
 

In recent years, the renewable 
energy space has been buzzing with 
activity. In addition to the traditional 
hydro-electric power, countries are 
starting to explore alternative renewable 
energy sources like solar, biogas, biomass 
and geothermal.  

In easy speak, the Governments 
of Uganda and Rwanda are making 
efforts to put their money where their 
mouth is and continue to provide 
incentives for private sector investment 
and participation involvement in the 
renewable energy sector. The incentive 
regimes are structured to increase 
participation in the renewable energy 
sector while avoiding the pitfall of market 
distortion. The incentives discussed 
below include incentives created 
specifically for participants in the 
renewable energy and general incentives 
geared towards attracting investment 
into Uganda and Rwanda. 

 

Revenue Based Mechanism 

REFiT Programme: The Renewable 
Energy Feed-in-Tariffs provide support to 
renewable energy generators by ensuring 
that a minimum return on investment is 
obtained for a guaranteed period of time. 
The tariff setting mechanism takes into 
account the cost of generating electricity 
from a specific source and the return 
required to ensure that investors break 
even. 

The Uganda REFiT programme 
commenced in 2011 and review of 
guidelines for Phase IV of the REFiT 
program is in process. REFiT is a) targeted 
towards small scale renewable energy 
projects (between 0.5MW and 20MW) 
and; b) is only in respect of projects 
connected to the national grid. Phase IV 
of the REFIT programme is intended to 
only cover renewable energy generators 
for hydro, wind and bagasse co-
generation projects. The guaranteed 
period is twenty (20) years from the date 
commercial operations are achieved. 

The guidelines for Phase III 
provide for the following REFiT tariffs: 

 
 
 
 
 
 
 

Hydro 500kwh-5mw 10.7 Us Cents 

Hydro 5mw – 10mw Linear tariff* 

Hydro 10mw –20mw 9.4 US Cents 

Bagasse N/A 8.8 US Cents 

Wind N/A 12.2 Us cents 

 

Tax Based Mechanism 

Uganda: The taxing Acts provide specific exemptions and allowances for players in the  
renewable energy sector. The table below highlights the tax based incentives in Uganda: 
 
Tax Type Nature of Benefit 
Income Tax  
(S. 27 Income Tax Act) 

Capital allowance at a depreciation rate of 20% for specialized 
plant and machinery.   

Income Tax  
(S. 29 Income Tax Act) 

Capital allowance equivalent to 5% of the capital expenditure 
for construction of industrial buildings during the year of 
construction. For renewable energy projects, the power house 
is considered to be an industrial building   

Import Duties 
(Part B of the Fifth Sch. 
East African Community 
Customs Management)  

General exemption from import duty (and consequently VAT on 
import duty) in respect of: 
- specialized equipment for development and generation of 

Solar and Wind energy including accessories and deep 
cycle batteries which use and/or store solar energy (Item 
26); 

- plastic biogas digesters (Item 27); 
Value Added Tax 
(2nd Schedule of Value 
Added Tax Act) 
 

No value added tax is in charged on a: 
- supply of photosensitive semiconductor devices, including 

photo-voltaic devices, whether or not assembled in 
modules or made into panels; light emitting diodes; solar 
water heaters, solar refrigerators and solar cookers (item t) 

- supply of deep cycle batteries, composite lanterns, and raw 
materials for the manufacture of deep cycle batteries and 
composite lanterns (item sc) 

- supply of any goods and services to the contractors and 
subcontractors of hydro-electric power, solar power, 
geothermal power or biogas and wind energy projects  

 
Rwanda: In addition to the benefits in the EAC Customs Management, the Rwandan law  
on VAT offers certain exemptions targeted towards renewable energy developers as below:  
 
Tax Type Nature of Benefit 
Value Added Tax 
(Article 6.10 of Law No. 
37/2013 on Value 
Added Tax) 
 

No value added tax is in charged on a: 
- energy supply equipment including energy saving lamps, solar 

water heaters, wind energy systems, equipment used in the 
supply of biogas energy 

- in case of holders of investment certificate, industrial 
machinery and raw materials as well as imported building and 
finishing materials   
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