URA wants to end costly tax wars:

DEOGRATIUS WAMALA )

For years, Uganda’s tax courts have qui--

etly been a hidden treasure trove; not
for the government, but for lawyers.
. While Uganda Revenue Authority

(URA) collects billions in taxes,ithas al- °

so been handing tens of bﬂhons to liti-
_ gantsinlegal costs.

In the 2024/2025 financial year alone,
URA paid Shs17.24bin litigation costs,a
slow leak from the public purse.

URA is seeking to rein in this trend
through its Draft Tax Policy Measures
for the 2026/2027 financial year.

The measures seek to make tax dis-
putes less profitable for lawyérs and
less costly for the public.

The first reform introduces a statu-
tory cap on recoverable costs. Lawyers’
fees will now shrink as the stakes rise: 8
percent for claims under Shs2m, 6 per-

cent for Shs2 to Shs20m, 4 percent for

Shs20 to Shs50m, 2 percent for Shs50
to Shs100m, and 0.5 percent above
Shs100m.

No one can recover more than the
amount awarded in a judgment, which
means that the larger the case, the
smaller the percentage a lawyer can
earn. 5

The evidencerule

The Draft Tax Policy Measures intro-

duce a new layer of evidence that says
that if a taxpayer introduces docu-
ments“that ought to have been submit-
ted to URA” at the objection stage and

. still wins at the Tax Appeals Tribunal

(TAT),no costs will be awarded.

URA wants taxlawyersto play fairear- ~

Iy,or theirlegal payday evaporates.

“An award of costs is not merely com-
pensatory, but also serves as an instru-
ment for regulating litigation conduct,”
‘thedraftsays. -

The most dramatic proposal howev-
er,is the removal of legal costs entirely
from tax proceedings.

“Notwithstanding any other written

“law, no order as to legal costs shall be
made in proceedings under this Act.”

This, if approved, would end the prac-
tice of the losing party paying the win-
ner’s legal bill in tax disputes.

URA frames this as a matter of prin-

ciple. Tax litigation, it argues, is public -

administration, not a commercial ven-
ture. .

Government lawyers do not earn in-

struction fees, and when URA loses, the

~ —~costs are paid from the Consolidated

Fund.

In that light, large cost awards for pro- '

cedural lapses or late evidence are seen
as-a fiscal indulgence the country can
no longer afford.

But URA also thinks“the proposal will
enhance staff integrity as it closes a po-
tential loophole for collusion with ex-
ternal counsel for personal economic
benefit”.
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3%

' The draft proposes lawyers’ fees of 8
percent for claims under Shs2m.

The draft proposes lawyers’ fees of 6

percent for claims of between Shs2 and
Shs20m.

0.5%

The draft proposes lawyers’ fees of 2
percent for claims of between Shs50
and Shs100m, and 0.5 percent for
claims above Shs100m.

Lawyers say | ﬁrst fix assessments

URA is proposing sweeping tax litigation reforms to cap lawyers’ fees, restrict
late evidence, and potentially abolish iegal cost awards, aiming to reduce rising
public expenditure on tax disputes. PHOTO/FILE

URA also expects behavioural change
by capping costs, through which it an-
ticipates fewer frivolous appeals, great-
er use of alternative dispute resolution,
and earlier settlements.

Iindifferent taxlawyers

But in the country’s top tax firms, the
sense is very different.

Several senior tax practitioners inter-
viewed and speaking on condition of
anonymity,say the problem is not legal
costs, but the quality and pressure be-
hind certain tax assessmerits.

“They are doing a lot of tax assess-
ments daily. They are getting it wrong
in a few cases. And sometimes, that’s
not because they don’t know what to
do,but because they are chasing targets
and closing an eye on what is the right
thing to do,”one lawyer says.

“If you go to TAT and you lose, you

have got to pay more,”he explained.“So

_if you close an eye because you wanted
to collect,youre goingto lose. And if you -

lose, you're going to pay. That is start-
ing to build pressure on them. You do

‘wrong,you have to pay”

In his reading, legal costs are not a
windfall but a corrective mechanism
because they create a financial conse-
quence for administrative overreach.

“By cutting the lawyers’ fees, you're
trying to cut what you might be able
to pay when you lose,” another lawyer
said.“It’s a way of insulating yourself
from the impact of the loss.”

Thebill of costs

The concept at the center of this de-
bate is the “bill of costs”In dfdinary lit-
igation, if one party wins, it can recov-
er what it paid its lawyer from the los-

 ingparty.

That recovery sits on top of whatev-
er substantive amount was awarded.
If the cost structure is reduced or abol-
ished, the financial sting of losing di-
minishes.

But some say the best solution for
U'RA?is toreduce the mistakes.

“Do what is right because if you do
what is nght, you’re not going to lose,”
one senior lawyer says.

erent voices point to the need for
strohger internal vetting systems, re-
view mechanisms,and approval layers
before assessments areissued.

By the time a matter reaches litiga-
tion, they argue, it should already have
passed rigorous legal scrutiny.

Some voices also point to the fact that
some of the litigation pressure is self-in-
duced, because URA wants to collect
more.

According to the 2025/26 quarter one
TAT Progress Report, 121 new applica-
tions were filed in a single quarter, val-
ued at Shs260.3b.

In the same period, 74 disputes were
resolved, unlocking Shs72.98b through
rulings, consents, withdrawals, and dis-
missals. Meanwhile, 529 pending appli-
cations collectively represent approxi-
mately Shs1.4 trillion.

These are not cases over small sums.
There are substantial disputes. TAT has
the authority to dismiss weak claims
and award costs against unsuccessful
taxpayers.

If frivolous litigation were systemic,
one would expect low-value repetitive
claims or procedural abuse. The figures
suggest otherwise.

At the same time, URA is tightening
procedural rules.

Under proposed amendments to the
Tax Procedure Code, URA seeks to limit
the introduction of new evidence at lat-
er stages to protect administrative pro-
cedures and prevent situations “where
a taxpayer fabricates new ev1dence to
their advantage.”

Viewed together, the reforms form a
coherent package: cap costs, restrict ev-
identiary flexibility, and reduce the fi-
nancial impact of losing.

Compressed window?

Even the consultation process has
drawn quite a bit of criticism. Accord-
ing to industry sources, the communi-
cation was sent on February 20,with a

. responserequired by February 24.

“We had the weekend only, and that
day”one lawyer said.“You had only four
days torespond.”

For reforms of this scale, some argue,
the window felt compressed.

At its core, the debate is not about law-
yers'fees.It is about incentives.

Costs are meant to “bite.” They com-
pensate the party that was wronged.
They discourage weak positions. They
force both sides to evaluate risk realis-
tically. And they ensure litigation is pur-
sued because it is necessary,not merely
becauseit is available,

URA sees a fiscal leak that must be
sealed. The legal profession sees a safe-
guard that must be preserved.

Between those two views lies a furl-
damental policy question: should gov-
ernment reduce the consequences of
losing tax cases, or should it reduce the
likelihood of losing them in the first
place?
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