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REPORT OF THE COMMITTEE ON FINANCE, PLANNING AND ECONOMIC

DEVELOPMENT ON THE EXCTSE DUTY (AMENDMENT) BILL, 2020

1.0 lntroduction

The Excise Duty (Amendment) Bill,2020 wos reod for ihe first time on the 3lst

Morch, 2020 ond referred to ihe Commiitee on Finonce, Plonning ond Economic

Development in occordonce with Rule 128 of the Rules of Procedure of

Porlioment.

2.0 Object of the Bill

The object of the bill is to omend the Excise Duty Act 20.l4, to vory excise duty in

respect of excisoble goods.

3.0 Melhodology

The Committee held meetings ond received memorondo from the following

'1. Minister of Finonce, Plonning ond Economic Development

2. The Ugondo Revenue Authority;

3. The Civil Society Budget Advococy Group (CSBAG);

4. The Privote sector Foundotion;

5. The Tox Justice Allionce Ugondo (TJAU);

6. The Ugondo Low Society;

7 . PricewoterhouseCoopers;

8. The Alcohol Associotion of Ugondo; ond

9. Mr. Dunston Sendiwolo

4. Observolions by the Committee

Ihe Commitiee observed thot:

(i) The billseeks to increose the Excise Duty on soft cop cigorettes from UGX

ks ond on hinge lid cigorettes from55,000 to UGX 75,000 per ,l 
000
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(ii)

UGX 80,000 to UGX 
.l20,000 per 1000 sticks. This moy force monufocturers

to lower the price of tobocco from the formers hence reducing their

eornings. This will olso offect the operotions of tobocco foctories os the

economy recovers from the COVID - 19 pondemic. The current rotes on

cigorettes should be mointoined to enoble recovery of the sector.

Leof Tobocco & Commodities Ugondo Limited hos negotively been

offected by the Eost Africon Court of Justice ruling where operoting in

Ugondo hos been penolized by flottening of the excise duty rote for

boih cigorette importers ond locol monufoctures whereos in other Eost

Africon Countries like Burundi ond Tonzonio the rotes continue to be

differentioted. This hos slowly reduced the excise duty poid by locol

monufocturers os they compete with imported cigorettes thot ore

monufoctured from low toriff countries. There is need to differentiote the

excise duty for cigorettes monufoctured from here ond those imported.

Other nontoriff borriers should be considered.

(iii) lt is proposed in the bill to increose Excise Duty on molt beer (60% or shs

2050 per liter whichever is higher); beer whose locol row moteriols

content, excluding woter is of leost 75%by weight of its constituent (30%

or shs 790 per litre, whichever is higher) ond beer produced from borley

grown ond molted in Ugondo (30% or shs 
.|,115 per litre, whichever is

higher). However, increose in excise duty on beer hos olwoys led to

increose in beer prices, which negotively impocts on the volumes of

consumption os well os the tox contribution from the sector. An increose

in excise duty on the vorious beer cotegories does not guorontee

odditionol tox revenue for the government. The current excise duty rotes

should therefore be mointoined.

(iv) The Bill proposes to increose Excise Du ty on beer mode from locol row

hermoteriols. An increose i rse ll generolly resul pflces



(v)

(vi)

of beer for consumers. Ihe reduction in the volume of beer consumed

will result in o reduction of toxes collected by government. The mojor

objective of introducing offordoble locol row moteriol beers wos to

provide o product to the low income consumers thot is hygienic ond

offordoble os on olternotive to illicit ond informol locol olcoholic

beveroges thot do not contribute to tox revenue but ore olso o heolth

hozord to the people. lf government prices formol beer or olcohol out

of reoch, the sector will revert to o worse situotion with people opting to

drink the hormful illicit brews thot con result in deoth. This will hove o

negotive effect on the locolly produced row moteriols like sorghum,

borely, moize ond cossovo with decreosed demond thot will in turn

offect household incomes negotively.

Porlioment reduced Excise duty on soft drinks in FY 2018/19 which wos

the highest in the region. This wos encouroging smuggling of soft drinks

from the neighboring countries which hove lower excise duty rotes.

Government hod committed to reduce excise duty on soft drinks to

moke the sector competitive in the region ond reduce smuggling which

leods to loss of revenue. However, government is proposing to increose

Excise Duty on non-olcoholic beveroges not including fruit or vegetoble

juices from 11% or shs. lB5 to (12% or shs 250 per litre, whichever is

higher)). This will encouroge smuggling from the neighboring countries

ond leod to revenue loss. The current rotes on soft drinks ond juices

should be mointoined to ovoid loss of revenue though smuggling ond

reduced consumption os increose in excise duty would leod to increose

in prices.

The bill seeks to increose Excise Duty on wine mode from locolly

produced row moteriols from Shs. 2000 to Shs lo 20% or shs 2300,

whichever is higher. However, this will discouroge domestic production

oll ond medium enterpris
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(vii)

processing in the fruit ond vegetoble sectors ond specificolly the

processing of wine which is one sure woy of fruit preservotion ond volue

oddition. The new proposed excise duty will reduce the number of those

engoged in processing fruits ond vegetobles hence reducing the returns

to formers ond exposing them to few processors who will poy low prices

becouse of reduced demond ond lock of competition. This sector is still

growing ond needs to be protected os Ugondo is still exporting row fruits

especiolly pineopples. There is need to mointoin the current Excise Duty

rotes to encouroge more investment in this sector, boost production ond

generote more revenue.

The bill seeks to increose Excise Duty on petrol by shs 
.l50 per litre from

shs 
,l200 per litre to shs.1350 per litre ond diesel by shs 

,l50 per litre from

shs BB0 per litre to shs 1030 per litre. lt is olso proposed thot Excise Duty

on Kerosene be increosed by shs.l00 per litre from shs.200 per litre to

shs.300 per litre. An increose in excise duty on petrol ond dieselwill result

in on increose of prices of commodiiies since most of them ore

tronsported from the producers to the morkets os well os services os

service providers will experience on increose in overheod costs. Similorly,

soloried eorners will hove their disposoble income reduce os they hove

fo poy more to buy the some products. This will reduce excise duty from

other products os o result of reduced spending. Kerosene is moinly used

by the poor in Ugondo ond it is on essentiol commodity used by the

lorge mojority of Ugondons os mony homes ore not yet connected to

the notionol grid. Therefore on increose in Excise Duty will render it

expensive ond hord to occess. With mony homes not yet connected to

the notionol grid ond considering the current electricity prices,

increosing the Excise Duty on kerosene will offect the poor negotively.

The current Excise Duty rotes should be mointoined on fuelond kerosene

n
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(viii) Excise Duty on lubriconts is proposed to be increosed from 10%to 15%

of the volue. The increose will hove o direct impoct of the cost of

mointoining vehicles ond other industriol mochines thot require

lubricotion in the production process. This will in turn leod to increosed

tronsport costs ond foctory production prices which will offect

consumption os tronsporters ond monufocturers seek to tronsfer the

increosed cost to the customers. The current rote of 10% should be

mointoined to ovoid distortion in morket prices.

(ix) The bill olso proposes to reduce the rote of Excise duty on the following;

(o)Porogroph (c) seeks to reduce the rote of undenotured spirits mode

from locolly produced row moteriols from Shs. 2000 to Shs 1,500 per

litre.

(b)Porogroph (f) item 5 (b) seeks to reduce the rote of Excise duty on

fruit juice ond vegetoble juice, except juice mode from of leost 30%

of pulp from fruit ond vegetobles grown in Ugondo hos been

reduced from 13% or shs.300 per litre, whichever is higher to l2% or

Shs 250 per litre whichever is higher._Although Government indicotes

thot, this meosure is expected to leod to o loss of UGX 0.lSbn. lt is o

welcome meosure since it will directly support the fruit ond

vegetobles formers in Ugondo.

(x) The bill further exempts the following from Excise Duty;

(o)Under porogroph (h), socks ond bogs for direct use in the

monufocture of sonitory pods ore exempted. This is meont to reduce

the cost of sonitory pods in Ugondo ond is o welcome relief to mony

girls, especiolly in rurol Ugondon schools who miss school ond some

eventuolly drop out ouse they connot offord sonitory thot

c
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would sove them from the emborrossing leoks during their

menstruotion periods.

(b)Under porogroph (m); inputs ond row moteriols for the monufocture

of tyres, footweor, mottress or toothposte for o person who meets the

copitol threshold of investing USD I million in cose of o citizen ond

USD l0 Million for the cose of o foreigner. This is to extend incentives

olreody under the tox lows to the obove cotegory os port of drive to

industriolize the country ond reploce imports

6.0 Recommendolions by lhe Commitlee

The Committee recommends thot

(i) Considering the current situotion coused by COVID-19, where the whole

country is on lockdown with oll mojor production sectors of the economy

closed, the current excise duty rotes should be mointoined so os to

stimulote the economy ond enoble it to recover;

(ii) Given the certointy of o ripple effect of on increose in fuel costs on other

sectors of the economy, the proposed increose of Excise Duty under

porogrophs Cigorettes, Beer, spirits, wine, non olcoholic beveroges,

Fuel, Lubriconts, Motorcycles registrotion should be dropped;

(iii) Exemptions under Porogroph (f) on fruit juice ond vegetoble juice,

mode from of leost 30% of pulp from fruit ond vegetobles grown in

Ugondo should be upheld ond possed into low

(iv) Exemptions under Porogroph ( on sonit bogs should be upheld ond

6
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(v) Exemptions on inputs ond row moteriols for the monufocture of tyres,

footweor, mottress or ioothposte for o person who meets the copitol

threshold of investing USD 300,000 in Urbon oreos or USD 
,l50,000 

in Rurol

oreos in cose of o citizen ond USD l0 Million for the cose of o foreigner

should be upheld ond possed into low

(vi) The Excise Duty (Amendment) Bll, 2020 should be possed into low

subject to the proposed omendments.
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CLAUSE 2.

2.

3.

I

PROPOSED AMENDMENTS.

Delete lhe following;

. porqgroph (o) on cigorettes,

o porogroph (b) on beer,

o pologroph (c) on reody lo drink spirils;

. porqgroph (d) on wines mode from locolly produced row moleriols;

. under porogroph (f), delete item 5 (o) on Non Alcoholic beveroges

not including fruit or vegelobles iuices;
. porogroph (g) on Fuel;

r pologroph (i) on lubriconts;

. porogroph (i) on regislrolion of Motorcycles; ond

. porogroph (k) on other fermenled beveroges,

Justificolion

These ore increoses in the current rote of excise duty which rotes ore not

conducive omidst the current economic times.

Delele porogroph (l);

Justificotion. To correct o drofting error, porogroph (iv) of item 21 (b) wos

substituted in FY 201912020. This is covered under porogroph (m).

lnserl o new porogroph os follows

"by substituting for item 2l (o), the following;

"(o) o minimum investment copitol of ten million United Stofes

Dollors in the cose of o foreigner or three hundred thousond United

Stotes Dollors in cose of o citizen; or one hundred thousond United

otes Dollors, for o citizen whose investment is ploced in o rurol oreo"

8



Juslificolion.

To ensure thot this benefits o lorger proportion of the locol

economy. This con olso be instrumentol in enhoncing ond

strengthening forword ond bockground linkoges between the

free zones ond or industriol porks ond Ugondo's formers, who

comprise B0% of the locol economy.

Encouroge development ond investment in the rurol oreos os

opposed to concentrotion of investments in the towns

a

4. Subslilute for porogroph (m) the following;

"(m) in item 21 (b),

"commerciol forming"

foofhposfe.

immediotely ofter the words

"tyres, f ootweor, moffress or

by inserting

the words,

5.

Justificqlion.

This is to extend incentives olreody under the low to the obove cotegory

os port of the drive to industriolize the country ond reploce imports.

To correct the wrong reference lo 21(b) (xi)(which wos substituted in

2019

Delete porqgroph (n)

Justificolion.

Mointoin the percentoge os seventy percent for consistency with

proposols under lncome tox, Volue Added Tox ond stomp Duty Act.

6 lnserl o new porogroph os follows;

"by substituting for item 2l (d), the following;
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"(d) employs of leost seventy percent of its employees being

citizens eorning on oggregote woge of of leost seventy

percent of the totol woge bill";

Juslificotion.

(l ) The number of ,l00 
citizens should be expressed os o percentoge

of the entire work force os is the cose with exemptions under the

Volue Added Tox Act.

{2) The exemption should only opply to those investors reody to

reserve seventy percent of the totol woge bill for citizens. This will

ensure thot more citizens ore employed in skilled positions.

(3) For consistency ocross oll tox lows. This is the some provision

proposed for under the lncome Tox; Volue Added Tox ond Stomp

Duty Act.

.J&

--

t,10

til,



REPORT OF THE COMMITTEE ON FINANCE, PLANNING AND ECONOMIC

DEVELOPMENT ON THE EXCISE DUTY (AMENDMENTI BILL, 2O2O

No NAME CONSTITUENCY SIGNATURE

I Hon. Musasizi Henry, CP Rubanda East

2 Hon. Avur Jane Pacuto DWR Pakwach

3 Hon. Lugoloobi Amos Ntenjeru North

4 Hon. Asiku Elly Elias Koboko North

5 Hon. Bategeka Lawrence N Hoima Municipality

6 Hon. Abala David Ngora County

7 Hon. Katoto Hatwib Katerera County
@
{€

8 Hon. Opolot Isiagi Patrick Kachumbala County t

I
'ruT

9 Hon. T\rmuramye Genensio Kashongi County I

10 Hon. Stella Kliza Kyegegwa District

11 Hon. Ilukor Charles Kumi county

t2 Hon. Lokii John Baptist Matheniko County

13 Hon. Walyomu Muwanika Moses Kagoma

L4 Hon. Mulindwa Isaac Ssozi Lugazi Muni\tty
15 Hon. Odur Jack Lutanywa Kibanda South t I

t6 Hon. Achia Remigio Pian County

t7 Hon. Mukula Francis Agule Pallisa

i.



18 Hon. Kakooza James KabulqCounty aSx.--.
19 Hon. Ayepa Michael Labwor County

20 Hon. Nathan Nandala-Mafabi Budadiri West <--'-

2l Hon. Akol Anthony Kilak North --__-/

22 Hon. Mukoda Julie Zabwe DWR Mayuge

,r'
23 Hon. Luttamaguzi Semakula Nakaseke South

24 Hon. Akello Judith Franca Agago District &,/
25 Hon. Ochan Patrick Apac Municipality


