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1. Introduction

The tax treatment of the recovery or recharge of third party expenses incurred by vendors while serving their 
customers is intricate and some taxpayers have been hit with tax assessments arising from this. Though it is 
commonly taken for granted that recharges of third party expenses incurred and recovered by vendors from their 
customers are disbursements, some of these repayments are actually reimbursements for tax purposes. We draw 
the distinction and highlight the applicable tax treatment for each in this article. 

2. Disbursement or reimbursement 

The distinction between disbursements and reimbursements for tax purposes is instructive. This is because while 
the recovery of third party costs from customers strictly qualifying as disbursements is out of scope for Value 
Added Tax (“VAT”) and withholding tax (“WHT”) purposes, the reimbursement of third party costs to vendors by 
customers is subject to VAT and WHT where applicable.

Though Uganda’s tax legislation does not define the foregoing terms, case law is exhaustive. In general terms, the 
recovery of third party costs from a customer qualifies as a disbursement if the expenses were incurred by a vendor 
as agent of the customer. A recharge of third party expenses from customers incurred by vendors is a 
reimbursement if the expenses were borne by the vendors as principal in the course of serving the customer.

3. The tax position

It is now a settled position of the law that billings for the recovery of third party costs to customers qualifying as 
disbursements do not represent a charge for the provision of services or supplies.  They are out of scope for tax 
purposes. A vendor should not charge VAT on the same. Similarly, the customer ought not to deduct WHT if it were 
to be applicable.

Billings for the recovery of third party costs to customers qualifying as reimbursements represent part of the cost 
or charge for providing the services and supplies. A vendor should charge VAT on the same if applicable. The 
customer must equally deduct WHT if eligible.

Reimbursements take on the character of the service or supply contracted for by the customer. If the vendor incurs 
third party costs that support the performance of services that are exempt from VAT, such underlying 
reimbursements are also exempt from VAT on billing. Disbursements also ought to be recharged at actual cost. Any 
mark up on such recovery of costs will be taxable. 
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Issue ReimbursementDisbursement

Principal user The vendor only incurs an expense on 
behalf of the customer who primarily is 
the user of the item or supply procured 

The item purchased facilitates 
the vendor to provide the 
services or supplies that the 
customer contracted for. 

Duty to pay The vendor is not ordinarily under duty to 
pay for supplies from third parties if it 
were not for the request of the customer to 
incur payment on their behalf.

The vendor is under duty to 
pay for the third party 
supplies procured.

Examples Company registration fees
Taxes paid on behalf of a client
Court fees
Land registration fees
Assessments for building plans  
Any such fees ordinarily payable by the 
customer especially so where the 
assessments or invoices are issued in the 
name  of the customer

Airtickets, accommodation, 
transport fare, printing, fuel 
and telephone costs among 
others incurred by the vendor 
in the course of project 
execution to facilitate their 
contract performance but 
recharged to the customer.



4. Judicial precedents 

There are several decided cases both internationally and locally that set out the tax position on disbursements and 
reimbursements.

In a 2017 United Kingdom (UK) case, the question for determination was whether property search fees were part 
of the overall client bills and thus subject to tax or represented disbursements that are outside the scope of 
taxation. It was held that because the Solicitors were using the information as ‘part and parcel’ of its overall service, 
the search fees were not disbursements. Such would have qualified as a disbursement if they had been passed on 
to the customer without analysis or comment. However, if the firm provides advice or makes a report on the basis 
of the search, it was concluded the recharged cost would form part of the charges for its services that is subject to 
taxation.

In an earlier case, Court in the UK held that costs incurred by the vendor in obtaining medical records were 
disbursements because the solicitor could only  obtain the documents with the client’s consent, and the client was 
considered as the ‘owner’ of the information within the document. The solicitor was ‘merely an intermediary used 
to facilitate payment.

In the 2019 case of Prime Solutions Limited versus Uganda Revenue Authority (URA), the issue considered was 
whether expenses incurred by the vendor for the purposes of facilitating the effective performance of services were 
chargeable to VAT. In considering the arguments of the parties, Uganda’s Tax Appeals Tribunal relied on various 
decisions and drew a distinction between disbursements and reimbursements. 

Reimbursements are included within the consideration of the provision of a service by a taxable supplier and are 
consequently subject to VAT. On the other hand, disbursements are expenses incurred on behalf of a client in what 
would be an agency relationship that are not subject to VAT. The Tribunal agreed with the URA and held that 
expenses such as transport costs and accommodation were reimbursements. They were expenses incurred during 
the provision of the service to the client and included in the total consideration to which VAT was chargeable.

In the 2018 case of Bank of Africa versus URA, the issue considered was whether expenses such as air tickets, per 
diem, payroll costs and hotel accommodation incurred by the vendor and recharged to the customer were subject 
to VAT and WHT.  In its determination, Uganda’s Tax Appeals Tribunal distinguished between a disbursement 
and a reimbursement for purposes of VAT. Relying on the 1975 case of Rowe & Maw versus Commissioner for 
Customs and Excise, the Tribunal held that VAT would be levied on any such payment incurred by the service 
provider to enable them effectively perform and which is reimbursed since it will be a part of the consideration the 
client will be paying for the service. On that basis, the Tribunal agreed with the URA and found that VAT was 
rightly charged on the foregoing reimbursed costs because they were incurred on the employees of the vendor 
providing services to the customer.

5. Conclusion

As highlighted above, distinguishing between reimbursements and disbursements is very important for tax 
purposes. Professionals like lawyers, accountants, surveyors among others that periodically recharge their 
customers for third party costs incurred in the provision of their professional services must pay more attention to 
this difference to mitigate avoidable tax exposure.   
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benefits to their home country schemes when 
expatriates are emigrating from Uganda is 
currently not possible though there are efforts 
amongst East African Community countries to 
effect this. It would also be fair given that 
secondments are usually short term that 
expatriates unlock their entire contribution to the 

Fund at emigration regardless of the number of 
years they have contributed to the NSSF. At the 
moment, expatriates can only claim 5% benefit 
representing their own contribution to the Fund 
unless they have been members to the Fund for 4 or 
more years in which case they would also be 
entitled to the employers 10% contribution.   

Cristal Advocates accepts no responsibility for any loss occasioned to any person acting or refraining 
from acting as a result of material contained in this publication. Further advice should be taken before 
relying on the contents of this publication.

Managing Social Security Compliance for Expatriates in Uganda
The Oil and Gas Sector Issues 
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Dickens leads the  oil and gas practice at the firm. Though his core practice is in 
oil and gas, he also has experience in local and international arbitration, mergers 
and acquisitions, private equity, energy, project development and finance, 
infrastructure, construction and real estate law.  

Prior to joining Cristal Advocates, Dickens worked as the Company Secretary 
of the Uganda Refinery Holding Company Limited (URHC), a company that 
represents government’s interests in the refinery project as well as managing the 
petro based industrial park. 

Dickens also served as the Company Secretary of the Uganda National Oil 
Company (UNOC), a company that represents the government’s commercial 
interests in Uganda’s oil and gas sector from its inception until September 2016.

Dickens was also instrumental in UNOC’s formation and its initial period of 
operation where he also served as its Head of Contracts, Negotiations and 
Advisory until May 2018.  

Prior to joining UNOC, Dickens was Legal Counsel at the Petroleum Directorate 
of the Ministry of Energy and Mineral Development (MEMD) for a period of 5 
years where he was tasked with the evaluation of oil and gas and infrastructure 
transactions, negotiation of Production Sharing Contracts, Memorandas 
of Understanding (MOU’s), host government agreements and joint venture 
agreements. He was also part of the team that put together the upstream and 
midstream petroleum laws and the associated regulations.   

Education
Master of Laws - Petroleum Law and Policy - Merit - University of Dundee, 
UK
Post Graduate Diploma in Legal Practice - Law Development Center, 
Uganda
Bachelor of Laws Degree - Makerere University,  Uganda 
Certified Project Control Specialist Training (EPC) – IFP France

Professional bodies
Association of International Petroleum Negotiators - AIPN
East Africa Law Society
Uganda Law Society

Experience statement
Dickens’ professional experience includes executive level management, strategic 
program management, complex financial structuring experience, training/
employee development, resource and budget forecasting, organizational 
development and employee relations. Particularly in the oil and gas sector, he 
has been instrumental and accomplished the following below.
»  Facilitating at several oil & gas workshops and conferences
»  Participated in developing Uganda National Oil Company’s strategic plan 
 while a company secretary of Uganda National Oil Company and its 
 subsidiaries
»  Participated in the negotiations for the backing-in of the Uganda National 
 Company Ltd into the existing Joint Operating Agreement between  
 Total E&P, CNOOC and Tullow Oil
»  Led the Uganda National Oil Company (UNOC) team that negotiated the 
 Tanzanian Host Government Agreement for the East African Crude Oil 
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