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REPORT OF THE COMMTTTEE ON FINANCE, pLAItNINc AND DCONOMIC
DEVELOPMENT ON THE FOREIGN EXCHAflcE (AMENDMENTI B[LL, 20/23

1.O Introduction
The Foreign Exchange (Amendment) Bill, 2023 was presented for First Reading on
20th June, 2O23 in accordance wlth Rule 128 of Parliament's Rules of Procedure.
Subsequently, the Bill was referred to the Committee on Frnance, Planning and
Economic Development for examination in accordance wtth Rule 129.

Rt. Hon. Speakcr and Colleagues, the Committec considered the Bill through
consultations with drfferent stakeholders, hence this report.

2,O Object of the Btll
The object of this Brll is to arnend the Forergn Exchange Act, 2OO4 to provide for the
enhancement of the mrnimum capltal requlrements to carry on forergn exchange
business: the use of technologr in operations, the charging of admrnistrative
penalties, the strengthening of the vetting requirements and the harmonisation of
the regulatory regrme pertaining to foreign exchange bureaus and money remittance
companies withrn the East African Communrty region.

3.O Mcthodology
The Commrttee held meetings and recerved memoranda from the following; -

i) Mrnister of Finance, Plannrng and Economrc Development (MFPED)
rrl Uganda Revenue Authonty (URA)
it4 Bank of Uganda
iv) Micro-Frnance Support Centre

4.O Obsenratlons and Recomme ndatlons of the Committec
The Commrttee made the followrng observatrons and recommendatrons. ,tr

4.1 Arnendment ofthe Foreign Exchange Act, 2OO4
The commlttee observed that the Bill seeks to amend the Foreign Exchange Act,
2004 to provide for the enhancement of the mrnimum caprtal requlrements to carry
on foreign exchange business; the use of technolory in operatrons, the chargrng of
admrnrstrative penalties. the strengthening of the vetting requirements and the
harmonisatron of the regulatory regime pertaining to forergn exchange bureaus and
moneJ, remlttance companies within the East Afrrcan Community region.

The commrttee further observed that the Foreign Exchange Act. 2004 was enacred
to eliminate barriers to the development of th
rnnovatlon, financral inclusron and deepenrn

cy market sector; to suppo
foreign exchange market iii '
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Uganda and to prouide for the licensrng. regulatron and supervrsron of forergn
exchange busrness in Uganda. The advent of technotogica-l innovation developments
in the East African Community, the need for Regronal legal harmonrsation and
increasing ckent sophistrcation has now resulted rn a shift in the currency market
customers' cxpectatlons, paJticulally rn terms of new innovative operatronal
frameworks which are less costly and convenient. "Know-your-customer',
requlrements, compliance to anti-money laundering and combating finalcrng of
terrorism, and increasrng the mmtmum capital requirements among others, has
necessrtated the review of the Act.

Further, the Brll seeks to address the issues of inadequate, risky, inefficient, unfarr,
inappropriate and restnctrve buyrng, selling. sending and receiving of foreign
currencres within or outside the country for purposes of trade, payments, savlng,
investment and consumption. the high cost of dorng busrness. eschange rate
volatrlity, high cost of operations of forex dea-lers and money remrtters due to factors
such as failure to deal wrth illegal forex dealers. lack of fledbility to revise caprtal
requlrements by the regulator, inadequate and information aslrmmetries regardrng
the operations of forergn exchange markets; low uptake of the foreign exchange
market and low hnancial literacy. The rnadequate provisron of financia.l servrces and
safety of customers <.rf financial products has led to adverse effects rncludrng low
profitabrlity, low productrvity of the population, a low tax base and a hrgh rate of
transformatron to other businesses, calling for the amendment of the Act.

4.2 Remedles propoeed in the Foreign Drchange Amendmcnt B;ill,2O2A

The Foreign Exchange (Amendment) Bill, 2023 seeks to cure the defects in the
prrncipal act through the following ways;

a) Redefine foreign exchange busrness to include both physical and virtual
buying and selling of foreign currency:

b) To revise the mrnrmum pald up share caprral required to carry out foreign
exchange busrness from one thousand to two thousand five hundred currencv
pornts;

c) to rncrease the the mrnimum paid up share capital required to carry out
forergn exchange business from one thousand to five thousand cur:

or l"' J.'""r".,J.;. :.,-,- ;: ; ;. ;;;"-; ."* ;::"ffi
of dealng in money transfers shall be ten thousand currency polnts;

e) to empower the Governor to revise the mrnrmum capital requrrements,
forergn exchange and mon remrttance businesses by a statutorl. instrument

ter, from time to trme; OT

V-t>*
t]

tn cons tation with the
,-1 )



f) to provide for crvrl penalties for non-compliance with the Act;
g) to empower the minister to revrse the fees prescribed rn section 5 (2f by

statutory instrument;
h) to require forex bureaus and money remltters to furnish the Bank of Uganda

with all rnformation ard data of rts operations in Uganda, lnctuding periodic
returns and ma-ke provision for crvil penaltres;

if to provrde for the use of technologr rn the operation and ler4ring of
administrative penaltres;

;) to provide for the strengthening of the vetting requirements; and
kf to harmonise the regulatory regime pertaintng to foreign excharrge bureaus

and money remittance companies withrn the East Afncan Community.

4.3 Impact of the foreign erchenge lector on the economy
The commrttee observed that since 2004, the sector lmpacted on the economy rn terms
of facrlitatrng businesses. Table 1 below rllustrates the above lmpact.

Table I Treded Volumes - FY 2OO3/O4 to fr 2O2t 2022

Sou rce: Monthlg statutory data satbmitted bg llcensees to BOU

In August 2004 there were 75 licensees, by August 2022 the number stood at 232
hcensees.

2022. Over t]le same , purchases of forex gew by US$ 1.58 billion

The data rndicates that the sector satisfies a significant proportion of the need for
currency. Hence a posltrve mpact on the economy in terms of facrlrtating busrnesses,
and promoting the ease of doing business, bv fulfilhng market participants' (some of
whom may find it convenrent to deal with forex bureaus than banks) need for currency
for vaflous purposes (e.g., imports, exports. and payrnents among others).

Additionally, dunng the FY 20'21/'2022, total sales of forergn currency were 1O 5gozo of
Uganda's GDP (FY 2O2l/22 - US$ -1S.SS9 birlron).

4.4 Factors neccssitating the lncrease in the minimum paid up capital
from Shs.2om to Sha. lOOm. 

W
al Market dcvelopment - The committee observed that the Total SalEs of forergn

currency by forex bureaus grew by 1O.2OVI or US$ 1.61 billion from US$ 3.21
billion in the FY 2O2O /21 to USg 4.82 billion in rhe Fy 2O2t 12022 as of June 3O,

FT
2,OO3l2Oo4
uilbn U80

Chrngc
if,lluon

u80

Changc
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Uonthly
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Purchases 856.67

w 2u2112fi22
Mlllloa U80

3,471.15 2,6t4.48 305.19

Sales 850.O3 4,822 19 3,97 2.16 +67 30
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Table 2; Grocrth in Sales end hrchascs of foreign currency
FY 2O2O|2O21 r.r 2O2L|2O22

US$ Billioas USO Bitlions

Salee of
foreign 3.21 4 A2
currcncy
hrrchaces of 4 87
forcign 3.29
currency

Sourcc.' Monthlg sta&Ltory data submltted bg liceasees to BOlt

Change
usg

Bllllone

1.61

1.Sa

o/o

Cheng
C

so.20
o/o

48.O2
o/o

Thrs rs reflectrve of srgruficant growth in tradlng volume hence the need for enhancement
of the frnancral alchor (caprtalJ of both licensees aid potentral licensees. Caprta] rs
nccessary to satisfy growlng tradrng volume.

b) Capital poiition of licensees - The Committee observed that as of June 3O,
2022. 153 hcensees or 65.67o/o of the hcensees hetd caprtal ald reserves above
Shs.l00 milhon. Thrs level of capital has been built up through retarned earnings.
Additionally, 4O.7?o/o of the licensees held paid-up caprtal of more than Shs.10O
million. The data shows that forergn exchange busrness requires more caprtal
than the current statutory requirement alrd that the current statutory capital
requirement ts not commensurate wlth the practical reahty of foreign exchange
busrness.

c) suetainable busineec - The committee observed that the sustarnabilitv of a
business ls largely driven by how much caprtal, more so paid-up caprtal, or
shareholder funds. it holds to absorb losses The losses may anse from exchange
rate volatrlity ard operating costs among other costs paid-Up capital unlikc other
forms of caprta.l rs sublect to strlct rules and must be avarlable free of
encumbrance to absorb losses, hence boostrng the likelihood of sustainable
business.

d| The commrttee further observed that whereas a tugher capital requrrement comes
at a cost the data shows that most hcensees have the capacity to meet the
proposed revrsed amounts. Regardrng the impact on potenbal new entrants, the
vrew is that serlous market partrcipants are unlikely to be deterred by the revised
requrrement srnce they srmply demonstrate possessron of the required capital and
do not have to deposlt physrcal cash wrth the regulator.

The commrttee concluded that it is therefore appropriate that the statutory mlnrmum
caprm] be adjusted to reflect market reality, boost sustainable business, and promote
sustainable hcensees rn the forergn exchange sector.

t

Recommendation
The Committ€e recommen
2O23 be pasced into law.

t the Forelgn Exchange (Arnendmentf Btl
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Concluslon

Rt. Hon. Speaker and Hon. Members, the Committee prays that the Foreign
Exchange (Amendment) Bill, 2023 be passed rnto law as herein presented.
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MEMBERS OF THE COMMITTEE OI{ FINANCE, PLANNIT{G AND ECONOMIC
DEVELOPMENT; THE FOREIGI{ EXCHAI{GE (AMENDEMENTI BILL, 2023.
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