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Executive summary

The Commissioner-General (CG) of the Ghana Revenue Authority (GRA), the
officer responsible for the day-to-day administration of the GRA affairs and
answerable to the Board for the performance of the functions of that office,

has issued a practice note on the interpretation of certain provisions in the
Excise Duty (Amendment) (No. 2) Act, 2015, Act 903, pursuant to sections 100
and 101 of the Revenue Administration Act, 2016, Act 915 (RAA).

This Alert highlights the key interpretations set forth in the practice note.

Detailed discussion

This Practice Note (Number DT-EX/2020/001) provides direction and guidance
on the interpretation and application of Tariff numbers 2 and 3 of the First
Schedule to Act 878 as amended by Act 903. The objective of the sliding scale
excise duty is to encourage the use of local raw materials in the manufacture of
malt drink, beer or stout by imposing lower rates of excise duty for greater use
of local raw material. This practice note was issued on 30 April 2020.

The key points in the practice note are:
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Application of the law

Act 878 provides for excise duty on a sliding scale based
on a percentage use of local raw materials! for brewery

companies in the manufacture of malt drink, beer or stout.

The basis for the determination of the percentage use of
local raw materials shall be the weight of the local raw
materials as a percentage use of the total weight of the
constituents used in a brew, excluding water.

The following must be considered in computing the
percentage use of local raw materials and accounting for
excise duty on the manufactured excisable products:

i. Local content is "dry input” devoid of water, moisture

or liquid into brewing, and does not include any content

used in packaging, e.g., bottles, labels, etc. Any
concentrate(s) used must be measured or converted
into dry input.

ii. Local content is tested at the brewing stage. There must

be a record keeping system that maintains detailed
records on the use of raw materials.

iii. The record keeping system should enable the tracking

of all raw materials which should have a unique code

(including showing source of raw material, i.e., country
of origin, local or imported) and batch and can be traced
back through the procurement documentation process

including purchase orders, supplier details, goods

received notes, and issues from stores, among others.

iv. Level of usage is based on raw materials used per brew
or batch and on a running monthly average of all brew

or batches.

v. Materials used are based on the "Standard Bill of

Material (BOM)," i.e., the raw material type and quantity

(in kilogram) required to brew a beer or produce malt
drink. This is very stable, unless there is a severe
shortage of the specified raw material in which case,

the brewery manager shall seek, approval from the GRA

to substitute for the "alternative” raw material that is
listed on the BOM.

Vi.

Where dry inputs cannot be ascertained as outlined
above for the determination of the local/imported use
of raw materials, the CG shall approve any other method
for the determination.

Criteria for the determination of applicable tax
rate on the sliding scale

» Malt drink

—To access a concessionary excise duty rate of 7.5% on

malt under Act 903, the local raw material content should
be above 70% by weight of the total constituents used in
the brew, excluding water.

—To access a concessionary excise duty rate of 10% on malt

under Act 903, the local raw material content shall be
from 50% to 70% by weight of the total constituents used
in the brew, excluding water.

- The local raw material content below 50% by weight of

the total constituents used in the brew, excluding water
shall be taxable at 17.5%.

» Beer or stout

- To access a concessionary excise duty rate of 10% on beer

or stout under Act 903, the local raw material content
shall be above 70% by weight of the total constituents
used in the brew for a tax period, excluding water.

—To access a concessionary excise duty rate of 32.5%

on beer or stout under Act 903, the local raw material
content shall be from 50% - 70% by weight of the total
constituents used in the brew, excluding water.

—To access a concessionary excise duty rate of 47.5%

on beer or stout under Act 903, the local raw material
content shall be below 50% by weight of the total
constituents used in the brew, excluding water.

Endnote

1. Local raw material means raw materials grown or derivatives of raw materials grown in Ghana.



For additional information with respect to this Alert, please contact the following:

Ernst & Young Advisory Services Limited, Accra
Robin McCone robin.mccone®gh.ey.com
Isaac Sarpong isaac.sarpong@gh.ey.com

Ernst & Young Advisory Services (Pty) Ltd., Africa ITTS Leader, Johannesburg
Marius Leivestad marius.leivestad@za.ey.com

Ernst & Young Société d'Avocats, Pan African Tax - Transfer Pricing Desk, Paris
Bruno Messerschmitt bruno.messerschmitt@ey-avocats.com
Alexis Popov alexis.popov@ey-avocats.com

Ernst & Young LLP (United Kingdom), Pan African Tax Desk, London
Rendani Neluvhalani rendani.mabel.neluvhalani@uk.ey.com
Byron Thomas bthomas4@uk.ey.com

Ernst & Young LLP (United States), Pan African Tax Desk, New York
Brigitte Keirby-Smith brigitte.f.keirby-smith1@ey.com
Dele Olagun-Samuel dele.olaogun@ey.com

Indirect Tax Alert

3



EY | Assurance | Tax | Transactions | Advisory

About EY

EY is a global leader in assurance, tax, transaction
and advisory services. The insights and quality
services we deliver help build trust and confidence
in the capital markets and in economies the world
over. We develop outstanding leaders who team to
deliver on our promises to all of our stakeholders.

In so doing, we play a critical role in building a better
working world for our people, for our clients and for
our communities.

EY refers to the global organization, and may refer to
one or more, of the member firms of Ernst & Young
Global Limited, each of which is a separate legal entity.
Ernst &Young Global Limited, a UK company limited
by guarantee, does not provide services to clients.

For more information about our organization, please
visit ey.com.

Indirect Tax

© 2020 EYGM Limited.
All Rights Reserved.

EYG no. 003979-20Gbhl

1508-1600216 NY
ED None

This material has been prepared for general informational
purposes only and is not intended to be relied upon as
accounting, tax, or other professional advice. Please refer
to your advisors for specific advice.

ey.com



