gt_s'brand_-,-;-_-slystems and policies.

The Applicant argued that section 15(1) of the Tax Appeals Tribunal Act

ltself rather than the

does not apply whe_ axpayer disputes Ilablht_

commercial reality of the : “p__gement between the parties. The Applicant

argued that the Operating'“t‘:[:ease Agreement created an integrated
business framework characterised by mixed asset classes (movable and
immovable property), affiliated parties (parent company and wholly owned
subsidiary), and operational control through strict adherence to the

Applicant's brand, systems and policies.

The Applicant further emphasised that WWL was a wholly owned
subsidiary, the parties were economically integrated, and the consideration
payable under the Agreement fluctuated depending on business

performance, including reductions during the COVID period. It was

14



55.

56.

97. ¢

58.

59.

therefore submitted that the relationship was not one of landlord and tenant

but rather one of owner and operator.

Whether the income constituted rental income

The Applicant submitted that the Respondent itself acknowledged in its
Statement of Facts that the income received from WWL had been treated
and taxed as business income and that the corresponding business taxes

had already been paid.

The Applicant argued that rental |ncome under section 5 of the Income Tax
Act must arise purely from the lease of immovable property, whereas the
present arrangement involved blended assets, branding, systems and
operational services. The Applloant dlstrngu:sheci Lake Victoria Hotel Ltd
v URA, arguing that the case involved unrelated autonomous companies
and a stra:ghtfonrvard Iease of immovable property whereas the present

matter concerned a wholly owned subsrdlary, common ownership,

operatlonal mtegration and mlxed assets operat:ng w:thl'::"t:he Applicant's

busmess structure

-;The Appl:cant invoked the substance over-form doctrlne arguing that the

true purposx "of the arrangement was operational efficiency within a group

structure rather than passwe rental aotlwty

The Applicant further""sif.i_b'r-nitted that teasing of mixed assets was merely
incidental, business inoorn__ej may arise from licensing and operational
arrangements even without transfer of ownership and retention of

ownership does not automatically convert income into rental income.

Administrative unfairness

The Applicant submitted that it proactively sought tax guidance from the
Respondent, held meetings with the Respondent and requested formal
interpretation before assessments were issued. According to the Applicant,
the Respondent failed to provide the promised ruling and instead issued

assessments and agency notices. The Applicant argued that this conduct

15



60.

amounted to unreasonable administrative action, breach of natural justice

and caused business disruption and administrative harm.

Reliefs sought

The Applicant reiterated its prayers for setting aside the rental tax
assessments, declaration that the Respondent’s objection decisions were
erroneous, declaration that the relationship was one of owner-operator and
not landlord-tenant, declaration that the receipts constituted business
income and not rental income, damag_es:_\_for administrative harm and costs

of the Application.

VIIL. The determination

Issue 1: Whether the preliminary ohjectior'if:i'“

sustainable

61.
A faxpgy' r
final reso!utron of the objection, pay 30 per cent of the .

tax assessed not'

62.

63.

1-hon-payment of 30% is

Section 15(1) of the Tax A’bpzé's_ls__:]'ribunal Act provi'c'ie:s:i; ,

ﬁho has lodged a ‘___ot.'ce of object.fon_ ).an assessment shall, pending

assessed or that part of the

! d:spute, whrchever__a_'s_ ’g__reater.
The Respondeh argued that the A"pii’i:ij_cant failed to pay the mandatory 30%
deposit and that t _”"Application shou[d therefore be dismissed. The
Respondent relied i ~Uganda Projects Implementation and
Management Centre v Uééﬁda Revenue Authority, SC Constitutional
Appeal No. 2 of 2009, in which the Supreme Court upheld the
constitutionality of statutory provisions requiring payment of part of the
assessed tax before a tax dispute may proceed. The Supreme Court
endorsed the “pay now, argue later” principle as a legitimate mechanism

for protecting public revenue.

However, subsequent jurisprudence has clarified the scope and limits of
section 15(1). In Fuelex (U) Ltd v Uganda Revenue Authority
Constitutional Petition No. 3 of 2009, the Constitutional Court clarified

16



that section 15(1) cannot be applied rigidly where the dispute concerns the
legal basis of liability itself rather than the mere amount payable. The
Constitutional Court held:

“Section 15 of the Tax Appeals Tribunal Act, in so far as it compels an objector
to a tax assessment, whose challenge is not with regard to the amount of tax
payable, to pay to the tax authority 30% of the tax assessed, is inconsistent
with Article 44 of the Constitution...”

64. The Court distinguished disputes about 'é;uantiﬁcation from disputes about
legal liability. The majority reason'e'd'-that section 15(1) was intended for

disputes over assessed amounts and not for cases where the taxpayer

contends, for example, that the tax was assessed under the wrong law, the

taxpayer is not liable to that tax, the taxpayer IS exempt or the assessment

is founded on a nen—emstent Iegal obligation.

65.

' éy_be'rﬁederated where the d : .' 'Jses a funda em‘af legal challenge to the

basis of the a%se_ssment itself.”

66. This Tribunal in Fortuna further stated that “the exception recognised in

Fuelex applies only wher ;fhe dispute goes to the core of the very existence of a

tax liability itself in the first p'!ac :\-___such as where the taxpayer contends that the

tax was imposed under an mapphcabfe law, that the taxpayer is not subject to the

tax, or that the assessment is founded on a non-exjistent legal obligation.”

67. The distinction is therefore between a taxpayer who accepts the applicable
tax head but disputes the computation, and a taxpayer who disputes the
legal foundation of the tax head invoked by the Commissioner. The former
ordinarily falls within section 15(1); the latter may fall within the

constitutional exception recognised in Fuelex.

17



68.

69.

70.

1.

72.

Further guidance emerges from the recent High Court decision in Dr. Jaala
Higenyi Alfred v Uganda Revenue Authority Civil Appeal No. 121 of
2023, where Hon. Lady Justice Susan Odongo revisited the purpose of
section 15(1). The Court observed that while the “pay now, argue later”
principle protects public revenue, tax administration must also remain
consistent with Articles 28, 44(c), and 126 of the Constitution. The learned
Judge emphasised that:

“Judicial precedent has clarified that the :30% requirement should not be an

absolute barrier to justice.”

The High Court therefore held -

ction 15(1) must be applied in a
manner that balances reventj'e"protectip

-'_,___'ith the taxpayer's constitutional

right to a fair hearing..

In the present case the Appllcant contends that th Respondent invoked

the wron' ) 'chargmg prowsmn altoge r__ The Appllca.ntn-_:lrgues that the

rental income before msmtmg on payment under section 15(1). To require

payment of 30% before resolwng that foundational legal question would risk
shutting the Applicant out before determining whether the tax head invoked

by the Respondent lawfully applies.

It should also be noted that the Applicant submitted that they had treated
the income as business income and had already paid all the requisite
income tax, a fact that the Respondent has not disputed. Should the
Tribunal find that the income ought to be treated as rental income rather
than business income, the Applicant would have to pay a top-up tax to take

into account the tax already paid as income tax.
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73. The Tribunal therefore finds that the present dispute falls within the
exception recognised in the Fuelex case as well as in Dr. Jaala Higenyi
Alfred v Uganda Revenue Authority. Accordingly, the preliminary

objection is overruled.

Issue 2: Whether the relationship between the Applicant and WWL is one

of landlord and tenant

74. The Applicant argued that the relationship between itself and WWL is not a
landlord-tenant relationship but an integrated owner-operator arrangement
involving common ownership, qpera't'i\_tfi"nal control, brand governance and

mixed assets.

75. The Applicant relied heavily on the fact thaf' WWL is a 99.99% subsidiary,
both companies share dlrectors WWL operates under the Applicant’s “Wild

Waters” brand and: operatlonal p0|IC[88 and the arrangement includes

These facts are not dasputed

76.¢ :"He*' Tri'bﬁ.'r':ial accepts that th'é"_a’ri;a_ gement was commercially integrated

and dlffered from an ordinary Iease between unrelated parties. However,
common ownership alone does not extinguish the separate legal
personality of companles A company is a legal person distinct from its
shareholders and af'flliated_ co_mpames, see Salomon v Salomon & Co Ltd
[1897] AC 22. WWL and:"""tlﬁe Applicant, therefore, remained separate
taxable persons notwithstanding their common ownership and shared
directors. The Tribunal must accordingly examine the legal rights and
obligations created by the Operating Lease Agreement, not merely the

group relationship between the parties.

77. Section 2 of the Income Tax Act defines “rent” as
“any payment, including a premium or like amount, made as consideration for the

use or occupation of, or the right to use or occupy, land or buildings.”
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78.

79.

80.

81.

82.

The Tribunal must therefore determine the dominant legal character of the
consideration paid by WWL. This requires the Tribunal to examine the rights
granted under the Operating Lease Agreement, the subject matter of the
payment, and whether the non-immovable elements, such as movable
assets, brand standards and operational systems, were independent
income-generating rights or merely ancillary to the use and occupation of

the lodge premises.

This Tribunal is guided by the decision in Lake Victoria Hotel Ltd v URA
TAT Application No. 300 of 2024, w
purpose of the transaction m'.roa‘\.n'ﬂigig ejease of the hotel establishment was fo
e buddmgs " The Tribunal further held that

operational obligations |mposed upon the !essee were “incidental to the

here the Tribunal held that “the main

grant the Lessee rights to us

main purpose of gra t__|_r_|_g possession and use _qf_@h_e property.”

The Tribunal has bnmdered the Appllcants attempt to distinguish Lake
Victoria Hotel on the- isis that the lessee in that case was an unrelated
third party with greater bp ‘ational autonomy. In the Tribunal’s view, those
factual differences do nollt" displace the central principle. The decisive
question is not whether the parties were related, or whether operational
standards were imposed, but whether the consideration was paid

substantially for the use or occupation of land or buildings.

The Applicant urged the Tribunal to find that the arrangement was an
owner-operator structure rather than a tenancy. The Tribunal accepts that
the arrangement possesses characteristics of both operational integration
and property use. However, tax characterisation must ultimately follow the

legal rights granted and the substance of the consideration.
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83. WW.L paid consideration to obtain operational possession and use of the

84.

lodge establishment owned by the Applicant. The Applicant itself did not
directly provide accommodation, food, beverage or recreation services to
guests during the relevant period. WWL operated the hospitality business
and paid the Applicant agreed consideration for use of the lodge
infrastructure. In substance, the Applicant stood in the position of owner

granting another legal person the right to use and operate the premises.

The Tribunal therefore finds that, whatever commercial label the parties
used, the arrangement possessed the essentla[ characteristics of a letting
of lodge premises for purpqs_e_s_; _of, .the_ rental income provisions of the

Income Tax Act.

Issue 3: Whether the i mcome constitutes rental lncome or business income

85.

86.

87.

s;;:S-_ec'tieri"~2:1'QQ_ﬁnes rental inco e‘"

Section 5(1) of the Income Tax Act provides:

Subject te th.fs sectfon a tax shaﬂ be charged for each year of income and is

rmposed on every person who has rentaf mcome_for the year of income.”

income derived from “the lease of

immovable p"fre_p:e_rty in Uganda.” .

The Tribunal also notes section 18 of the Income Tax Act. Section 18

includes, within busmes' i come, income derived by a person in carrying

on a business. However where rent is included in business income
because a person’s busmess COI‘ISIStS wholly or mainly of holding or letting
property, section 18(2) preserves the character of that amount as rent for
purposes of provisions referring to rent. Accordingly, the mere fact that a
receipt arises in a business context does not necessarily preclude its

treatment as rent where the statutory definition of rent is satisfied.
The Applicant argued that the receipts cannot constitute rental income
because the arrangement involved movable assets, the Applicant retained

operational oversight, the relationship was commercially integrated and the
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88.

89.

90.

O1.

92.

Q__cc;_u__p / the lodge establtshme_h__t.

Applicant had already paid business income tax on the receipts. The

Tribunal has carefully considered these arguments.

The Tribunal agrees that hotel operations ordinarily generate business
income. However, it is necessary to distinguish between:

(i)  hotel business income earned from accommodating guests; and

(i) income earned by an owner from granting another entity the right to

operate the hotel establishment.

Income earned by an entity that .i_t__'s'ulff_-':'provides accommodation, food,

beverages and recreation to guest's‘ 6rt§l'inari1y constitutes business income.

However, that is not the same as mcome_eamed by an owner who grants

a separate legal person the rlght to use an ‘operate a hotel establishment.

The character of the Applicant’s receipt 1 ﬁ:ét. be determined from the

source and legal baS|s of that recelpt

The key_-q"r'estlon is the'_,_ fore whether the consideration pa:d by WWL was

prlnCIpatIIy or operatlonal managemen eewlces or the rlght to use and

Mixed assets and brand control

The Applicant's strongest point is that the agreement was not a bare lease

of land and buildings.’ I"“'"

[ __Iuded movable assets and operating systems.
However, a commercial hotel lease is rarely a bare lease of empty walls. A
functioning hotel normally includes furniture, fixtures, kitchen equipment,
operating standards, brand restrictions and quality obligations. These
matters may be commercially important, but they do not automatically

change the nature of the payment.
The Tribunal has considered whether the movable assets, brand rights and

operating controls were the main subject of the consideration, or whether

they were ancillary to the right to use the lodge premises.
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93.

94,

95.

96.

o7.

F nghts

The Operating Lease Agreement did not provide separate pricing for the
use of buildings, movable assets, brand licensing, intellectual property,
management systems, or operational services. Nor did the Applicant
present a valuation, apportionment schedule, transfer-pricing analysis,
management-services agreement, or other evidence showing that a distinct

and severable portion of the consideration related to non-rental rights.

In the absence of reliable apportionment, the Tribunal is unable to treat the
composite payment as non-rental inco_r_n__e merely because movable assets
and operational obligations were mcluded The inclusion of such ancillary
rights does not, without more, . change the dominant character of the
consideration where the substantlal rrght granted is the use and occupation

of the lodge establishment.

The taxpayer bears the-burden of proving that the assessment is excessive

or that the Commlssro er's cIaSS|f _atron is wrong. In the present case, that

burden reqwred the Apphcant (o] onstrate, by evrdence that the

composrte consideration was wholl -p_artiy___ettrlbutable to non-rental

The Apphcantzs'argument would have been stronger if the evidence showed
hotel revenues on behalf of the Appllcant and remitting them subject to a
management fee. The ewdence before the Tribunal does not establish such
an agency arrangement. !nstead WWL was granted operational control
and paid the agreed consideration to the Applicant. That points away from

agency and towards a letting or operating lease arrangement.

The Tribunal therefore finds that the dominant character of the receipts was
consideration for the use or occupation of the lodge establishment,
notwithstanding the inclusion of movable assets, brand standards and
operational obligations. The receipts accordingly fall within the definition of
“rent” under section 2 and constitute rental income taxable under section 5

of the Income Tax Act.
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98.

99.

100.

101.

Double taxation

The Applicant argued that it had already paid business income tax on the
same receipts and that reclassification would result in double taxation. The
Tribunal accepts that the same receipts should not be subjected to double
recovery. However, payment under an incorrect tax head does not prevent
the Respondent from reclassifying the receipts under the correct charging
provision. The Respondent must, before enforcing recovery, verify any
income tax already paid by the Applicant on the same receipts and credit,

offset or otherwise account for such payment in accordance with the law.

General Damages

The Applicant sought genera! damages for admlnlstratwe harm arising from

the Respondent's failure to issue a rullng desplte requests for clarification.

Although the Appi:iéa :':"'d_mpllained of administfét'_if\?" .delay and failure by

Orders :

Accordingly, savé At - _\_ObjeC’[IOH which is overruled, and the

direction on credit or/offset of any tax already paid on the same receipts,

the Application is dlsmiss l.:The Tribunal makes the following orders:

i.  The preliminary ob;ectton based on non-payment of 30% under
section 15(1) of the Tax Appeals Tribunal Act is overruled.

i. The income received by the Applicant from WWL under the
Operating Lease Agreement constituted consideration for the use or
occupation of the lodge establishment.

iii.  The said income constitutes rental income taxable under section 5
of the Income Tax Act.

iv.  The rental income tax assessments are upheld, subject to
verification and credit or offset of any income tax already paid by

the Applicant on the same receipts.
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v.  The claim for general damages is declined.

vi.  Each party shall bear its own costs.
It is so ordered.

%-.f_m
Dated at Kampala this....... C,l .......... day of May 2026.

Sy

[4
HON. CRYSTAL KABAJWARA

CHAIRPERSON
HON. PROSCOVIA REBECCA NAMBI HON. WIL&-;NANGOSYAH
MEMBER s

MEMBER
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