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t.o tlftRoDuctror

The Committee on Tourism, Trade end tndustry hereby Presents its rePort on

the p€tidon raised by Kampala City Traders Association regarding unfair

taxation and high cost ofcrcdit among other issucs that th€ business community

in Uganda is facing in the post Covid-Ig era. Pursuant to its mandate, the

Committee undcrtook en investiBation into the issues raised and has a8reed to

report the following:

2.O BACKGROUIID

The outbreak of Corona Virus Disease in 2Ol9 (COVID-Ig) has had an

unprecedent€d social-economic impact on the global economy. As a result of the

pandemic and subsequent contairunent m€asures, businesses activiti€s havc

slowed down, Icading to loss of livelihoods for several people. According to world

Bank, COVID-19 and its containment measurcs pushed 40 to 60 million p€ople

into extreme povefty due to lossca of livelihoods that rcsulted from disruptions

in business operations. The lnrernational tabour Organisation (lLO) and UNIDO

report cstimated an incr€ase in unemploymen

in labour income of up to US$3.4 trillionr.

t of 25million in 2O2O with lo

to the shrinkint of most economics, the volume of trade shrunk and most

tories found unit costs of production untenable due to limited sales espccially

consurners are undertaking austerity measures to kcep alloat. Despite

cre laxation of COVID- 19 containment measures especially lifting of the

, the cmergcnce of MSMES from lockdown was much more challenging.

o e hand, the majority of tle businesses arc experiencing liquidity

cha s. On the other hard, access to credit is limitcd as financial institutions

rcmain p€ssimistic about thc businesses' fu ment recovery remarns

I 3hnFrnibc fi thl.lho psnd.mic-!.vc-lh...conomy-Lrtons.
l9lE.flu.html
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very sluggish as business sales have not fully recover€d. A recent study by the

Economic Policy Research center reveeled that recovery of emPloyment is much

slower in MSMES in the services scctor than in agricultur€ and manufacturing,

alludinB to the severity of the pandcmic's impact on the sector.

Although government has tried to put up incentives to encourage the traders to

continue in business these inccntives have had little irnPact, for instance the

money allocated to Uganda Development Bank to off€r low interest financing to

businesscs and private sector firms to support them in their businesscs, meny

traders have not been able to access this money because of the many r€asons,

including; th€ long procedures involved in accessing the funds and the

businesses prefcr to dcal with local linancial institutions compared to the

Uganda Dcvclopment Bank.

3.o RArtorALE FloR firE cofrurrDE nrvEsrtcArtor q*,
The Scctoral Committ€e on Tourism, Trade and lndustry derives its mandatc

from Article 90 of the Constitution of the Republic of Uganda2, and accordingly,

Rules 1563, 159., 1873 and 1896 of the Rules of Procedure of Parliament. These

provisions enjoin thc Committcc with the authority and power to, among othe

l,,Artl,clc 9oltl providea that Parliancnt rhall appoint comdittcea occcssary foa ahc emcient
dischergc of its tunctioos. ln 9ol3l, Parliamcnt shall, by its rule. of procedu-rc, prcscribe thc

s, clmpoaition and functions of iis corEEritlees

: Ruh. fl6lfl A l2l rcitlrarc thc abovc conltilutional pro,r/i.ioo8
A6 all othcr committees, its gencEl funcliona, accordinB lo rulc 159 includr: e33casing end

evaluatint activitirs of Govcrnmcnt and othcr bodic! {in pat.. lcll; carrying out rclevanr rcB€arch
in thc coEmittccb rcspectiw field lin p..r. ldl); end r.portint ro Parliamcnt on it. functions lin
p...,l.l).\

\s Rul,. tt?(ll provide! for thc exiotcnce of Sectorel Committc.! of thc Hous., .nd in .ub-rulc
Bl(bl, rhcrc ahall b. a S€ctoral Commincc on thc Tourism, Tradc and Indusr.ry scctor.
6 Spacificaly, 6a 6 Scctoral conrmitice, nda 189 che8cs it with functions that includc: to
cEminc and comrtrcnl on policy m6tlcrr affcctint the Ministry of Tradc, lnduatry and
Coopcrativcs and rhc Mini.rry of Tourism, Wildtife and Antiquitics lin Fn, l.l); lo initi6t. ol
GvduatG rctlo! proSrrEDc3 ofthc ..ld nlnLtrlc3.Bd tbolr 3€ctora aEd to
Erta aPproPrhtc rccomocndations on them (in p.tr. (bl); to monitor thc F.rformancc of
Ministrica, D.panmcnrs and Atenci.r (MDA.I (in pr'.. (.ll; to monitor Govcmm€nt @mpliance
rvith epprovcd plans and prograEmes (in para. (0r; and lo rbonitor thc prcgrcas on
illplcoentetion of Ore Su8tEinEbl. Dcwlop]ncnt Goals sl Eradc by th€ tourism, tradc
industry scctor {io prr.
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research, investigate and carry out oversight functions with rcspect to the

Ministries, Departmcnts and Agencies (MDAs) under its purview.

On the 27th of &ptember 2022, Kamgala City Traders Association (lqClTA)

pe doncd the Parliament of Uganda to makc interv€ntions in rclation to th?

challenges faced by thc business community in Uganda particularly the unfair

taxadon and high costs of credit among other issues. The Rt. Hon. Speaker of

Parliament at the 34|n sitting of the I.t mecting of the 2nd session of ll'n
Parliarnent, directed that th€ Committce of Tourism, Ttade and industry

considers the matter and repons back to Parliament.

4.O TERIIA OF REFEREIICE

ln exccuting its mandate, lhe committc€ was guided by the followint Terms of

Reference:

To intervene in the matter and carry out an exhaustive invcstigation into
thc issues raised in the pctition of lkmpala City Traders' Association
conceming unfair taxation and the hiBh cost of credit.
To cxplore and give recommendations to the issues raised in the pedtion
and report back to Parliament.

5.O lIE HODOI.OGY

The committee employed ing methods;

6.1 ucctlog rlth .t &.bold€

The committce held meetings and r€c€ived a number of v€rbal testimoni€s from

key witnesses, several of whom presented written memoranda. Witncsses

includcd leaders and oflicials from the following institudons:

. The petitioners; Kampala City Treders Association;

. Uganda Revenue Authority;

. Uganda Animal Feeds Manuracturers Association;

. Poultry Association of Uganda;

. Murwana J. Peters Storcs Limited, Animal Fceds.
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S.2 DGlL Ro..arch
The Committee carried out research including sending samPles to Government
laboratorics for tcsting in order to back up some of the Committee s lindings with
facts.

Thc Committce also revi€wed the tax laws of Uganda in order to establish the tax
regime pertaining the issues raised in the petition.

6.0 FtNDtNGti, OBIIERVATIOI|S AtfD REICOMI E|IDATIOI{A OF THE

couutrfEE

The Committcc cxamincd the petition submitted, conductcd stakcholder

consultadons, received memoranda and scrutinizcd documentary evidence

available during the investigation. The committee therefore presents the

following lindings, obsewations and recommendations:

6.1 Epcclnc coDcarar rrarcd by KaEprL Clty Tndcr'r Ar.ocLuoD

The following concems were raised by I(ACITA in its petition to Parliament;

l) High cost of Capital and cumbersome loan appraisal process;

2) Poor mode of Implemen

lnvoicin8 System (EFRIS)

tation of the Electronic al Receipting and

l.l Hlgh colt ofCapltel and cumbcrsoEc lorn apprebd proccs.

Committee was informed b!, the petitioners, that the procedures to access

nds from UDB are hectic ard challenging to most locd business p€ople

ye borrowing from commercial banks is very costly. lt should be noted that thc

Govemment of Uganda in addition to the existing capital, allocatcd UGX. 455. l8
Billion COVID 19 stimulus package in FY 2019/20 to Uganda Development Bank

(UDB) in en effort to provide the much needed business cover to keep businesses

alloat during and alter the COVID-|9 pandemic and thereby stimulate thc

economy. Under the program a minimum loan thrcshold is UGX IOO million, at

an interest rate of l2Yo annum for a repayment period of up to l5 ycars plus

L'L{-g
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a 3-year grace period. AdditionaUy, potential borrowers must be r€Sistered legal

entities or groups. The committee was further informed that to-date, most SMEs

who wcre the main target of the program havc failed to access the money.

Thc cooDlttce ctt blLhcd thrt Uganda Dcvelopment Bank is mandated to

provide finance in form of short, mediurn and long term secured loans; cquity

financing and project preparation; business advisory services to Micro Small and

medium Enterprises (MSMEs), and large-scale dev€lopment projects in the key

priority sectors of agriculrurc, agroindustry, and manufacturing.

KACITA is mainly comprised of MSMEs end the Committee observed thc

following;

al UDB l€ndlng btcrcrt ntG!: The Committee also established that UDB

disburses its loens at interest rates between lO-12 per cent per annum and the

appficant has to pay appraisal fice ot O.75o/o to lol. which is still high for a

recovering businesses which makes UDB more of a commercial Bank than a

development bank.

bl lrDB cut[bcr.otnc cr.dlt.ppr.Iral proccar: it was establish€d that UDB's

credit approval proccss and high minimum lending thresholds of UGX IOO

million are biased towards largc corporate borrowers who hav€ better business

plans, bctter credit ratings and highcr profitability. This discouraBes many of the

MSME s who are Iargely informal and focused on low productivity activities

I UDB tcgrl rrdltntlon roqufuGDclb tD.tG GLdit lD.cccarlblG to Dost

fBUE3r Accordin8 to thc Ministry ofTrade, industry and Cooperatives, a greater

rccnta8e of MSMES are unregistercd and opcrate informally and yet thcse

businesses are the backbone of economic growth in Ugande. However, to access

financia.l scwices from UDB, MSMES must have undergone the legal process of

forming a corporate entity with the Uganda Registration Services Bureau (URSB)

or to have reBistercd as a Cooperativc or farmer group. This alienates the MSM EB

from accessing the hnance fro

8
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el UDB sGthnc. oa l,rEd tltlc! r. colht rd cxcludes MSMES who are most

hnancially constrained: The Committee observes tiat financial institutions

gencrally do not sanction credit to most MSMES due to lack of significant

collateral; and the situation is not any dif[erent with UDB. lt was established

that collateral is discounted to the forccd sale value which disadvantages MSMES

in acccssing the loans above thc threshold of UGXsOM from UDB.

The Committee funhcr obscrves that information about the performance of

COVID 19 financial interventions is very scanty and the fund is sandwiched with

the existing bank capital which is ollered at same credit tcrms and conditions.

This may point to lack of transparency and poor accountability of these special

purpos€ funds.

The comrnittee reiterates its €arlier recommendation that; thc Auditor Genera.l

should audit thc manage ment of economic stimulus relicf funds to ascertain the

bottlenecks in the disbursement of funds, end provid€ recommendations.

UDB should redesign the credit terms and condition to target the right

beneficiaries. Govemment should introduce interest capping for UDB special

programs and remove all application fees for MSMES.

6. 1 .2 Poor Eod6 of lDplcrDcnt tlon of th. Elcctronlc Fllcd Rscclpt
rad heolclDg 8y.tcD (EFRISI

The Elcctronic Fiscal Reccipting and lnvoicing System (EFRlSl is a system that

was introduced by URA in May 2O2O to improve business efliciencies and rcduce

the cost of compliance through improved rccord kecping among taxpayers and

mitigete tax administration shonfal.ls while promoting compliance cllicicncy.

This system was supposed to be installed in Trader's prcmises under the

instruction of a consultant so that all transactions can be rerlected on the URA

systems. URA informed the Committee that they undertook several engagements

th individual businesses and associations preparation for the

implementation
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According to URA, "big supermarkets' werc invited to Participate in the voluntary

pilot phase to ad€quately prepar€ them for the implementation because they

already had existing busincss transaction systems that could €asily be integrated

into EFRIS. Furthcrmorc, URA informed the Committee that virtual

s€nsitizations were undertakcn amidst COVID 19 Pendemic. VAT registcred

customers werc also encouraged to use self-learning videos that were available

to b€ downloaded and viewcd from the comfort of their homes or offices.

URA further informed the Committee that thcre was a general outcry from the

busin€ss community to havc an ext€nsion for the EFRIS implementation. This

rcquest was acknowledged and granted to all vAT registered tax payers for thre€

(3) months from l July 2020 to 30u S€ptember 2O2O. A funher extension

request was also made by Uganda Manufacturers Association for an additional

three (3) months, which was also granted to all tax paycrs. URA informed the

Committee that during the extension period, they continued with the

sensitization and training of tax payers on EFRIS.

On l.r Jaruary 2021 , URA rolled out EFRIS implementation and gave tax payers

another Srace period of lO months from ln January 2021 to 30u Septcmber

2021 before enforcement. Accordin8 to URA, training and hand holding sessions
q,ere held with the tax payers at their prcmises to support the implementation

whcn lockdown was eased. On 20u Scptember 2021, URA issued a public notice

requesting the tax payers to comply. However, this compliance ac6on did not

start immediately according to URA and to date they are working with I(ACITA

to ensure compliancc through having weekly

initiativcs includin8 EFRIS.

shows discussin8 URA

Furthermore, URA informed the Committee that they have crcated dedicatcd

nits for both EFRIS and Domestic Taxes; to on board, train, sensitizc and hand

tar( payers on the use of these new solutions. URA brought to the attcntion

the committee that thcre arc several compliance measures put in place such

ai; pcnaltics, denia.l of tax benents, increased physical monitoring by URA staff,

++1
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interccptions/ scizurc of goods, disuess Proceedings, Prosecution, customs liens

and temporary closure.

URA funher highlighted that EFRIS has the following bencfits to the tax paycrs;

I

U

lmprovcd rccord keeping especially among the small and micro tax payers

Ability to track and authenticate business transactions in real rime for

emcient business management

Fast tracking payment of refund claims using e-rcceipts or e-invoices given

that the information shall bc availablc in the system.

Elimination of the risk of physical loss of tax invoices as copies of

transactional data ar€ digitelly stored in the syst€m.

Ir

lv

KACITA informcd the Committcc that thc EFRIS syst€m came at a time when

busincss was at a standstill and therefore traders did not have enough time to

comprehcnd what EFRIS was all about. IGCITA further informcd the committee

that two weeks b€fore this pctition was presented to the Rt. Hon. Speaker of

Parliament, URA invaded shops in Nakasero and Nasser Road to check for EFRIS

compliance by raders.

I(ACITA furth€r statcd that installing and op€rationalizing this systcm has a

cost burdcn of not less UGX 20 mitlion on the trad€rs. The Committ€€ was

further informed by KACITA that the penalty for ary uader not able to
opcrationalize EFRIS was in hundreds of millions and if one is not able to pay

this, they were compelled to pay a bribe for fear of persecution by URA ofncials

KACITA agrees that EFRIS is a very useful tool that traders need to embr

owever, they note that this is a very scientilic tool that tradcrs necd to be

sitized ebout b€fore enforcement and a complete rollout is undertaken. This

ld enable traders to apprcciatc, embrace and utilize it in their day-to.day

business transactions
(
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Furthcrmore, KACITA informed the Committce that whereas URA responded that

they had embarked on a mass sensitization campaign to educate krx payers on

thc feaures of this new system, the trainings were accessible to a selected few

members of the public and henceforth EFRIS remained a mystery to many

traders.

Tbc CoonlttcG al3o crrrlGd ort rcsrrtch rEd ob!.rrcd thrt this system

requires that taxpaycrs idenufy the products or s€rvices they deal in from the

UM's pre-set databas€, which pos€s some challenges. lt should b€ noted that

businesses in Uganda today are very innovadvc and packaBe their services or

products to customers in unique ways that may not have been provided for in

thc URA'S database. lt is thcrcfore herd to assume that the URA'S database of

products and services categorics is exhaustivc.

The committee also observ€s that some business€s in Uganda are owned and

run by uneducated businessmen and women. This would therefore increase the

cost of business since it requircs the hire of an extra educated person just to run

the system.

The committee observes that this system will help URA efncien lect taxes

when fully implemented

6,2 Conccsos raLGd by USrDdr Poultry Ar.ochtlon of Ugrnda

6,2.1 lll3ct $lncrtlon of ArlEd F.cd Conccntrat 3 Pt ttrlrc!

The petitioners informed the Committee that Uganda Revenue Authority (URA)

is undertaking an exercise of reclassification of concentrates used in animal and

try feeds to attract import duty of l0olo and Value Added Tax of l8olo

ing to the pctitioners, this is an illegal and irregular imposition of tax

which has grave inplications for tradc across the Ugandan boardcrs and wirhin

East African Community. The p€dtioners aver that URA is demanding that

sign promissory notes to the effcct that they shall pay thc Authority value

Added Tax (18%l and i rt duty ( lop/o) on concentrates used in animal
t2
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poultry fceds that wer€ imported since 2017. According to the Petitioners,

clearance from customs is conditional to the underteking of the Promissory note

to this cffect.

URA informed the Committee that durin8 their roudne desk audit, it was

established that importers of concentrates have bcen misclassirying

concentrates as premixes under subheading 23O9.9O.10 which attracts import

duty of Oolo as opposed to 23O9.9O.9O for'other3" which atracts l0olo imPort

duty.

URA further informcd the Committee that they established that the importers

have also becn making declarations of imported conccntrates under Customs

Proc€dure Code 478 which is for animal feeds and premixes and exempt from

Value Addcd Tax (VAT) under the second schedule of the Value Added Tax Act

specifically itcm I (qal. According to URA, th€ trad€B have becn avoiding paying

the l8o/o VAT on the Lnported concentratcs and the import duty of l0% by

misclassifying them as premixes. This, according to URA, has led to loss of

revenue to Government and thc Authority now see

from tle traders sincc 2017.

recover t}le said taxe

According to URA, a concenrate is not a premix and ther€for€ does not

constitute supplies that are exempt under the second schedule to the VATA.

URA avers that whereas "premix" is composed of minerals and a basc, a

concentrate is composed of premix and protein feed. lt is Benerally added in the

feed between lO% and 3Oo/o and then mixed with com, bran and others to make

a complete animal feed. Availablc protein fced resources ar€ either of animal

(lish meal, meat and bonc mcal) or plant origrn( soybcan meal, sunllower meal,

cotton seed cakc and grotrnd nut cake| there are also under-utiliscd or neglcctcd

sources such as pigcon p€as, cowpeas and chickp€as. A complete

ula granulate feed is therefore composed of premix, protein feed and energl

It is processcd through crushing, mixing and granulating processes and

fully mcet the needs of livestock and poultry. The feed gr

l3
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b€ direcdy fed to animals. The Committee was informed by (URA) that thc

decision to r€-classify concentrates was based on thc system risk analysis checks

of the Trade Division of Customs, who conduct periodic system analysis and

raise alerts and demand notices when issues are idcntified.

Hosovcr, thc petitioncrs and importcrs of concentrates disagree with URA on

the alleged misclassihcation of concentrates. They contcnd that animal

concentrates and feed ingr€dients though regarded as such, havc the same

characteristics as the products raded as premixes. According to them, the

difference only lies in the levels of substance inclusion and concentration or

pcrcentages which in essence, do€s not negat€ the consideration of them as

pr€mixes. The traders cont€nd further that tarilf 2309.90.10 which is the

subheading for premixes used in the manufacture of animal and poultry fecds,

appli€s to all substanc€s of various trading names us€d in the manufacture of

animal and poultry feeds, as long as they are a compound composition of several

substances. The imponers contend that concentratcs are premixes for use in the

manufacturc of animal and poultry feeds and should bc classified as premixes

exempt under thc second schedule of th€ VAT (Amendment) Act, 2Ol7 and

therefore attract neither VAT nor import duty

The petitioners and importers further aver that, the reclassification isavery
unfair trade practice which seeks to impose tax on small scele importcrs and

traders and the final consumer or farmer and leaving out the large scale farmers

and importers through the exempdon regime under the

Customs Management Act, 2004.

ican Community

while appearing before thc committce, the ministry of Finance, PlanninB and

Economic Developmenr which is the line Ministry that sponsorcd the VATA

(Amendment Bitl 20171 informed the committee that concentrates are premixes

for purposes of cxemptions under VATA. The ministry further informed the

committee that it was envisaged that all preparations, ingredients, inputs

her compositions for mal feeds were €xempt under VATA
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ATTORXET GETERAL'A OPIMON

The Attomey Gencral submitted a Iegal opinion on the issue of taxcs to the

Committee. Whereas the Committec apprcciates his legal guidance, the

Committec observes that the Attomey raised and resolved the issuc of whether

animal fccds, concentrates and others that fall in that category are cxempt

supply under the VATA?

ln resolving the issue, the Atbrney concluded that a concentrate is an ingredient

or component of an animal fced and as such it cannot be delined to be an animal

feed since it is cven unsale if fed free choice or alone to an animal and is not an

exempt supply or import undcr VATA.

Firstly, the Committce is aware that animal feeds arc exempt supplies under

section thc VATA and as such, not under contention.

Sccondly, it is thc Commirtee's considered opinion that the matt€r under

contention is whether concentrates are not premixes envisaged under the

exemption of section 19 the VAT (Amcndmcnt) Act 2017. ln orher words, the

Committee required legal guidance on whether the re-classification of
concentrates as imports attracting import duty and VAT as proposed by URA is

legal and justified in view of the VATA, (EACCMA), the CET and the Treaty

establishing the EAST AJrican Community as a whole

Whercas the Committee agrees with the Attorney gcneral in as far as his

conclusion that concentrates are ingredients or components of an animal feed,

rhe Committee is of thc view rhat conc€ntrates are indeed premixes or

preparations used in animal fecds and are therefore exempt both under VATA

nd the EACCMA as discussed further here under
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VALI'E ADDED TA'( RTCIIIIIE IN UGAITDAI KET{YA ATID TAIIZANIIL

fhe CoDElttGr ob!.trcr that the VATA of Uganda provides for tax ratcs of

l8o/o, Oolo or exempt. Section l9(l)oftheValue Added Tax Act, Cap. 349 provides

that the supply of goods or services is an exempt supply if it is specilied in the

second schedule of thc VATA. The second Schcdule of the VATA, was amended

by the Value Added Tax (Amendment) Act, 2Ol7 to exempt VAT on crop extension

services, animal feeds and premixcs as follows;

19. Ercrpt 3upply

( l)A supply of goods or services is an cxempt supply if it is spccitied in the

Second Schedule.

'Sclledule 2, Excrtpt tuppllcs.

Tr?€ lo!,o{ll,lng cuppllcs anc spcclfied at cxanurt .upp,t t lot
ttlc purpffie, of .actloa t9.

Tqat ttt supplg oI o,na',i,al leedt o,nd prcmlxe$

l4 t E supply ol q,l';l',,4l tcdt'

The Committee observes in as far as the exemption of animal feeds and premixes

from VAT, it is not in contcntion that thesc are exempt supplies. The Commitree

further observ€s that thc area o[ contention emanatcs from the sudden and

ratier unprecedented decision of URA to classiry

code from thet of premixes.

The Committee therefore review€d some of the VATA of othcr Countries within

thc East African Communiry and cstablished that under the Valuc Added Tax

Act of Kenya; €xempt supplies are provided for under the lirst schedule. ltem 43

un the first schedule provides for "Eat rbl., srrt , rcrlduca rnd by-

tr whcthcr or not ln the form of pcllct rnd prcpmtlon. of . HD(

e traEs undcr a difierent

hI
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urGd ln rllnrl fccdtnt of t daf nuttlbcr3 23O9.9O.IO.nd 23@.9O.9O rEont
Ealy otbaB,'

The Committee further established that under the VAT Act, Cap.l48 ofTanzania,

part I of the schedule provides for excmptcd supplies to include "livestock, basic

agriculturd products and food for human consumption' and "pttprt tloD3 of
. Hld utcd lD.alD.l fcGdtDl" uadcr aubhcadlng 23,09. The Committec

establish€d that under thc VATA of Tanzania, oil cake of soyb€ans, oil cake and

othcr solid residues ofcotton seeds, oil cake and other solid residues ofsunflower

seed, maize bran, wheat bran, lysine, Methionine, Mycotoxin binders, poltard,

rice bran and cotton cake are all exempt.

Thc Committec observcs that trrllf luobcr3 23O9.9O.1O rld 23O9.9O.9O are

both exempt under the VATA of Kenya and Tanzania as it is the contention of

the p€tidoners.

It is the considered opinion of thc Committee that the allegation of URA,

ther€fore, that th€ p€titioners are misclassifying concenrrat€s is misconceived.

The Committee obscrves that the plight of rhe petitioners ariscs both from the

allegation of URA that the trad€rs are misclassifying concentrates and also from

the decision of URA not to consider all items classified under 2309.90.1O and

2309.90.90 as'prsp.rruon! of. Llnd urcd lo entmd foodlng" exempt both

under VATA and scction ll4 of the East African Community Customs

Management Act (EACCMA)

The Committee further obsen'es that the dccision of URA is rather ourstanding

and divergent in the East African Community (EAC) since both Kenya and

Ta zania exempt all 'prGp[.tloD3 of . bDd urGd h .rlEd fG under

said codes

3
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IMPTORT DUIY UI|DER TITE COffOtf EXTERIIAL TARIFF ICETI OF IHE
EAST ATRICAIf COUI UMTY.

Thc Committee observes that crrrrently in the East African Community, import

duty is imposed under article l2 of the Protocol on the establishment of the East

African Community Customs Union which e stablishes a Common External Tarifl

(CET). Accordingly, under Annex I to the Protocol on the establishment of the

East African Community Customs Union, Harmonizcd Commodity Description

and Coding SystemT , the strucrure of thc EAC (CSTI has a four band extemal

tarifl with a minimum rate of 0olo, lOYo,25o/o and a maximum of 35% in respect

of all products imported into the Community with efiect from l"t Jvly 2022.

Thc Committee further obscwes that chapter 23 of the East African Community

Customs Union, Harmonizcd Commodity Description and Coding System,

classifies code 23.09 under the description of 'pr?prtatlonr of. klnd u3Gd ln
.ntE l fcodlEt". Co& 23O9,lO.q) is under the description of'Dog ot crt
food put up for rct|Il !eb' rDd l. r.tcd .t 330/6. Codc 23O9.9O.1O is classilied

r!'prottrlrGr, ur6d h ttr EeDufacturG of .rinal aad poultry fccda'ntcd
et O9o whilc Codc 23O9.9O.9O L cla..lncd r. "othcr' and ratcd .t loplo,

The Committee observes that notwithstanding the classfication of codc

2309.90.90 as "othei and subjecting such supplies to toolo import duty under

thc coding system, scction I l4 of the EACCMA provides for an exemption regime

The Committee further observes that Kenye and Tanzan ra exPress ly exempt all

preparations of a kind used in animal feeding from both Value Added Tax and

import duty. Thc countries achievc this through providing for the codes

2309.90.10 and 2309.90.90 as excmpt under their Value Added Tax Acts an

under the East African Community Customs Union, Harmonizcd Commodity

for.grlcult[ral.bputs as prescrib€d undcr item l5 of

to the Act.

(t Bsl Noiicc No. E h 12 (2) & (i) & 39 (l) c

l8

the sln Schedulc

I
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Dcscription and Coding Systcm, by classifying thcm generally as 'prcElrcs for

u|r lE thc falufecturo of aDlEd and poultry f6od!" whether at the level of

concentrates or not; under subhcading 23O9.9O.1O, which attracts Oolo import

duty.

The Committee with considered disappointment observes that the proposal by

URA to classify concentrates under subheading 2309.90.90 as'other'under the

EAC Customs Union, Harmonised Commodity Description and Coding Sysrem,

will result into Ugenda being the only country in the East Africa Community

which classilies concentrates as such end thcrefore against the harmonised

commodity description and coding systcm as well as the structLlre of the East

African Common External Tariff.

The Committee with dismay, funher obscrves that should Uganda be thc only

country in East Africa to classiry concentrates under thc subheading

'2309.90.90" and conscqucntly imposing both VAT l8olo and l0olo import duty

on "preparations for use in the Manulacture of animal and poultry feeds" rhis

wottld have a seemingly retrospcctive elfect, by increasing the cost of production

of animal and poultry products rhercby disadvantaging Uganda's animal and

poultry products on the EAC market. For example, a tray of eggs in Uganda

curently costs UGX I2,OOO, whilc in Kenya, ir costs UGX t5,0O0 and in
Tanzania UGX l7,OO0. Effcctively, our eggs which have been the cheap€st in the

region would be projected ro cost approximately UGX 20,OO0 upon

reclassilicadon of concentrates as raxable premixes for use in the manufacture

of animaj and poultry feeds and yet tlesc are exempted by all the other countries

in the East Arrican Community

The Committee further observes that the decision to reclassity conc€ntrates

undcr subheading 23O9.9O.9O was nor critically analyscd by URA and it
ntravenes the Value Added Tax (Amendment) Act,2Ol?. This is because, the

Benerally exempb both the supply of animal feeds and premixes'and does\

t specify or cat€gorises plgmixr s as URA seeks to do. This means that,

t\
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trader, who imports and pays vAT on a concentrate, cannot transfer the vAT to

the final consum€r or frnal buyer of'animal fecds" which are also €x€mpt under

the VATAI lt is trit€ that Value edded tax is payable by the linal consumer. In

this case, the trader who pays VAT on an imported concentrate which he or she

then uses to manufacturc anLnal feeds would not be able to transfer VAT to the

fina.l consumer or buyer of thc animal feedsl This cannot be thc intention of URA

beceuse it dcfeats the cardinal principle of Value Added Taxl

The Comhittee is diskessed to observe further thar indeed, the contention by

the p€titioners and importers that the reclassilication of concentrates to attract

VAT l8o/o and import Duty I Oolo will only servc the inter€sts of the big players in

th€ agricultural produce chain at the expcns€ of rhe majoritv small rad€rs and

farmers in Uganda is corrcct. This is because, horticulture, aquaculture,

agriculture or lloriculture in puts arc provided for under thc exemprion retime

in section ll4 of the East African Community Customs Managemcnt Act;

Consequently, the following supplies are exempr from imporr dury-

la) ImPoft,,d t^pttb bg per'o]ns angagcd l^ hortla At,.e, 4.quact ltttra,
ag"lculture or fiorlcul'i,,a uhlch t:lto Commat lone" k 

'o;t4sfi.cd. 
d,ru

lot usc ln th. hortlcr.l&tB, aquacu,a.re, agd,cultu'r ot fio7,,curture
t@trii

lbl Poultry po,rT t stork lmPo/t:tcd bg per'oins cngagcd ln l,ou,fry
larmtlI.g u a;utho,l.*d W tha Dlt-ctor ol Vc,urln,,ry Srn lcas and
,ublect. to such condltloas aad llmltd'tlo^a the Commi.rloner ,,[.,;y

lnrpo'., lnt€r alla,
{,9-

ln essence, whereas thc big commercial farmcrs and rs like Ugachic and

Biyinzika will be excmptcd from paying taxes becausc they are imponing inpurs

use, the small players in thc industry, the importers who import to rescll to

lers and the majority small scale larmcrs in Uganda will have to incur the

s. As an end result, the final products ofthesc small players, farmers, tradfts

/3



and manufacturers will be significantly more exp€nsive as compared to the big

players and thercfore making them unable to compet€ on this rather unlevelled

playing field.

The Committee is of tlxe considered view that rhis tum of ev€nts only seeks to

augment the effects of the covid- 19 pandemic on the economy by rendering

business very expensive for the common Ugandan who is trying to survive in the

post covid- 19 era.

The Committee during their interaction with URA observed that URA'S primery

goal was to look for more avcnu€s of increasing rhe tax base. The Committee

notes with dismay that URA does not have any record of tax impact assessment

on th€ economy, carried out b€fore imposition of any tax whatsoever, well aware

that tax is a function of profit.

Thc Committee observes that whereas URA is looking to imposing more taxes on

an a.lready constrained tax payer, and in tlis case by reclassificarion of
concenrates to attract import duty of l0o/o, the authority should instead be

looking to establishing policies that limit discretion in the selection of frms
rcceivinB tax incentives and application of specific rulcs/criteria for any lirm to
automatically become eligible for such tax incentives. This will enable thc

authority to collect morc taxes without imposing policies that are not in tandcm

th€ East African Common Market Protocol and which disadvantages Uganda

while trading with other countries within the community.

This observation is based on URA'S data submitted to the Committee in wNch

the Au$ority states that, the Gove rnment of U

awarded to numerous firms and thes€ include;

several tax incentives

,tJt
I Corporate income tax (CII) holidays , exemptions or income deductions

I Deductions from taxable income based on capital expenditure

[.wer CIT tax rates, appli

r.,

on

d
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IV lmport tax incentivca: deviations from statutory VAT and tariff rates (e.g

Duty Remission Scheme)

According to URA, it is estimatcd that revenue foregone due to tax incentives

amounted to approximately 2.4 Trillion Uganda Shilling (approximately 652

milion USD) over the liscal years 2014/ l5 ro 2Ol7l18, with approximately one

third of this figure stemming from Corporate lncome Tax incentives and two

thirds incurred from tax incentives in place in Uganda's customs system. To put

these estimated losses into perspective, the esdmaEd liscal cost of Uganda's tax

inccntives in 20 t 7/ l8 was 888 biUion UGX, corrcaponding to around 3olo of total

budget for 2017l l8 or almost I pcrcent ofGDP in 2017.

The Committee is shocked that URA would choose to constrain the agriculrural

scctor by imposing more taxes on farmcrs and imponcrs of agricultural inputs

as opposed to asscssing and re-evaluating tax incentivcs as a means of

expanding the trux base.

Rofercncc to thc 'Thc ADlErl Fccdr BUl" by URA er rcrncdy for thc
pctltlon€rr

While appearing befor€ the Comminee, URA, alluded to the Animal Feeds Bill,
2020 and submitted that it, together with the Ministry responsible for

Agriculture intend to harmonise their positions and rely on rhe delinition of
premixes under the Animal Feeds BilI once passed by Parliament to rcsolvc the

matter now b€fore the Committee.

The Committee

and anticipatory

observes that this is irregular, lega untenablc, inapplicableI (

Firstly, the Animal Fecds Bill is neither an Acr liament nor a tax and

not even yet a proposal for cnactment before Parliament. The Committee with
sappointment notcs that thc leged Bill docs not merit refcrencc as a remed{

the petitioners in this re

d c.
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The Committee further observes that the anticipatory interpretation therein to

be used ro govem ,rnd apply tax laws in Uganda is misBuided and it is quite

shocking that the sarne is us€d as a reference point for the taxation authority of

Uganda, URA. The Commirtce was informed thet thc Cabinet approved the

principles of the Bill, in January 2019, however, the Bill has nev€r b€en hblcd

in Parliament despite the numerous problems being faced in thc agriculrural

s€ctor due to the lack of a regulatory framework for animal feeds. The Committe€

observes that there has b€en an attempt at a privat€ memhr's Bill due to the

continued delay by thc Government to bring the said Bill to Parliament for

enactmcnt.

The Committce furthcr observes that since the BiII is yet to bc tabled before

Parliament for consideration, it cennot be relied upon in any way as a means of
justifying or providing remedies for th€ petitioners.

6.2.2 Avrll.bL r.? Eatorld! for tnrklng coDc.ntrrtG3 and th€l] ploductlon
caprclucr l! Uga-nd.

The Committee was inform€d by URA that the 'prorein' composition of

conc€nrates are readily available on the Ugandan market and the importation

of the same should be discouraged through thc imposition of tax and hence the

justfication for reclassificadon of concentratcs. On the othcr hand, however,

the importers/ petitioners contend that the region and Uganda do not have

capacity to manufacture or supply these products and therefore they are justilied

to import them.

The importers further contend that the quality of protein composition of
concentrates on the Ugandan market is highly adulterated and not suitable for

making qualiry fe€ds for their animals hcnce the n€ed to import.

The committee was informed by rhc petitioners, I(ACITA, that the availa raw

terials for making concentrates include soya, sunnower and silver fish

ukene). These raw materials are ly sourced. Howevcr, manufacturers of

It
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feeds also impon items that are not produced in the country which include

amino acids, vitamin-minere.l premixes and small additives like en-qrmes to

improve digestibility. These are high cnd items mostly imported from Europc.

According to statistics obtained from Uganda Burcau of Stetistics, the Average

soya been production has increased from just 25,730 MT in 2016 to over

|60,0O0MT in 2O2O. The poultry association of Uganda has attributed this

growth not to human consumption but to growth animal and bird populations

which in turn increased the demand of animal feeds that utilizes soya beans as

a kcy component in its production. The Committee was however informed that

Mosr of our soya is exponed out of the country, leaving small amounts for the

local buyers. The scarcity of soya in the country has pushed soya prices up and

high in the reccnt years which has forced producers to resort to the importarion

of concentrates,

The committee obscrves that locally manufactured concentrates and enimal

feeds are more expensive than thc imported concentrates. For e:Gmple, a kg of

layer feeds mixed with imported concentrates cost UGX 2,250 compared to UGX

2,8OO for locally packed fecds.

6.2.3 Chlck n.!d ctt productlon ln Utrndr
Trbl. 2: Chlctco rld .ttt prcductaon, ltnpo.t. rtd .rport
Crop art6 20r? 20ta 20t9 mrm-
Ch.cl(!o iDpon (lq.l

ChtL.n .iporr {Xfs)

Et3r &ron tXS.l

65,O89

t?3,997

t.98S,.60

a.382

905.1t5

623.3E4

a,090

I E9.SSl

623,a8{

tq)
.92.S{X}

t 33,?60

t23

638,a30

lor.r55

8o.rE : Utl @.1 Ofi .. 2UN.,ntD,.,.

It is evident from the Table 2 above that importation of chicks has reduced

tremendously from 85 MT in 2016 to just 125 kgs in 2020. This has b€en

attributed to the incrcased investment in rhe poultry industry. On the other

hand, exports has increased and Uganda currently exports to south Sudan and

RC. The low exports in 2020 was as a re

ted business at all levelec

u Q

s.
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The committee was informcd by Poultry Associa on of Uganda that Kcnya's egg

production capaciry has been growing at an annual rate of 5olo for the last l0
years, with a currcnt annual capacity of I I O,OO0 MT ofeggs.

The Committee notes that the export of Eggs from Uganda has b€en reducing

over the years and this is as a result of the existing non-tarilT barriers and un-

compctiveness arising from increased cost of f€eds.

The Comrnittec was informed that the most signilicant percentage of birds which

support the poultry industry sector are imported as day-old chicks which are

produced through scienti6c methods and therefore require appropriate practices

to be nurtured. To achieve this, emcacy of the feed is vital. However, the

committee was informed that animal feed shndards in Uganda has consistently

been low, particularly for poultry layers. The Committee was further informed

that many farmers have had layers fail to lay eggs, laying small eggs, laying €ggs

with yorks that depict low mineral intake and layrng for a relatively shon time.

The Commitrec was also informed rhat the current challenges of feed is further
grounded by the delay to pass the "Animal feed Bill' which is supposed to

r€gulate the sector appropriately. The Committec observcs that the absence of

this law hes led to the entry of many players who lack thc appropriate knowledge

and skills to manufacturc feeds

Qur[ty of .trlErl fGGd.

Upon recciving all€gations of poor quality fceds, the Committee picked samples

from Biyinzika Pouluy lntemational Limited and Ugachick Poultry Breeders Ltd,

who are currently considered top manufacturers o[ animal feed in the country.

Th€se samples werc subjected to tests at the Directorate of Governmcnt

Analytical Laboratory (DGAL). Nutritional requirem€nts and heavy metals were

analysed in accordance with the requirements for compor.rnded poultry feedq ly
gandan sbndard US EAS 9O:2O18)

d



Resulrs from the samples rcvcalcd that the samplcs conformcd to all thc

nuuitional and the limits of heavy metal requirements wh€n tested against the

US EAS 90:2018 compounded poultry feeds sp€cification.

The committee therefore, finds that thc quality of the ssmplc of the feed taken

from the two manufactur€rs meets the nutrition requirements. Howevcr, this is

not conclusive since the committee only considered two manufacturcrs out of

thirty-onc.

Therefor€ the assertion that thc importers prefer imported concentratcs as

opposed to locally produced animal feeds due to low quality, unpredictable

quantity and unregulatcd sector of animal feeds in Uganda cannot be ignored.

The committee obscrves further tlat whereas URA deemed it nt to ta)(

concentrates as a means of protecting end cncouraging local production of
animal feeds, the local f€eds sector should instead be rcgulated to improve the

quality of localy manufactur€d fccds.

6.2.4 lDportr of coDccDtratcr ald rnlErl fceda pcr ycar

Accordin8 to statistics provided by URA, Uganda imponed 48.3 million kilograms

of premixes worth UGX 130. 7 bil[on and 37.5 million kilograrns ofconcentrates

worth UGX 5O.1 billion in thc year 2O2O. ln 2021, the importarion of these

products furth€r increased borh by value and volume. 90.6 miuion K.ilogrems of
premixes worth UGX 263.1 billion and 60.8 million kilograms worth UGX 94.7

billion was imported in 2O2l

The committcc obsewed that Majority of thcse premixcs and concentrates ere

bcing imported from Netherlands and Belgium. The committee was inJormed thar

counrries p.odu!- igh quality feed premixcs and concentratest

L
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FlturG l: lEport3 of coDcontnto! rod qDlE.l fccdr PGr y..r

V.lm lo Iullo.. UOX

?a7,tu
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aa.3tro.?9,
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I50,t2,

nlp oitt N1p aa,

Aeu.s: At.' t^ A.-^w a!rl,.'tqt

6.2.5 Capaclty of loc.l producGB/E.nuf.cturcB of prcElxca and
cono.ntratca uaGd lt! .[lmal fo.d productlott

The Table 3 above shows a list of Manufacorers of premixes end concentrates

with thcir rcspcctive capacities in 2021 and 2022. The committee was informed

by URA that ther€ ar€ about 3l local manufacturcs of animal feed premixes and

concentrates with a total capacity of about 8 billion Kgs. URA further informed

the committee that local manulacturers of animal feeds still import premixcs and

concentrates for purposes of animal f€ed production. How€ver, the local

manufactur€rs informed the committec that the quality of the concentrates and

premixes produced locally is low and hence the justilication for importation.

Furthermorc, the local manufacturca also stated that some of the ingrcdients

required to produce a premix are not readily

can only get them through importation.

availablc in a and hcnce they

According to an expert in thc aector, the livestoc tor alone rcquires

roximatefy 600,000 MT of fccds a year, of which 72o/o arc lor poultry, 19.4olo

&?(, a?t fru, *2t
C.Etu4A9?.n-l,1 ' ,idd,'o9.9. tO) Cedaq tng.ro.*,

for pigs, 8.5% dairy feeds while others constirute O. lolo. However, th€ insta.lled

a

a

ity of recognised feed producers that include Ugachick, Biyrnzika, lmpa la,

chick and HMH rainbow limited is

J
h

s

u,.

roo ,OOO MT. however even then, thgir
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actud production is approximately 60,000 MT pcr year. This gives a delicit of

approximat€ly 50O,OOO MT which is covered by farmers using conccntrates.

'[tre experts funher say onc of thc challcnges facing local production of animal

feeds production is the lack of protein feed sources especially soya and mukcne

(silver nsh). Given the amount of feeds consumed annually, there is need for

approximately 70,OOO MT of protein sourccs (silverfish or soya) to cover the

current market.

As a result of the delicit, the local livestock scctor is currently dominated by

foreign enimal feeds mainly concentratcs bccaus€ of dcliberate or ignorantly

done adulterations, dcgradations and poor handling of locally processed feeds.

For example mukene (silvcrfish is mixed with sand in order to increase its wcight.

Maize which is infested with a.flatoxins is processed into bran broken.

Tablc 3: tbc cap.clty of locel produccrt/Eaaufactur.E of prGElraca rnd
conccntr.tc3 u..d lo rElEd fccd prodlctlon.

ic T/tr ?Atlal rArl *m zgz,
I }{ILE SREWERIES UMITED 10,878,219.88 32,t23,328.99
2 UOANDA SREWERIES UMTTED 2, 19 r ,606.00 2,089,006.33
3 8t,867,4@.OO

t77,08t.8S0.OO 497,2..,O00.00

s

BUSHEI{YI COITON UMITED
BAJABER MILLERS LIMNEO
BAIiHRESA ORAIN MILUNG UOAXDA
UMITED t,796, t80.23

6 XENOROW II{DUSTRISS UMTTED 259,882,650.0O

1,4a9,839.75

3r4,698,800.@
7 ENG^AXO MILLERS LIMITED 94S,636,OOO.OO 529, r05,S50.00
8 MUI(WANO INDUST'R|ES lut Lm 1.5 r 9,195.000.00 | ,237,892,000.0O
9 MLE AORO INDUSTRIES LIMITED 60r,9s1,500.00 606,r6S,0(X).00

t0 UGACHIC( POULTRY SREEOERS UMTEO r2.859,600.00 6,68t,0S0.00
MAOANJO GRAIN MILLERS LTD 206,334,300.0O r,249,722,8SO.0{}

t2 Sun.ilc CommoditicB & Mru.fs (Ul Lrd 4.3 I O,000.OO 2,377,300.OO
t3 lGkira Su8rr Lrd r6,950,000.00 r0,796,00o.@
l,l 960,32S.00 I,204,250.0O
l3 I t9,7 t2,O00.0O 68,697.(xn.00
l6

ADMA IlrTERNAl]ONAL LIMITED
AHMED RAZA FOODS INDUSTRIES LIMITED
GURU N^NAIi II{VESTMENTS IUI LII.OTED l.505,ooo.(x) 5SO.(xx).(X)

t? MOUNT MEFU MILLERS UO^NDA UMITED t.646.6 t 6,S00.0O 934,67 t,657.?5
t8 2.126.64O.933.O5 l.243.6a7,900.00

l19
MMP AGRO INDUSTRIES LIMITED
AFRO.l(AI LII,IITED 3.331.407.14 t, t06,950.00

t20 CURU NAIAK OIL MILIJ OJI LTD I O,500,000.00
el MASTER ORAIN MILUI{G LIMITED s2,654 25t.00

a00.00t3
r8,218,S00.0o

t2 SO(MIEASE ACRO INDUSTRIES LIMITED t 5. t.3,0so.00 6.72r,9S0.0O

l+1
lq (/a



2a Mc.ne lndusanca kd 6,197,400.00 36,61t,348.00
23 ARISE AflD S}NNE M^IZE MILLERS LIMITED 325,876,200.00 54,622,7t S.OO

26 BAKHITA TWASE PRODUCE LIMITED 7.800,000.00
gryrnake Fouhav lorcrnatlonal Limiiad

12, t60,0(x).00
983,472,4S7.S0 656,024,{75.00

2A AMATHEON AGRI UCAXDA UMITED 6 | t,l8o.oo s46,S87.SO

2i AGRI EXIM UMITED 3t8,096,.38.O8 t7s,7s2,500.00
30 ORAIN PUIJE UM]TED 76,699,99S.00 t 42,212,6SO.fi)

3l NGETfA TROPICAI HOLDINOS UMTTED 1o,.34,s50.oo 2,606,000.00
9.to4.4r9.393 a.r62. t tt.laa

3 HMH RAINBOW UMITED

?

332,31 400.oo 228 r32 0s0.oo

&..rt.: W^14 A.rnq. Atrho.t t

6.2,6 lDpact of the rc-cl,a.alIlcetlon ofconcGntrltcs on thc Ugaod.n
GCOtlOny

Concentrates are ingredicnts uscd in the manufacture of animal feeds to improve

rhc productivity of livestock. Thc Commitrcc notes thar currently, th€ VAT Act

cxempts only the supply of premixes and animd fecds from VAT.

URA informed the Committee that VAT is multi shge tsx levied and collected on

thc gross margin at each point in the process of manufacturing, distributing,
and sellinB an it€m thcreby raising governmcnt revenue. This means that a
supply of liv€stock, unprocessed foodstufls and unprocessed agriculrural
products is cxempt from VAT.

Most farmers in Uganda engage in the supply of livestock (e.g poulrry) and

unprocessed agricultural products such as eggs. This implics that these farmers

are not rcquired to registcr for VAT; thcrefore, VAT incurred on purchascs of
concentrat€s and other taxable inputs is not claimable and will form part of the

cost of production in addition to othcr overhcad costs. Therefore, as a result of
imposing VAT on concentrates, whcreas Bovemment will collect more revcnue

along the supply chain, it is expected thar the VAT burden will cause a cascading

effect in the animal feed manufacturin g, distribution and consurnption chain

arlner level) ultimately increasing the price of animal fe€ds a agricultural

ucts

L

fu! c-
29



?.o RBCOI IIiE!{DATIOTA

l) Thc Committee recommends that URA prioritises the undenaking of

taxation impact asscssment studies before imposition of taxes or

reclassifcation of supplies to ensure that the principles of taxation which

provide for the guidelines of a good taxadon system are followed to

maximise the tax base without necessarily crippling thc economy or over

burdening the tax payer.

2) The Committec rccommends that Government establishes policies that

limit discretion in thc selection of Companies receiving mx inccntives and

that it app[€s specil-rc rules/criteria for any Company to bccome eligible

for tax incentives in the Ugandan economy.

3) The Committee recommends that URA extends the implementation of the

EFRIS system by not less than one year during which pcriod, URA should

invest more in education, publicity, s€nsitization and offering technical

support to all tradcrs to effectively implement and utilize thc system.

4) The Committee recommends thar URA undertekes a classificadon of

businesses according to their tumover and categorizcs them for thc

purposes of creating a threshold for the implcmentation of the EFRIS

systcm. This is because some businesses have meagre tumovers that can

easily be crippled by rhe costs rclated to the implementation ofthc system.

5) The Committee recomm€nds that Developmcnt lnsdtutions such

Uganda Development Corporation, Uganda Developmenr Bank and

Microfinance Support Center must put in place flexible arrangements for

credit access that include smaller businesses and informal sector that I
would otherwise not benelit under the existing criteria. The use of movablc

property as security as regulated by the Security Intcrcst in Movabl€

Propcrty Act,2Ol9 for example, should b€ fully op€rationaliz€d ro foster

access to credit by MSMES.

Th€ Committee recommends that URA with immediate eflect puts a srop \t
to the irregulal rcclassilicadon of concentratcs and uncondidonall

lo
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rclcases all thc animal and poultry feed conccntrates that have allegedly

been misclassilicd by importcrs as premixes. The act of URA is untenable

under the current legal regime and may result into litigation to the liability

of Govemment.

7) The Committee recommends that URA immediately puts stoppage on the

requirem€nt that tradcrs/ importers execute promissory notes for VAT and

import dury payable on imported concentratcs since 2017. The Committee

is cognizant of the legal mandate of URA to collect taxes. The Commirtee

however refers to the case of Francis Byamu8isha Vs Parliamentary

Commission, URA & A.G in which the applicant sued the Govemment

cntities for failure to collcct taxes due on thc emolumcnts of Members of

Parliament. Justice Madrema found that the said Defendants w€re bound

to follow the advice of the Attorney Ceneral and therefore the

Parliamentary Commission and Uganda Revenue Authority did not breach

their statutory duties to collect taxes upon being properly advised by the

Attomey Gencral. ln other words taxes frcr,. 1997 to the time of the

decision were not collechble und€r the judgment of the court, it was so

hcld. ln view of the casc thercfore, the Committee recommends that URA

and the Attomey General applies the same principle in this mattcr and

ensures that traders are saved from an unfair and irregular taxation

r€gime.

8) The Committee rccommends thar the Govemment should fast-track the

Animal Fecds BiIl to regulate the local manufactures of animal feeds in

Uganda and establish standards for quality production.

9) The Committee recommends that the Ministry of Agricultur€ and all

concemed stakeholders carry out thorough consultations during the pre.

legislative scrutiny of the Animal Fccds Bill to ensure rhat rherc is
reconciliation and that an implemenhblc law which addresses thc tf-

tr
pertinent issucs alTecting the sector is en by Parliament

clb



lO) The committee recommends that the VAT Act b€ amended to

eliminate any doubt that concentrates are premixca exempted under the

second schedulc of the Value Add€d Tax and therefore reconciling the

taxation regimc of Uganda with rhe other countries in the East African

Community. This shall be achieved through adopting the wording of the

VAT Act of Kenya which exempts 'rn4'torla,lt, urastat, realdu€, a d. W
ptpducta, whcltt 

" 
or 

^ot 
ln thc lorra ol pcllsts and prclnraii.ont ol

a karu, us.d ln a lrn,,, ledlag ol brl,fr 
^urrt3rs 

23O9.9O.'O a,.d
23@.9O.9O a nong ,rm'ny oth.r.'

I b.g to tnoac
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Hon. Kalwanga David Lukyamuzr
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