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Introduction

Egypt is the biggest country consuming tobacco
products in the Arab region.

More than 80 billion cigarettes Is consumed
yearly.

According to Egyptian laws, tobacco cultivation
IS prohibited.

So, All crude tobacco are imported.

Most of Tobacco Products like Cigarettes &
Water Pipe tobacco are locally manufactured .



Before 2010 cigarettes prices in Egypt were very low, So
that no illicit trade problem.
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Old tax system on cigarettes

Egypt's old tax system on cigarettes Is a general sales tax
but acts like an excise tax system. The GST on cigarettes is a
tiered specific tax.

Factory price per pack of 20 cigarettes GST/pack
less than 65 PT. 108 PT
more than 65 to 73 PT 112 PT
more than 73 to 84 PT. 125 PT
more than 84 to 95 PT . 140 PT
more than 95 to 106 PT. 153 PT
more than 106 to 300 PT 173 PT
more than 300 to 425 PT. 315PT
more than 425 PT. 325PT




WHO Role

In 2009 Many studies had been taking place
between the Egyptian tax authority and WHO In
reference to FCTC article 6. This cooperation leads
to the success of tax reform which combine between

specific and ad valorem tax.

On 1/7/2010 Egypt made a tax reform for tobacco
products which increased tax burden on it.



New Tax system

A specific excise tax of 1.25 L.E per pack ( 20
cigarettes).

And ad valorem tax at a rate of 40 % of Retail Price.
This new system started from the 1st of July 2010.

Tax rates on WT products was also changed to be
100% of producer price instead of 50%o.



New Tax system

On 22/6/2011 Egypt modified the tax rate on
cigarette to be 50% from retail price instead of 40%
per pack +1.25 L.E (specific excise tax).

On 2/7/2014 Egypt modified the (specific excise tax
rate) on cigarette to be 3 tiers :

RETA IRTI CENGIIPACKIOIR20NCT 0 Al EESTNATSPECT 1 CIEXCISENeX

Les than 9 L.E 1.75 L.E
Between 9 and 15 2.25 L.E
More than 15 2.75 L.E



On 8/9/2016 VAT applied in Egypt, cigarettes
are subjected to an excise tax which increased
again on 24/11/2018 to be 50% from retail price
plus one of the next 3 specific tiers :

RELA NPT CENO P EACKIOFZOMCT 0 e ESHPATSP ECT I CIEXCISENAX

Not more than 18 EGP 3.5 EGP
More than 18 but not exceed 30 EGP 5.5 EGP
More than 30 EGP 6.5 EGP



Outcomes of tax reform

d Tax revenues on cigarettes increased from
7.498 Dbillion In physical year (2009/2010) to

ne 13.45 billion (2010/2011).

1 Reduces cigarette consumption from 4.279

nillion packs to be 3.7 billion packs at that
year .

d On (2012/2013) tax revenues was 19 billion
and consumption was 3.9 billion packs.




Why Track & Trace System

 Increasing tax rates on tobacco products
generates more tax revenues, but increasing
tobacco product prices without controlling
country  borders encouraged many
Importers & retailers to trade In smuggled
tobacco products.

d According to an assessment conducted In
2011 about illicit tobacco trade, it showed
that illicit trade on cigarettes was 21% of
cigarettes market.



Actions taken

1. In 2011, the Sales Tax Law was amended to
state that "'the trade of products subjected to
excise tax without stamping a tax stamp is a
tax evasion crime .

2. At that time Egypt started putting a Track &
Trace System which is applied in 85 countries.

3. In 2013 Egypt started to apply that system on
WT products & imported cigarettes.

4. 1n 2015 Egypt started to apply it on specific
cigarette brands.



Actions taken

5. On Feb. 2016 the system fully applied on all
tobacco products (Imported - Domestic).




Actions taken

6. All importers aren’t allowed to sell crude
tobacco unless the purchaser is registered as
tobacco manufacturer at Tax authority.

7. All these actions are taken in parallel with
controlling country borders & Conducting
periodic and sudden iInspections of
manufacturers’ and traders’ warehouses.



Track & Trace System

Track & Trace System iIs not only a tax stamp (Label)
but it is an integrated system that allows the regulators
to:

1. Track the stamp from being printed until the
products sold at small retailers by a smart database
(Egypt now applies the system on manufacturers
only) .

2. Very easy to Distinguish between the original and
fake products.

3. The Egyptian Government doesn’t pay for the
system as the tobacco producers is paying any
expenses.



Track & Trace System

Prosses of Track & Trace System




Track & Trace System
Stamp Features

The Stamp contains more than 30 features like:

 Security paper with a holographic folil strip.

d Complex security print design with both overt
and covert features on a UV dull paper (visible &
Invisible print).

d Each stamp contains a unique random alpha-
numeric digit code (12 digit code).

2 dimensional bar code representing the code.



Track & Trace System
Stamp Features
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Track & Trace System
(Used Devises)

1 Ink detector.

J Hidden ink detector.

d Handheld Computer Unit.




1. Hlicit tobacco trade on cigarettes decreased from
21% on year 2011 to be 8% on year 2017 according
to an assessment made by Ministry of Health &

WHO.
2. About 60% of illicit tobacco trade has been

eliminated after 1 year of full applied system.



Outcomes/Impact
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Outcomes/Impact

llicit tobacco trade

2009 2010 2011 2012 2013 2017



Outcomes/Impact

5. Egyptian consumer awareness increased now as he
doesn’t buy tobacco product if it doesn’t have the
tax stamp.

6. Reduce the side effects of smoking unknown
products which is more harmful than legal one as
Ilicit trade uses materials which is not compiling
with the standards of tobacco industry.



Conclusion

1. There is no relation between increasing tax burden
on tobacco products & illicit tobacco trade.

2. There Is a relation between Losing control on
markets & country borders.

3. All related parties must work together to control the
Ilicit trade.
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