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Understand the status of the current legislation on VAT and import duties for solar equipment at the national
and regional level as well as their implementation in practice (including current categorization and HS
codes).

Develop an understanding of the national and regional policymaking processes, as well as the key actors
related to the taxation of solar products.

Understand the elements of a good public-private dialogue.

Understand the processes behind the successful advocacy efforts for removing VAT and import duty
exemptions for SHS.

Design a strategic vision for a national and regional advocacy strategy around exemptions.
Develop practical tools for implementing advocacy strategies related to VAT and import duty exemptions.
Know how to monitor advocacy efforts on national and regional level.

Know how to implement VAT and import duty exemptions as a result of successful advocacy efforts.



Day One
Fundamentals of the case for exemptions
Key stakeholders and decision makers
Basics of import duties
Basics of VAT

Key regional considerations

4 )

Do ask questions throughout.

(

Day Two
Quantifying the business case
Tailoring your message
Implementation challenges
Your next steps

Case study examples

Do share your experiences: what has worked and what hasn’t worked in your country?



1h:40mins

GOGLA introduction

Intfroduction and objectives of this training

The case for tax exemptions

Breakout discussion

Oh:10mins

Short break

1h:10 mins

Import duties and VAT - the basics

Regional customs arrangements and other considerations
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Faster uptake of solar products as a result lower prices The impact of improved access
to clean, modern, affordable
energy




International policy commitments

Most governments have signed up to international policies, delivery of which will be facilitated by
faster deployment of solar systems

GOOD HEALTH
AND WELL-BEING Benefits can Reduced use of
accrue fossil fuels can
disproportionatel contribute
' y to women and towards progress
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increases access
to clean energy
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respiratory

* Many of the benefits highlighted on the previous slide link to the SDGs, which governments have committed

to deliver
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Across the region, access to electricity remains low
despite recent improvements in some countries
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In countries where more granular data
is available (through the multi-tier

framework) it is apparent that access

that is available is often very basic
I
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Key message: To meet SDG 7, further policy interventions will be required. The grid is not a viable solution
to fully address this gap by 2030, so off-grid solutions will need to play an important role in

meeting these goals.




National Development Plans
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Energy sector plans

Access targets

Expansion plans — are these realistic, can they be
delivered?

SE4All Action Agendas

Renewable Energy Action Plans
Etc.
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Often informal
sectors: outside
the scope of
tfaxes, or taxes
not paid.

Fuels such as
kerosene may
be exempt from
taxes.

J

.

Often exempt
from VAT, or
charged at a
reduced rate
(but not
always!)

Sector often
benefits from
other
operating and

Exemptions can be advocated on the basis of crea"fllRSgiOg%Vel playing field.

VAN

Treated in line
with other
consumers
goodes.

VAT often
applied.

Goods normally
imported, so

duties often
dpplipd

capital

But check you understand the situation in other parts of the energy sector before using this
argument!




VAT is a broad-based tax
and an important revenue
raiser.

Many government budgets
are under pressure.

Government cannot grant
extra exemptions without a
very strong case.

Jobs created, which are
taxed.

Productive use and growth
— profits and jobs taxed.

Once the sector is mature,
taxes can be reintroduced
and there will be more to
collect!

Ministry of Finance in particular will be focused on these arguments.

We will consider quantification during tomorrow’s workshop.




Ministry of
Finance

Ministry of
Energy

Other
government
departments

Parliamentary
committees

Regional / local
government

Needs to balance the budget.

Needs to be convinced that the
expenditure will pay back and/or
achieve other policy goals.

Interested in achieving energy access
goals; can help to convince MOF.

But may be sceptical on the role of
off-grid and/or see it as a competitor

o uﬁiify

If other policy objectives are
particularly important / relevant,

other departments might be engaged.

E.g. Health, education, environment.

Ultimately, politicians not technocrats
will make the decision.

Committees will often make the
political recommendation.

In some countries local Chiefs or
Governors have significant influence.

They often understand the needs of
their communities and can act as a

bridge:

Revenue
authority /
customs

Energy

regulator

Regional trade
bodies

companies,
other
associations,

Customs agents

/ brokers

G@GLA

Ensure that the proposed exemption
can be implemented in practice.

Understand likely implementation
challenges.

May be involved in certifying some
imports for exemptions; e.g. if customs
procedure codes are used.

If regional customs arrangements in
place.

Regional approach required:
governments in neighbouring

countries mig'ni aisonesdtobe

Ehgakedoducts are correctly defined /
classified in any exemptions.

Check any current border issues are
tackled.

Agents manage the customs
paperwork in most cases, and will
have a view on what will or will not
work in practice.




Any
questions?




) ) Zoom breakout
Imagine you are in a country where there are no VAT e

rooms
or import duty exemption.
You will be split into two groups: Shortly, you will be You have becn asigned toBreskout Room:
o assigned to a breakout breskont Room 2
One group to represent a §o|or association. What are room, which you can
the key.argumen’rs you will use in advocating tax then join for the T
exemptions? discussion
The other group will represent government. How will
you assess the arguments presented to you? . . .
During the discussion,
15 minutes to discuss you can select “ask for
. You can invite the host to this Breakout Room for assistance. help” if you have
15 minutes to report back questions and would like
o™ a facilitator to join you
Af fhe end Of fhe ) Breakout Rooms x
breakouf session you Will Breakout Rooms will close in 33 seconds
receive a nofificafion You will be returned to the main session automatically.
and be asked to re-join

K the main session. /
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In addition to all the points already highlighted, the timing of engagement with each stakeholder is key:
Who are the key decision makers?
When can a final policy decision be made? E.g. is there an annual budget procedure that you need to influence?
What is the process by which a final policy decision is made?
Who are the gatekeepers to that process?
Who else might influence the process?
When is the last opportunity to influence the policy decision?




1h:40mins

GOGLA introduction

Intfroduction and objectives of this training

The case for tax exemptions

Breakout discussion

Oh:10mins

Short break

1h:10 mins

Import duties and VAT - the basics

Regional customs arrangements and other considerations




Port-to-customer: an overview of processes

Most of the issues experienced with tax exemptions originate in legislation or in processes at ports
of entry, but all expected additional costs will be considered in pricing decisions made by solar

Clearance/

Border
processes

Pre-clearance verification of
cargo

Taxation : Payment ?f Collection of
rocesse import duties output VAT
E and import VAT ! !
Business
processe :
VL S :

Inconsistent * Whether taxes are high, or whether there are process issues at the
application border (e.g. with inconsistent application), this represents a cost of
doing business.

* In a competitive market, in most cases these costs will be reflected

Lack of in companies’ pricing decisions.

clarity . . .
* End consumers will pay higher prices.
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Clearance/ DR

. Burundi:
Pre-clearance verification of )
Inconsistent
cargo

treatment of some

Payment of products

import duties
and import VAT

exemption removed Inconsistent

for a range of solar treatment and
products some disputes over

Key message: In most cases, the main issue to be addressed may be securing an exemption in law, but it is
important to understand how these exemptions are applied at the border to ensure that you are
asking for the right policy intervention.



Tax collection
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Import duties are a small (and declining) portion of government revenues globally, but VAT is a very
significant portion of revenues

~ Import duties and VAT as a revenue ~N

S C . .
. %'ro%ally, import duties account for .
a small share of revenues.

16%
* |In Sub-Saharan Africq, ™
government depend more on
duties, largely because total
revenues are low as a % of GDP;
there is a general lack of broad-

12%

10%

% of GDP

8%

based tax collection in many 6%
countries. . Duties ~
’ 18% of

« VAT is a major source of revenue w | toral .
for many countries’ treasuries; it is 0%
broqd_bqsed Gnd relq-l-ively easy Burl:ndi Ethiopia Kenya Rwanda Uganda
to collect. 2 I E . e

B Customs and import duties M Taxes on goods and services Other tax revenues

* In some countries VAT accounts for  Source: ws, IMF estimates

as much as half of government
_revenues. y

countries.



Import duty rate

Import
surtax Li-ion

Country applies? SHS battery LED light
Burundi Pd v % 25% 25% 25% 25% 25%
Ethiopia I X 10% X 30%/ X X % 30%
Kenyo  tm= v x 25% % x x x
Rwanda v X X X X x X
Uganda = v x 10% / % 25% / X x 25% 25%

Notes:

Burundi: All goods used for renewable energy use and finished goods taxed. Not clear if this duty is 25% or 30%. Not in line with EACCMA.
Ethiopia charges import duty for SHS > 300Wp. Lighting Africa (LA) certified products sometimes get exemptions whereas non-LA products
normally pay duty.

Kenya: Conflicting information on duty exemptions. Some importers are charged while others are not. Should follow EACCMA amendment
on 30th June 2020 where only lanterns should be taxed.

Rwanda: The law seems to have changed and an application for exemption needs to be made. Ambiguity.

Uganda: charges import duty for SHS > 10Wp. Ambiguity.

Some countries have additional charges. For instance, Ethiopia has surcharge of 10% for items that are not duty exempt. Uganda charges a
1.5% infrastructure levy for all imports as a means of financing their railway infrastructure project.

HS tax codes for items are largely consistent between countries. However, they may not be easy to locate in the respective customs'



Import duties as a tool to encourage domestic ~N

péocgjrlr’%iﬁnmes, import duties can be used to encourage the use of domestically sourced goods; for
example, as part of an import substitution strategy.

A wholesaler buying a generic good might prefer a local product, which does not attract duty,
versus incurring duty on an imported product.

e —_————
- ~~

Goods from \
producer 1 are \

available duty-free Producer

2
Goods from

producer 2 incur
A Y . .
’ applicable duties at
S . the border

A

~ -
S = -

This rationale does not make sense in industries where there is no local production today.

But it can sometimes be an argument for differentiating between complete products versus parts;
for example, if there is are nascent local assembly operations. y




Paying import duties

Import duty calculations are simple, but determining the inputs to the calculation is not always
simple

~ Timing of ~N ~ Calculating the payment ~N
pdymen‘l' d ue {u) Dther Charges v} Cumency Code W) Exchange Rate 1%} CIF Valse T3) Comtoms Valie
41, REVENUE INFORMATION 4V Aursched documenes . Preceding
Taa) Tax Type Tbb) Tax Base. / Valae Tec) Rate Tad) Tax Due T5a Code | 455, Number R
I
Clearance/ :
i
Pre-clearance verification of ; B E—
Ty Sll."]&;i!t.\“k? i I [ [T3 [ -l: 1I:I|r|' l‘l‘urg.‘:
cargo T
—_—
Payment of e
I m po r1- d u 1- I eS ::‘:L- the AgenePrancepal of i iimpuner/t .|unl—: :::‘::—:hl e
o chevlare that the siforition sl partsclae deslasd herein e b s complete Cabict™s Signature and Siansp
and import VAT .
Signatare and Stamp Place eliFan

 Duties are calculated by multiplying the value of
goods by the applicable tax rate.

> Value is normally the price at which goods are
sold, but can be more contentious if the

Sometimes Sometimes L
. . transaction is infer-company.
payment is payment is
processed in processed at the * The applicable tax rate is determined with
L advance, as part border )L reference to internationally agreed product codes.j

c l
Ol pre=cicurdricce



VAT duty rate

Li-ion VAT on grid
Country SL SHS battery LED light electricity
Burundi )::1 18% 18% 18% 18% 18% 18%
Ethiopia  misies 15% 15% 15% 15% 15% x
Kenya E 14% 14% 14% 14% 14% 14%
Rwanda X X X 18% 18% 18%
Uganda o= x x x 18% 18% 18%

Notes:

* Kenya's VAT rate was 16% but was reduced to 14% as a result of the pandemic.

*  Rwanda: The law seems to have changed and an application for exemption has to be made. Ambiguity.

* Uganda: VAT exemptions are on selected solar items such as panels, and charge controllers and inverters (case by case basis). 1.5-3 Wp
products with a single light and mobile charging are subject to 18% VAT. Ambiguity.

* Some countries may have different VAT and/or duty rates for complimentary products. For instance, Uganda has different rates for LED
bulbs and LED bulb holders. This may be confusing for a new developer/company.



VAT exemptions and zero-rating

A VAT exemption is not the same thing is zero-rating. Normally zero-rating is preferable.

— VAT
°e’f?'3p6i|9c?auc’r is exempt from VAT, the tax is not
added to the price paid by end consumers.

* However, a company that only makes exempt
supplies cannot register for VAT.

* You cannot reclaim any VAT charged on the inputs
to VAT exempt goods.

— Zero-
. "ffiﬁpproduc’r is zero-rated, it remains within the

scope of VAT; VAT is charged at a rate of 0%.

* This means that companies still have to register
for VAT and then are able to reclaim input VAT.




Any
questions?




1h:40mins

GOGLA introduction

Intfroduction and objectives of this training
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Short break
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Regional customs arrangements and other considerations




Regional trade

There are trade arrangements in place across Africa, but only a small number of these result in
meaningful integration of trade and customs processes

~— Regional trade | ~

* Regional trade arrangements can have a wide range of oo
odaies

different objectives, including:
* Promoting regional trade

'Membership of regional bodies
B COMESA only

EAC and COMESA
M EAConly

* Creating a customs union
* Enhancing competitiveness
* Creating a single market

* Some or all of these may apply for each trade arrangement.

* In Sub-Saharan Africa (SSA), EAC and SACU are the oldest L P
and most developed trading areas. T 4

* The new African Continental Free Trade Area (AfCFTA) seeks
to cover the whole of Africa.

© 2020 Mapbox © OpenStreetMap
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National market Regional market

Tariff rates / exemptions

Advocating import duty
exemptions for solar
products.

Primary stakeholder likely to be
Ministry of Finance.

Supportive lobbying of other
interested ministries, e.g.
ministry, economic
development.

Duty rates agreed at regional level:
e.g. EAC Secretariat, SACU Tariff
Board.

Still normally driven by member
states’ institutions, but will need
them all to be supportive of change.

Implementation issues

Clarity on HS coding, e.g.
creation of new 8/10-digit
codes.

Other process improvements.

Primary stakeholder with be the
National Revenue Authority
(NRA), or customs, if separate.

Support from Ministry of
Finance still likely to be helpful.

Changes likely to be agreed at
regional level.

National engagement is still likely
to be important, although on
process issues more authority
might be delegates to regional
actors.

Key message: Engagement with national institutions is still likely to be critical, even with a regional trade
agreements. But understanding who the regional stakeholders are and how the agreements are

governed will be important to achieving the desired result.
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Government
departments

Summit

East African Legislative
Assembly (EALA)

The EAC Council

Coordination Committee

Sectoral Committees

What

Who?

When?

Strategic direction

Heads of State

Once per year, often in
February

Legislative body,
passing bills etc.

54 U:Ub?Ud IIIUIIIILJUlb IJ:UD 7 CA=
officio members, inc. minister
responsible for EAC affairs in each

Frequently

4
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Central decision-
making body

Ministers or Cabinet Secretaries
responsible for regional
cooperation

Twice per year; once
immediately before
Summit

Coordinates sectoral
committees

Ministers or Cabinet Secretaries
responsible for regional
cooperation

Twice per year;
preceding Council

Makes sector-specific
recommendations to

Sector experts from each

As required to meet
sector demands

Country-level
engagement with EAC

P o o e e o o -

coordination committee country
' ‘Ea§i‘)\'fr'ic‘a‘ -7
| : Business Council :
. —---{EABG)- - - -

Gazettes often include short-
term carve-outs, allowing for

import duties to be applied
in individual EAC countries.




Any

questions?

Stephen Nash Wanjohi Theuri

Ed Day Wilbourne Showers
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