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FOREWORD

Financial Year 2017/18 is the third year of implementation of the Second National
Devel opment Pl an ( NDPIL I ) . The NDPI |
competitiveness for sustainable wealth creation, employment andiugcyrowth.

The Government is implementing several maéctoral programmes to ensure that

the NDPII output and outcome targets are attained.

This annual monitoring report by the Budget Monitoring and Accountability Unit
(BMAU) highlights some of thechievements as per the NDPII annualised output

and outcome indicators for the sectors monitored. Commendable progress was
made by sectors in achievement of the output targets; less progress has been made
in realising the set outcome targets. Most sectack information on outcome
indicators, making it hard to effectively assess progress towards achieving the
NDPII targets. This knowledge gap should to be addressed urgently as the country
prepares for the NDPIII.

| call upon all stakeholders to criticallstudy the challenges identified in this
report, and adopt the recommendations therein, inordertbfash c k t he cou

sociceconomic transformation.

Patrick Ocailap
{

Deputy Secretary %o thilTreasury
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EXECUTIVE SUMMARY

This report reviews selected key programmes anepsogprammes within the strs, based on
approved plans and significance of budget allocations to the Votes. The focus is on 10
sectors/sudsectors, including: Agriculture, Education and Sports, Energy, Health,
Industrialization, Information and Communications Technology (ICT)¢rtMinance, Public

Sector Management (PSM), Roads, and Water and Environment. In addition, some aspects under
the Ministry of Finance, Planning and Economic Development (MFPED) are reviewed.

Attention is on large expenditure programmes with preferensengito development
expenditure, except in the caseshgriculture, Educatiorand SportsHealth, ICT, Public Sector
Management andoad maintenance, where some recurrent costs are tracked. Focus was also
placed on sector gender and equity commitmentspatabmes.

Programmesselected for monitoring wereabed on planned annual outputs and outcomes;
regional representatiotevel of capital invetment;and value of releases dogi Financial Year
2017/18.The methodology adopted for monitoring includddrhture review of annual progress

and performance reports; interviews with the respective responsible officers or representatives;
and observations or physical verification of reported outpasl outcomes Physical
performance was rated using weightetiecement of the setutput and outcomeargets by 30

June, 2018.

FINDINGS
Overall Financial Performance

(a) Central Government Ministries, Departments and Agencies
Overall financial performance is provided for 10 priority sectors of; Accountability ctuire,
Education, Energy, Health, Information and Communications Technology, Industrialization,
Public Sector Management, Roads-seabtor, and Water and Environment.

Financial Performance

The overall Government of Uganda (GoU) approved budget for F¥281lwas Ug shs 29.008
trillion including external financing, Appropriation in Aid (AlA), arrears and debt. The overall
GoU budget was revised to Ug shs 30.840 trillion through a supplementary budget of Ug shs
1.832 trillion. The GoU approved budget exchglexternal financing, AlA and arrears was Ug

shs 21.175 trillion. The allocation to Ministries, Departments and Agencies (MDAs) and Local
Governments (LGs) excluding treasury operations was Ug shs 12.591 trillion (43% of approved
budget), which was rewsl toUg shs 14.092 trillion (46% of the revised budgetlf which

20% was allocation to the LGs.
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The GoU release performance to the MDA and LGs as tJ80e, 2018 was Ug shs 13.179
trillion (94%)* and 99% (Ug shs 13.009 trillion) was spent b 30ne2018.

Sector Performance

The approved budgets of 90% of the 10 priority sectors were revised a8 &urk02018. The
sectors with revised budgets wer@ccountability; Agriculture; Education and Sports; Health;
Water and Environment; Energy and Mirldb@velopment; Tourism, Trade and Industry; Public
Sector Management; Works and Transport, and LGs.

Significant changes occasioned by the supplementary to the development budgets were
registered under; Ministry of Health (MoH) of 37% to Ug shs 37billian),(Ministry of Trade,
Industry and Cooperatives (MoTI3p% to Ug shs 49.085bn, Uganda Revenue Authority
(URA)-47% to Ug shs 77.63bn, and Ministry of East African Community AH&®% to Ug shs

988 million.

Under the recurrent budgets, significant changere registered under; Ministry of Works and
Transport (MoWT)38% to Ug shs 84.247bn, and Ministry of Energy and Mineral
Development(MEMDJof more than 100% to Ug shs 119.331bn.

The GoU approved budget for the LGs (direct transfevas Ug shs 2,633bift. was revised to
Ug shs 2,667bn, of which Ug shs 2,617bn (98%) was released and absorbed 106%3une30
2018.

Overall, 94% of the revised budgets for the 10 priority sectors, plus Kampala Capital City
Authority (KCCA) and LGs was released by 30thdd@918. The highest release performance of
102% was registered under the Accountability sector. Water and Environment sector experienced
the least release performance at 67%. The overall absorption of funds for the sectors was 99% of
the release.

Key Challenges

i) Revisions of approved budgets througipplementary budgets in 91% of the sectors
pointed to growing budgetary pressures, poor planning and allocation of funds for both
development and recurrent budgets. For instance, under the energy sector, the
swpplementary of Ug shs 106bn was for thermal power whose obligations were
foreseeable.

i) Budget cuts with the exception of KCCA and LGs, all sectors registered budget cuts, to
some extent even where supplementary budgets were granted these were not fully
funded, as observed in the sectors of Water and Environment; Tourism, Trade and
Industry and PSM. This erodes budget predictability.

i) Delays in finalization of warrants, although greatly improved in FY 2017/18, some votes
still registered delays in completioof warrants, and this affected the timeliness of
availability of funds to some service delivery centres.

! The release performance is comphte the revised budgétt was more than 100% when compared to the
approved budget

2 This excludes those transfers to LGs that are not direct but through otherl Gameanment votes, e.g. Youth
Livelihood Funds, Uganda Women Empowerment Project fuiaas road funds channeled throudhiinistry of
Gender, Labour and Social DevelopmeviGLSD) andUganda road FundJRF) respectively
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Recommendations

i) The MFPED and Bank of Uganda (BoU) should respectively expedite efforts to curb the
untaxed yet growing informal sector, and achitweer interest rates. This will increase
tax revenue to support the growing government expenditure.

i) The MFPED Budget Directorate should strengthen the scrutiny of sector budget
submissions (Budget Framework Papers, and budgets) for any lapses in theesstim
allocations made.

iii) The MFPED should continue enforcing compliance to reporting deadlines by the
accounting officers through sanctions that include suspension of transactions of the
MDA&LGs on the Integrated Financial Management System (IFMS).

a) Budget Preparation Execution and Monitoring Project 1290

The GoU introduced Programme Budgeting System (PBS) to ensure resources are allocated in
accordance with the GoU strategic framework, policies and priorities to those areas and service
providers thawill enable government at both Central Government (CG) and LG levels achieve
economic growth and development.

Financial Performance

The overall performance of the project was at 75% which was very good; the PBS was tested for
all components and was used fudgeting, reporting and procurement planning in the Central
Government (CG) and reporting for LGs. With the PBS, government can enforce the allocation
of resources within the strategic framework, policies and priorities.

It was noted that although tHeBS has output indicators, they were not clearly linked to the
outcomes they contribute to. The user manuals were developed and disseminated, although
further improvements will be required with the upgrades made. Technical support given to LGs
on the PBS was inadequate for the different levels of the roll out, but was satisfactory at the CG
level.

A Programme Based Budgeting (PBB) framework across MDAs and LGs was designed.
Stakeholder workshops on PBB were conducted at CG and LG levels.

Challenges
i) Some 6 the outcome indicators on the PBS are unrealistic as such they cannot be
attributed to given outcomes, this will result in misreporting on the system.
i) Training conducted for the PBS was inadequate especially for the LGs, this made it
difficult to complee the budget for FY 2018/19 by the deadline.
iii) System errors and wrong item codes on the LG PBS module affected timely completion
and upload of the LG budgets for FY 2018/19.

Recommendations
i) The MFPED together with the National Planning Authority (NPA), régaBureau of
Statistics (UBOS) and Office of Prime Minister (OPM) should improve the outcome
indicators and also link the output indicators to the outcomes.
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i) The MFPED should continuously carry out PBS training for key staff and stakeholders at
the LGs andCG. These should include accounting officers, planners, heads of department
and district executive committees.

iii) The MFPED should support the PBS roll out with a grant for operational costs and
necessary equipment such as computers to maximize the enw$tgedcies.

Overall Physical Performance

The overallannual performance wdair at 68%. The best performing sectaras agriculture at
79.60%, while Public Sector Management registered the worst performance at 50.4%.
Achievement of plannedutputs andutcomeswas attributed toncreased funding tsectos;
resourcesreleasedas appropriated by Parliament; early initiation of procuremerasd
monitoring and supeision of sector interventions.

Some of the inhibiters of efficient service delivery uddd low budget allocations to critical
activities,delayed disbursements of funds and implementation guidelines in some programmes;
late conclusion of procurement processes; adverse climatic conditiendergand regional
inequalities; understaffing inthe MDAs, poor planning,and lack of access to RoW for the
infrastructure projectslt was noted that most sectors lack information on annual sector outcome
indicators, making it hard to effectively assess progress towards achieving the second National
Dewvelopment Plans (NDPItargets

Agriculture

The overall National Development Plan (NDPII) sector objective is to enhance rural incomes,
household food and nutrition security, exports and employment. The expected outcomes on
increased production and pradivity of strategic commodities, exports, adoption of research
products and strengthened agricultural services. The sector committed to address gender and
equity concerns in its programmes especially making available servigesitto women and

person \ith disabilities (PWDs) supported individually and as special interest groups with inputs
and equipment;

The approved revised budget for the agriculture sector for FY 2017/18 including arrears was Ug
shs 877.987bn of which Ug shs 796.495bn (90.72%) wigssed and Ug shs 779.326bn
(97.84%) was spent by B0June, 2018. This was very good release and expenditure
performance.

Highlights of Sector Performance

The overall agriculture sector performance in FY 2017/18 was good rated at 79.60%. The best
performer was the Coffee Development Programme followed by the Agricultural Research
Programme; the other programmes performed at the same level (usd)planned outputs

were delivered except in programmes that had operational challenges. Positive trends were
recorded in the National Development Programme (NDPII) outcome indicators of sectoral
composition of Gross Domestic Product (GDP), production volumes, export volumes and
availability of extension workers. The agricultural sector GDP growth doubled to iB.226
2017/18 compared to 1.6 percent in FY 2016/17. Growth was highest among cash crops (5.8%),
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agricultural support services (4.0%) and food crops (3.7%) and lowest in fisRi8go] and
livestock (2.0963.

The good performance was associated with ea®ed funding to the sector including
supplementary budgets and donor funds; improved budget credibility as the resources that were
appropriated by Parliament were released by Ministry of Finance, Planning and Economic
Development (MFPED); increased volusnef inputs distributed to farmers; early initiation of
procurements; recruitment and availability of extension workers; increased investment in
agricultural infrastructure and equipment; increased quality assurance, monitoring and
supervision of sector farventions and overall good institutional management by the Accounting
Officers.

The sector however did not achieve all its output and outcome targets due to a number of
challenges notable being: delayed release and disbursements of funds and imptementat
guidelines in some programmes; late conclusion of procurement processes leading to differing of
some activities into FY 2018/19; adverse climatic conditions; low technical capacity of newly
recruited extension workers; gender and regional inequalpgest; and disease outbreaks and
closure of donor projects.

At output level, agricultural production and productivity was boosted with the provision of
assorted inputs and technologies for strategic commodities under the Agricultural Advisory
Services, Ction Development Programme, Coffee Development Programme, Dairy
Development and Regulation Programme and District Production Services. The recruitment of
3,257 (65.14%) extension workers at district and sub county level out of the initial target of
5,000 etension workers increased availability of advisory services to farmers to complement
extension services offered under the Cotton and Coffee Development Programmes.

Agricultural production and productivity was further enhanced through the distributi2g4f

Mt of cotton seed and 1.230 million units of pesticides and setting of 3,965 demonstration
gardens under the Cotton Development Programme; distribution of 239 million robusta seedlings
countrywide and 5.481 million seedlings in Northern Uganda byQGb#ee Development
Programme; setting up of demonstration gardens of mmgtoent rich foods in 100 schools in
each of the 15 pilot districts under the Uganda Maé#ctoral Food Security and Nutrition
Project; and provision of pasture seeds, equipraadttraining under the Dairy Development

and Regulation Programme.

Cumulatively, between FY 2009/10 and FY 2017/18, the GoU disbursed a total of Ug shs
141.714 billion to Bank of Uganda (BoU) of which Ug shs 650.586 million was earmarked in FY
2015/16 andFY 2017/18 for marketing the scheme. By"3une 2018, Ug shs 134.794 billion
(95.11%) of the GoU contribution was fully disbursed to beneficiaries. The beneficiaries
invested in expanding their farms, procurement of high grade animals, importationeoh h
machinery for food and feed processing, storage facilities and grain trade.

3 MFPED, 2018. Background to the Budget FY 2018/19.

XXV



At the outcome level, a total of 96 (100%) out of the planned 82 productivity improving
technologies were generated and 41 (87.23%) out of the planned 47 new varieties were
submitted to the Variety Release Committee for release. National coffee production increased
from 4,653,058 (60kg bags) in FY 2016/17 to 4,707,597 (60kg bags) in FY 2017/18; the volume
of coffee bags certified for export increased by 6.46% from 4,1856@Kg bags) in FY
2016/17 to 4,456,331 (60kg bags) in FY 2017/18.

There was an increase in the quantity of cotton lint produced from 151,071 metric tons in FY
2016/17 to 202,357; the percentage change in quantity of cotton produced increased from the
plamed 22% to actual 34% by 80une 2018. The percentage change in quantity of lint classed

in the top three grades however reduced from 77% in FY2016/17 to 69% in FY 2017/18. The
planned percentage change (8%) in this indicator was not achieved.

The prodiction of quality and marketable milk increased from 2.2billion litres in FY 2016/17 to
2.5 billion litres in FY 2017/18. The percentage increase in volume of marketable milk was
however lower (1.62%) than the target for FY 2017/18 of 5%.

A key limitation in sector assessment was the lack of credible frequent data collection
mechanisms in the sector to measure most of the key NDPII agriculture sector outcome
indicators such as technology adoption rates, acreages, household satisfaction with services,
domesic consumption and food securitfhere was a mismatch in the outcome indicators and
targets that are contained in the MAAIF and agencies policy and budget documents when
compared to the NDPII outcome indicators and targets. The MAAIF and agenciesreiawd

and align the outcome indicators with the NDPII set targets and collaborate with UBOS to ensure
that data for key outcome indicators is collected.

Key sector challenges

i) The sector lacks credible outcome indicators and targetsagricultural datis missing
in most institutions.

i) There are many fragmented projects in MAAIF that do not necessarily contribute fully to
the sector outcomes due to the low outreach and thin spread of resources. Most projects
achieved all the key outputs but had lowetcomes.

iii) Low sector outputs and outcomes due to harsh climatic conditions, emergence of pests
and diseases; increasing soil infertility; inadequate extension services and delayed
disbursement of funds for some programmes from MAAIF and NARO to local
govermments, ZARDIs and Institutes and from the District Collection account to the
implementing departments. For example, the extension grant funds were accested as la
as Q3 leading to differing Qinds and implementation to FY 2018/19.

iv) Slowdown in NARO reseah and technology generation and poor maintenance and
sustainability of on farm and off farm trials and experiments due to the closure in
December 2017 of the ATAAS project.

v) Poor implementation of the Agricultural Extension and Skills Development Proggam
due to late release of funds and guidelines by MAAIF; poor readiness of districts to
implement as some did not have work plans; low capacity o extension workers; delayed
approval of spending the supplementary by District Councils; and weak linkageshetwe
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the guidelines, funding and the expected outputs and outcomes. Some extension workers
were not aware and fully appreciative of the MAAIF implementation guidelines.
vi) Gender and regional inequality in access to agricultural services

Recommendations

i) The MFPED and MAAIF should allocate and finance conducting of the Uganda National
Agricultural Census and set up an effective management information system (MIS) both
at the central and local Government level.

i) The MAAIF should review and merge or close the $madjects with limited impact on
outcomes. Some failed projects like the rehabilitation of the Bushenyi and Gulu Fish fries
under the Fisheries Development programme should be closed or commissioned out to
the private sector.

iii) The MAAIF and agencies shaulmplement strategic investments along the entire value
chains for the priority commodities focusing on irrigation, pest and disease management,
postharvest handling and soil fertility technologies at farm level.

iv) The MFPED should enhance supervision afigeet execution at Ministry of Agriculture,
Animal Industry and Fisheries (MAAIF) and agencies and LGs to curb hasten funds
disbursement.

v) The MFPED and National Agricultural Research Organization (NARO) should identify
alternative funding to maintain andstain the research work that was initiated under the
Agriculture Technology and Agribusiness Advisory Services (ATAAS) project.

vi) The MAAIF should continue strengthening the extension service through improving and
disseminating the implementation guidelinestooling and equipping the extension
workers, timely disbursements and effective supervision of the programme.

vii) The MAAIF and agencies and Ministry of Gender, Labour and Social
Development (MGSLD) should further enhance mainstreaming and promotingr gende
and equity compliance in the agriculture sector.

Education and Sports Sector

The total approved budget for the Education and Sports sector for FY 2017/18 was Ug shs
2,828.985bnincluding external financing, AIA and arrears; of which Ug $h820.418n
(96.2%) was released and Ug 2h814.35Dn (96.1%) spent.

The overall performance of the sector in terms of output and outcome delivery was good at
76.4%. The sector performed better at output level with 82.4% overall achievement, than at
outcome level vth an overall achievement of 64.9%. The low performance at outcome level was
attributed to lack of information on the sector outcome indicators in FY 2017/18. Overall
analysis on whether the sector outcomes registered positive trends or not in the Rgtwas
established.

Highlights of Sector Performance

At outcome level, some votes that had very good performance and registered positive trends of
their outcome indicators were; Education Service Commission (ESC), National Curriculum
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Development Centre (NCDGnd Muni University, all at 100%. Lira University got 96%,
Mbarara University 90%, and Makerere University 85%. There was an increase (155%) in the
number of new appointments into the education service, and increased enrolment across the
universities maily due to expansion and rehabilitation of learning facilities.

At output level,good performing programmes included; Curriculum Development (NCDC) with
an overall performance of 99.6%, the Policy Planning and Support Services (Ministry of
Education and ®rts- MoES) at 97.76%, the Education Personnel Policy and Management
Programme under the ESC at 95.1%, Skills Development at 95.7%, and Higher Education at
83.98%. The good performance was associated with availability of funds, provision of
supplementarpudgets, and early initiation of procurement processes.

The worst performing programmes were; i) Delivery of Tertiary Educ&moti University
(38.5%), Special Needs Education (39.6%), Secondary Education (41.36%) dihiRney and
Primary Educatior{52.67%) A number of planned outputs were not achieved. FePiTrary

and Primary Education Programme, none of the 54 primary schools planned under the
Emergency Construction and Rehabilitation of Primary Schoolpsagramme were completed.

This was de to changes in the procurement modality that led to delay in disbursement of funds
to schools.

Under Secondary Education Programitine, short term consultancy to capture teacher details,
science kits for 20 new graatded secondary schools; science kgl the five compulsory
subject textbooks for the 80 schools, and software for the 300 secondary schools were all not
achieved under the Development of Secondary Educatiopregipamme.

Key Sector Challenges

i) Outstanding Value Added Tax (VAT) obligations: The MFPED during the budget speech of
FY2017/18 made policy changes in the VAT (Amendment) Act 2016, and the VAT (Amendment)
Act 2017 regarding VAT treatment of taxable supplies made undéuraiéd projects. Therefore,
there is an outstanding VAT ligmtion amounting to USD 1,488,430.34 (Ug shs 5.4bn) for the
period prior to July, 2017 for the HigheEducation, Science and Technold&EST) project.

i) Forged appointments, promotions and access to Government payroll in the sectdie

ESC coulucted validation exercises and unearthed cases of forged appointments, promotions and
access to the Government payroll by employees within the education services in 15 districts. The
cost analysis of these forgeries established that Government is curlesiig Ug shs
4,729,892,412 annually to illegal access to the payroll. It was also noted that some forged cases
were recommended for removal from the payroll as far back as 2002, however no action was
taken.

i) Understaffing in all public universiti es: The university recruitment plans for all public
universities remain largely unimplemented due to lack of funds for wages. Some universities had
not conducted staff promotions for some time, hence lacking critical staff at senior levels. The
relatively new science based public universities keep losing staff that upgrade to higher levels
such as PhDs to older public universities, and many had failed to attract and retain staff at senior
level (for instance Kabale, Lira and Busitema universities), witlestablishment at less than

40% for staff in post.
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iv) Static staff ceilings: The government staff ceilings in both primary and secondary schools
have not changed for a long time. As a result, there is a shortage of primary teachers in schools
across alldistricts. At the secondary level, there is a shortage of science teachers (biology,
physics, chemistry and mathematics) which has contributed to poor learning outcomes. There is
therefore need to recruit at least 2,000 science teachers in a phased manner.

v) Unrealistic Non-Tax Revenue (NTR) targets for universities:Public universities are
increasingly depending on collection of NTR. The bigger and older universities (Makerere,
Makerere University Business School, Kyambogo and Uganda Management dnstdliect

more NTR, while the relatively new and smaller public universities (Muni, Busitema, Kabale)
have meagre NTR collections. However, NTR targets are set without taking these differences
into consideration and therefore continue to be unrealistt difficult to achieve for new
universities. Muni University with a target of Ug shs 1bn, has only 166 students currently
enrolled at the university.

vi) Limited access to education services in some district¥here are many parishes and sub
counties inseveral districts without access to both primary and secondary schools respectively.
For instance, Kapchorwa District has 35 parishes, Kween Dis#tparishes, Dokolo District

with 11 parishes, Kyenjojo District 10 parishes, and Mubende District iShpa without a
primary school. At the secondary school level, many districts haveautiies without access

to a government aided secondary school (Bugiri 3, Iganga 3, Otuke 3, Kamuli 4, Dokolo 5,
Agago 7, Kapchorwa 9, Kween 11, Kyenjojo 10; Kiryangord; Lwengo 2; Lyantonde 2,
Hoima 3). In some subounties within Kapchorwa and Kween districts for instance, students
walk between 8.0km to access a secondary school. Currently, the sector requires Ug shs.
49.19bn to construct 100 primary schools, amdsds 9.48bn to build 20 secondary schools in
sub-counties without any governmeaided secondary school.

vii) Menstrual management in primary schools remains a challengd.ack of sanitary pads
continues to contribute to the high dropt rates of the dirchild in primary schools. There is
need, therefore, to increase the unit cost for Universal Primary Education (UPE) capitation to
cater for distribution of menstrual pads to girls in primary schools.

Recommendations

i) Accounting Officers with cases of iged appointments and promotions should ensure
that they are deleted from the Government payroll. The MoES should support the ESC to
conduct a thorough audit of all appointments and promotions in the 168 LGs (121
districts, 46 municipalities and KCCA) withe view of weeding out all forgeries.

i) The MoES should prioritize outstanding arrears and VAT costs. In addition, plan phased
construction of more schools at primary and secondary levels in parishes and sub
counties respectively to increase access twatbn services.

i) The MFPED should reimburse all NTR collected by universities on a semester basis (as
opposed to a quarterly basis), and set realistic NTR targets particularly for the smaller,
and newer universities.

iv) Government should revise the exististaff ceilings in order to allow recruitment of
teachers in primary and secondary schools.
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Energy

The energy and minerals sector overall performance was fair at 67.6%. At the outcome level the
sector performed well on increasing the energy infrastrecttapacity in generation of
electricity, increased access to electricity in the population, ensuring efficiency in the
management of Ugandaods oil resource, and sust
partly achieved. The programme outcome rofréased generation capacity, transmission and
access to affordable energy was not achieved.

The overall approved budget for the energy and minerals sector for FY 2017/18 inclusive of
external financing, arrears, and AIA amounts to Ug shs 2,370.642bmwhich Ug shs.
2,289.672bn was released, and Ug shs. 1,518.317bn spent representing 96.6% budget release and
64% absorption. The release for GoU resources excluding arrears, donor and AIA amounts to Ug
shs 466.148bn, out of the approved Ug shs 391.624bmichwg shs 463.842bn was spent by

30" June, 2018 representing 119% budget release and 118.4% budget spent and the overall
absorption of 99.5%. The increase of the budget release was due to the supplementary
authorization Ug shs125.202bn (Ug shs.106.87@brthermal power obligations, Ug shs.15bn

for subprogramme 1355 and Ug shs 3.337bn for-gudgramme 1143simba hydro power

project).

Highlights of Sector Performance

The Energy Planning, Management and Infrastructure Development Programme performance
was good (77.1%). Sutwrogrammes that showed good performance were: Kawdiadaka
Transmission Project, Hoirddkenda Transmission Project, and the MbaiMi@ama
transmission line under the Nile Equatorial Lakes Subsidiary Action Program (NELSAP) where
construction works were completed. The guwbgrammes where remarkable improvement in
performance was observed were the Karuma Interconnection Project where the contractor had
erected half of the towers on the KarukKawanda portion of the project in thest&6 months of

the FY 2017/18. The Torotbira/MbararaNkenda transmission project and the NELSAP
project have continued to perform poorly and very little progress was recorded in the FY
2017/18.

In the Large Hydro Infrastructure Programme fair (68.8%foperance was observed, the works

on the two large hydro power projects are progressing well but both projects are still behind
schedule. Most of the civil works were completed and elaoohanical and hydrmechanical

works were ongoing on both project$e project management teams on both projects continued

to encounter quality issues and delays. Some of the defects previously identified had not been
fully repaired, which is a major concern.

Under the Rural Electrification Programme overall performamas rated fair (64. 0%).Good
performance was observed in the rural electrification-molgramme where several grid
extension projects were completed in Kayunga and Kamuli under the Bank for Economic
Development in Africa/OPEC Fund for International Depeh@nt (BADEA/OFID) funding,
Isingiro, Mbarara, Kabale, Mbarara, Kyenjojo, Kabarole, Hoima, Kiryandongo, Kasese,
Kabarole under French Development Agency (AFD) funding. There was poor performance from
the Energy for Rural Transformation Il project due étagyed procurement.
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In the Petroleum Exploration, Development, Production and Value Addition Programme,
performance was good (75.8 %). Some of the highlights for the FY2017/18 included the
conclusion of negotiations of the Project Agreements for the &gfiaroject between GoU and

the M/s Albertine Graben Refinery Consortium (AGRC) that were concluded on 10th April
2018. Front End Engineering Design (FEED) for the refinery had commenced. Acquisition of
land for the Refinery Development is almost completgth 98.3% of the Project Affected
Persons (PAPs) who opted for cash compensation fully paid. Government granted three (3) fresh
petroleum exploration licenses and issued five (5) production licenses in Exploration Area 2 to
Tullow Operations Pty, and te (3) in Exploration Area 1 to Total E&P Uganda Ltd.

In the Mineral Exploration, Development and Value Addition Programme good (70.9%)
performance was observed. The Mineral Wealth and Mining Infrastructure Development and
Design sukprogramme, Construci and Installation of Uganda National Infrasound Network
subprogramme performed well. Achievements under the programme included submission of the
final draft mineral policy to Cabinet on 19th April, 2018 with approval obtained on 7th May,
2018. More labmatory equipment was acquired and staff was trained to aid in analysis of the
collected minerals samples. Activities to organize and register artisanal miners in area of districts
of Namayingo, Mubende, Busia, Bugiri, Kasese, Kabarole, Buhweju, Rubansiarokand
Karamoja continued.

Key challenges

i) Difficulty in acquisition of Right of Way (RoW) has continued to affect works on all
transmission line projects because contractors were denied access to the project sites
where compensation had not been fullgeraken.

i) The inadequate sector funding, especially for critical activities such as the Resettlement
Action Plan (RAP) continues to affect performance. Poor allocation by the sectors for this
activity has persisted.

iii) Understaffing in some of the sydvogranmes due to delay in filling of the civil service
structure for most departments under the Ministry of Energy and Minerals Development
(MEMD). The ministry has also lost a number of experienced and skilled staff to the
newly formed oil companies (Ugandatimal Oil Company, and Petroleum Authority of
Uganda).

iv) Delayed investment in the Oil and Gas sector means that most of the infrastructure
required for the production of oil is not in place.

Recommendations

i) The sector should prioritize allocation of fisto critical activities such as RAP. The
Energy Fund should also be replenished to support implementation of key sector projects,
as failure to undertake compensation in time has delayed implementation of most
projects.
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i) The Ministry of Lands, Housing dnUrban Development should review the land law to
enable quicker acquisition of land, since the projects in the sector are mainly
infrastructure in nature and require a lot of land.

ii) The MEMD should liaise with the Ministry of Public Service to recruitrégpuired staff.
An attractive retainer package needs to be paid to the staff especially in the oil and gas
sector to reduce the turnover since it is very expensive to train them.

Health

The sector performance was fair at 64%. Achievement of spletone&l outputs was generally

better (81%) than outcome achieveméniBhe good performing programme in relation to
outcomes was Clinical and Public Health under Ministry of Health (MoH). Performance was
attributed to vigilance and rigorous surveillance effastgpport from development partners, and
timely availability of resources. Fair performensre Health Infrastructure and Equipment;
HeartServices; Pharmaceutical and Other Supplies Programme; Safe Blood Provision; National
Referral Hospital Services Prm@agnme; andCancer Services Programmes. Poor performing
programmes included; Regional Referral Services Programmes at Masaka and Kabale, Regional
Referral Hospital (RRHS).

The second National Development Plan (NDP II) health sector outcome achievemets va
with two progressing fairly and one static. Those progressing were: Inclusive and Quality Health
Care services (64%); and Competitive Health Care Centers of Excellence (57%). On the other
hand, Health Care Financing stagnated.

Inclusive and Quality Health Care Services: Votes directly contributing to the outcome
achieved 64% (See Table 8.25)There wassubstantial completion of a number of health
facilities like Kiruddu (98.5%), Kawempe (99.2%) and Lower Mulago Hospital (85%).
Equipping of various redth facilities that benefited from the Uganda Health Systems
Strengthening Project (UHSSP); improved staffing from 69% in FY 2014/15 to 73% in
FY2016/17. Training of various cadres; and reduction in the Malaria incidence. In Kumi District,
malaria incidene reduced from 40% in 2016 to 27% in FY 2017/18; for Tororo District, the
reduction was 46% in 2014 to 19% in 2017. This reduction is attributed to the distribution of
long lasting insecticide treated nets, test and treat policy, and indoor residuaigpomducted

in East and Northern Uganda.

Human Immunodeficiency VirugHIV) - Prevalence rates from 7% to 6% in 2017The
prevalence of Viral Load Suppression (VLS) among all HIV adults in Uganda of nearly 60%
demonstrates progress by national progrees in responding to the HIV epidemic. Deliveries in
health facilities also increased from 52% to 73% in 2017, this was attributed to Government of
Uganda (GoU) investment in infrastructure development, equipment, distribution of both
preventive and curiaze medicine and supplies.

4 Some votes continued to state output indicators as outcome medh@ss.included: Indicators of the National
Medical Stores, Uganda Heart Institusead Health Service Commission.

5 Assessments on outcomes for 2dB/commenced August 2018.
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Competitive Health Care Centers of ExcellenceAverage performance of entities directly
contributing to the above outcome was 57%; Uganda Cancer Institute (UCI) at 52%, Uganda
Virus Research Institute (UVRI) at 61%, Mulago Matl Referral Hospital at 59% while
Uganda Heart Institute (UHI) achieved 57%cdinducted the firsever highly specialized open

heart surgery known as Coronary Artery Bypass Grafting in FY 2017/18. Construction works for
the specializednaternal and newtal unit at Mulago Hospital were at 99.9%, and equipping at
90%. Equipment installation and testing was ongoing and all works were expected to be
completed by end of September 2018.

Efforts to undertakeconstruction works for the Multipurpose Buildirfgr the East Africa
Oncology Instituteunder the UCI supported by African Development Bank (ADB) were
ongoing; while completion of the radiotherapy bunker and auxiliary buildings was behind
schedule. Training of oncologists and other specialists was apg@aonstruction of the
Regional and Paediatric Hospital in Entebbe was ongoing and it is expected to be a Centre of
Excellence in Paediatric Surgery.

Despite the above accomplishments, individual sector votes underperformed on some outcome
indicators for FY2017/18. Inclusive Health Care Financing stagnated, the National Health
Insurance Bill was not presented to Parliament for approval, and thed-packet expenditure
remains high (40%), thus excluding the poor from access to health services.

Indicatas on contraceptive prevalence rate, unflee mortality rate, health centers without
medicine stock out among others were not achieved. Patients continued to go without medicines
especially for the high volume facilities, while other health facilitiemittdd to referring
patients to private pharmacies to buy drugs and other medical supplies.

Butabika Hospital achieved 56%; Uganda Blood Transfusion Services 54%; Gulu RRH 66%;
Lira and Soroti RRH each at 53%. Masaka and Kabale RRH performed poorly a@nd436%
respectively.

Overall, achievement of sector outcomes was constrained by poor and ineffective planning by
various sector votes, and lack of adequate and complimentary inputs (medical equipment,
medicines and supplies, and human resources amibragsp at all levels. Issues regarding
guality of health services and infrastructure, lmited focus on preventive aspect of health care
continueto affect sector performance.

Recommendations

i) The MoH should ensure that all programme indicators havea and direct link to
overall sector and NDP Il outcomes. These indicators should be Specific, Measurable,
Achievable and Time Bound (SMART).

i) The MoH should establish a reward system for entities that focus on prevention of
diseases at all levels.

i) The MoH Health Service Commission (HSC), MFPED, Ministry of Public Service
(MoPS) should ensure realignment of the budgeting and recruitment processes by
developing strict timelines. These must be adhered to by accounting officers.
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Information and Communicatio n Technology

During the FY 2017/18, the ICT and National Guidance sector budget was Ug shs 136.3bn of
which Ug shs 8.4bn was Wage, Ug shs 44.1bn was\Wage Recurrent, Ug shs 17.5bn GoU
Development, Ug shs 34.3bn was External Financing, Ug shs 3bn wearddand Ug shs
28.9bn was AIA. By the end of the FY, 81.1% of the budget (Ug shs 110.5bn) was released and
93.5 % of the released funds absorbed (Ug shs 103.4bn).

By budget categorization, the highest absorption was undeige Recurrent at 97% (Ug shs
38.8bn), followed by GoU Development at 96% (Ug shs 14.1bn) and Wage at 93% (Ug shs
7.8bn). The lowest absorption was under External financing at 76% (Ug shs 24.4bn).

Highlights of Sector Performance

The overall sector performance in terms of outputsarndomes was rated as good (73%). For
example, 50% of the programmes and -puiigrammes under the National Information
Technology Authority (NITAU) either achieved or surpassed both the output and outcome
targets for the year, while 30% of the programm&seved over 80% of the targets. Particularly,

the agency intensified efforts of centralized hosting of Government systems in order to save
Government costs of operating several data centres and duplication of effort in different MDAs.
To this effect, te National Data Centre was upgraded and hosts -himg (39) MDA
applications from six applications in FY 2016/17. There was an increase in provision of
electronic services {gervices) which had increased efficiency (reduced lead time and increased
access), in the delivery of public services thus achieving the outcome target.

The ICT sector witnessed a reduction in the cost of broadband internet bandwidth from US$ 300
per megabyte per second (mbps) in FY 2015/16 to US $70 per Mbps in 2018 suppli@dhby NI
U over the National Backbone Infrastructure (NBI).

Seventysix (76) additional MDA sites were connected to the National Backbone Infrastructure
(NBI) bringing the total number to three hundred twemiyg (322) sites connected to the NBI.
Ninety-three ©3) additional sites started using services bringing the total to two hundred
seventythree (273) sites (Internet bandwidth, IFMS, Leased lines, Data Center and Dark fibre)
over the NBI against a target of 353. The performance was partly affected by mgemern
pronouncement that prioritized Uganda Telecoms as a preferred Internet Service Provider (ISP).

Through the operationalization of the National Information Security framework, (NISF)-NITA
worked towards protecting MDA resources and systems from jmltarytberattacks and
associated risks such as cyber terrorism. Security of systems was estimated at 80% against an
annual outcome target of 90%.

The sector provided technical guidance in the development and assessment of several ICT
policies and systemscess Government. Notably among these were; development of the
National Science, Technology and Innovation Policy, implementation of the Learners Project
under NIRA and Sim Card registration under UCC.

Both NITA-U and the Ministry of ICT and National Guidze (MoICT&NG) provided technical
support to key €overnment services e.g-\Vesa, PROCAMIS (court cases) and Online
Declaration System under the Inspectorate of Government among others.
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By 30th June 2018, the construction of the National ICT Innov&talsat Uganda Institute of
Communications Technology (UICT) in Nakawa was ongoing with an estimated overall physical
progress of 60% against a target of 100%. The project was three months behind schedule due to
increased scope of earth works, variatiordesign and delays in clearance of imported steel
materials, among others.

The Grants to ICT innovators worth Ug shs 2.5 billion were disbursed to 10 beneficiaries (8
males and 2 females) selected from 350 applicants. The beneficiaries developed systems to
improve service delivery in the fields of: agriculture, health, education and energy.

The restructuring of the Uganda Broadcasting Corporation (UBC) was initiated during the year
under the revamping of UBC programme. Recruitment and placement of staffthadeew
structure was ongoing. Rebranding and installation of modern news set and live coverage
equipment had been completed whilst inadequate funding.

Under the development component, implementation of the five year US$ 85 million Regional
Communicationinfrastructure Programme (RCIP) funded by the World Bank was ongoing with
contracts worth US$ 19 million signed. These include: Bulk Internet ($4.75m), Cloud Solutions
(US$12m), Hub equipment to support internet provision (US$1.2m) and Unified Messading a
Collaboration System ($1.79m). During the period under review, six projects were under
implementation of which three (Rpairchase and supply of Bulk Internet for Government MDAs
and priority Target User Groups; Supply and Installation of Hub equiptoenipport delivery

of internet; and Supply Installation of Unified Messaging Collaboration System for Government
MDAs and LGs) were 100% completed by 30th June 2018.

Implementation of the development spitmgramme was slightly behind schedule. This was
partly due to | engthy procurement processes
and every stage of execution of the RCIP causing delays.

The overall ICT sector performance was hampered by poor planning leading to delays in
initiation of procuements, low ICT technical capacity within MDAs to support the systems, lack

of capacity (human resource, hardware and software) at MDAs to generate content for the
different egovernment services including websites, Insufficient counterpart funding totmeeet
financing needs of the programmes and projects such as the Regional Communications
Infrastructure Programme (RCIP) and revamping of UBC, delays in procurement
approvals/securing no objection from the World Bank on the RCIP components, resistance to
integration of IT systems for government agencies resulting into duplication of effort and non
optimal use of resources, conflicting guidance from the executive arm of government on
sourcing bandwidth from either NI'TA or Uganda Telecoms Limited (UTL).

Recanmendations

i) The NITA-U and MFPED should prioritise counterpart funding of the RCIP Uganda
project to avoid delays in project execution.

i) The MolCT&NG and NITAU should develop a change management strategy to ensure
that duplication of effort is minimizedhgprocurement and use of ICT installations.

iii) The NITA-U through the RCIP should prioritize provision of key hardware and software
such as computers and structured cabling to agencies where the NBI was delivered but
not in use in order to increase on uptake-enabled services.
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iv) The MFPED should release thmlances ofug shs 5.3bn to conclude the revamp
programme of UBC

v) The UBC and Ministry of ICT &NG should engage with URA toschedule the
payment of outstanding taxes to avoid cash flow constrairtt&® corporation

vi) The Ministry of ICT and NG should appoint a substantive board for smooth opeiattions
UBC.

vii) The MoICT &NG should initiate procurements in time to avoid implementation delays
like the case is with the National ICT innovations Hub

Industria lization

The 1 ndust rsieacltiozratbiuodng estubf or FY 2017/18 was U
148. 1bn (86%) was released and Ug shs 134. 3bn
a b s o r The averatl performance dii¢ subsector was faiat 58%.

Highlights of Sector Performance

UndertheDev el opment Policy and | ntivedsitednSeates AfriPan o mo t |
Development Foundation (USADF) delivered infrastructure and equipment in 80% of the
targeted cooperatives. The benefi@ariwere in the process of achieving the programme
outcomes of increasing production volumes, household incomes and employhehitganda
Investment Authority (UIA) did not deliver on any of its output and outcome indicators for
development of industrialgoks representing poor performance. It was noted that funds allocated

to the development sytirogramme were diverted to recurrent activities to cover wages of new

staff, rent and furniture arising from the unplanned restructuring process.

Under the Promain and Facilitation of Industrial Development Programme, Uganda
Development Corporation (UDC) registered varied success. The tea factories of Kabale and
Kisoro were complete and operational, and procurement of equipment for Kayonza Tea Factory
had commened, while facilitation to Mabaale Factory and the proposed Zombo Tea Factory
were differed. Civil works for Soroti Fruit factory were completed, however, some vital
obligations under GoU such as the construction of the effluent waste disposal were pending.
Under the Rural Industrialisation Development Programme (RIDP), beneficiaries (cooperatives
and associations) received processing equipment for value addition. Although most of the
beneficiaries used the equipment for the intended purpose, cases ofupbtyr supplies and
unprepared beneficiaries were noted.

The Kiira Motors Corporation (KMC) project had commenced development of infrastructure at
Jinja Industrial Park. Delayed execution of works was due to poor planning and late completion
of procuremenprocesses. The Government also embarked on acquisition of shares in Horyal
Investments which plans to establish a sugar factory in Atiak, Amuru District and had paid Ug
shs 20bn as partial contribution to buy shares worth Ug shs 45bn. Feasibility stedes
ongoing for the Glass Sheet project in Masaka District.

Under the Standards and Quality Assurance Programme, the construction of food safety
laboratories under the phase Il of strengthening Uganda National Bureau of Standards (UNBS)
was ongoing with 8% of civil works completed on the laboratory block and sample reception
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block. The agency reduced on the prevalence of substandard products on market from 70% in
2016 to 54% in 2018.

The Science Technology and Innovation programme registered sucoe$ginistry of Science,
Technology and Innovation (MoSTI) was being operationalized by establishing the relevant
structures and provision of utilities such as office space. Monies earmarked under the Innovation
Fund as per guidance of His Excellency theskient were to be disbursed to innovators, only
awaiting commercialisation. As such, the funds were disbursed to Uganda National Council for
Science and Technology (UNCST), Uganda Industrial Research Institute (UIRPyesidential
Initiative on Bananandustrial Development (PIBID)Progress on utilisation of the fund from

UIRI was not readily available during monitoring. The UIRI embarked on the construction of a
Skilling and Machining Centre at the Kampala Industrial and Business Park (KIBP), Namanve
through a grant from the Government of t he
observed that a number of virtual incubators that the UIRI established or supported since 2010
were not operational.

The PIBID registered success on civil works andaiifetion of equipment contracts, however,

the critical path of the project was not adhered to which resulted into spreading of resources wide
with less achievement of planned outcomes. The Cabinet Paper on transition of PIBID to a
business entity was draft pending discussion and approval. The component of establishing
Community Processing Units was adjusted to start with formation of cooperatives and training.

Conclusion

Althoughthe suls ect or i s vital I n Ugandaodos ithe@ooe | op me
planning, limited skills, low uptake of technologies, expensive credit, among others. Most of the
projects/programmes under implementation were behind schedule due to poor planning, lack of
project management capacity by implementers, and diveditunds. Therefore, the sigector

is unlikely to contribute to attainment of its sector strategic objectives.

Recommendations

i) Government Agencies should strengthen linkages and build synergies in project
implementation and execution. The UDC, UIA ahdtional Water and Sewerage
Corporation (NWSC) should prioritise the establishment of a waste disposal facility at
Soroti Industrial and Business Park to avoid delays in operationalization of the fruit
factory and industrial parks.

i) The UIA should adhereotapproved work plans, and the management team should
strengthen the planning function to avoid interruptions in programme implementation.

i) The power distribution and transmission companies (UMEME and Uganda Electricity
Transmission Company Limited) shouichprove the power quality to avoid loss of
sensitive equipment by industrialists.

iv) The MoSTI should engage partners in science, technology and innovations for holistic
planning, and interdisciplinary approach to avoid duplication of efforts. Attentioridshou
be placed orransformative industries (manufacturing) that will create the desired jobs
and utilisation of local content.
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v) The UDC Board should recruit staff in critical areas to improve performance and
absorption of funds. Capacity in project managemsbould be enhanced.

vi) The MoTIC should undertake comprehensive appraisal of beneficiaries to ensure
sustainability of the seed support under RIDP. Suppliers who consistently deliver
defective equipment should be blacklisted.

vii) The UIRI should focus effortotexisting virtual sites before establishing others with a

view of operationalizing them to avoid fAwh
find capital should be dropped and new ones sought.
viii) The UIRI, MoTIC, and UDC should undertake feasibility ds&s before

committing public funds in incubation facilities.

ix) The MoSTI should fastrack the Cabinet Paper on the legal status of PIBID as it transits
to a business enterprise in the outer years. There is urgent need to streamline the PIBID
operations t@nable it compete and efficiently run commercially.

x) The UIA should undertake targeted investment promotion through encouraging foreign
investors to consider sectors where domestic enterprises have no capacity.

xi) The MFPED should make timely releases to imdaissation programmes to mitigate
research failure and completion of studies.

xii) The GoU through the MFPED should capitalise the Uganda Development Bank (UDB) to
enabl e entrepreneursod access cheaper credi
prototypes.

Microfinance Support Centre

Overall the Microfinance Support Centre (MSC) achieved good performance at 72%. MSC
disbursed Ug shs 64.46bn against a target of Ug shs 63.20bn (102%) and had an outstanding
portfolio® of Ug shs 95.5bn as at 8@une 208. The funds disbursed were from reflows and
Islamic financing. Portfolio at Risk (PAR) of 14% was achieved against a target of 10% pointing
to an increasing default rate for funds disbursed.

A repayment rate of 65% against a target of 80% was attainatngoto growing default of
loans. The MSC recovered Ug shs 151million of the previously written off loans (10%
performance).

Strategic partnerships were developed with some sector players including LGs and Engineering
Solutions (ENGSOL). The MSC rolledut a new product of Islamic financing which greatly
improved the MSC disbursement performance and reduction in lead times for loan applications.

A cost to income ratio of 0.75 to 1 was attained which rationalized the existence of zonal offices
and efficiencies.

5 Measures how much is held in loans by clients i.e. financial inclusionitisri@acreased from previous period
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There is growing demand for MSC services that require coordination of interventions with other
government institutions such as commercial offices at local governments and the Project for
Financial Inclusion in Rural Areas (PROFIRA) to enhance firsmaeclusiveness.

The MSC gave loans at favorable interest rates between ranges of 9%, 13%, 17% and 11% for
agricultural, commercial, environmental loans to different clients. These were below commercial
bank rates that were above 20Phe company provield Business Development Services support

to over 269 Institutionssmall, and medium enterprises (SMEs), and Savings and Credit
Cooperative Organisations (SACCOs), Microfinance Institutions (MFIs) anep€mmtive

Unions and groups.

Key Challenges

i) High atrition rates for SACCOs. The SACCOs are not focused around the same
objective for example agriculture, fishing, and trade. This affects ability of
groups/SACCOs members to pay back funds borrowed resulting into the collapse of
SACCOs.

i) Loan defaults by afint institutions especially those in the agricultural sector, on account
of drought, pests and prolonged dry season that led to poor yields.

Recommendations

i) The MSC should build partnerships with PROFIRA to support SACCOs and other
groups to focus on a gacular economic activity.

i) The Uganda Microfinance Regulatory Authority (UMRA) should expedite the
dissemination of regulations for the SACCOs and MFls.

Project for Financial Inclusion in Rural Areas (PROFIRA)

The PROFIRA provided support to 453 SACC(®9D% of 500 targeted) with various capacity
building engagements. Select8AACCO staff were sponsored to attend SACCO management
programmes at Uganda Cooperatives College, Kigumba.

Partnerships were built with the LGs through district commercial offitersupport the
development of rural SACCOs.

Key Challenge

1 PROFIRA did not meet the targets of provision of office equipment to SACCOs yet this
was communicated to the targeted beneficiaries.

Recommendation

1 PROFIRA should prioritize and expedite the pramsof office equipment to SACCOs
as planned.
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Public Sector Management (PSM)

The approved budget for the eight votes (inclusive external financing in Office of the Prime
Minister-OPM and Ministry of Local Governmer¥loLG) under PSM for FY 2017/18 wasgU

shs 714.375bn (exclusive LGs, taxes and arfeafswhich Ug shs 405.583bn (57%) was
released and Ug shs 396.162bn (98%) spent by 30th June 2018. This was fair release but good
absorption.

Findings

The PSM performance in terms of output and outcontgeg was fair (50.4%)The releases

for pension and gratuity arrears for FY 2017/8 under the decentralized payroll reforms for both
central and_Gs were good wherg¢hey spent 90% of funds released and CGs spent 64#teof
funds

The attitude towards geadand equity within the public sector improved. This was attributed to
the Public Finance Management Act, 2015 which requires all government entities to address
gender and equity issues especially making available services to youth, men, women, @derly an
person with disabilities (PWDSs).

Highlights of Sector Performance

Under the decentralized payroll reforms funds for pension and gratuity arrears with duplicated
schedules for FY 2016/17 and FY 2017/18 were paid out in some LGs without authoritydrom th
Ministry of Finance, Planning and Economic Development (MFPED). The indicative planning
figures on wage and pension LGs have continued to cause constant shortfalie good
performance under the payroll decentralized refoormsome LGsis attributedto stringent
disciplinary measures on noncompliance on guidelines by MoLGVEfED on Accounting
Officers.

The programme that registeréair performance was Public Service Selection and Recruitment
under Public Service Commission (PSC) and this wabuaiitd to the online recruitments in the
public service. A total of 59 selection inst
appointment to various posts were developed against a target of 30. 74 selection tests for District
Local Governmerg and ministries, including both competence and aptitude tests were
administered to 3,283 applicants out of the 3,874 shortlisted. Out of this number 1,202 successful
applicants were recommended for consideration for the oral interview and other forms of
assessment.

At output level, under the Affirmative Action Programme there was; (i) restocking the five sub
regions of Acholi, Lango, West Nile, Karamoja and Teso with 4,701 cattle, (ii) procurement and
distribution of assorted agricultural supplies such9ds716 hand hoes; 39,121 iron sheets; 450
ox-ploughs; 5,000 spray pumps to enhance agricultural production and productivity, (iii) 326
community driven enterprises/micpoojects were also supported to enhance household incomes
for youth, women, personsith disability and other vulnerable groups. There is intermediate
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progress at household level in improved livelihood, reduced poverty levels in target communities
and empowering of communities to sustain themselves through increased household income and
food production; there was also improved service delivery through construction of infrastructure
in the health, education and roads sectors.

A total of 1,400 metric tons of relief food and 68,000 assorted (4,000 pieces of blankets, 8,000
pcs of tarpaulins5,500 pcs of Jericans, 5,500 pcs of basins, 33,000 pcs of plates and 12,000 pcs
of cups) norAfood commodities for disaster victims across the coumteye procured and
distributed The intermediate outcome is the affected people are ligibgtterlife.

There was significant progress on operationalization of the Integrated Public Payroll Systems
(IPPS) across all MDAs and LGs from 80.5% in FY2016/17 to 83.4 % in FY2017/18, as a result
staff in MDAs and LGs are paid on time and motivated. The Natidaahihg Authority (NPA)
spearheaded the comprehensive and integrated development planning by supporting and aligning
sectors, MDAs and LGs development plans to the NDP Il. The proportion of sector strategic
plans, MDAs and LG plans aligned to National Depenent Plan (NDP) Il improved from 23%

in FY2016/17 to 82% in FY2017/18 against the NDP Il target of 70%. There is a gradual
improvement in the realignment of work plans and planned activities.

There was slow progress towards achieving sustainable grovitimancing of LGs under the
Local Government Finance Commission (LGFC), where LGs local revenue collection increased
from 11% in FY2016/17 to 13% in FY2017/18 against the target of 25%.

On deepening regional i nt e gr erdeddree tarift theagment a | u e
improved by a significant proportion from USD 483,770,823 in FY2016/17 to USD 623,000,231
in FY2017/18 representing a 10% increase against the target of USD 550,000,000. This was
attributed to increased sensitization of the ifess community on the trade facilitation
frameworks with in the East African Community

Under Local Government Administration and Development, there was improved livelihood and
empowering of Acholi communities to sustain themselves through increaseddlduseome

and food production in the Project for Restoration of Livelihoods in Northern Region
(PRELNOR) project.

Low performance in the sector was in the areas of; LG financing (13% against the annual target
of 25%), recruitment of staff in both MDAsd LGs to fill the approved staff structures (54%
against 100% in LGs while at Central Government level, recruitment is based on availability of
wage in the respective MDAS), staff retention rate in public service (72% against 90% annual
target), and estéibhment of monitoring and evaluation units at Central and LG level where the
recruitment is pending approval of the budget line by MFPED.

Key sector tallenges

i) Lack of linkages between programme outcomes, planned outputs, outcome indicators and
PSM seatr outcomes resulting in reallocation of funds and duplication of outputs. The
planners in MDAs and LGs seem to concentrate more on Administration and Finance
functions rather than policy, planning and monitoring and evaluation.
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ii)

Non-adherence by LGs toceountability pension and gratuity guidelines issued by
MFPED coupled with the inadequate capacity of some Accounting Officers, Human
Resource and Finance Departments in MDAs. Additionally, most LGs that received
duplicated schedules for FY 2016/17 and Z017/8 did not seek authority from MFPED

as required by law, these include Mbarara Municipality, Kabale, Masaka and Soroti
districts. Only Ntungamo District adhered to the guidelines.

Poor coordination between Ministry of Public Service (MoPS), Ministrfducation

and Sports (MoES), MoH, MFPED, Health Service Commission and Education Service
Commission, district service commissions on issues of payroll management and
recruitments. Despite the submission of recruitment plans and staff in post, thefissue
final indicative planning figures for wage and pension has not been addressed by MoPS
and MFPED resulting in shortfalls.

Non-harmonization of performance management systems. Following the introduction of
PBB, measuring performance of accounting ofscand heads of departments in MDAs

and LGs is a challenge because there are two instruments of measuring performance.
Performance agreements are geared towards achieving NDP |l priorities while
performance contracts focus on performance of the budgets @Ead procurement
processes.

Limited access to quality and reliable administrative data and limited coverage on the
usability of statistics which would ensure recruitments, training, promotions and other
performance enhancement decisions.

Recommendatiors

)

i)
ii)

iv)

v)

The NPA, MFPED and planning units in MDAs and LGs should address the issue of poor
strategic planning in sectors and MDAs, and the function of policy, planning and
monitoring and evaluation should be equally addressed.

The MFPED should institute striagt measures against Accounting Officers that do not
account for pension and gratuity funds.

The MFPED should institute stringent measures against Accounting Officers, Planning
Units, and Human Resource Officers that have failed to account for pensignasunty
arrears released and those spent without authority.

The MFPED and MoPS should engage consultants to harmonize the performance
management instruments in line with the PBB, and carry out institutional assessments,
review human resource policies araengineer systems to improve performance and
service delivery in the public service.

The MFPED and MoPS should include the gender and equity aspect in the automated
human management systems.

xlii



Roads Sub -Sector

The total budget for the Works and Trang@®ector n FY 2017/18 was Ug shs 4,499 he

sector financial performance was good as the budget release and absorption by the end of June
2018 was 75.6% and 86.6% respectively. The three votes monitored (VoididBy pf

Works and Transport (MoWT Vote 116Uganda National Roads Authority (UNRA) and Vote
118Uganda Road Fund (URF)) had a combined release of Ug,40&273h, of which Ug shs
2,94969bn was expended.he budget release and absorption of Vote-BI3VT, Vote 116

UNRA and Vote 118JRF in the roadsubsector was 91.8%, 70.9% and 100%; and 98.5%,
82.4%, and 100% respectively. The very good performance of the URF was attributed to the
transfer of all funds received to the designated agencies.

Highlights of Sector Performance

The overdlroads suksector performance was fair at 66&ood performancevas exhibitedby

the Districts, Urban and Community Access Roads (DUCAR) maintenance program under the
URF brought about by the acquisition of new Japanese road maintenance equipment from
MoWT by all the District Local Governments. However, generally feeond National
Development Plans\DPII) targets were not achieved much as the outputs performance was fair
across all votes. The performanaieall the votes was fair with Vote 0OIMoWT at 63%; and

Vote 116UNRA and Vote 118JRF were both at 68%.

The fair performance of the roads ssdxtor in the MOWT was on account of achievement of
54% of the planned targets and 82% of the outcome indicators. Therefore the vote did not
achieve the NPDIlargets for the FY. Impleméation of planned outputs biprce account
implementing units was @anced by the acquisition efew Japanese equipmeiitowever,
expenditure allocation to projects is not prioritised for key outputs wdacksedunding short

falls at the implementation unjtand thus activities are implemented over a long period of time.

The overall performance of the National Roads Construction/Rehabilitation (NRC/R)
programme implemented by UNRA was fair at 68%. Achievements of outcomest \86%4
while that ofoutputs was at 69%-air performance of the outputs was attributed to achievement
of 376km of tarmaoout of the planned 600km for both the upgrading and rehabilitation projects.
This performance was contributedd by the subtantial completion of: Kampakkntebbe
Expresswaylunyonyo road (51km), MpigKanoni road (65km), Mukon&yetume
Katosi/Nyenga road (74km), Gukcholibur road (77.7km), AcholibuKitgum-Musingo road
(87.4km), Rusherdlshwerenkye road (11.1km ) and Mbarara Byp&bk4km) under the
upgrading road project; Section of Mbarara (ButeraritningameKabaleKatuna (27km),
Phase One of Nansaasunju road (30Km), NamunSironkoMuyembe/Kapchorwa (65km)
under the rehabilitation projects; Nyalit (15m) and 8goe(20m) bridges on Kapchorvwiguan

road and Cido Bridge on Neb®ioli road.

Faiure to achieve the planned outputs by the NRC/R was attributed to: insufficient and
inadequate designs especially fehabilitation projects which ¢eto substantial change in scope

of works; delayed issuance of statutory approvalghay National Environment Management
Authority (NEMA) on almost all projects andganda Wildlife Authority JWA) for projects
traversingnational parks; slow pace tdnd acquisition for the Right of WayRow); and poor
mobilization by the contractors. Poor planning at both the design and implementation stage as
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manifesed in delayed acquisition of R, inadequate designs, and delayed relocation of
services is likely to hamper the achievement of the NDP¢jetaof G000km paved roads by
2019/20 and consequently achievement of outcomes.

The overall URF performance (DUCAR and National Roads Maintenance (NRM) programmes)
was fair at 68% for both outputs and outcomes. The performance in terms of output anegoutcom
delivery of the DUCAR maintenance programme was 3d%hle that of the NRM programme
implemented by UNRA was at 51%. The achievement of the planned outputs by DUCAR was at
83% implying that most agencies achieved their planned outputs. The good pectumaer
DUCAR was attributed t@acquisition of the new Japanese road maintenance equipment from
MoWT by all the districts which enabled the implementation of most annual planned outputs.

The NRM achievement of the annual output targets was good at 7&phykical performance

of the force account and contract components of the NRM programme were good at 73% and
84% respectively. The performance of the NRM prognenwvas attributed to improvement in
staffing levels at the stations and the commencementofefivork contracts at some stations.
This was however affected by lack of sound road maintenance equipment at most UNRA
stationsand delayed procurement of materials like culverts and gravel.

Key Implementation Challenges

1 Lack of full sets of road maintance equipment units for force account activities at the
municipalities and UNRA stations.

1 The prolonged rainy season which affected progress of road works all over the country.

1 Inadequate budget allocation for equipment maintenance (mechanical impreat) f
URF implementing agencies. This will accelerate the ageing of the newly acquired
equipment unit and thus Government will be at a loss.

1 Understaffing in the Works Departments of iheal governments

1 Dilapidated and expanded road network in tloeal governmentsthat requires
rehabilitationinstead of routine maintenance.

1 Delayed acquisition oRoW on the NRC programme which affected achievement of
targets.

1 Delayed payments for ti¢RC programmeprojects arising from the inadequate quarterly
releases. This resulted in claims on interest for the delayed payments.

1 Lack of coordination among sectors especially Lands, Transport, Energy, Tourism, Water

and Environment and ICT. This led to delayed issuance of approval certificates and
relocation of utitties from the RoW which takes at least six (6) months. All this time lost
was to be paid for by the GoU form of claims or variations in price.

1 Inadequate facilitation for monitoring acroai programmes especially vehicles for
supervision of works.

Recommendations

1 The GoU should consider procuring equipment unit faunicipalities as these did not
benefit from the newly acquired Japanese equipment. The new municipalities should be
given priority.
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1 In the short run, the MoWT should engage the dis&eoxtounting Officers to rationalise
the utilisation of equipment between districts, municipalities and town coucils to enable
sharing of the existing equipment.

1 The UNRA shouldprioritise payingarrears arising from outstanding certificates and
invoices rased in the FY 2017/18 in the FY 2018/19 budget.

1 The UNRA should give enough time and resources to the project design phase before
tendering of projects. This should also take intmsiderationreviewing designs for
rehabilitation projects which have nm¢en implemented within two years.

1 The UNRA should prioritize the compensation of the PAPs along the project RoWs and
only sign contracts after the land acquisition process for a project is at least over 50%.

1 All implemening agencies should provideoads maintenance units with sound
supervision vehicles. That is at least one vehicle for each Local Government and two (2)
vehicles for the UNRA stations.

1 The MFPED should spearhead the harmonisation of sector plans in order to curb the
financial loss suffeed by the GoU as a result of uncoordinated investments or planning.

Observations

1 The District Local Governments made use of the newly acquired Japanese equipment
units to rehabilitate and maintain roads works beyond what was planned.

1 Local Governmentsakck coordinated planning whiaendersmaintained roads in one
district unusable when the neighbouring district does not include the connecting roads in
its maintenance plan.

1 Funding allocation t@rojects under the MoWT wamot prioritised for key outputshich
causeedfunding short falls at the implementation units and thus activitiese
implemented over a long period of tinfeor example, the District Roads Rehabilitation
project received Ug sh10.75In (122.8% of budget) and expended 99.5% of thedund
but planned activities at the implementation units could not be fully executed due to
inadequate or insufficient funds.

Water and Environment

The total release to the Water and Environment Sector in FY 2017/18 amourited stas
773.50bn against the approved budget ofUg shs. 686.75Dn, representing 113.17%
performance on account of supplementary funding for both GoU and External financing. This
was GoU for Kampala Sanitation Project (Ug shs 50bn) under National Water and Sewerage
Corporation anexternal funding component to Water Management Development Project of Ug
shs 40.8bn, and Farm Income Enhancement and Forest Conservation Project with Ug shs
37.14bn

The actual expenditure amountedug shs.719.7@n translating into an absorption rate &9
compared to 91% in FY 2016/17. Vote 302ganda National Meteorological Authority
registered the highest absorption rate with 96.6% of the released funds spent. This was followed
by Vote 157 (National Forestry Authority) at 9%5 Vote 019 - (Ministry of Water and
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Environment) at 92.4%, Vote 12Xampala Capital City Authority at 88.5% and lastly Vote 150
(National Environment Management Authority) at 84.9%.

Highlights of Sector Performance

The Water and Environment sector performance ranged betweét7(B%) which was a
mixture of fair and good performance and an indicator of moving towards achievement of some
outcomes. This performance falls short of the performance of the FY 2016/17 which ranged
between 70%489%. The sector identified specific priogisi to achieve the three specific
outcomes for effective service delivery with indicators to assess the achievement of national
objectives. These are:

() Increased access to safe water and sanitation facilities for rural, urban and water for
production uss; (ii) Increased availability of good quality and adequate water resources to
support socioeconomic transformation; and (iii) Improved weather, climate and climate change
management protection and restoration of environment and natural resources.

Good erformers included the Policy, Planning and Support Services (91%), Water Resources
Management (85%), National Meteorological Services (74%). Those that performed fairly
include: Environmental Management (69%), Water for Production (65%) Natural Resources
Management (67%). Rural Water Supply and Sanitation (65%), Urban Water Supply and
Sanitation (65%). Of the nine programmes monitored nine out of 21 outcome indicators were
achieved. However, the performance was majorly affected by land acquisition miateers,
procurements, inadequate financing and inefficient planning.

Priority was given to rolling out piped water supply system infrastructure system development in
rural areas for solar pumps in water stressed areas and Greater Kampala Metropolitan Area
(GKMA) water and sewerage systems; small and large surface reservoirs as well as very large
multi-purpose schemes for water for production were considered. Solapipedi systems and

point water sources were constructed/rehabilitated, sanitation improisemelusive of Fecal
Sludge Management Facilities in urban areas carried out. The pretreatment plant of Kinawataka
is at 45%, Nakivubo at 95% whereas the sewer networks are at 95% completion levels. The
Water for Production completed 106 valley tanks aidsolar powered mini irrigation systems

as construction for dams and big reservoirs was ongoing. However, the sector outcome increased
access to safe water and sanitation facilities for rural, urban and water for production uses was
not achieved. Some q@ects were affected by the slow procurement process, and land matters
among others.

The sector emphasis too was to develop and implement catchment management plans, oil and
gas challenges, degradation of ecosystems and massive tree planting. The tailamaevere
developed; levels of compliance to environmental laws by projects and facilities was realized in
some cases, critical and fragile ecosystems restored/protected and proportion of population made
aware of key environmental concerns. Howevernelage disaggregated measurements taken by
different actors and lack of tools and equipment to show the magnitude of achievement. The
UNMA prioritized acquisition of modern equipment for meteorological services and this is not
yet in place. Thus some outoe indicator targets were not achieved.
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The sector priorities put into consideration NDPII targets and sector outcomes for improved
service delivery in planning. However, the Management Information System (MIS) is over
centralized. Besides not all outputgve structures and tools in place for effective data
processing and management. Thus some targets and achievements are mere estimates. There is
need for a coordinated framework and input of all. The achievement offset targets and outcomes
may depend uposolutions to some of the sector challenges.

Key sector challenges
i) Funding gaps/recurring budget quarterly shortfalls especially the donor component
affected implementation of planned outputs in the financial years. The WSDF Central
received 40% of the dor budget and money was received in the third quarter which was
carriedover from FY2016/17. This distorts budgeting and utilization in the subsequent
FY (2017/18) and some big sector targets like big piped water systems and bulk water
supply systems und&Vater for Production.

i) Non-prioritization of Environment and Natural Resources-settor yet critical to
sustainability of water supply systems. The funding for thissadbor leaves a lot to be
desired. The budget for the ENR conditional grant tolis is Ug shs 790m which
limits effective implementation and supervision of works thus little is achieved at that
level. This creates continuous degradation of the ecosystems on ground despite the need
to protect and improve the same.

iii) Unavailability of land for development of government projects has persistently delayed
implementation. In some cases, the government valuers delay to give land values and in
other cases, the prices are over hiked and when no consensus is reached, projects get
halted or shiftd to other places

ivyDel ayed procurement affected the ©pace of
procurement processes affected by lack of approved designs and general neogaifow
the procurement plan.

Recommendations
i) The sector should work wiih the available resources, prioritize allocations to key
programmes in order to achieve outcomes/ NDPII targets.

i) The MFPED and Ministry of Water and Environment should prioritize budget allocation
to the Natural Resources sséctor.

i) The Ministry of Larls, Housing and Urban Development should expeditiously review the
land acquisition policy for development of the government projects in line with the
ongoing land commission recommendations.

iv) Accounting Officers should ensure the project procurement pladhered to.
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CHAPTER 1BACKGROUND

The mission of the Ministry of FinanceTo Pl ann

formulate sound economic policies, maximize revenue mobilization, ensure efficieati@ilo

and accountability for public resources so as to achieve the most rapid and sustainable
economic growth and development | t i's in this regard that
resource mobilization efforts and stepped up funds disbursementnistrids, Departments,
Agencies and Local Governments in the past years to improve service delivery.

Although some improvements have been registered in cibaeesss to basic services, their
guantity and quality remains unsatisfactory, particularithensectors of health, education, water

and environment, agriculture and roads. The services being delivered are not commensurate to
the resources that have been disbursed, signifying accountability and transparency problems in
the user entities.

The Budyet Monitoring and Accountability Unit (BMAU) was established in FY2008/09 in
MFPED to provide comprehensive information for removing key implementation bottlenecks.
The BMAU is charged with tracking implementation of selected government programmes or
proects and observing how values of different financial and physical indicators change over time
against stated goals and targets (how things are working). This is achieved throughragahi

and annual field monitoring exercises to verify receipt and egapin of funds by the user
entities. Where applicable, beneficiaries are sampled to establish their level of satisfaction with
the public service.

The BMAU prepares serannual and annual monitoring reports of selected government
programmes and projecfBhe monitoring is confined to levels of inputs, outputs and outcomes
in the following areas:

Agriculture

Infrastructure (Energy and Roads)

Industrialization

Information and Communication Technology

Social services (Education, Health, and Water and Bnrient)
Microfinance; and

Public Sector Management
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CHAPTER2: METHODOLOGY

2.1 Scope

This report is based on selected programmes in the following sectors: Accountability (Finance)
Agriculture, Education, Energy, Health, ICT, Industrialization, MicrofoenPublic Sector
Management (PSM), Roads, and Water and Environment. Sele€tomaas to monitais based

on a number of criteria:

1 Significance of the budget allocations to the votes within the sector budgets, with focus
being on large expenditure pragimes. Preference is given to development expenditure;
except in Agriculture, Education, Health, PSM and ICT where some recurrent costs are
tracked.

1 The programmes that had submit@d progress reports for FY2@18 were followed

up for verification ashtey had specified output achievements.

Multi-year programmes that were having major implementation issues were also visited.

Potential of projects/programmes to contribute to sector and national priorities.

For completed projects, monitoring focused orueaior money, intermediate outcomes

and beneficiary satisfaction.

=4 =4 -

2.2 Methodology

Physical performance of projects and outputs was assessed through monitoring a range of
indicators and linking the progress to reported expenditure. Across all the prajetts
programmes monitored, the key variables assessed included: performance objectives and targets;
inputs and outputs and the achievement of intermediate outcomes.

2.2.1 Sampling

A combination of random and purposive sampling methods were used in gsef@djiects from

the Ministerial Policy Statements and progress reports of the respective departments. Priority
was given to monitoring outputs that were physically verifiable. In some instancesstagdi
sampling was undertaken at three levels: i) Se@mgrammes and projects ii) Local
governments and iii) Project beneficiaries.

Outputs to be monitored are selected so that as much of Government of Uganda (GoU)
development expenditure as possible is monitored during the field visits. Districtsegtedsb

that as many regions of Uganda as possible are sampled throughout the year for effective
representation.

2.2.2 Data Collection

Data was collected from various sources through a combination of approaches:
1 Review of secondary data sources inclgdirMinisterial Policy Statements for
FY2017/18; National and Sector Budget Framework Papers; Sector project documents
and performance reports in the Output Budgeting Tool (OBT), Sector Quarterly Progress
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Reports and workplans, District Performance Rep8usiget Speech, Public Investment
Plans, Approved Estimates of Revenue and Expenditure, and data from the Budget
website.

1 Review and analysis of data from the Integrated Financial Management System (IFMS)
and legacy system; Quarterly Performance Repéttsf¢grmance Form A and B) and
bank statements from some implementing agencies.

1 Consultations and key informant interviews with project managers in implementing
agencies both at the Central and Local Government level.

1 Field visits to project areas fprimary data collectiombservation and photography.

1 Call-backsin some case® triangulate information.

2.2.3 Data Analysis

The data was analyzed using both qualitative and quantitative approaches. Comparative analysis
was done using the relative impamce of the outputs and the overall weighted scores.

Relative importance (weight) of an output monitored was based on the amount of budget
attached to it; thus the higher the budget the higher the contribution of the output to the sector
performance. Tis was derived from the approved annual budget of each output divided by total
annual budget of all outputs of a particular programme/project. The weight of the output and
percentage achievement for each output were multiplied to derive the weightedalphysic
performance.

Outcome performance analysis was based on the level of achievement of outcome indicators
outlined in the Sector Ministerial Policy Statement or its associated Budget Framework Paper
within a sampled programme. The achievement of the mécadicators relied primarily on
secondary data provided by the sectors from the PBS. The average of the outcome performance
was calculated from the percentage achievement of the indicators. The overall programme
performance is a summation of all weightebres for its outputs and the outcomes in a ratio of
65%:35% respectively. On the other hand, the overall sector performance is an average of
individual programme performances that make up the sector.

The performance was rated on the basis of the iontén Table 2.1.

Table 2.1: Assessment guide to measure performanogprojects monitored in FY2017/18

SCORE COMMENT

90% and §gVery Bobdeged at | east 90%) of K

7089 % GooAMctlii eved at | east Te@@Wwmefs bot

509% 9 % FaiAthi eved at | east 50%) of bot

49% and H{PooAch(ieved below 50% of) both o




2.3 Limitations of the report

The preparation of this report was constrained by a number of factor/name
1 Lack of detailed work plans and targets for some programmes.
1 Lack of disaggregated financial information by outputs which might have affected the

weighted scores.
1 Incomgete financial information fora@hor funded projects, and private implementing
firms. In additionactual utilization of funds was not established where project managers

were not in office.

2.4 Structure of the Report

The report is arrangedtmfour parts with a total ofSlchapters. Paxine covers the two chapters

of Introduction andMethodology; Part two gives financial performance in central government;
while Part three is on physical performance in the 10 sectors monitored. Chaptes theive
financial performance of the central and local governments respectively. Physical paderof

the sectors of Agriculture, Education, Energy, Health, ICT, Industrialization, Microfinance,
Public Sector Management, Roads, Water and Environment constitute chapidrs 5
respectivelyChapter 15 gives the conclusion, while chapter 16 has recodatiens
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CHAPTER 3FINANCIAL PERFORMANCE OF CENTRAL GOVERNMENT

3.1 Introduction

This chapter discusses the oveathualfinancial performance ahe GoU Budget for the FY
201748 and subsequentleviews the detailed budget performance oflt@riority sectors of;
Accountability, Agriculture, Education, Energy, Healttnd Information & communication
Technology. Others ihede Industrialization, Public €ttor Management, Water and
Environment andRoads sulsector.

3.2 Scope

Analysis for the 10 priority sectors was based on the release and expenditures for sector votes
that are on the Integrated Financial Management System (IFM&SBudget Operations Table
(BOT) of Ministry of Finance, Planning dnEconomic Development (MFPED) for the
FY2017/18 was reviewed to triangulate the IFMS budget and release/warrants figures. Votes
with expenditures off the IFMS that include Uganda Revenue Authority (URA) were assessed on
their budget and release performamnd assumed 100% performance at expenditure level.

The detailed analysis excluded external financing and Appropriations in Aid (AIA) as they are
not on the IFMS.

3.3 Overall Financial Performance

The overall Government of Uganda (GoU) approved buftygtY2017/18 was Ug shs 29.008
trillion including external financing, AlA, arrears and debt. The overall GoU budget was revised
to Ug shs 30.840 trillion through a supplementary budget of Ug shs 1.832 trillion. The GoU
approved budget excluding externadancing, AIA and arrears was Ug shs 21.175 trillion. The
allocation to Ministries, Departments, Agencies and MDA&LGs excluding treasury operations
was Ug Shs 12.591 trillion (43% of approved budget), which was revised) t8hs 14.092
trillion (46% of therevised budget)pf which 20% was allocation to the Local Governments
(LGs).

The GaJ release performance to the MDA&s as at 30 June 2018 was Ug shs 13.179 trillion
(94%) and 99% (Ug shs 13.009) was spent ByBMhe 2018

The overall release and exditure performance of the MDA&LGs is shown in table 3.1.

Table 3.1: MDA&LGs GoU Budget and Release performance as at 8Qune, 2018

% of %oof
Approved Budget Revised Budget Expenditure Ug | budget | release
MDAs Ug Shs Ug shs Release Ug shs shs released| spent
Wage 1,682,734,048,033 1,707,310,526,407 1,572,834,817,25] 1,527,245,280,50| 92 97
NonrWage 4,290,958,785,58¢ 5,247,581,682,03] 4,905,302,264,90{ 4,810,650,7%83 | 93 98
Development | 3,984,628,070,16¢ 4,470,385,804,194 4,083,760,207,48( 4,053,790,805,97{ 91 99
Total CG 4




KCCA 9,958,320,903,78% 11,425,278,012761 10,561,897,289,64 10,391,686,838,7| 92 98
Local

Governments

(LGs)

Wage 1,703,996,273,194 1,729,305,234,147] 1,679,836,919,69] 1,679,836,919,69] 97 100
NorWage 780,331,584,154 | 789,293,733,403 | 789,293,733,352 | 789,293,733,352 | 100 100
Development | 148,790,762,956 | 148,790,762,956 | 148,790,762,956 | 148,790,762,956 | 100 100
Total LG 2,633,118,620,304 2,667,389,730,504 2,617,921,416,00( 2,617,921,416,00( 98 100
Grand Total

(MDAs & LGs] 12,591,439,524]09 14,092,667,743,1 13,179,818,705,64 13,009,608,254,7| 94 99

Source: IFMS?, Approved Estimates of Revenue and Expenditure FY2017/18 and®BOT

KCCA and LGs

The approved budgets of 90% of the 10 priority sectors were revised as at 30th Jurieh2018.
sectors with revised budgets were; Accountability, Agriculture, EducatohSports Health,
Water and Environment, Energy and Mineral Development, TourisadeTand IndustryPublic
Sector Managemenityorks and Transpognd LGs.

3.4 Financial Performance of 10 Priority Sectors,

Significant changes occasioned by the supplementary in the development budgets were
registered under; Ministry of Health (MoH) of 37%Uig shs 37bn, Ministry of Tradéndustry

and @operatives (MTIC)-35% to Ug shs 49.085Hnganda Revenue Authority (URA)/% to

Ug shs 77.63bnand Ministry of East Aican Community Affair83% to Ug shs 988 million.

Under the recurrent budgets, significant changes were registered under;yMihMtorks and
Transport (MoWT)38% to Ug shs 84.247band Ministry of Energy and Mineral Development
(MEMD) more than 100% to Ug shs 119.331bn.

Overall, 94% of the revised budgets for the 10 priority secttampala Capital City Authority
(KCCA) and LGs waseleased by 30June 2018. The highest release performance of 102% was
regigered under the Accountabilitgstor. Water and Environment sector experienceddast |
release performance at 67%he overall absorption of funds fdine sectors wa88% of the
funds released. The overall sector performaiocehe 10 priority sectors, KCCA and LGS
shown in table 3.2.

Table 3.2: Sector Budget Release and Expenditure as at30une, 2018

% ofl% % of
Approved Bdgt Budget
Sector Budget Revised Budge Release Ug shy Expenditure Released Spent

852,676,863,198

Accountability 822,323,276,315 872,947,242,605 865,335,644,294 102 99

8 Integrated Financial Management System
® Budget operations Table FY 2017/18
10 percentage of budget released is based on the revised budget



661,271,349,894

Agriculture | 574,472,312,678 563,623,750,752 562,598,717,881] 85 100
820,986,249,494

Education 699,068,676,827 729,358,520,490 720,725,699,705 89 99
661,997,631,81(

Health 598,534,204,468 661,361,220,578 639,78,475,848 | 100 97

Energy an(

Mineral 516,911,617,484

Development 391,698,383,769 466,296,765,214 463,848,178,609 90 99

Water an( 541,227,294,572

Environment| 347,399,791,391 365,157,092,255 361,907,633,442 67 99

Works an( 2,397,266,249,2

Transport 2,356,266,249,2: 2,384,409,551,64 2,385,408,656,34 99 100

Tourism,

Trade an( 148,311,328,228

Industry 107,912,244,818 124,195,054,532 114,010,505,212 84 92

Public Sectda 323,55287,411

Management 323,101,287,410 314,468,598,285 299,811,307,173 97 95
73,008,787,754

ICT 73,008,787,754 65,826,282,469 | 64,036,405,900 | 90 97

Loch

Government 2,667,389,730,5

(LGs) 2,633,118,620,3I 2,617,921,416,0( 2,617,921,416,0( 98 100

Source: IFMS, Approved Estimates of Revenue and Expenditure FY2017/18 and BOT

3.4.1 Accountability Sector

The GoU approved budget for the Accountability Sector for the FY2017/18 was Ug shs
822.323bn (excluding treasury operations). $betor budget was revised to Ug shs 852.676bn
through a supplementary budget of Ug shs 30.35Blmelopment constituted 27% (Ug shs
230bn) of the revised budget and 63% (622.9bn) for recurrent expenditure. The overall release
for the sector was 102 % (Ug shs 872.9bn) of the revised hudigethich 99% (Ug sk
865.33bn) was absorbed by"B0une, 2018The overall budget performance of the sector votes

on the IFMS is shown in Table 3.3.

3.4.2 Agriculture Sector

The GoU approved budget for the Agriculture Sector for the FY2017/18 was Ug shs 574.472bn
(excluding LGs). This was revised to Ug shs 661.27bbrvhich 71% (Ug shs 466.74bn) was
development and 29% (Ug shs 194 for wage and newage recurrent.

Overall the sector realized 85% (Ug shs 563.62bn) of the revised badgdespent 100% (Ug

shs 562.598n) on development and recurrent activitid®ote 152 National Agriculture
Advisory Services (NAADS) realized the highest sector budget release representing 50% (Ug shs
279bn) of the sector revised budget. The NAADS absorbed 99% of the funds released. Vote 152



Ministry of Agriculture, Animal Indusy and Fisheries (MAAIF) realized 23% (Ug shs
151.978bn) from 16% (Ug 83.676bn) in FY 2016/17, although this was attributed extension
services at LGs. Overall performance of the sector votes is shown in Table 3.4.

3.4.3. Education and Sports Sector

TheGoU approved budget for the Education SectoiF{62017/18was Ug sh€99bn (excluding
LGs). The budget was revised to Ug shs 820@nwhich 23% (Ug shs190.94®n) was for
developmentand77% (Ug sh$630br) for recurrent (wage and namage) activitiesThe revised
budget inaliding the LGs was Ug shs 2.163trillion(tof) which 66% (1.433tn) is allocation to
the LGs. 89% (Ug shs 729.358bwf the budget for sector central votes was releamsd 99%
(Ug shs 720bn) was absorbed by'3ine 2018. The LG stxr budget was released 100% and
fully absorbed.

The development budget had a supplementary of Ug shs 2bn for Vote 136 Makerere University
towards training students on animal industry for-saltainability. The recurrent budget for the
sector experiered a supplementary budget of Ug shs 44frwhich 37% (Ug shs 16.4bn) was

for Makerere Universitgdomestic arrears and staff wages.

Overall the sector budget performance (release and expenditure) on aggregate was very good.
The overall budget perforance of the sector votes on the IFMS is shown in Table 3.5.

3.4.4. Energy Sector

The GoU approved budget for Energy and Mineral Development Sector for FY2017/18 was Ug
shs 391.69®n, of which 9646 (Ug shs374.81bn) was for development andbo (Ug shs
16.836bn) for wage and newage activities. The sector budget was revised to U$EB91bn
through a supplementary budget of Ug $B%n. 86% (Ug shs 106.875bn) of the supplementary
was for fulfilment of thermal power purchasing agreements entered wittactmms and Ug shs
18.337bn was for the Uganda National Oil Company and Isimba power stations for development
expenditureOverall the sector realized Ug shs 466.296bn (90% of the revised budget) and spent
99% (Ug shs163.848Im) of the funds released B@" June, 2018.

The overall budget performance of the sector votes on the IFMS is shown in Table 3.6

3.4.5 Health Sector

The GoU approved budg for the Health Sector fdfY2017/18was Ug shs866bn including

LGs and KCCA12% (Ug shsl02.13%n) was fordevelopment an88% (Ug shs763.953n) for

wage and nomvage activitiesThe LG share of the sector budget was 39% (Ug shs 340.944bn).
The central government votes and referral hospitals had a supplementary budget of Ug shs
63.463bn.The supplementary bgdt was in respect of vote 11@&tbnalMedicalStores (NMS)

- Ug shs46bn and Ug sh8.63Mn for other recurrent activitiasnder Vote 151 Uganda Blood
Transfusion Services. Others included, $hg 503M for vote 161Mulago Hospital complex,

Ug shs 396M or vote 162Butabika HospitalandUg shs 3.630bn for Votes63-176 Regional
Referral Hospitals.

The release for the central government votes was Ug shs 661.361bn (100% of sector revised

budge} 97% (Ug shs 639.798bmjasabsorbedhs at 30thlune, 2018The LGs registered 100%
release and expenditure of the Ug shs 340.944bn allocated for health activities
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The overall budget performamof the sector votes as at3une, 2018 shown in Table 3.7

3.4.6 Water and Environment Sector

The GoU approved budgfdr the Water and Environment Sector for the FY2017/18 was Ug shs
406.78®n (including LGs), of whicl84% (Ug shs342.89®n) was for development arid%

(Ug shs63.88%n) for wage and newage activities15% (Ug shs 59.380bn) was the LG share
of the seatr budget and 85% (Ug shs 347.39Pkor the sector central voteShe LG budget
was released and expended 100% By Bhe 2018.

The sector budget for the central votegas revised to Ug sh$41.22'bn through a
supplementary of Ug shE93.828bn to projecl41#Farm Income Enhancement and Forestry
Conservation (FIEFOC 1)

Overall, 67% (Ug shs 365.15bn) of the revised budget was released and 99% (Ug shs 361.907bn)
was absorbed. The low release performance (67%) was on account of a supplementary budget
that did not realize releasesShe overall budget performance of the sector votes is shown in
Table 3.8

3.4.7 Information and Communications Technology and National Guidance

The GoU approved budget for the ICT sectorFd12017/18was Ug shs 73.008bwhich was
118% incease from Ug shs 33.47bnkiY 2016/17.This was on account of expanding the sector
to include National Guidance90% (Ug shs 65.826bn) of the approved budget was released and
97% (Ug sls 64.036bn) was absorbed by'3lune 2018.

The overdlbudget performance of the sector votes on the IFMS is shown in Table 3.9.

3.4.8 Works and Transport Sector

The GoU approved budget for the Works and Transport SectdF¥f@fl17/18was Ug shs
2.379tnof which 74% (Ug sh4.762n) was for development art6% (Ug sh$516.79®n) for
wage and nofwage activities9%% of the sector budget was for central governmentkddGA
and P4 (22.840bn) for LG roads.

The sector GoU budget was revised to UgaB87%n on account of a supplementary budget of
Ug shs 41bn. Uganda National Roads Authority (UNRA) had the highest share of the
supplementary 087% (Ug shsl15bn). This was mainly for compensation of project affected
persons omMbale-Bubulo-Lwakhakha roadThe supplementary of Ug stibbn under Ministry of
Works am Transport (MoWT) was fanaintenance of roads and bridges.

The overall GoU releaseefformance for the sector was 99% (Ug shs 2r384f which 100%
(Ug shs 2.38th) was spent on devgdment and recurrent activitieS.he overall budget
performance oftte sector votes is shown in Table 3.10.

3.4.9 Public Sector Management

The GoU approved budget for the Public Seddanagement (PSM) for the FY2017/0&s Ug
shs965.413n (including LGs) of which 33% (Ug shs323.10bn) was forcentral government

votes and 67% (Ug shs642.31dbn) for the LGs.25% (Ug shs 81.267bn) of the central
government budget allocation was for development expenditure and 75% (Ug shs 241.833bn)
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was for recurrent expenditure. These were revised to Ug shs 81.717bn for development and Ug
shs 249.815bn for recurrent.

The release performance was very good, 84% (Ug shs 67.016bn) of the developmeniasd
released and spent 100%nd 98% (g shs245.904bn) of the revised recurrent budget was
releasedof which 93% (Ug shs 231.295bn) wassarbed by 30 June 2018The LGs registered

100% release and expenditure performance of the budget.

The supplementary budget of Ug shs 450million under the development budget was for
procuring transport equipment under strengthening of the MinistnAGE E

The overall budget performance of the sector votes on the IFMS is shown in Table 3.11.

3.4.10 Tourism, Trade and Industry

The GoU approved budget for the Tourism, Trade Brdustry Sector for the FY2017/1as

Ug shs107.91bn, which was revised to ¢ shs 148.311bn. 50% (Ug shs 72.955bn) was for
development antlg shs 75.356bn for recurre®0% (Ug shs 60.069bn) of the recurrent budget
was released and 83% (Ug shs 50.103bn) was absorbed "byud@ 2018. The sector
development budget had a release88% (Ug shs 64.125bn) and absorbed 99% (Ug shs
63.907bn).

The development budget registered Ug shs 20bn supplementary budget under itesty

of Trade, Industry and Cooperatives dMC), which was 35% of the votapproved
development budgetOvenall, 82% of the budgetvas released and 92% absorbed registering a
very good financial performance.

The overall budget performance of the sector votes is shown in Table 3.12.

3.4.11 Local Governments (LG) Performance

The GoU approved budget fohe LGs (direct transfers} for the FY 2017/18was Ug shs
2,633bn The budgetwas revised to Ug shg,66n, of which Ug sh2,617hn ©8%) was
releasedindabsorbed 100%y 30" June, 2018

The overall budget performance of th8sis included in Table 3.1

3.5 Overall Conclusion

The approved GoU sector budgets foR®@bf the 10 priority sectord&CCA and LGswere
revised as at 30June,2018The highest revision of Ug si93.827bnwas registered undéne
Water and Environmergector, followed byEnergy and Minel Developmentsector with a
supplementary of Ug sh&25.21®n. Other sectors that registered supplementary budgets
included; Education (Ug sh&21.91Dbn), Agriculture (Ug shs 86.79%n), Health (Ug shs

11 This excludes those transfers to LGs that are not directhbatigh other Central Government votes, e.g. Youth
livelihood funds, Uganda Women Empowerment Project funds and Road funds channeled through MGLSD and
URF respectively
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63.463bn) Works and Transport (41bn), Tourism (Ug 408s399bn), LGs (Ug 34.271bn),
Accountability (Ug shs 30.353bn) and PSM (Ug shs 0.450bn).

A low budget release of 67% (Ug shs 365bn) was registered under Water and Environment
sector, this was on account of a supplementary budget granted for the FIER€Cwinich did
not realize any releases by"3lune 2018.

The overall release to MDA&LGs was Ug sh3.179tn (9%6 of the revised budgéf)of which

Ug shs13.009tn(99%) was absorbed. The L& exhibited the highest absorption of 100% for
funds releasednder wage, noavage recurrent and developménidgets The other sectors with
100% absorption included;ghiculture and Works and Transport

The timeliness of release of funds significantly improved especially for the dewahbp
budgets, this resulted mgh absorption levels for the GoU funds.

Key Challenges

1) Revisions of approved budgets throusipplementary budgets in 91% of the sectors
pointed to growing budgetary pressures, poor planning and allocation of funds for both
development and recurrent butigefor example under energy sector, the supplementary
of Ug shs 106bn was for thermal power whose obligations were foreseeable.

2) Budget cuts with the exception of KCCA and LGs, all sectors registered budget cuts, to
some extent even where supplementhoggets were granted these were not fully
funded, as observed in the sectors of Water and Environment, Tourism, Trade and
Industry and PSM. This erodesdget pedictability.

3) Delays in finalization of warrants, although this has improved over the lasOF¥ 1B,
some votes still registered delays in completion of warrants and this affected the
timeliness of availability of funds to some service delivery centres.

Recommendations

1) The MFPED and Bank of Uganda (BoU) should respectively expedite efforts ttheurb
untaxed yet growing informal sector and achieve lower interest rates. This will increase
tax revenue to support the growing government expenditure.

2) MFPED Budget Dectorate should strengthen the scrutiny of sector budget submissions
(BudgetFrameworkPapers andbudgets) for any lapses in the estimates and allocations
made.

3) The MFPED should continue enforcing compliance to reporting deadlines by the
Accounting Officers through sanctions that include suspension of transactions of the
MDA&LGs on the IFMS.

3.6 Budget Preparation Execution and Monitoring Project 1290
3.6.1 Introduction

In an effort to improve public financial management and consistemcyhe economic
development framework, develop an integrated planning and resource allocation frarteework

2 This release performance was 105% of the approved budget.
13 The LGs absorption issaumed 100% as not all votes are on the IFMS and the monitored votes had fully
absorbed.
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ensure alignment of the planning and budgeting instrum@ihis. GoU set out to introduce
Programme Budgeting System (PBS) to ensure resources are allocated in accordance with the
GoU strategic framework, policies and priorities to those areas andesgmroviders that will

enable government at both CG and LG levels to achieve economic growth and development.

3.6.2 Objectives

The objective of project 129Fihancial Management & Accountability Programra@NMAP

[II) component 2 was to ensure timely anedlistic budget preparation, timely and quality budget
analysis, monitoring and evaluation, timely and quality project design and appraisal. This was to
be achieved through the Programme Based Budg@®iBB) and Programme Budgeting System
(PBS).

To tha end, monitoring was conducted to assess achievement of;

1 PBSintegration and testing for all components

1 PBB sector/MDA outcome and output indicators reviewed

1 Development and distribution of PBS user manuals

1 PBS/PBB rolled out to Local Governments (L@sg missions

1 Technical support to budget preparation and monitoring facilitated

3.6.3 Scope

The central government ministrieand District local Governments (DLGS)isited were
purposively selected to reflect regional representation alongside the Maroéi Support Center
zonal/regional offices that form part of the broaflecountability sector programmes

A total of 3ministries and22 DLGs were monitored to assess the implementation of the PBS.
These included; Ministry of Gendetabour and Social Delopment (MGLSD), Ministry of
Finance Planning and Economic Development (MFPE Ministry of Local Government
(MoLG). The DLGs were; Bulambuli, Ibanda, Kiruhura, Lira, Lyantonde, Lwengo, Gulu,
Masaka, Masindi, Nwoya, Oyam, Mbarara, Namutumba, Mbalkis& and Soroti. Others were
Kyegegwa, Kabarole, Kasese, Hoima, Mpigi and Maroto

3.6.4 Performance

The overall performance of the project was at 75% which was very good; the PBS was tested for
all components and was used for budgeting, reporting aaiment planning in the Central
Government (CG) and reporting for LGs.

PBSIntegration and testing of allits components

The ministries were in positionotuse the PBS to compleeidgets which theyproduced and
submitted for the FY 2018/19 in timthis was confirmed in 100% of the ministries visited.

The DLGs confirmed testing of the PBS was conducted; the PBS was introduced and staff were
trained on itsnavigation. The system was used to prepare quarterly reports and the Budget
Framework Paper (BFRYr the FY 2017/18 and FY 2018/19 respectively.
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Budget preparation for the LGs for the FY 2018/Mas done on the PBS by the LGs, however
this process was faced with challenges that led to late submission of the budgets in 100% of the
DLGs.

It was obsergd that itemization of the activities under the PBS to the budget codes was not
aligned correctly and because of the mismatch in these codes, completion of the budgets by the
DLGs and subsequent upload on tRkEIS delayed.

PBB sector/MDA outcome and outpit indicators reviewed

Although these were reviewed and involved participation of some sector staffitiistries
were finding it dificult to measure the outcomeBhis was due to the type of indicators, which
were unrealisticfor examplepercentage ofulnerable persons changing their livelihood was
difficult to measure in a period of one year.

Some indicators were deemed not to reflect the rightful performémcexample- percentage
reduction in workplace accidents presupposes high accidents lgtware this is not achieved
because there is no incident of accidents, the performance would be deemed poor.

The indicators for the central government votes were seen on the PBS, most of them are wrong
indicators and discourage reporting about them.

In the DLGs, there was no shift registered from outputs to outcomes, it was also observed that
outputs related to a fiscal year, however, outcomes were over timé amas important to
recognize a given result chain. This was likely to cause implementatibenges of thé®?BB if

it was going to be measured over a fiscal year.

At the DLGs, the indicators are still at output level for all departments incledingation and
health that offer social services.

PBS Manuals and Dissemination

It was observed that FBmanuals were prepared and distributed to all votes at the central and
LGs.The votes at central government had accessed the soft copies as wedlraimduse for a
year

The DLGs had recently obtained the manuatsich will soon require a review d@se PBS was
undergoing upgrades and periodic changes.

PBS/PBB rolled out to Local Governments (LGS)

The PBS/PBB was rolled out 100% to tt@s, although the PBS wasdergoing upgrades. This
was confirmed by thamplementing team at the MFPED that more upgsaahd changes were to
be effected on the PBS LG modules.

Technical support to budget preparation and monitoring facilitated

The central government votes were satisfied with the technical support given ByFBtED
implementing teamand the PBS coulde tsed to support monitoring.

14 Assessed for its production in FY 2017/18 on the PBS as it was a planned undertaking in the FY 2017/18.
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For theLGs, the training in 100% of the DLGs was found to have been inadedusesame

level of training was given to all staff yet some require detailed training in order to support the
rest of the team working on the PBSr Exampldlanners are the focal persons for the PBS and
require more training than what was given.

The technical support froftMFPED to 80% of the LGs visited was poor, response time to
requests took more than 3 working days. This affects progress obwdhie system.

The sysem was often affected by poontérnet connectivity as well on many occasions the
system was found unavailable (server downtime) that hampered completion of work.

The district political leadership was not considered for training,afiects the technical staff in
having to explain why certain delays occur especially on the budget.

PBS Interfaces with other systems

The PBS interface with the IFMS, IPPS and AMP was yet to be achigv@d" June 2018this
was behind schedule and svaffecting the completion of the project

Conclusion

Overall the PBS is set to improve budget planning, execution and monitoring. The PBS is an
online system which enables submission of completed tasks easily without requiring travelling
long distances tanake physical submissions. Changes made can be accessed instantly by all
MDA and LGs on the system.

The central government votes had less challenges in using the PBS and completing their budgets.
They accessed technical support much faster than the £ Ggdch there was greater appreciation

and use of all components of the system for planning, budgeting and quarterly reporting. There
were challenges with the outcome indicators and measur@eutcomes by the ministries.

The PBS was rolled out in 100% the LGs,however, theyhad challengesnicompleting the
budgets folFY 2018/19, this was on account of system errors, wrong alignment of item codes on
the PBS to those on the budgedes.In some instances the system was not available, this
further delged completion of work.

Challenges

1. Some of the outcome indicators on the PBS are unrealistic as such they cannot be
attributed to given outcomes, this will result into misreporting on the system.

2. Training conducted for the PBS was inadequate especiallyhéoLGs, this made it
difficult to complete the budget for FY 2018/kh9 the deadline.

3. System errors and wrong item codes on the PBS affected timely completion and upload
of theLG budgets.

4. Unavailability of the system/server affects timely completiokef reports such as the
budget

5. Increasedcosts on account of unreliablatérnet and computers to support the PBS
system
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Recommendations

1. The MFPED together with the National Planning Authority (NPA), Uganda Bureau of
Statistics (UBOS) and Office of iRte Minister should improve the outcome indicators
and also link the output indicators to the outcomes.

2. The MFPED should continuously carry out PBS training for key staff and stakeholders at
the LGs and CG. These should includecounting Officers,Plannes, Heads of
Department and district executive committees.

3. The MFPED should support the PBS roll out with a grant for operational costsrand
necessary equipment such as computers to maximize the envisaged efficiencies.

17



Table 3.3: Accountability VotesBudget Performance as at 3% June, 2018

Vote | Vote Approved Budget (Ug Shs)Ug shs Release (Ug Shs)Performance Expenditure Performance % ofl5 | % of
Description Ug shs Budget release
released | spent
Rec(Wage& Devt Rec(Wage& Devt Rec(Wage& Devt Rec | Dev | Rec | Dev
Nonwage) Nonwae) Nonwage)
008 MFPED. | 136,945,886,987 | 141,864,969,028 | 155,911,868,798 | 147,340,822,508 | 154,533,107,141] 143,687,854,19 98 | 104 | 99 | 98
Inspectorate ¢
Government
103 | (IG)Statutory| 40,007,920,319 | 3,925,369,852 40,007,920,319 | 3,925,369,852 40,500,853,087 | 1,494,761,984| 100 | 100 | 101 | 38
Ethics and
112 Integrity | 5,792,176,373 210,596,691 5,866,096,373 210,596,691 5,756,564,897 | 210,596,691 | 100 | 100 | 98 | 100
Financial
Intelligence
129 Authority | 7,709,743,777 465,000,000 8,134,943,777 465,000,000 8,129,64212 465,000,000 | 100 | 100 | 100 | 100
Auditor
General
131 Statutory | 51,044,691,555 | 3,975,509,736 52,387,905,890 | 3,975,509,736 52,260,119,319 | 3,974,203,842| 100 | 100 | 100 | 100
Uganda
Revenue
141 Authority | 310,832,741,716 | 52,639,695,827 310,832,741,716 | 77,639,695,827 | 310,832,741,71€ 77,639,695,827 100 | 147 | 100 | 100
Uganda
Bureau of
143 Statistics | 34,411,205,070 | 18,660,808,740 33,751,001,734 | 18,660,808,740 | 33,554,100,813 | 18,660,808,740 98 | 100 | 99 | 100
153 PPDA 11,082,960,644 | 2,320,000,000 11,082,960,644 | 2,320,000,000 10,881,891,860 | 2,319,701,775| 100 | 100 | 98 | 100
434,000,000
122 KCCA - 434,000,000 - 434,00@00 - 100 | - 100 | -
598,261,326,441]
Total 224,061,949,874 | 618,409,439,251 | 254,537,803,354 | 616,883,021,245 248,452,623,04 99 | 113 | 100 | 98

Source: IFMS July 2018, Approved Estimates of Revenue and Expenditure FY 2017/18 and BOT 2017/18

15 Budget released is compared to approved budget, henceothehman 100% release performance were budgets were revised.
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Table 3.4: Agriculture Sector Votes Budget Performance as &0" June, 20B

Vote | Vote Approved Budget (Ug Shs) Release (Ug shs) Performance Expenditure (Ug shs) Performance | % of | % of

Description Budget release
released | spent
Recurrent(Wage| Devt Recurrent(Wage | Devt Recurrent(Wage | Devt Rec | Dev | Rec | Dev
Nonwage) Nonwage) Nonwage)

010 | MAAIF 81,082,357,619 | 91,806,168,63€¢ 74,902,056,268 | 77,076,032,393 | 74,572,335,354 | 77,070,182,558 91 |84 | 100 | 100
Dairy
Development

121 | Authority 3,835,925,135 2,130,045,788| 3,602,735,386 2,130,045,788 3,602,263,386 2,129,573,787 | 94 | 100 | 100 | 100
National
Animal
Genetic Req
Centre an

125 | Data Bank 3,694,608,286 7,464,216,573| 3,528,706,861 6,806,098,107 3,532,745,265 6,813,385,708 | 96 | 91 | 100 | 100
National
Agricultural
Research

142 | Organization | 29,791,202,385 8,780,493,562| 29,791,202,385 | 7,121,806,690 29,791,20382 7,121,806,690 | 100 | 81 | 100 | 100
NAADS

152 | Secretariat | 5,410,189,673 274,294,648,46| 5,410,189,673 274,294,648,469 | 5,350,902,167 273,759,129,38 100 | 100 | 99 100
Cotton
Development

155 | Organization | 1,825,056,097 4,411,000,000| 15,825,056,097 | 4,079,349,100 15,825,056,059 | 4,079,349,100 | 100 | 92 | 100 | 1@
Uganda
Coffee
Development

160 | Authority 53,589,400,455 - 52,698,823,5635 | - 52,593,78641 - 98 |- 100 | -

122 | KCCA 137,000,000 6,220,000,000| 137,000,000 6,220,000,000 137,000,000 6,220,000,000 | 100 | 100 | 100 | 100
Total 179,365,739,650 395,106,573,02§ 185,895,770,205 | 377,727,980,547 | 185,405,290,654 | 377,193,427,221 91 |84 | 100 | 100

Source: IFMS July 2018, Approw Estimates of Revenue and Expenditure FY 2017/18 and BOT2017/18
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Table 3.5: Education Sector Votes Budget Performare as at 38 June, 2018

Vote | Vote Approved Budget (Ug shs) Release (Ug shs) Performance Expenditure (Ug shs) Performand % of | % of release

Description budget spent
released
Rec(Wage& Non | Devt Rec(Wagek Norn | Devt Rec(Wagek Norn | Devt Rec | Dev | Rec | Dev
wage) wage) wage)

Ministry o
Education,
Science
Technology

013 | and Sports | 162,487,479,203 | 75,931,448,236 | 173,392,078,941 72,155,678,537 | 171,487,740,029 71,947,971,84998 |95 |99 |99.71

128 | UNEB 25,655,296,958 | 1,077,520,811 28,823,482,401 | 1,003,675,274 | 28,807,871,964 | 1,000,81,953 | 100 | 93 | 100 | 99.64

303 | NCDC 8,274,101,867 4,%0,000,000 9,324,534,789 | 3,480,275,055 | 8,659,529,148 | 3,282,438,999| 100 | 76 | 93 | 94.32
Education
Service

132 | Commission| 38,293,169,693 | - 38,293,169,693 | - 38,293,169,692 | - 100 | - 100 | -
Busitema

111 | University | 6,560,258,291 351,530,251 6,560,258,291 | 351,530,251 6,061,710,917 | 351,526,901 | 100 | 100 | 92 | 100.00
Muni

127 | University | 146,620,421,773| 10,159,340,686 | 162,074,656,782 7,790,712,166 | 160,822,365,346 8,293,467,960| 99 | 77 | 99 | 106.45
Makerere

136 | University | 29,205,575,624 | 3,598,768,714 29,205,575,624 | 2,75382,667 29,064,235,286 | 2,645,533,387| 100 | 77 | 100 | 96.06
Mbarara

137 | Universy 26,060,456,745 | 2,800,000,000 26,060,456,745 | 2,234,417,500 | 26,058,455,295 | 2,234,417,500| 100 | 80 | 100 | 100.00
Makerere
University
Business

138 | School 47,336,161,684 | 722,845,106 47,336,161,684 | 722,845,106 46,658,536,542 | 681,693,003 | 100 | 100 | 99 | 94.31
Kyambogo

139 | University | 4,881,146,880 1,500,000,000 4,881,146,880 | 1,500,000,000 | 4,881,146,880 | 1,484,369,166| 100 | 100 | 100 | 98.96
Uganda
Managemen

140 | Institute 28,697,698,105 | 2,500,053,381 28,697,698,105 | 1,858,929,710 | 28,684,12217 1,767,468,940| 98 | 95 | 100 | 95.08
Gulu

149 | University | 7,344,918,041 1,500,000,000 9,255,264,791 | 1,500,000,000 | 8,691,689,285 | 1,500,000,000| 100 |74 |94 | 100
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%

of

% of release|

Vote | Vote Approved Budget (Ug shs) Release (Ug shs) Performance Expenditure (Ug shs) Performanc
Description budget spent
released
Ree(Wage& Non | Devt Rec(Wagek Norn | Devt Rec(Wagek Non | Devt Rec | Dev | Rec | Dev
wage) wage) wage)
Lira
301 | Univesity 6,720,909,657 - 6,803,443,433 | - 6,773,069,646 | - 100 | 100 | 100 | -
Kabale
307 | Univesity 8,902,554,04 600,000,000 15,961,524,986 | 600,000,000 14,797,845,639 | 587,057,375 | 100 | - 93 |98
Soroti
308 | Univesity 5,900,021,079 6,000,000,000 5,900,021,079 | 6,000,000,000 | 4,371,233,790 | 6,000,000,000| 96 | 100 | 74 | 100
122 | KCCA 32,165,000,000 | 2,672,000,000 32,165,000,000 | 2,62,000,000 32,165,000,000 | 2,672,000,000| 100 | 100 | 100 | 100
Total 585,105,169,642 | 113,963,507,185 | 624,734,474,224 104,624,046,266 616,277,722,676 104,447,977,01 99 | 92 |99 | 100

Source: IFMS July 2018 Approved Estimates of Revenue and Expenditure FY 2017/18 and BOT2017/18
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Table 3.6: Energy Sector Votes Budget Performance as 3@" June, 2018

Vote | Vote Approved Budget (Ug shs) Release ((Ug shs)) Performance Expenditure ((Ug shs % of | % of
Description Perfamance Budget release
released | spent
Rec(Wage& Devt Rec(Wage& Devt Rec(Wage& Dewvt Rec | Dev | Rec | Dev
Nonwage) Nonwage) Nonwage)
Ministry of
Energy and
Mineral
017 | Developmer| 16,885,526,808 | 292,836,856,96 123,563,655,43 278,531,945,84 122,206,433,77| 277,771,597,01 100 | 95 | 99 | 100
Rural
Electrificatio
Agency
123 (REA) - 81,976,000,00/ - 64,201,163,897 - 63,870,147,75| - 78 |- 99
Total 16,885,526,808 | 374,812,856,9€¢ 123,563,655,43 342,733,109,7¢ 122,206,433,77| 341,641,74338| 100 | 91 | 99 | 100

Source: IFMS July 2018, Approved Estimates of Revenue and Expenditure FY 2017/18 and BOW/1B
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Table 3.7: Health Sector Votes Budget Perfmance as at 3¢ June, 2018

Vote | Vote Approved Budget (Ug shs) Release (Ug shs) Performance | Expenditure (Ug shs) Performar] % of | % of
Description Budget release
released | spent
Rec(Wage& Devt Rec(Wage& Devt Rec(Wage& Devt Rec | Dev | Rec | Dev
Nawage) Nonwage) Nonwage)
Ministry o
014 | Health 65,795,620,263| 28,839,513,82| 60,220,840,169| 37,467,552,79¢ 57,647,480,778 37,129,429,637 91 | 130 | 96 99
Uganda
AIDS
Commissien
107 | Statutory 7,112,700,572 127,809,000 | 7,112,700,572 | 127,809,000 | 6,981,279,593 | 117,785,924 | 100 | 100 | 98 92
Uganda
Cancer
114 | Institute 6,500,311,728 | 11,929,264,97| 6,500,311,728 | 11,929,264,977 5,298,454,970 | 11,929,108,075 100 | 100 | 82 | 100
Uganda
Heart
115 | Institute 7,595,195,138 4,500,000,00( 7,595,195,138 | 4,500,000,000 | 6,669,122,263 | 4,519,149,332| 91 | 130 |88 | 100
National
Medical
116 | Stores 258,074,897,441 - 304,074,897,441 - 304,074,897,00 - 100 | 100 | 100
Health
Service
134 | Commission| 5,157,163,351 263,399,681 | 5,257,163,351 | 263,399,681 | 4,885,862,536 | 263,399,681 | 100 | 100 | 93 | 100
Uganda
Blood
Transfusion
Service
151 (UBTS) | 9,351,347,860 370,000,000 | 12,981,347,860| 356455,000 12,412,687,781 356,255,045 | 100 | 100 | 96 | 100
Mulago
Hospital
161 Complex | 46,452,958,665| 22,020,000,00( 46,956,325,878| 22,020,000,00¢ 43,555,017,952 22,020,000,00( 100 | - 93 | 100
Butabika
162 Hospital | 9,451,149,251 1,808,140,579 9,847,838,464 | 1,808,140,579 | 9,366,208,078 | 1,807,238,468 | 97 | 100 | 95 | 100
304 UVRI 1,463,929,834 400,000,000 | 6,921,279,107 | 400,000,000 | 6,491,536,588 | 399,99,991 100 |96 |94 | 100
Regional
163 Referrals
176 Hospitals | 73,400,240,63 | 21,317,562,169 77,100,136,669| 21,317,562,169 66,836,635,409 20,433,926,741 81 | 100 | 87 96
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Vote | Vote Approved Budget (Ug shs) Release (Ug shs) Performance | Expenditure (Ug shs) Performar % of | % of
Description Budget release
released | spent
Rec(Wage& Devt Rec(Wage& Devt Rec(Wage& Devt Rec | Dev | Rec | Dev
Nawage) Nonwage) Nonwage)
122 KCCA 15,665,000,000| 938,000,000 | 15,665,000,000| 938,000,000 | 15,665,000,000 938,000,000 | 100 | 100 | 100 | 100
Total 506,020,514,24( 92,513,690,22¢ 560,233,036,37¢ 101,128,184,19 539,884,182,94 99,914,292,900 88| 100| 87| 98
Source: IFMS June 2018, Approved Estimates of Revenue and Expenditure FY 2017/18 and B@/M3A0
Table 3.8: Water and Environment Sector Votes Budget Performance as a6" June, 2018
Vote | Vote Approved Budget (Ug Shs) Release (Ug Shs) Performance | Expenditure (Ug Shy % of | % of
Description Performance Budget release
released | spent
Rec(Wagé Devt Rec(Wage& Devt Rec(Wage& Devt Rec | Dev | Rec | Dev
Nonwage) Nonwage) Nonwage)
Ministry of
Water and
019 | Environmen 25,851,531,324| 268,819,289,26 25,216,985,340| 293,335,205,20] 24,896,545,334 292,729,736,01 98 | 109 | 99 | 100
National
Environmen
Managemer
150 Authority | 12,046,809,092| 1,047,852,994 11,424,760,506| 853,150,551 10,140,915,195 852,864,003 |95 |81 |89 | 100
National
Forestry
157 Authority | 6,344,511,356 | 5,925,197,000 6,333,356,067 | 4,708,949,942 | 6,330,896,727 | 4,519,434,857| 100 | 79 | 100 | 96
302 UNMA | 11,846,622,387| 15,507,977,97{ 11,629,536,604| 11,64548,043 | 10,824,384,487 11,602,856,819 98 |75 |93 | 100
10,000,000 10,000,000 10,000,000
122 KCCA - - 100 | - 99 | 100
Total 56,099,474,159| 291,300,317,23 54,614,638,517| 310,542,453,73{ 52,202,741,743 309,704,891,69 98 | 86 |96 | 100

Source: IFMS July 2018, Approved Estimates of Revenue and Expenditure FY 2017/18 and BOT 2017/18
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Table 3.9: Information and Communications Sector Votes Budget Performance as 30" June, 2018

Vote | Vote Approved BudgefUg shs) Release (Ug shs) Performance | Expenditure (Ug shs) Performan % of | % of
Description Ug shs Ug shs Ug shs Budget release
released | spent
Rec(Wage& Devt Rec(Wage& Devt Rec(Wage& Dewvt Rec| Dev| Rec| Dev
Nonwage) Nonwage) Nonwage)
Ministry 0
Information |
Communicatiot
020 | Tech. 27,238,726,412 15,572,439,68] 24,345,221,971 12,999,597,735 24,037,848,343 12,842,541,170 89 |83 | 99 | 99
National
Information
Technology
126 | Authority 28,283,142,536 1,914,479,123 26,931,464,822 1,549,997,942 | 25,783,157,764 1,372,858,623 |95 |81 |96 | 89
Total 55,521,868,948 17,486,918,806 51,276,686,792 14,549,595,677 49,821,006,107 14,215,399,793 92 | 83 | 97 | 98
Source: IFMS June 2018, Approved Estimates of Revenue and Expenditure FY 2017/18 and BOT2017/18
Table 3.10: Works and Transport Sector Votes Budget Perfonance as at30" June, 2018
Vote | Vote Approved Budget Release Performance Expenditure Performance % of | % of
Description| Ug shs Ug shs Ug shs Budget release
released | spent
Rec(Wage& Devt Rec(Wage& Devt Rec(Wage& Devt Rec| Dev| Rec| Dev
Nonwage) Nonwage) Nonwage)
Ministry o
Works an
016 | Transport | 70,247,693,624 154,299,326,57| 93,429,526,14] 150,558,949,399 93,349,715,271 150,601,196,313 133 | 98 | 100 | 100
Uganda
National
Road
113 | Authority | 131,595,117,91 1,517,800,205,7] 125,26,964,98( 1,532,800,205,7] 125,223,938,99 1,533,940,556,64 95 | 101 | 100 | 100
118 | Road Fun{ 414,953,905,44 2,470,000,000| 414,953,905,44 2,470,000,000 | 414,925,254,2€ 2,467,994,900 | 100 | 100
122 | KCCA - 64,900,000,000 | - 64,900,00000 - 64,900,000,000 | - |100] - 100
Total 109 | 100
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Vote | Vote Approved Budget Release Performance Expenditure Performance % of | % of
Description| Ug shs Ug shs Ug shs Budget release
released | spent
Rec(Wage& Devt Rec(Wage& Devt Rec(Wage& Devt Rec| Dev| Rec| Dev
Nonwage) Nonwage) Nonwage)
616,796,716,95 1,739,469,532,2¢ 633,680,396,54 1,750,729,155,1] 633,498,908,53 1,751,909,747,8}
Source: IFMS July 2018, Approved Estimates of Revenue and Expenditure FY 2017/18 and BOT2017/18
Table 3.11: Public Sector Management Votes Budget Performance as3f" June, 2018
Vote Vote Description| Approved Bdget (Ug shs) Release (Ug shs) Performancqg Expenditure (Ug shy % of | % of
Ug shs Ug shs Performance Budget release
Ug shs released | spent
Rec(Wage & | Devt Rec(Wage & | Devt Rec(Wage & | Dewvt Rec| Dev| Rec| Dev
Nonwage) Nonwage) Nonwage)
Office of thi
003 Prime Minister | 64,437,235,58] 55,865,291,90 66,496,528,584 46,177,954,43 66,014,749,829 46,155,253,14 103 | 83 | 99 | 100
Ministry of Publ
005 Service 19,037,903,129 5,382,758,97] 18,087,161,153 4,820,394,927 15,847,251,704 4,820,313,049 95 | 90 |88 | 100
Ministry of Loc
on Government 29,999,762,96¢ 15,833,249,2§ 28,531,171,957 12,929,788,69 28,239,721,684 12,906,294,87 95 |82 | 99 | 100
East Africal
021 Community Affair 60,280,002,07¢ 538,000,000| 62,853,606,753 988,000,000 | 51,344,164,40¢ 987,999,911 | 104 | 184 | 82 | 100
National Plannir
108 Authorittatutory| 20,607,281,491 1,044,167,98{ 22,464,189,79] 1,044,167,984 22,461,121,13( 1,044,167,506 109 | 100 | 100 | 100
Public  Servic
146 Commission 5,979,288,833| 484,222,142| 5,979,288,833 | 484,22,142 | 5,895,909,634 | 482,539,400 | 100| 100| 99 | 100
Local
Government
147 Finance Comm | 5,028,423,189| 571,699,840 5,028,423,189 | 571,699,840 | 5,028,121,878| 571,699,040 | 100| 100 | 100 | 100
122 KCCA 36,464,000,00( 1,548,000,00( 36,464,000,00( 1,548,000,00( 36,464,00000 | 1,548,000,000 100| 100 | 100 | 100
Total 241,833,897,21 81,267,390,13 245,904,370,2€¢ 68,564,228,02 231,295,040,27 68,516,266,9¢ 102| 84 | 94 | 100

Source: IFMS July 2018, Approved Estimates of Revenue and Expenditure FY 2017/18 and BO/W 18
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Table 3:12 Tourism Trade and Industry Votes Budget Performance as &0" June, 2018

Vote | Vote Approved Budget Release Performance Expenditure Performance % of | % of
Description | Ug shs Ug shs Ug shs Budget release
released | spent
Rec(Wage& Devt Rec(Wage& Devt Rec(Wage& Dewvt Rec| Dev| Rec | Dev
Nonwage) Nonwage) Nonwage)
Ministry of
Trade,
Industry ang
015 | Cooperative] 19,631,916,230| 36,186,545,03] 18,846,452,924| 49,085,770,429| 17,809,185,229| 49,085,095,290| 96 | 136| 94 | 100
Ministry of
Tourism,
Wildlife and
022 | Antiquities| 9,867,147,894 | 6,239,247,744| 9,119,383,492 | 5,941,250,972 | 9,075,218,562 | 5,941,250,972 | 92 | 95 | 100 | 100
Uganda
Tourism
117 Board 10,627,833,560| 553,302,512 | 17,460,633,560| 430,404,605 8,961,297,747 | 261,318,434 16478 |51 61
Uganda
National
Bureau of
154 | Standards| 11,993,461,302| 9,579,748,374| 11,806,367,907| 8,279,037,686 | 11,800,306,210| 8,279,000,322 | 98 | 86 | 100 | 100
Uganda
Export
Promotion
306 Board 2,836,761,450 396,280,720 | 2,836,761,450 | 388,991,507 2,457,242,447 | 340,589,999 100| 98 | 87 88
Total 54,957,120,436| 52,955,124,382| 60,069,599,334| 64,125,455,199| 50,103,250,195| 63,907,255,017| 109| 121 | 83 | 100

Source: IFMS July2018, Approved Estimates of Revenue and Expenditure FY 2017/18 and BOT 2017/18
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CHAPTER 4MICROFINANCE

4.1 Introduction

Microfinance is an important financial instrument for reaching-ilogome households in
Uganda. The focus of the Microfinance s#ttor is to ensure financial inclusion of all
Ugandans. In the last 10 years, the-sabtor has been experiencing significant growth. Two
providers® of microfinance services are in the category of Tier |,'fvaoe in Tier Il and fouf
Microfinance Depositaking Institutions (MDIs) in Tier Ill. Additionally, Savings and Credit
Co-operative Societies (SACCOs) and unregulated Micro Finance Institutions (MFIs) serve the
microfinance market. These institutions are broadly captured as Tier IV institutions.
Furthermore, there are commercial banks offering specific products feintawne households

and communitypased organizations and groups which are operating in villages.

The Microfinance Support Centre Ltd (MSCL) was established to provide financial seovices

the economically active poor Ugandans through SACCOs, Small and Medium Enterprises
(SMEs), MFls, Ceoperative Unions, Producer and MarkgtCooper at i ves, and
SACCOs. hrough t he Go v esrRaoral&inancialdServicesgSarated)ya(3)d6e

MSCL has attained the linchpin status of GoU microfinance programmes, hence a wider role to
play in financing the whole value chain and promoting the sustainability of rural financial
enterprises.

4.2 Microfinance Support Centre Limited
Background

The Microfinance Support Centre Limited (MSCL) was established in 2001 as a Company
Limited by guarantee, fully owned by GoU with the mandate to manage the Rural Microfinance
Support Project (RMSP) and any other Government supported microcredit progratnimse
governed by a Board of Directors appointed by Government. It has so far executed its mandate
through the implementation of fiwgear strategic plans, during which credit and capacity
building services were extended to over 2,000 partner orgamizatountrywide.

MSC is currently in Year 3 of the five year Strategic Plan (209} Theplanmainly focuses on
organizational efficiency, relevance & sustainability.

More efforts are underway to mobilize more funding fribra Japan Internatical Cooperation
Agency (JICA), Islamic Development Bank and introduction of new services and products to
cater for specifically vulnerable groups, women, and special interest areas.

MSCb6s f i r st rarSfiom 2003e2008 end & leral of the periadprovided lessons and
experiences that guided the development of the second Strategic Plain 200065).

The previous MSC Strategic Plan (2002014) also came to an end orf"3une 2014; after
which a detailed performance report was developed, whiared the formulation of the cune
Strategic Plan (20142019)

16 Centenary Bank and Equity Bank
17 Post Bank and Opportunity Bank
1 PRIDE, FINCA, Uganda Finance Trust and UGAFODE
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The Srategic Plan (2014 7 2019) end in June 2019, however as planned in M&E
Frameworkthe company has conductedlaterm reviewof thePlan to;

a. Track overall performance of MSas at June 2016 during the Strategic Plan period

b. Establish the current performance of the Strategic Plan objectives in reference to Tier 1
Strategic Action Plan (SAPs)

c. Review the currenPlan objectives and targetend make projections for the next 3
remaining years of the Strategic Plan.

The above guided the refinement of srategic objectives and targets for FY 2016/1B/19.

The Plan was cascaded into Tier 2 and subsequently Tier 3 for effective implementation. In order
to track the outputshe company develo@mnual work plans aligned to the Plan.

The MSCLseeks to providaffordable financial services to SACCOs, MFIs, SMiBdg aore
importantly financingagricultural chains including assets, inputs, and purchase of crop and other
produce. Tus, the Centre aims at reaching a mass of rural enterprises to deliver services.

In order to take services nearer to the communities, the Centre offers its services through 12
zonal officed® across the country, with each office serving an average distiicts. The MSCL

offers a number of products like; Agricultural loans, Environmental loans, Special interest group
loans, Commercial loans and SME loans for trade, commerce and agriculture.

Scope

The review focused on the annual performance of MSGh®iFY 2017/18 against identified
criteria from the strategic plan 202919. The MSC headquarters and zonal offices of Hoima
Jinja, Lira Kampala, Kabalore, Masaka, MbaMbarara and Soroti were visited. As well,
SACCOsfrom the districts served by the spective MSC zonal offices were sampled and
visited. Discussions were held with MSC headquarter staff and the zonal managers, findings
obtained from the zonal offices were corroborated with the clients served in the SACCOs,
overall MSC annual report as lvas its strategic plan.

Findings

MSC Headquarters
(a) Assessment of MSC source of funding

A total of Ug shs58614n was realized as funds for credit as af 30ne 2018 representing
84% of the budget. Ug shs 12(20% of available credit funds) weranfls from Islamic
Development Bank and Ug shs 31,313bn were reflows for cM8IC did not receive any GoU
credit fund in the FY 2017/18. A summary of funding sources is presentedtthble

19 Arua, Hoima, Jinja, Kabale, Kabarole, Kampala, Lira, Masaka, Mbarara, tbjok@mpala and Sorotf?
Exclusive of interest income but including opening balances from FY 2016/17.
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Table 4.1: Sources of funding for MSCL for the FY 2017/18 (nllions

Funds brought forward 4 24,000 0 0
credit for operations

GoU credit support funds | 9,000 - -
IDB Funds (carried forward] 12,000 27,301 228
Reflow®for credit 24,000 31,313 130

Source: MSCL Headquarters

Interest rates

The MSC continued to offer the lowest interest rates to its clients ranging from 9% per annum
for SACCGs- Agricultural loans, 13% folSMEs 17% for the commercial loans and 11% for
teacher8 SACCO. Thiswas below the market rat¢hat rangedbetween 2% to 24% by
commercial banks.

Credit Disbursement

For the FY 2017/8, MSC annual total disbursements on both cotweal & Islamicfinancing
stood at Ugshs 64460,786,02bn with a total number of 493 loans as compared tpshs
37,553,793,037 and 398an facilities in the FY 2016/17. The annual disbursements during the
FY on conventional lending were 420 loans vdla¢ Uy shs 30,458,631,934dn compared to g

shs 33,417,793,030n. The annual disbursements under Islamimancing were W shs
31,783,154,083n to 73 projects. The performance on disbursemgngsv by 10% to 110%
compared to the annual target of Bhs56480,000,000 with the main contributing factor to the
tremendous growth being availability of demand for funds under Islamic finance. Compared to
the previous FY 2016/17, the value disbursed to the conventional loans has reduced $ftem U
33.4bn to g shs 30.5bn. While the value disbursed under Islamic financing increased fgom U
Shs4.1bn to 4 $hs31.8bn.

The targeted lead time for loan processivas 30 dayshowever on average thedd time for
new c¢l| i enketveen ana twgeanda-half months The highest number of client
segment reached waslamic financingwhich absorbed46.30% followed by SME loans
(agriculture &environment and SACCO agriculture/commerce) at 25%. Group loans registered
6.90% compared to 3% in FY 2016/17. The disburserpeniproduct as at $0June, 2018 is
shown in figure 1.

20 Exclusive of interest income but inclugj opening balances from FY 2016/17
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Fig 1. Credit Disbursements per Product
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Source: MSCL Headquarterand field findings

Zonal Disbursements

Kampala zone with theiggest region had Ug shs 21.@83disbursed, the highest in value of
regional loans disbursed. This performance was bettertitteeY 2016/17 of Ug sh8,966bn.
This improved performance was attributed to the enrolmentarhislfinancing which increased
the volume of funds availablerf onward lendingThis was followed by Kabarole zonal office
with total disbursements of Ug shs 11,250bn representing 60% increase from the FY 2016/17.

The poorest performing zone wadoroto with total divursements of Ug shs 1,028b
representing 1.5% prmance of the total disbursements for the FY 2017/18. This was
attributed mainly to lowbusiness activityin the region and the negative attitude clients
towads Islamic financing. Details of the zonal performance are shown in table 4.2.
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Table 4.2: L oan Disbursementperformance by Zone FY 2017/18

Zone No of loans Value of Loans (Ug shs)
2016/17 2017/18 | % achieved | 2016/17 2017/18 % increase
achieved

Arua 7 15 214 886,177,000 | 1,275,000,000 |43

Lira 40 62 155 737,000,000 | 1,800,000,000 | 144
Head 34 48 120 800,000,000 1,790,690,000 | 123
Offie

Hoima 13 30 230 860,000,000 | 2,480,000,000 | 76

Jinja 27 17 (62) 1,171,000,000] 1,741,000000 | 48
Kabale 35 35 100 3,671,000,000 | 4,100,000,000 |11
Kabarole | 47 94 200 7,010,000,000] 11,250,000,000 | 60
Kampala | 46 54 117 8,996,795,117 | 21,093,000,000 | 134
Masaka | 10 30 300 790,000,000 | 3,224,000,000 | 30
Mbale 16 63 393 540,000,000 | 4,402,000,000 |15
Mbarara |57 69 121 6,982,820,000| 10,147,000,000 | 45
Moroto 15 28 186 877,000,000 | 1,023,000.000 |16
Soroti 9 24 266 156,000,000 | 1,059,000,000 |57

Total 356 569 159 33,477,792,11 64, 460,786,021| 92

Source: MSCL Headquarterand field findings

Growth in Portfolio
The portfolid* grew from Ugshs 65.768n to Ugshs 86.474n translating ta31% (Ug shs

20.7on) growth in FY2017/18 The growth in portfolio was contributed by the different zones;

the highestgrowth rateof 330% was registered under Mbaleonal office.In terms of valug
Mbarara zonal office had the highest growth performance a$Hdg4,22Bn. Overall growth in
portfolio was contributed by the availability of demand for funds under Islamic finahke.
portfolio growth performance for the last thf€ésis shown in table 4.3.

Table 4.3 Growth in Portfo lio for FYs 2015/16 2016/17 and 2017/18

ZONE FY 2015/16 FY 2016/17 FY 17/18 Growth/Decline
Head Office 453,273,009 666,339,024 1,619,78000 953,449,976
Kampala 18,343,431,563 21,233,416,022 | 25,274,000,000 | 4,040,583,09
Jinja 1,192,124,907 1,447,417,418 | 2,939,000,000 | 1,491,582,58
Mbale 1,335,016,981 1,124,97933 4,844,943,300 | 3,719,968,36
Soroti 1,050,650,042 658,416,761 1,182,000,000 | 523,583,239
Moroto 1,102,136,107 1,221,486,891 | 118,956,111 -1,102,530,780

21 portfolio is the total credit funds disbursed to clients after appmaisaan applications from clients.
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ZONE FY 2015/16 FY 2016/17 FY 17/18 Growth/Decline
Lira 762,930,508 906,985,405 1,497,000,000 | 590,014,595
Arua 1,795,393,963 1,728,934,172 | 1,747,22000 18,487,828
Hoima 1,903,221,924 1,618,388,572 | 3,125,000,000 | 1,506,611,42
Kabarole 12,533,710,899 12,641,137,568 | 16,000,000,000 | 3,466,289,10
Masaka 3,037,792,788 1,818,636,866 | 3,749,000,000 | 1,930,363,13
Mbarara 11,382,540,784 13,176,661,096 | 17,400,000,000 | 4,223,338,90
Kabale 6,370,230,776 7,521,684,006 | 8,240,149,732 | 718,465,726
TOTAL 61,262,454,251 65,764,478,734| 86,474,919,41] 20,817,866,466

Source: MSCL Headquarters and field findings

Steady growth in portfoliavas realized in Hoim, KabaroleMbale, Masaka and Soratbnes
Attention was drawn tdMoroto zonewhose portfolio dropped sharply, due low business
activity in theregion.

Quiality of Portfolio

The P.A.R > 30 days for conventional loans wa% Bhd 11% for Islamic finarecportfolio. In
addition the gross portfolio as at eoidJune 2018 was Ughs86.4n. The target PARvas10%
and the overall PAR registered was 14%. This indicates a high risk efenowery of loaned
funds.

The MSC achieved a repayment rate time forloans issued of by 30" June 2018, as
compared to 57% achievedas at 3t June 2017Low repayments of SACC®on account of
poor governance and cliengfdults on loan obligatioreffectedthe company portfolio

Increase coverage of MSC services

The company intensified the engagement and development of reference SACCOs across all the
MSCO6s zones. As a result, 18 reference SACCOs
number of reference SACCOs, including those established from the preuvianterg, to 126 in

84 districts This is partly attributed to the new clients accessing loans majorly in the category of
groups and the Islamic financing.

Zonal Offices Monitored

The MSCoffersa number of products administered throughli2 zonal office. For theannual
review FY2017/18the zonal offices oflinja, Hoima, Kampala, KabargldMasaka,Mbale,
Mbarara Moroto and Soroti were visited

The products offered to clients inclutle

9 Agricultural loans: Target institutions/enterprises supporting esrgaged in primary
agricultural production, agro processing and marketing. The loan period ranges between
2-4 years with a grace period ofl2 montls and an interest rate of 9% per annum.

1 Small and Medium Enterprises (SME) Development fund This fund intudes loans
and leasing options for SMEs. It has a maximum loan period of four years wifl2 a 6
month grace period and interest rate of 17% per annum for trade and 9% for agriculture.
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1 Commercial loan: It targets SACCOs, MFIs and is offered at an interate of 13%

with a maximum loan period of 2 years.

Others wereTeacher8loans issued at 11%, Environment at 13%, Special interest loans
and group loans at 13%.

Islamic Finance this fund is open to anyone and is guided hy principles of Islamic
(shariah) law. It emphasizes moral and ethical values in all dealing, prohibiting the
payment or receipt of interest (riba), investment in businesses dealing in pigs, alcohol,
and prostitution and gambling, among others.

Hoima MSC Zonal office serves thaine districts of Buliisa, Hoima, Kagadi,Kakumiro,
Kibaale,Kiboga, Kiryandongo Kyankwanzi and Masindi.

Hoima MSC zora office disbursed Ug shs 2.480 which was 12% perfornance of the target
(Ug shs 2bn)The cunulative repgiment rate was 78 againsthe annual target of 85% and this

was dueto some clients PEDRO and KESPA with arrears amountindgtehs35million. The
Hoima zonal office cost to income ratio of 0.4:1 was within the target (0.681&)zonal office
was ableto have a referené€SACCO in 6 of the 9 districts (66). The districts of Kibaale,
Kagadi and Bulsa have weak SACCOs much as business development servidesehagven

throughout the yeathe SACCOs are yet to qualify to be reference SACCOs.

The deailed performance of Hoimzoral office is shown in table 4.4
Table 4.4: Hoima MSC Zonal Office Performance by 3@ June, 2018

No | Indicator Benchmark Target FY Actual FY
2017/18 2017/18

1. | Value of loans disbursed during the| According to the ann 2in 2.480h
in (Ug shs billions) work plan

2. | Cost Vs Income ratio Costs <1 0.68:1 0.4:1

3. | Repayment rate (on time) 95% 85% 73%

4. | Value of outstanding loan portfolio (| Increasing from prior y¢ 2.1lm 3.125h
billion)

5. | Portfolio tARisk (P.A.R)>90 days (Val|l Not> 15% of total o/s || 6% 1.4%
Ug shs Billion) portfolio

6. | Percentage increase in no of clients| Increasing from prior y§ 100% 100%
follow on loans

7. | Existence of reference SACCO/ Distr] 1 SACCO padistrict 9 6

Source: MSC Hoima Zone

Kinyara SACCO is found in Masindi District ansl duly registerd with total membership of
2,185 (1,760 male, 32female, 88 youth, 14roups, 2institutions) as at 30June 2018. The

22 Model SACCO is expected to be supported develop for diatiict served
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SACCO had total savings of Uchs 1.276h and share capital of Ughs 455million. The
SACCO had a functional board of seven members.

The SACCO is servicing a business loan of $4g 400million at an interest rate of 13%he
MSCL trained stafandboard membrs in product development, business development services
and support supervision. No training was received from PROFIRA.

Jinja MSC zonal office serves distriai§ Bugiri, Buyende, Igangalinja, Kaliro, Kamuli, Luka,
Mayuge,Namayigo,and Namutamba. Theonal office disbursed Ug shs741bn against a target

of Ug shs1350n (128% performance). The portfolio at risk greater than 90 days was 2.42%
against a target of 2%. The cumulative repayment rate was 70% which was bel8%%4he
target.Costto income ratio was 0.8:1 against a target of 0.8:1.The zonal office was able to have
a referenc® SACCO in 9 of the 10 districts (90%). The performance of the zone is summarized
in table4.5.

Table 4.5 Jinja MSC Zonal Office Performance as at 3¢ June, 2018

No.| Indicator Benchmark Annual Actual FY 2017/18
Target
1. | Value of loans disbursed durin| Not according to {1 1.350bn 1,741bn
period in (Ug shs billions) annual work plan
2. | Cost Vs Income ratio Costs< 1 1.8:1 1.8:1
3. | Rgpayment rate (on time) 95% 850% 70%

4. | Value of outstanding loan pol Increasing from priory 2.106bn | 2.939bn
(Ug shs billion)

5. | Portfolio At Risk (P.A.R)=89s| Not> 5% of total o/s I{ 2% 2.42 %
(Value in Ug shs Billion) portfolio

6. | Percentage increase in no of c| Increasing from prior Y
taking follow on loans

7. | Existence of reference SAQ 1 SACCO p#istrict | 100f 10 | 9 of 10
District

Source: MSC Jinja Zonal Office

The SACCO, locad in Jinja district was fully registered witt990 female and 055 male
members, 10froups and 13 institutionsith a vibrant board of seven membaraithe required
committees.

The SACCO is currently servicingtae a ¢ loanroféUsy shsb0 million from the MSCat an
interest rate of 12% and to members (teachers) at 2.5%lts/motal portfolioas at June 30
2018 was Ug shs 688llion. Other services received from MSC include technical support on
capacity building and training on saving and credit rganzent. TheSACCO received

22 Model SACCO is expected to be supporaeddevelogdfor each District served
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continuous training froMPROFIRAIn financial management, credit and default management,
savings and other product development for both management staff and board. The SACCO uses
PROFILA templates to report

Kabalore MSC Zonal officeesves the seven districts of Blibugyo, Kyegegwa,Kabalore,
KamwengeKaseseKyenjojo and Mubende.

Kabalore MSC zonal offee disbursed Ug shs 11.250which was 125% performance of the
target (Ug sh®bn). The repayrant rate declined to 61% against the annual target of 85% and
this was due one big clieamwenge Community Development Project with arrears ablgve
shs385million. The zonal office cost to income ratio of 0.2:1 was within the target (0Thé).
office was able to have a refereAt&SACCO in 7 of the 9 districts (77%)he detailed
performance of Hoima zonal office is shown in tahle

Table 4.6: Kabarole MSC Zonal Office Performance by 3@ June 2018

No | Indicator Benchmark Target FY Actual Fr
2017/18 2017/18

1. | Value of loans disbursed during the | According to the ann 9 11.250b
in (Ug shs billions) work plan

2. | Cost Vs Income ratio Costs <1 0.4:1 0.2:1

3. | Repayment rate (on time) 95% 85% 61%

4. | Value of outstanding Iparifolio (Ug sl Increasing from prior y¢ 16m 15m
billion)

5. | Portfolio At Risk (P.A.R)>90 days (V| Not> 15% of total o/s I{ 1% 9.8%
Ug shs Billion) portfolio

6. | Percentage increase in no of clients| Increasing fromaqoryear 100% 100%
follow on loans

7. | Existence of reference SACCO/ Disty  1/District 9 7

Source: MSC Kabalore Zone

The SACCO is located in Kabalore District wittB09 (799 male, 415 female, &foups 8
institutions) fully regigered members with totahare capital of Ug shs 8&illion. It has a
functional board of seven membeirhe SACCO did not apply for funds from M$& the FY
2017/18 The MSCL conducted traimgs in credit management arslipport supervision.
Howevermore is expected from MSCL in terms of decentralization ofelices at the zonal
office to reduce the cost of transport espégidlring signing of loans. KyyegwaSACCO
signed a memorandum of understanding with PROFIRAhautbenefited through onsitand
offsite trainings. PROFIRA promised tpansor two staff members of Kyegwa SACCO for
trainings in Microfinance.

24 Model SACCO is expected to be supported develop for diatict served
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BanyakyakaSACCO is located in Kabalore District witdipproximately 200 members with
total loan portfolio of Ug sh 113million.The SACCO received credf Ug shs 200million in
2016 at an interest rate of 13%d.he MSCL conductedsupport supeision, however the
SACCOwasdisorganized and the new manager complained of lack of coordinationebetwe
members and the formé&oard The SACCO had internal problemsghich affected their loan
repayment rate hence arrears of Ug shs 120million. Banyal8a&&O fadnot benefited from
PROFIRA.

The SACCO is found fullyregstaes ansl eonsitutes withil@ltmembers 6 s
as at 3t June 2018lt has asoundboard that formmthe differenn subcommittees and sistaff
members.

It accessed 2 loans from MSC and is currently serviailogin of Ugshs 40 millionreceived in
January 201@t an interest rate of 1198y July 2017, it hadh balance of Ug shs 6rillion.
MSC offers monthly momering and supervision services. No trainings were received from
PROFIRA.

Kampala zonal office serves 12 districts; Buikwytambala, Buvuma, Gombe, Luwero,
Kampala, Kayunga, Mityana, Mukono, Mpigi, Nakasongola and Wakiso.

Kampala MSC zonabffice disbursed Ug shs 17.660bvhich was 116% performance of the
target Ug shs15.2on) attributed to Islamic financindJg sh4.0.46bn) Kampala zonal office

was able to recover Ug shs 32m from previously written off loans, which improved the overall
PAR for the zone to 6.8% against a target of 15%.

The cumulative repayment rate was 76% which was above the target of 50%, this was on
account of recoveries from big clients. The zone had a 15% increase in outstanding pbigfolio
shs25274bn against the target bfg shs24m. The Kampala zonal office is profitable with a
cost to income ratio of 0.1:1against the target of 0.1:1.

The performace of the zonal office is shown in taldle.

Table 4.7 Kampala MSCL Zonal Office Performance as at 3 June 2018

No | Indicator Benchmark Target Actual FY|
2017/18(Ug Shs] 2017/8(Ug Shs)
1. | Value of loans disbursed durin{ According to the ann 14.2in 21.093b
period in (Ug shs bidjon work plan
2. | Cost Vs Income ratio Costs <1 0.1:1 0.1:1
3. | Repayment rate (on time) 95% 80% 63.7 %
4. | Value of outstanding loan portfol| Increasing from pr 24n 25.274b
shs billion) year
5. | Portfab At Risk (P.A.R)>30 ¢ Not> 15% of total { 8% 12.99%
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No | Indicator Benchmark Target Actual FY|
2017/18(Ug Shs] 2017/8(Ug Shs)
(Value in Ug shs Billion) loan portfolio
6. | Percentage increase in no of ¢ Increasing from pn O 95
taking follow on loans year
7. | Existence of reference SA({ 1/District 130f 13 12 of 13

District

Source: MSC Kampala Zone

Mbale MSC Zonal office serves the 15 distisctof Budaka,Bududa, Bukedea, Bukwo,
Bulambul, Busia,Butaleja,KapchorwaKibuku, Manafwa,Kween,Mbale, Pallisa,Sironko and
Tororo.

Mbale MSC zonal office disbursed Ug shs 4.88Iwhich was 285% performae of the target
(Ug shs 1.540Mm) attributed to Islamic financing. The cumulative repayment rate was 64%
against the annual target of 80 The Mbale zonal office was not profitable withcast to
income ratio of 0.93:1, hoping to minimize operational costs when profits from Islamic are

earned. The detailed performance of Mbale zonal office is shown irdt&ble

Table 4.8: Mbale MSC Zonal Office Performance by 3@ June, 2018

No | Indicator Benchmark Target FY Actual FY
2017/18 2017/18

1. | Value of loans disbursed during the| According to the ann 1.540h 4.198h
in (Ug shs billions) work plan

2. | Cost Vs Income ratio Costs <1 1:1 0.39:1

3. | Repayment rate (on time) 95% 80% 64%

4. | Value of outstanding loan portfolio ({ Increasing from prior y¢ 2in 4.844h
billion)

5. | Portfolio At Risk (P.A.R)>90 days (V| Not> 15% of total o/s || 3% 9.95
Ug shs Billion) portfolio

6. | Percentage increase in no of clientgg| Increasing from prior y¢ 100% 100%
follow on loans

7. | Existence of reference SACCO/ Distr|  1AHistrict 16 6

Source: MSC Mbale Zone

Pallisa Teache@ésSACCOis located in Pallisa District with 752 fully registered nibems and a
board of nine membsr
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The SACCO received credit of Ug shs 50million at an interest rate of 11% from MSCL in
February 2016 and was fully serviced by Febru&i82The SACCO receiveddming for staff

and board on filling returns, financial Irecy and record keeping. Pallisa TeacG&84ACCOhad

not benefited from PROFIRA.

Mbarara Zonal offices serve the districts of Buhweju, Bushenyi, Ibanda, Isingiro, Kiruhura,
Mbarara, Mitooma, Nsiika, Ntungamo, Rubireaid Sheema. The number of loans disbursed in
theFY2017/18 was 69 and the value of loarsbdrsed was Ug shs 10.147ba@inst a target of

Ug shsllh (92.2% performance)lhe disbursements were affected by reduction in staffing
levels. The cumulative repayment rasehieved was 56.3% (88% Islanfinancing against a
target of 95%.Repayment rate was affected by four big clients whose payments delayed.
However, three of these have since cleared the#aesr These include Banyankolevéterana
Union, Ishaka Farmerand Realife. The Mbarara zonal office cost to income ratio was 0.8:1
against a target of 0.25:&nd at least had a reference SACCQLout of 10 districts. The
detailed performance of the zonal office as &t Bne 2018 is shown in tabie9,

Table 4.9: Mbarara MSC Zonal Office Performance as at 3% December 2018

No | Indicator Benchmark Target FY 2017/] Actual FY 2017/1
(Ug Shs) (Ug Shs)

1. | Value of loans disbursed durin{ According to the ann 11bn 10147bn
period in (Ug shs billions) work plan

2. | Cost Vs Income ratio Costs <1 0.25:1 018:1

3. | Repayment rate (on time) 95% 95% 88%

4. | Value of outstanding loan portfol| Increasing from pn 18.bn 17.4bn
shs billion) year

5. | Portfolio At Risk (P.A.R)>90 | Not> 15% of total ( 0.2% 8.49%
(Value in Ug sBdlion) loan portfolio

6. | Percentage increase in no of ¢ Increasing from pr 63 69
taking follow on loans year

7. | Existence of reference SA({ 1/District 10 10
District

Source: MSC Mbarara Zone

The SACCO, locatedn Kiruhura District was fully registered witt20,000 membersand a
vibrant board of seven members with the required committees.

The SACCO is currently servicingtaacherdoan of Ug shg.00 million from the MSCat 11%

and expect mre Ug shs 200million (commercial loanat 13%.lts total share capitals at 3

June was Ug shs Hb. Rusheere SACCQ@eceived little support supervision from MSC and
more is expected in terms of financial services campaign and business develsgmees,
financial literacy centre to equip beneficiaries about the loan product and low interest rate being

39



a government based projethe SACCO interfaced with PROFIRAough it didnot have much
impact onthe SACCO.

The SACCO is found in Iban@dDi st r i ct . istdred @rsl conatitutéd ywithr18044(9859
male,4478female,612 youth,25groups,and 40 institutiomsinbers as at $0June 2018 he
SACCO has a sound board who form the different subcommittees and it has six staff members.

It has acessed a loan from MSQ@f Ug Shs 20 million received in May 2017 and was
completed in April 2018. ISSIA SACCO has a loan portfolio of Ug shs 3.6billion as"ais@
2018.

The SACCO receivedo training from MSCL as expected however some monitoring and
mentoring is occasionally donéhe SACCOhas not benefited from PROFIRA.

Masaka zonal office serves nine districts; Bukomansimbi, Kalangala, Kalungu, Kyotera,
Lwengo, Lyantonde, Masaka, Rakad Sembabule. The zonalfafe dsbursed Ug shs 3.24b
against a target dfig shs 3.4h (95.2% performance). The repayment rate was 54.6%, which
was a decline against the target of 80Pke zone attained 100% increase in the number of
clients taking followup loans (55 out of 55) againsin annual target of 75%. Outstanding
portfolio was Ug shs 3.748bagains the target of Ug shs 3.Ab Masakazonal office was
profitable with acost to income ratio of 0.4:1 against the target of 0.5:1. The zonal office was
able to have a refererf@&SACCOin 8 of the 9 districts (88 %). The performance is summarized
in table4.10

Table 4.10: Masaka Zonal Office Performance as at 30 June, 2018

No | Indicator Benchmark Target FY 2017/] Actual FY 2017/1
(Ug Shs) (Ug Shs)

1. | Value of loans disbursed giutie| According to the ann 3.4m 3.324h
period in (Ug shs billions) work plan

2. | Cost Vs Income ratio Costs <1 0.5:1 0.4:1

3. | Repayment rate (on time) 95%

4. | Value of outstanding loan portfoli Increasing from prn 3.4lm 3.749h
shs billion) year

5. | Portfolio At Risk (P.A.R)>90 | Not> 15% of total ( 7 6.8%
(Value in Ug shs Billion) loan portfolio

6. | Percentage increase rinmberof | Increasing from pr 100%
clients taking follow on loans year

7. | Existence of reference SA@IIxict  1/District 8 9

Source: MSC Masaka Zone

25Model SACCO is expected to be supported develop for each District served
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Lukaya SACCO is located in Masaka Distridt. is registered with2,317 (1,085 male, 1113
female, 43nstitutions and 72groups)embers and a fully constituted board.

It receivedUg shs 30 millionfrom MCSL in November 201{commercial loan at an interest
rate of 1836. The SACCOdoan portfolio as at 30 June 2018 wasUg shs B5million. Other
services provided by BICL included technical support, trainings foanagenentand staffin
credit policies trained extension teams on the importarfcBACCOs and financial literacyhe
SACCO hadot benefited from PROFIRA.

Moroto MSC zonal office serves 7 districts; Abimmudat, Kaabong, Kotido, Moroto,
Nakapiripirit, and Napak. The zonal office disbursed Ug shs 1,023bn against a taridgt of
shs1.5h (68% performance). The portfolio at risk greater than 90 days was 12.4% against a
target of 5%. The cumulative repayment rate was 52% which was below the 836 ta
Repayment rate was affected by lowsimess activities in the regiofihe percentage increase in

the number of clientsaking follow-up loans was 90.5% which was godthe zonal office was

able to have a refererf€6SACCO in 4 of the 5 districts (80)%The performance dhe zone is
summarized in tablé.11

Table: 4.11Moroto MSC Zonal Office Performance as at30" June, 2018

No. | Indicator Benchmark Annual Actual FY 2017/18
Target

1. | Value of loans disbursed durin N@ according to th 1.5m 1.023h
period in (Ug shs billions) annual work plan

2. | Cost Vs Income ratio Costs <1 11 1.02:1

3. | Repayment rate (on time) 95% 85% 52%

4. | Value of outstanding loan pol Increasing from pn 118,956,111 30,000,000
(Ug shs hillion) year

5. | Portfolio At Risk (P.A.R)>90 | Not> 5% of total o/s I{ 1% 12.4 %
(Value in Ug shs Billion) portfolio

6. | Percentage increase in no of g Increasing from pr
taking follow on loans year

7. | Existence of reference SA(Q 1/Digict 50f 5 4 of 5
District

Source: MSC Moroto Zonal Office

Soroti zonal offices serves the districts Avholatar, Amuria, Dokolo, Kaberamaido, Katakwi,
Kumi, Ngora, and Serere & Soroti. Thiecé disbursed Ug shs 1.08bgainst the t@et of 1.5im
(80% performance).

26 Model SACCO is expected to be supported develop for each District served
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The value of outstanding loan portfolio as af' 30ne2018 was Ug shs 1.182bThe cumulative
repayment rate achieved was 48% against a target of 85% pointing to inefficiencies in loan
recovery. Soroti zone is on courgesustainability with the cost to income ratio of 0.6:1 against
the target of 1:1which was attributed to increased disbursements and growth in portfolio. The
zone had a reference SACCO in 5 out of 7 districts (71%).

The detailed performance of the offiae at 3t June 2018 is shown in taiel2
Table: 4.12Soroti MSC Zonal Office Performance as at 30 June, 2018

No | Indicator Benchmark Target FY 2017/] Actual FY 2017/]
(Ug Shs) (Ug Shs)

1. | Value of loans disbursed durin{ According to the ann 1.05bn 1.5m
period in (Ug shsidnils) work plan

2. | Cost Vs Income ratio Costs< 1 11 0.6:1

3. | Repayment rate (on time) 95% 48% 85%

4. | Value of outstanding loan portfol| Increasing from pn 0 1.182h
shs billion) year

5. | Portfab At Risk (P.A.R)>90 d Not> 15% of total ( 0% 19.67%
(Value in Ug shs Billion) loan portfolio

6. | Percentage increase in no of ¢ Increasing from pr 100% 75%
taking follow on loans year

7. | Existence of reference SA(Q 1/Distat 7 5
District

Source: MSC Soroti Zone

KachaboiSACCOwas monitored to assess the performance of Soroti MSCL zonal office. The
SACCO is located in Kumi District with 400 active registered members and a functional board.

It receivedanagricultural loan of Ug shs 20 million in 2016 at an interest ragofrom MSCL
and was fully servicedThe SACCO received dming on creditmanagementand MSCL
occasionally conducts support supervision2017, PROFIRA trained thdadf and board on
credit management, loan deft, appraisal and supervision.

Implementation Challenges

The MSC zonal offices experienced challenges that included;

¥ Poor governance and management in several SAGESDHingin misappropriation of
funds, theft, collusion,rad endemic fraudlhis greatly affected the MSC portfolio.

¥ Understaffing at the zonal offices, as wasserved in MbaleSorotiandMoroto.

W Stringent requirements that discouraged SACCOs from borrowing.
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General Performance of SACCOs
The assessmeanf the performance of the MSCL was extended to soA@Cs to find out;

1 If they obtained a logs) from the MSCL.

1 The adequacy and relevancy of any other services received from the MSC.
1 The governance of SACCOs served by the MSC (board and committees).
1 Services received from PROFIRA

The 12SACCOsmonitored included; Kinyara Sugar WorksdlLAlutukot SACCO,Nakanyonyi
GoodshepherdRusheere SACCASSIA SACCO,Lukaya SACCOPalisaTeacher6 SACCQ,
Kyegegwa SACCO, Banyakyak®ACCO, Kasese TeacherdMpanga Tukwataniizeand
Kachaboi SACCO LtdInterviews were held wittDistrict Commercial Officers RCO9 of
Hoima, Ibanda KaseseKiruhura, Kumi, Kyegegwa Lira, MasakaMbale,Oyam and Soroti.

It was observed that the average loan processing timthéWMSC was me tooneanda-half
montrs, from the past two months plus lead tini&is is againsthe target of one montthus a
fair improvement55% of SACCOs receivkebusiness development servitesning from MSC
which was on a lower sid&8% of the SAC©Os knev about PROFIRAand the services it
renders.

It was noted from 5% of the SACCOs thaDCO from the respectiveLGs carried out
supervisory rolesThe DCOs noted that the low number of SACCOs supported by MSC
especially in the eastern region was atiiéal tq

91 Low business activity and high default by clients. Those that are doing business seem not
to understand the business environment. Most of the clisitailteddue to failue of
the businesses to perform.

1 The highhanded methods used the MSC inenforcing recoveries.

1 Lack of clear guidelines and leadership of SACCOs.

Capacity building & support from PROFIRA and MSC for new SACCOs remained low with
weak synergies among the government agencies. SACCOs did not build collaborations with
DLGs, and mst SACCOs workdindependently hence affecting financial inclusiveness.

However,it was observed thatome DCOs audit SACCOs and recommendiratiuding those
not performing well to the MSC for allé services. Thigliscouraged the collaboration between
MSC and the DLGs.

Challenges
TheSACCOs as MSC clienfmointed out to some challengaffecting their performance;

A High interest rate of 13% per annum, yet SACG@se required not to go beyond
19.5% per annum

A Lead time for application of loans was tp(on average onand ahalf month3 which
discouraged potential clients.

A High default rate dueto multiple borrowing, poogovernance, conflict of interest, and
lack of adherence to terms.

A Most SACCOswerefaced with insufficient loan funds for onwaehding to members.
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General Challenges

1 Poor formation of SACCOs most of which did not have a common objective except that of
accessing fundshis increased theefault rate.

1 Inefficiencies and delays in loan processing byM&C drives away would beients e.g.
SACCO:s to other lending institutions such as baakdWorld Vision.

1 Negative #itude of clients towards Islamic financinhe zonal offices of Moroto and
Sorotiweremar ket i ng to the cl i ehoneversthetegms mboyic | oan
The clientswveresceptical and need more time to understand Islamic modes of financing

1 Poor governance and management in most SACCOs wschted inmisappropriation of
funds, theft, collusion, and endemic fraud.

1 Under staffing of MSC zonadffices for example Moroto zone has a Credit Assistant who
has served in the temporary position for close to 3 yearsarmvalso the credit @ter who
has been acting as @Zal Manager for more than two years now without any motivation for
the additimal responsibilities assigned to him.

Recommendations

i The PROFIRA should collaborate with MSCL and recommend SACCOs monitored for
support, build capacitpf SACCOs and alsdevelopa rehabilitation program fahe weak
ones

i The MSCL shouldtreamlinethe requirements especially for follean clients and also have
approval limits for zonal offices to help speed up the process.

1 The MSCL should continue to offc&usiness Development Services (BRD&SACCOs on
the importance of maintaining good goverrapeinciples. The purpose of BDS is to enable
MSCL clients upgrade their capacities to managgnesseprofitably and sustainably.

i The MFPED through PROFIRAhould enforce compulsory training of MFI and SACCO
managers before accessing credit.

4.3 Project: 1288 Financial Inclusion in Rural Areas (PROFIRA) of Uganda
Background

The Project for Financial Inclusion in Rural Areas (PROFIRA) was set up in 2013 in partnership
betweenthe International Fund for Agricultural DevelopmeiFAD) and GoU with the
objective to sustainably increase access to and use of financial services by the rural population.
The project is focusing on the large portion of the rural population that has little or no access to
financial services. PROFIRA selects two rural institugidhat have successfully demonstrated
sound and appropriate financial services to reach the poorest members of rural communities.
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Its objectives include;

1 Strengthening of 500 SACCOs to enable them become sound and financially sustainable
organizations tht can provide their commities with a range of servicesirectly benefitting
225, 000 households

1 Technical support provided by Uganda Cooperatives College, Kigumba
1 Strengthening communitsavings anctredit groups, innovations and partnerships.

1 Developng a sustainable SACCO Union

The review focused on annual perfance of PROFIRA for the FY 2017/18. This was assessed
throughSACCOsin the districts servedby MSC zonal officeon a sample basisDiscussions

were held with the zonal managerd)COs, FACCO managers and staff to assess the
performance of PROFIRA. Out of the 13 SACCOs visited 7 SACCOs (52%) had benefited from
PROFIRA.

Performance

The overall performance of PROFIRA was gaasl453 SACCOs out of 500 targeted were
supported with various capity building engagements. These includedproved financial
management, internal control, product development in SACCOs and member participation
especially in response to financial literacy trainings.

SelectedSACCO staffwere sponsored to attenHACCO managemenprogrammesat Uganda
Cooperatives Colleg&igumba.

Partnershipsverebuilt with the LGs DCOsto support the development of rural SACCOs.
Challenges

1 High expectatios createdby PROFIRA to SACCOgromising toprovide software,office
equipmentcomputers, safes amaotorcycleghatwas never done

1 Incidences ohonrespomsiveness amontgrained SACCOS Majority of the 453 SACCOs
targeta for training activities weraonresponsive to the modular training. As evidenced by
the low levels of attedtance during the scheduled training sessiboar (4) major factors
were identified to be undermining the effectiveness of trainings:

(i) Prevalence of raud cases has compromised operations

(i) Poor governance (malfunctioningards)

(iif) Low business volumes (l&s than 10 dailyr&ansactions)

(iv) Large mrtfolios atrisk (greater than 20% unpaid loans for &§/9

Recommendation

PROFIRA should prioritize thggr ovi si on of Management I nf or m
SACCOs that have grown stnrgonat, lsesstai habDO &
me mber s . The support is intended to enhance
operations by building, expanding and strengt
and at the br ancshterse.n gThhiesnd wihlelt eSfACCECtCh eront r ol s
incidences of fraud, and al so enable the SACC
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Overall Conclusion

The MSCoverall performance was gool;registered growtin the value of loans disbursed

Ug shs 64460 (bn) against a target ofglshs 63.206n (102%) The main contributing factor to

the tremendous growth being the availability of Islamic Financiffge annual percentage
growth in outstanding portfolio was 318 Ug shs 95.5hrThe MSC mobilized resoues and
disbursed credit funds from reflows 103%g(shs 31313bn). Portfolio at Risk (PAR) of 14%
was achieve@gainst a target of 10%nd a repayment rate of 65% against a target of 80%. The
MSC recovered Ug shs 151 million of the written off loans (1@¥6gpmance).

Strategic partnerships were developed strengthenedith some sector playerscluding LGs
and ENGSOLThe MSC rolled out a new product of Islamic financing which greatly improved
disbursement performance and reduction in lead timesdardpplications.

A cost to income ratio dd.75to 1 was attained which rationalized the existence of zonal offices
and efficiencies.

There is growing demand for MSC services that reqaoerdination of interventions with other
government institutions sh as commercial offices &Gs and PROFIRA to enhance financial
inclusiveness.

Recommendations

1 The MSC should consider buildingnore partnerships with PROFIRA in supporting
SACCOs and other groups to focus on a particular economic activity.

1 TheMSC shalld increasdoan products awareneghjs could be achieved through radio
talk showgointly held with key staff fronLGs.

1 PROFIRA and LG commercial officers should encouragee savings in SACCOs to
make them viable for credit from the MSC.

1 Ministry of Trade Industry and Cooperatives should enforce having SACCO members
with a common cause and focus for examgheagricultural value additions, funding
farmerés activities through irrigation,
facilities.

1 MoTIC should lead in encouragingroups and SACCOs tengage irvalue additiorthat
would drive up their earnings and savings.

1 The MOoTIC should consider revivingooperativesto strengthen savings, credit and
market interventions.
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PART 3: PHYSICA. PERFORMANCE
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CHAPTER 5: AGRICULTURE

5.1 Introduction
5.1.1 Sector objectives and outcomes

The agriculture sector is composed of nine votes, namely: i) Vote 010: Ministry of Agriculture,
Animal Industry and Fisheries (MAAIF) ii) Vote 121: Dairy Developm@uthority (DDA) iii)

Vote 125: National Animal Genetic Resource Centre and Data Bank (NAGRC&DB) iv) Vote
142: National Agricultural Research Organisation (NARO) v) Vote 152: National Agricultural
Advisory Services (NAADS) Secretariat vi) Vote 155: CottDevelopment Organisation
(CDO) vii) Vote 160: Uganda Coffee Development Authority UCDA viii) Vote 122: Kampala
Capital City Authority (KCCA) and ix) Vote 50850 Local Governments (LGs) District
Production Services.

The overall NDPII sector objectivie to enhance rural incomes, household food and nutrition
security, exports and employment. The key expected intermediate and final odtametes

Increased production and productivity of priority and strategic commodities
Increasd exports of primary prducts (cotton, coffee, tea, rice, beans, fish)
Sustained control of animal disease and vectors

Improved market oriented production

Improved access to markets and value addition

Enhanced quality of agricultural commodities

Increased access and availabibfyimproved animal genetics and technologies
Increased doption rate of research outputs

Strengthened agricultural services institutions

= =4 -8 _9_9_9_9_2°_2-

The sector gender and equity commitments for FY 2017/18%vere

9 Agricultural advisory services: Number of youth, wamand person with disabilities
(PWDs) supported individually and as special interest groups with inputs and
equipment;

1 Cotton development: @ton production promoted among rural women and youth;
tractor hire and animal traction services organized for womuesh youth groups;
increased access to information and training opportunities, demonstration plots and
production inputs (seed, fertilizers, pesticides, spray pumps) at affordable prices for
women and youth groups.

2T MFPED, 2017a.
2 MAAIF, 2017; MFPED, 2017a.
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91 Dairy development regulation: Women, youand men in dairy groups trained and
skilled in quality assurance and value addition and dairy processing plants; youth and
women small scale processors/cottage industry trained in business entrepreneurship

1 MAAIF: The transfer and utilization of fogaroduction and labousaving technologis
promoted among women farmers.

5.1.2 Scope

The monitoring was undertaken in seven out of nine votes namely: CDO, DDA, MAAIF,
NARO, NAADS, UCDA and LGs. Nine out of 13 programmes in the sector were monitored in
these vtes namely: i) Agricultural Advisory Services ii) Agricultural Research iii) Cotton
Development iv) Coffee Development v) Crop Resources vi) Animal Resources vii)
Agricultural Extension and Skills Development viii) Fisheries Resources ix) District Producti
Services. The districts and central government entities that were monitored are listed in Annex
5.1.

5.1.3 Limitations

i) Under the Programme Based Budgeting (PBB) approach, the sectors and LGs were no
longer producing detailed work plans, outputs andet which made assessment of
linkages between resources and outputs/outcomes difficult.

i) Poor record keeping in the District Production Offices. In most sampled districts, there
was no proper recording of expenditures and activities implemented undedténsi&n
Grant and Regional Pastoral Livelihood Improvement Project

iii) Inadequate field time due to impassable muddy roads; and requirement for more in
depth data for outcome based monitoring and gender and equity issues.

5.1.4 Overall sector performance

Overall financial performance

The approved revised budget for the agriculture sector for FY 2017/18 includiagsawas Ug
shs 877.987M of which Ug shs 796.498b(90.72%)was released and Ug shs 779.326b
(97.84%) was spent by 8Qune 2018 (Table 5.1This was very good release and expenditure
performance.
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Table 5.1: Annual agriculture sector financial performance by 3® June 2018 (billions
including Arrears and Taxes and Appropriation in Aid)

'MAAF 33132  257.971  24359€ 779 944
DDA 6.966 6.733 6.634 96 100
NAGRC & DB 14.57¢ 11.668 11.668 80 100
NARO 89.903 88.643 88.043 98.6 99.3
NAADS Secretariat 279.76 279.70¢ 279.16: 100 99.8
CDO* 20.23€ 19.904 19.904  98.36 100
UCDA 76.9 72.341 70.862 94.1 98
LGs (District Production 52.013 50.725 50.725  97.52 100
Services)**

KCCA 6.357 6.357 6.357 100 100
Total 877.981 796.49¢ 779.32€  90.72 97.84

*The CDO budget was revised to include @pplementary of Ug shs 14bfor buffer stocks
**LGs: A supplementary of Ug shs 395.359 million was provided for wage.

Source Approved Estimates FY 2017/18; Annual Budget Performance Reports 2017/18; Budget
Directorate, MFPED,; Field Findings

Overall performance

The overall agriculture sector performance in FY 2017/18 was good rated at 7886096 (2).
The best performer wathe Coffee Development Programme followed by the Agricultural
Research Programme; the other programmes peefib at the same level (good).

The good performance was associated with increased funding to the sector including
supplementary budgets and dofumds; improved budget credibility as the resources that were
appropriated by Parliament were released by Ministry of Finance, Planning and Economic
Development (MFPED); increased volumes of inputs distributed to farmers; early initiation of
procurements;recruitment and availability of extension workers; increased investment in
agricultural infrastructure and equipment; increased quality assurance, monitoring and
supervision of sector interventions and overall good institutional mareadgetny the
Accountirg Officers.

The sector however did not achieve all its output and outcome targets due to a number of
challenges notable being: delayed release and disbursements of funds and implementation
guidelines in some programmes; late conclusion of procurementspescéeading to differing

of some activities into FY 2018/19; adverse climatic conditions; low technical capacity of
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newly recruited extension workers; gender and regional inequalities; pest and disease outbreaks
and closure of donor projects.

Table 5.2:Agricultural sector overall performance by 30" June 2018

Programme Performance
(%)

Agricultural Advisory Services Programme 77.50
Agricultural Research Programme 83.80
Cotton Development Programme 72.30
Coffee Development Programme 98.10
Dairy Devepment and Regulation Programme 72.47
District Production Services Programme 77.10
Ministry of Agriculture, Animal Industry and Fisheries (Crop Resources 75.98

Directorate of Agricultural Extension Programme, Directorate of Animal
Progamme, Fisheries Resources Programme)
Average sector performance 79.60

Agricultural Credit Facility 79.70

Source: Field findings

The sector lacks credibladicators and data on key outcomes. There was a mismatch in the
outcome indicators and targets that are contained in the MAAIF and agencies policy and budget
documents when compared to the NDPIlI outcome indicators and targets. There was no
comprehensivelata set on most of the sector outcomes. This made the analysis of outcomes
difficult. The MAAIF and agencies should review and align the outcome indicators with the
NDPII set targets and collaborate with UBOS to ensure that data for key outcome isdgator
collected.

5.2 Cotton Development Organisation

5.2.1 Introduction

The Cotton Development Organization (CDO) Vote 155 is mandated to monitor the production,
processing and marketing of high value cotton and itprbgucts. The CDO has one
programme- Cotton Development and two syisogrammes- 01 Headquarters and Project
1219 Cotton Production Improvement. Both gubgrammes were monitorebllonitoring was
conducted at CDO Headquarters and in the regions of East Acholi and Karamoja, West Acholi
and EasMadi, North Eastern, South Eastern/Busoga, and Tororo/Butaleja.
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Cotton Development Programme

5.2.2 Headquarters
Background

Under the Headquarters spbogramme, the CDO provides services to 55 cotton growing
districts through 10 regions namely: Busoga/Sowkt&n, Tororo/Busia, Bugisu, Pallisa/North
Eastern, Teso, Acholi, South Western, Lango, Western and West Nile. The CDO collaborates
with the Uganda Ginners and Cotton Exports Association (UGCEA) to procure, process and
distribute cotton seeds and inpupesticides, herbicides, spray pumps, tractor hire services) to
farmas.

The approved budget for Headquarters for FY 2017/18 was Ug shs i5.@Pkch was fully
released and spent by ™8Qune 2018. This was a very good release and expenditure
performanceThe funding includd a supplementary of Ug shs b4br cotton buffer stocks.

Performance

The performance of the Headquarters in FY 2017/18 was very good (94.70%) as all the planned
outputs were satisfactorily delivered (Table 5.3). The CDO procuredensdred a stable

supply of cotton lint to Fine Spinner (U) Ltd (7,000 bales) and Southern Range Nyanza
(NYTIL) 7 (4,500 lales). A total of Ug shs 16.952hwas spent on this output through the

Cotton Lint Buffer Stock Revolving Fund. The continuous suppblgotton lint had enabled the

spinners to increase production of yarn and fabrics, sold both in the local and export markets.
There was gender equity in access to employm
example, out of 1,130 workers empdal by Fine Spinner (U) Ltd, 565 (50%) were male and

565 (50%) were female. Nine (0.80%) weredees with Disabilities (PWDs).

A total of 2,647 Mt of seed were supplied to farmers in 64 districts in Eastern, Northern, West
Nile and MidWest & Central ad Western Regions. Out of the 2,647 Mt of seed, 60 Mt were
supplied to farmers in 10 hatd-reach districts of Amuria, Katakwi, Abim, Koboko, Kaabong,
Zombo, Adjumani, Moyo, Yumbe, and Ntoroko. In the sampled regions, all the farmers had
accessed the iniwhich were noted to be generally of good quality apart from pesticides that
were found ineffective especially in the rain seasons. Farmers were trained on crop
establishment, crop management, pest control,-lprsest handling and soil and water
consevation. There was a high representation of women and youth groups among the
beneficiaries.
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The farmers in West Acholi and East Madi received inputs late and planted off season resulting
in low production. For example, Mr. Oyemu John of Paicho villaggalK parish, Paicho sub

county, Gulu District harvested 4,500kg out of four acres instead of the expected 6,400kg of
seed cotton despite having sprayed and weeded the crop in time. In the South Eastern region,
farmers received the inputs in time at theset of the rain season. However, production was
lower due to the high prevalence of pests and diseaisésnadequate spray pumps to deal with

the problem in time. There was a challenge of recovering loans for inputs given on credit as
some farmers hadeared their cotton gardens before maturity and instead planted sugarcane.
The radio talk shows were effective in attracting more farmers into cotton production.

Bales of Lint Buffer stocks at Fine Spinners (U) Ltd textile factory (left) and finished Tshirts ready for
export at Bugolobi Kampala (right)

Challenges

i) Lower production due to harsh climatic conditioRsr instance farmers in We&tholi
received seed earlgut could not plant due to lack of rainBrought also reduced
production by 20% in Tororo region.

i) Impassableroads espeally in areas of Kochangoma sabunty Nyonga District,

Lalogi and Odeke subounties in Omoro Btrict and Karamoja regions made input
distribution difficult and costly

iii) Pader cotton seed dressing plant constructions are challenged with sourcing/acquiring of
raw materials from dtant places for instance Guland from Kampala. This increased
costs on the de of the contractor.

iv) Inadequate inputs given to farmers, for instance Knap sack sprayers given to Kitgum and
seed input given to Iganga farmers were way lower than what was expected.

v) Rampant pests and diseases also affeobtton production by loeting the yieldson
averageby 20%across districts (estimated by cotton sector stakeholders)

vi) High power tariffs and the Value Added Tax (VAT) charged by suppliers on inputs
which is not refunded by the Uganda Revenue Authority (URA).
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Recommendations

i) The MFPBD and CDO should allocate funds for subsidizingwpr tariffs for the
spinners

i) The CDO shou provide vehicles for the hatd-reach areas where matgcles cannot
be used

5.2.3 Cotton Production Improvement project

Background

In 2012,the CDO commenced thiproject to establish the first government seed proogssi
plant in Pader Btrict. In FY 2013/14, the CDO acquired 16 acres of land in Pajuleuity
finalized designing of structures; compiled bills of quantities for seed processing faaility
corstruction services were procured in preparation for commencement of contraction.
Construction commenced in FY 2014/15 but stalled due tmtheapacity of the contractor.

On 18" June 2015, th&olicitor Generakleared anoér contractor; M/s Bajaj Séé Industry

Limited to resume construction of this facility, at sum of Ug shs 14,546,453VIA% (
inclusive). The contract was to run for a periodl8fmonths starting on"®September 2015

with the expected completion date set 8iS@ptember 2016. In¥F2017/18, the CDO planned

to complete Phase 1 of the project and commission the second phase that covers construction of
two seed cotton stores, four cotton seed stores, one bale shed, weighbridge, electrical and
mechanical istallations and a front offec

The approved budget for the peof was Ug shs 4.41@pof which Ug shs 4.079b(98%) was
released and Ug shs 4.09(.00%) was expended by"30une 2018.This was very good release
and expenditure performance.

Performance

The first phase of construch and equipping of the cotton seed processing plant bZEi@

was concluded in FY 2016/17; all defects were rectified and the machinery tested and
commissioned in FY 2017/18. The construction of the second phase of the plant was at 78%
level of completdn by 12" July 2018. Construction of the office block, cotton stores, bale shed
and storage water draimragvere substantially complete.

Two sets of machinery were under installation in the delintingrhaw machines as well as

old equipment from decomissioned cotton processing plants in Masindi and Lira districts.
There was gender inequality in access to employment at the CDO plant as out of 60 workers
employed by 1% July 2018, eight (13%) were females and 52 (87%) males and none was a
physically dsabled person (0%). Access to employment by youth was high (90% of all
workers).
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Ongoing construction works at CDO otton seed dressing station in Pader District

Overall Performance of the Cotton Development Programme

The overall performance of the Cotton Development Programif¥ 2017/18 was good rated
at 72.3% fable 5.3). Mostof all the key outputs were delivered as planned; however, the
outcomes were poor (27%) which lowered the overall performance of the programme.

Table 5.3: Performance of the Cotton Development Programme by 8Qune 2018

Physical
_ Cum. performan

Annual Budget | Cum. Receipt | Annual | Achieved | ce Score
Output (Ug shs) (Ug shs) Target | Qty (%)
Output: 03 Farmer mobilisatior
sensitisation for increasing c
production and quality (Numb
farmers trained) 258,500,00 258,500,00, 100,00¢ 108,00 1.16
Output: 06 Mechanisation of
opening (Acres) 15,000,00i! 15,000,00i! - 132,201 0.00
Output:07 (Cotton Lint bales) 14,000,000,0¢ 14,000,000,0¢ 11,500 11,500 63.05
Output: 72 Government Building
Administrative  infrastructure.(
cotton  stores,1 bale s
,Weighbridge, Electrical
Mechanical installations and a
office) 4,211,000,0¢ 3,979,349,10 9 7 15.61
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Output: 77 Purchase of Specis

Machinery & Equipment 200,000,00 100,000,00 2 1 0.90
Output 05: Provision of pessieidd

pumps motorised (number) 236,356,64 129,988,56 83 45 1.05
Output: 01 Provision of cd

planting seed (bags/MT) 901,390,00, 1,478,337,5¢ 360,55 591,33% 4.06
Output 05: Provision of pesticide 1,281,247

pumps pesticides (units) 1,921,840,50 1,138,009,5C 7 758,673 8.65
Output: 02 Seed multiplicati

herbicides (units) 47,550,000 49,050,000 3,170 3,270 0.21
Output: 03 Farmer mobilisatiorn

sensitisation for increasing c

production and qualityfertilize

demonstrations established (nun 35,160,00! 3,576,000 338 73 96.56
Output: 03 Farmer mobilisatiorn

sensitisation for increasing c

production and qualitagronomy

demonstrations established (nun 246,772,00 252,552,000 14,516 14,856 0.00
Programme Performance ( Outputs) 94.70%
Outcome Indicator Annual Target Achieved Score (%)

Percentage change in quantity of cotton produced 22 34 155
Percatage change in quantity of lint classed in tf

grades 8 (8) -100
Programme Performance (Outcomes) 27%
Overall Programme Performance 72.3%

Source: Field findings

The outputs led to increase in quantf cotton lint produced from 151,071 metric tons in FY

2016/17 to 202,357; the percentage change in quantity of cotton produced increased from the

planned 22% to actual 34% by"30une 2018. The percentage change in quantity of lint classed

in the topthree grades however reduced from 77% in FY2016/17 to 69% in FY 2017/18. The

planned percentage change (8%his indicator was not achieved.

The production and quality of lint was negatively affected by the high prevalence of pests and

diseases and inaduate spraying as the spray pumps were limited; soil infertility;

inadequacy/unaffordability of seeds, pesticides and tractor hire services; and high crop mortality
due to late delivery of inputs when rains were over.

56




5.3 Dairy Development Authority

5.3.1 Introduction

The dairy industry is regulated by the Dairy Development Authority (DDA) whose mission is

At o provi de efficient and effective devel oy
production, processing and marketing of good quality milk aaidycdoroducts for improved

incomes and food security in Ugarta The DDA has one programmeDairy Development

and Regulationand two sukprogrammes: 01 Headquarters and Project 1268 Dairy Market
Access and Value Addition. The programme was fully moedpthe North Eastern Region,

South Western region, Central Region; Entebbe Dairy Training School and Headquarters were
sampled (Annex 5.1).

The total approved budget for DDA for FY 2017/18 excluding arrears and Appropriatie in

was Ug shs 5.96%b of which Ug shs 5.732b(96%) was released and afjent. This was very

good release and expenditure performance. The key outcomes for the Dairy Development and
Regulation Programme arelicreased production volume of quality and marketable milk and
milk products ii)Increase in local milk consumption per capita (litres). There was no credible
data in the sector on local milk consumption. Hence outcome was measured on the basis of the
production volumes.

Dairy Devel opment and Regulation Programme
5.2.4 Headquarters

Background

The headquarters recurrent budget supports dairy development, and promotes dairy production
and marketing and quality assurance and regulation along the value chain. The actions resources
are disbursed for salaries and operational exgentestaff atheadquarters and the regional
offices; training of farmers and other dairy stakeholders in good practices; procurement of dairy
inputs and equipment; inspection and licensing of dairy premises, consignments and equipment;
awareness campaignsnd market survelliance and enforcement @iiryd standards and
regulations.

The approved recurrent budget for HeadquaiteisY 2017/18 was Ug shs 3.83%of which

Ug shs 3.602i (94%) was released and fully spent by 3dne 2018. To enhance gender and
equity, the DDA committed in FY 2017/18 to having morenven, youth and men in dairy
groups trained and skilled in quality assurance and value addition and entrepreneurship.

2 MAAIF, 2017;
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Performance

Nationally, theDDA inspected 3,630 (100%) dairy premises, equipmexport and import
consignments countrywide against a target of 2,803 to ensure compliance to dairy standards and
regulations. A total of 3,421 (100%) milk and milk product samples against a target of 2,500
samples were analyzed to ensure safety of itk milk products in the country. The DDA
procured 767 milk cans with total capacity of 36,400 litres and distributed them to dairy
stakehatlers to improve milk handling.

Monitoring undertaken in the North Eastern and South Western segmth covering 49
districts showed that 655 (100%) compared to the planned 588 dairy premises/equipment were
inspected, 57 (100%) compared to the planned 92 stakeholders were trained and 1,098
(100%) against the planned 1,000 samples of milk and milk products werseghhjy3t June

2018 (Table 5.4). High performance was due to timely disbursement of funding, availability of
fuel for field operations and additional support from private sector anegoanmental
organisations (NGOSs).

Training of dairy stakeholdemlong the entire value chain was conducted and farmer groups
were supported with inputs and equipment such as pasture seeds, milking coolers and milking
cans.In the 24 districts in the North Eastern region, 843 stakeholders were trained in dairy
managemen value addition, group dynamics, quality assurance and marketing against a target
of 432. Training was conducted in Kotido, Bulambuli, Nakapiripirit, Kaabong, Sironko, Mbale,
Amuria, Bukedea, Kumi, Ngora, Kaberamai@ududa and Serere districts.

A key challenge however, was the increased -oompliance with dairy standards and
regulations in terms of premises suitability and hygiene, lack of personnel protective wears and
continuous use of plastic jericans to carry mitkthe South Western region, migchemical

tests ofUltra-high temperature processifigHT) samples showed that the quality on the market
was poori only 32.3% of the samples passed the tests. The high contamination of UHT milk
was associated with processors not followgmpd manufacting practices.Thirteen dairy
outlets were closed down due to poor hygiene of premises and personnel.

Challenges

i) Reduced milk production and productivity due to: a) epidediseaseoutbreaks and
tick infestation b) prolonged droughts and floqds) poor animal breedsd) poor
pasturese) tick resistance to acaricides

i) Increased noitompliance of dairy stakeholders with the recommended quality and
safety standards for milk and milk products.

Recommendations

i) The MAAIF and LGs should scale up livestockisttase survelliance and institute
mechanisms for frequent mass treatment of all animals

i) The MAAIF should collaborate with the National Animal Genetic Resource €antt
Data Bank (NAGRC&DB) andNARO to promote and disseminate improved breeds and
animal nutrition practices to farmers to enhance production and productivity.
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5.2.5 Dairy Market Access and Value Addition P roject

Background

Implemented since FY 2013/14, the Dairyikiet Access and Value Additiorréfect funds are
channeled to rehabilitation workand equipping of Entebbe Dairy Training School, milk
collection centres and regional offices; Accreditation of the National Dairy Analytical
Laboratory, training of Dairy Development Staff and monitoring the DDA programmes. Two
regional offices were fullyestablished” North Eastern regional office in Soroti and South
Western regional office in Mbarara; other regional offigesstill under establishment.

The approved budget for the Dairy Mat Access and Value Additiorréjectfor FY 2017/18
was Ug sh<2.130m; it was fully released and spent by"3lune 2018. This was very good
release and expenditure performance.

Performance

The DDA successfully implemented most of the planned activities and outputs under the project
(Table 5.4). These included reraton and equipping of the Entebbe Dairy Training School;
rehabilitation of Milk Collection Centres in Soroti, Bbaale and Masindi; construction of the
DDA North Easern Regional Office in Soroti iBtrict. Functionality of the Entebbe Dairy
Training Schoolwas negatively affected by land encroachment by private companies,
underfunding, obsolete machinery in the factory and limited staffing.

Dairy processing equipment procured and installed at Entebbe Dairy Training School in Entebbe
Municipality, Wakiso District
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T

Newly constructed DDA North Eastern Regional Office (left) and rehabilitated SorotMilk Collection
Centre that was commi ssioned to Odera Womenos

Challenges

i) Partial implementation of some key outputs and low outreach due to inadequate funding
and staffingandinaccessibility to farmers as a result of poor quality feeder roads.

i) Land encroachment at Entebbe Dairy Training School by private companies constrained
fencing of the school.

Recommendations

i) The MFPED should review and consider the option of increafinging for the
development project to enable faster implementation of the rehabilitation works at
Entebbe Dairy Training Schqgoblnd the milk handling, collection and processing
facilities.

Overall Performance of Dairy Devel opment and Regulation Programm e

The overall performance of the Dairy Development and Regulation Programme in FN&01

was good rated at 72.47% (Table 5.4). Performance was very good (94.046%) in terms of
delivery of planned outputsut poor in terms of achievement of the intendedcames
(32.4%). At output level, dairy stakeholders were trained, dairy premises/equipment and
consignments were inspected and registered, survelliance was undertaken to assess quality of
milk and milk products, enforcement of standards was done and idigtiibuted to farmer
cooperatives. Construction and rehabilitation works were implemented for regional offices, milk
collection centres and Entebbe Qaliraining School.

At outcome level, the production of quality and marketable milk increased frobilliha litres
in FY 2016/17 to 2.5 billion litres in FY 2017/18. The percentage increase in volume of
marketable milk was however lower (1.62%) than the target for FY 2017/18 of 5%. Outcomes
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were lower due the predominance of poor dairy breeds on farnuggamda and the low
outreach to dairy stakeholders of the DDA interventions due to inadequate funding. An
estimatedd6% of the dairy herd in Uganda is indigenous with low milk production rate- (0.5
3.0 litres per day).

Table 5.4: Performance of the DairyDevelopment and Regulation Programme by 30
June 2018

Annual Cum. Physical
Budget (Ug Cum. Receipt | Annual Achieved | performanc
Output shs) (\Ug shs) Target Quantity | e Score (%)
Subprogramme 1: Headquarters
Output 02: Dai
stakeholders trained
sklled (number) 31,501,00 32,450,02 932 1757 1.344

Output 02: Milk hand
equipment/utensils proct
(number) 40,837,50I 35,268,75 110 190 1.742
Output 02: Critical fg
inputs- pasture digributeq

to farmers (bags) 6,949,00( 6,949,00( 100 430 0.296
Output 03: Dai
Premises/equipment/con|
ments inspected (numbel 15,230,00iI 17,577,00 568 655 0.649

Output 03: Premises i
equpment registered ¢
licensed (number) 4,500,00( 4,500,00( 50 63 0.192
Output 03: Milk and T
product samples analy
(number) 3,954,00( 2,827,00( 1000 1098 0.169
Output 03: Surveitiarand
dairy standards al
regulations enforc
(number of operations) 9,004,80( 11,944,40 17 47 0.384
Output 03: Farmer gro
and mulstakeholde
platforms created ¢
supported (humber) 8,135,00( 19,291,80 7 15 0.314

Subprogramme 2: Project 1268: Dairy Market Access and Value Addition
Output 02: Soroti N
Collection Centre renova] 185,445,94 185,445,94 1 1 7.910
Output 02: Fencing wo
brick works anchain lin}
established at Soroti |
Collection Centre (sets
activities) 124,960,62 107,230,56 3 3 5.330
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Output 02: North East
Region Office blg
constructed with associq
works

328,343,95

308643,319

14.005

Output 02: Chuff cutt
procured

15,000,00{

10

0.000

Output 03: National D
Analytical Laboratt
accredited (consultancy)

56,000,000

56,000,00

2.389

Output 03: Trainings of C
staff, monitoring a
consultancies held (sets
activities)

117,541,53

117,541,53

15

15

5.014

Output 77: Diary pli
machinery for t
manufacture of butter |
ghee, separat
,homogenize boiler ani
chilling system units (Uni

436,736,00

436,736,00

18.628

Output 77 and 7
Shuttering, office equipn
and furniture and labora
regents procured for D
School (sets of activities)

712,73,630

712,733,63

30.401

Output 78: Entebbe D
Training School fen(
(metres)

90,000,000

90,000,00

1000

500

1.919

Output 78: Electrification
fencing works done
Entebbe school (sets
activities)

157,600,00

157,600,00

3.361

Total

2,344,472,98

2,302,738,964

Programme Performance (Outputs)

94.046%

Outcome Indicator

Annual
Target

Achieved

Score( %)

%increase in production

volume famarketable milk

1.62

32.4

Programme Performance (Outcomes)

32.4%

Overall Programme Performance

72.47%

Source: Field findings

Gender and equity concernsFor FY 2017/18, the DDA committed to train and skill women,
youth and meraboutthe value chain; inspect premises for women, youth and the disabled and
provide gender disaggregated data for implementation and inspections. Comprehensive gender
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disaggregated data was minimal, available for just a few indicators, mainly training and
distribution of some equipment. There was gender inequality in access to DDA training and
inputs.

1 Training: In North Eastern region, out of 196 dairy stakeholders trained, 146 (74.48%)
were male and 50 (25.52%) were female. In the South Western region, oat 1f&h
dairy stakeholders who were trained, 130 (88%) were male and 18 (12%) were female.

1 Equipment: The milking cans inthe North Eastern Region were distributed to 20
farmers (19 males and 1 female). Soroti MCC was commissioned to Odera Soroti
Women Group The main reason for the gender inequity in access to training and
equipment were that few women owned dairy anineisl rarely turned up for training
due to illiteracy and lack of transport funds to training centres.

1 Equity: Outreach of DDA Services wdow as most cooperatives and farmer groups did
not receive supportive inputs. For example, 11 cooperatives in seven (Kasese, Sheema,
Ibanda, Isingiro, Kamwenge, Lyantonde, Kiruhura) out of the 27 districts in South
Western region benefitted from milkingans. The 65 milking cans received in North
Eastern region were distributed to six cooperative societies in six districts (Mbale,
Soroti, Serere, Sironko, Bukedea, and Kween) out of the 22 in the region. The main
reason for the low outreach was the inadegwf the budget allocated to DDA.

Overall DDA Performance

The overall performance of Vote 121 DDA was gaid72.47%. The two suprogrammes
Headquarters and thgairy Market Access and Value Additiorrdfect performed very well in

terms of delivery oplanned outputs for FY 2017/18. Production of marketable milk increased.
However, the increase in production was not significant as the annual target of 5% was missed
by 3.38%. The poor quality of animal breeds, high prevalence of disease outbreaks, poor
pastures and inadequacy of funding to expand DDA interventions were the main factors
explaining the low outcomes achieved.

5.4 Local Governments

In the agriculture sector, the Local Governments (LG&aye one programme District
Production Services wittwo subprogrammes: 0100 Production Department and 04 Production
and Marketing Grant (PMG). THeroduction Departmemhainly focuses on recurrent expenses
to support monitoring and supervision of the PM@d other sector interventions. The annual
monitoring focused on the Production and Marketing Grantmolgramme. The approved
budget for the District Production Seres programme was Ug shs 52.04,3#f which Ug shs
50.72%n (97.52%) was released and fully spent by 30ne 2018.
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District Producti on Services

5.4.1 Production and Marketing Grant

Background

The Production and Marketing Grant (PMG) supports implementation of MAAIF related
functions in allLGs. Effective from FY2010/11, the PMG aims to: i) strengthen disease, pest
and vector control and glity assurance services; and ii) strengthen the agricultural statistics
and information system ibGs. Starting FY 2015/16, districts were guided to spend 55% of the
grant on developmenn@nwage) activities particularly infrastructyrand 45% on recuent
expenses, especially operational costs. In addition, 30% of the grant was to be spent on
commercial related activities and each -solinty to be provided with Ug shs 860,000 per
guarter for operational expenses.

The approved budget for the PMG suimgamme (including the recurrent nevage
component under the production development programme) was UtR<&8Im which was
fully released and spent by BQune 2018. This was very good release and expenditure
performance. A total of 22 districts listedh iAnnex 5.1 were monitored to assess the
performance of th District Production Servicesdyramme.

Performance

At output level, the performance ofetiistrict Production Servicegsdgramme in FY 2017/18

was good at 84.55% (Table 5.5). Planting and bngethaterials were provided to farmers,

farm agricultural infrastructures such as slaughter slabs, water for production facilities and plant
clinics were established; procurement of office furniture, equipment and motorcycles was done;
pest, vector and dease surveillance and control interventions were implemented; trade related
institutions were established; trainings and demonstrations were conducted and programme
monitoring and supervision was done.

However, the programme had lower outcomes (63%) hamdied to the low volumes of inputs
and limited outreach to farmers due to funds inadegu Some of the infrastructurend
demongrations were established district headquarters, away from the villages where the
majority of farmers were located. There swatill the persistent challenge of delayed
disbursement of funds to implementing departments in some districts which led to less outpu
and outcomes being realized.
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PMG Plant Clinic constructed at Kween District headquarters (left), and slaughter slab constructed in
Nondwe villagelganga District

Challenges

i) Lower outputs and outcomes were realized due to:

a.

Qo

Delayed approval and dislsgment of funds by some Accounting Officers and
Finance Departments resulting in late procurements and programme
implementation

Inadequate and piecemeal releases that were not in line with the agricultural
seasons resulting in high crop mortality as prantwas done off season;
outreach to farmers was low.

Harsh climatic conditions leading low survival rates for crop based enterprises
Emergence of epidemic vectors, pests and diseases

Inadequate extension services as the extension workers lacked transpos

and technical capacity

High soil infertility.

i) Poor functionality ofthe Integrated Financial Management System (IFMS) in many
districts led to delayed or natisbursement of funds. Problem was exacerbated by the
inadequate technical capacity ohet finance staff allocated to the Production
Departments.

Recommendations

i) The MFPED should release all grant funds by quarter two

i) The MAAIF and LGs should complete recruitment and retooling of extension workers

iii) The MAAIF should collaborate with distretto promote farm modernization including
simple irrigation and water harvesting technologaesl fertilizer application.
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iv) The MFPED should strengthen capacity building efforts of LGs with regard to the
IFMS.

Overall performance of the Distric t Productio n Services Programme

The overall performance of the District Production Services Programme in FY 2017/18 was
good at 77.10% (Table 5.5). Output delivery was gbodlin some instancesot impactful on
the outcomes due to the low outreach of the PMG anerae constraints that reduced

production and productivity as highlighted above.

Table 5.5: Performance of the District Production Services Programme by $QJune 2018

Annual Cum. Physical
Budget Cum. Receipl Annual | Achieved | performance
Ouput (Ug shs) (Ug shs) Target | Quarity | Score (%)
Vehicles/motorcycles service
and fuels and accessories
procured (No.) 83,530,70{  58,565,00 41 26 4.46
Offce Equipment /laptops
[camerddrniture/Procured/ma
ined 64,028,18( 41329,467 74 54 3.78
Animal disease
surveillance/Inspections
conducted (visits) 57,300,69] 52,955,21 1109 951 3.14
Quarterly field visits/reports
submitted to MAAIF 56,559,27] 47,652,63 188 82 1.73
Data collecteshd analysed(
visits) 7,891,25( 4,491,25( 77 76 0.47
Crop disease surveillance(vis 39,663,35 38,262,75 637 604 2.30
Trade/market information
disseminated to business
community members (Radio t
shows) 38,044,641  26,256,08 133 11136 2.24
Technical backstopping and
supervisory visits conducted 227,378,78) 206,560,04 2455 2118 12.74
Vermin control, gadgets and
pesticides procured (Items) 69,376,69:i 48,767,42 326 267 4.09
Animals vaccinated (No of sh
goats, cows, cats, dogs, pigs 58,789,66! 54,641,400 35712( 307428 3.21
Meetings/Workshops held
(number) 43,868,94, 27,859,61 402 216 2.19
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Demo ponds ahdtcheries

(number) 41,546,79| 42 546,79 8 7 2.09

Trainings conducted (number, 140,657,09] 110,131,258 4584 2970 6.87

Poultry/pigs/Dairy /Fish breed

materials procured (No.) 64,743,78| 46,787,78 19306 102 0.03

Plant clinics constructed (nun|  130,392,41) 115,174,79 50 48 7.69

Crop sites and demonstration

established (number) 78,062,42! 54,957,28 288 226 4.61

Tsetse fly traps procured (No 77,128,75 63,506,57 32267 1832 0.31

Fish catch assessments

conducted (visits) 18,502,61( 18,994,61 81 77 1.01

District farm maintained (num 233,347,62] 181,581,42 34 48 13.77

Welfare provided (No of staff 12068,67¢ 8,726,55( 41 19 0.46

Bee hives Procured (No.) 23,793,03] 20,811,76 208 128 0.99

Saccos audited/Cooperatives

monitored (No.) 58,310,40(  56,510,79 744 1413 3.44

Irrigation system established 9,190,00( 190,000 1 1 0.54

Fish Ponds and water bodies

established (no.) 30,920,74]  23,746,00 27 22 1.82

Market linkages/Compliance

done (number) 29,593,53{  26,034,45 342 96 0.56

Programme Performance ( Outputs) 84.55%
Annual

Outcome Indicator Target | Achieved | Score (%)

Percentage change in farming households supported with

strategic commodities 2 1 63

Programme Perfmance (Outcomes) 63%

Overall Programme Performance 77.1%

Source: Field findings

Overall Vote Performance

The overall performance ofote 501850 Local Governments was good (77.10%). Output

performance was good (84.55%) but did not impact substantiallyeooutcomes. Most outputs

were delivered according to plan but they were not sufficient to impact heavily on the outcomes.
Fund inadequacy and untimely disbursement as well as other constraints like soil infertility,
high prevalence of pests and dissas@d drought negatively impacted on the outputs and

outcomes. It is recommended that the MFPED should disburse all thevagen and
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development funds under this Vote by Quarter 2 to address seasonality and procurement
concerns.

5.5 Ministry of Agricultur e, Animal Industry and Fisheries

5.5.1 Background

The Ministry of Agriculture, Animal Industry and Fisheries (MAAIF) is mandated to create an
enabling policy environment in the agricultural sector for the private sector to prosper. The
mi ni st r yiét® tramsfosmssubsistence farming to commercial agriculture. The intended
outcomes are: ipnhanced agricultural production and productivi}y increased household
incomes, nutrition and food security iii) improved exports. The ministry coordinates sect
interventions both at the central and local government level.

The MAAIF has six programmes namely: Crop Resources; Directorate of Animal Resources;
Directorate ofAgricultural Extension and Skills Management; Fisheries Resources; Agriculture
infrastiucture, mechanization and Water for Agricultural Production; and Policy, Planning and
Support Services. Within these programmes, the ministry has égregtammes. Four out of

the six programmes were monitored namélyop Resources; Animal Resourcégjricultural
Extension and Skills Management; and Fisheries Resources.

Crop Resources Programme

5.5.2 Northern Uganda Farmers Livelihood Improvement Project
Background

The Northern Uganda Farmers Livelihood Improvement (NUFLIP) Project is a five year
(Noverber 20151 November 2020) intervention that is primarily financed with a grant from
Japanese International Cooperation Agefd¢§€A) amounting to Ug shs 13.250bThe GoU is

expected to contribute Ug shs 3.9%blover the fiveyear period. The project obfaee is to

establish an effective agriculture extension system based on a market oriented approach to

i mprove farmersod | i vregion. Mhe &ey purpose is thdt kvelioadb of | | S
target farmer groups are improved through establishmenheflivelihood Improvement
Approach.

The intervention focuses on enhancing knowledge and skills of farmers and extension service
providers in vegetable production for the market. The stakeholders undertake market surveys to
select commercially viable vegetas after which they are trained on the agronomy of the
selected commodities by GoU and JICA experts. The project started with three districts in 2017
namely Gulu, Kitgum and Pader. It was planned that the programme would be rolled out to five
additionaldistricts (Amuru, NwoyaOmoro, Agago, and Lamwo) in 2019.

The project is implemented in four sabunties within each district and targets two to four
groups in each subounty. The implementing sutounties were: Paicho, UnyamBungatira
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and Awach in Glu District; Labong Amida, Labong Akwanga, Kitgum Matidi and Lagoro in
Kitgum; and Atanga, Puranga, Pader To@ouncil and Pajule in Padendirict. The groups
established demonstration gardens and benefitted from seeds, pesticidasraed|fipment
from the project.

The GoU approved budget for the NUFLIP for FY 2017/18 was Ug shs 256.750 million which
was fully released and spent by™@une 2018. This was very good release and expenditure
performance. The JICA operational expémes amounted to Ug stis342m by 30" June

2018. Close to a half (47.57%) of the donor funds were spent on project management and
personnel costs.

Performance

The overall performance of the NUFLIP splbgramme in FY 2017/18 was good at 84.90%
(Table 5.6). Performance was yegood (96.49%) at the output level as almost all planned
outputs were delivered except the inability to roll out the project in Amuru, Nwoyo, Omoro and
Lamwo districts as was earlier envisaged. Market oriented vegetable production was promoted
among farrers, District Agricultural Officers (DAO) and extension workers in the
implementing districts.

With support from MAAIF, LG officials and JICA funded experts and inputs, farmer groups
established demonstration gardens and selected commercially viablablegethich were
adopted by communities for replication. Seven vegetable items (tomato, egg plants, green
pepper, water melon, cabbage, onion and cawetk identified and appropriate cultivation
methods developed. Training materials for the selectecctablgs were developed and
disseminated to farmers. The farmers were linked teiggat dealers and buyers which led to
increased production and sales and ultimately improved household livelihoods.

Table 5.6: Performance of the Northern Uganda Farmers ivelihood Improvement sub
programme by 30" June 2018

Output Annual Budge| Cum. Receipt | Annual Cum. Physical
(Ug shs) Ug shs) Target Achieved | Performance
Quantity | Score (%)

Output: 07 Promotion of pr| 256,750,000 55,000,000 5.00 2.00 16.85
animal products a
productivity -  Supervisior|
monitoring and  evalua
conducted by MAAIF ¢
(number of activities)
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Output: 07 Promotion of pr 53,840,547 53,840,547 | 71.00 125.00 3.53
animal products a
productivity Staff and farme
of Gulu, Kitgum and Pg
trained in marketriemted
agriculture  (units/hours
training per group)

Output: 07 Promotion of pr| 1,117,714,492 1,117,714,492 799.00 799.00 73.33
animal products a
productivityFarmers mobilis;
for market oriented produ
and provided inputs
demostration  (number

farmers)
Output: 07 Promotion of pr 95,836,326 54,215,801| 120.00 30.00 2.78
animal products a

productivity Staff from MAA
headquarters and 7 distric]
Acholi sulegion mobilized &
assigned project dutiesn(ner

of staff)

Total 1,524,141,365 1,280,770,840 96.49%

Outcome Indicator Annual Achieved | Score ( %)
Target

% change in farming households supported with priority af 1.5 0.95 63

commodities

Programme Performance (Outcomes) 63%

Overall Programme Performance 84.9%

Source: Field findings

The project beneficiaries were satisfied with the NUFLIP intervention. Wudii Kor Farmers
Group (19 female members) located in Aswa villddgama pash, Unyama sukcounty in

Gulu District had realized in one season a net profit of Ug shs 730,000 from a small tomato and
cabbage demonstration garden which was invested in expanding the garden. Lacan Tute Women
group (one male and 34 were females) in Anwillage Luna parish Pader Town Coungil

Pader Dstrict planting two demonstration gardens of cabbage and egg plants. The egg plants
were 100% destroyed by the bacterial wilt disease and drougiiie the cabbages were
performing well and ready for haest.

Aakikomi Farmers Group (seven males and 17 females) in Baragwa yillagge parishPader
Town Counci] Pader [Dstrict established an eggplant demonstration garden and a tomato
garden that yielded well and improved the group income. The vegetadrlesadopted by most
farmes who planted other gardens in their homesteads without project support.
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Overall, the outcomes of the project were lower due to the low outreach of the intervention and
vegetable production reduced due to drought, pests and else@be availability and
accessibility of farmers to good quality agricultural inputs was low in Acholrsgion.

NUFLIP cabbage demonstration garden in Aswa village, Gulu District (left) and egg plant
demonstration in Baragwa village, Pader District

Challenges

i) Low vegetable production due toatic weather conditions, emergence of pests and
diseases, soil infertility and poor accedgipito good quality inputs in Acholi sub
region.

i) Programme implementation was slower due to none availability of LG extension
workers who were engaged by other Government tasks.

iii) Lack of sustainability plans and budgets at the LG level and among farmetfsefo
NUFLIP interventions after the MAAIF/JICA support.

Recommendations

i) The MAAIF and LGs should promote and support the adoption by farmers of
appropriate irrigation systems and fertilizers.

i) The LGs should integrate the MAAIF spibogramme in the Disttt Production
Department work plan and staffing deployment schedules for sustenance.
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5.5.3 Uganda Multisectoral Food Safety and Nutrition Project

Background

The Uganda Multisectoral Food Safety and Nutrition Project (UMFSNP) aims to increase
producton and consumption of micronutriemth foods and utilization of community based
nutrition services in smallholder households in project areas. The MAAIF is the lead agency for
project implementation responsible for food production, collaborating withsiviynof Health

(MoH) that manages the nutrition supplemeatsd Ministry of Education and Spoi{SIoES)

for regulation of primary schools.

The project is funded by a US$ 27.64 million grant from the Global Agriculture and Food
Security Program (GAFSP) Ust Fund supervised by the World Bank; it is to be implemented
from 15t July 2015 to 3% December 201¥. Project implementation was phased starting with
five districts in July 2016 (Bushenyi, Ntungamo, Maracha, Nehbd Namutumba); five
districts in Febuary 2017 (Isingiro, Kasese, Kabarole, Kyenj@ndKabale) and five districts

in July 2017 (Bugiri, Iganga, Arua, Kiryandongand Yumbe). The intervention involves
establishment of fruit and vegetable demonstration gardens in 100 schools in thegpeajgct
attachment of lead farmers to each school to replicate the garden at community level and
provision of extension services by sabunty agricultural officers. By 81December 2017, all
project components had been rolled out except &iributionof food supplements.

The GoU approved annual budget for the UMFSNP in FY 2017/18 was Ug shs 300 million of
which Ug shs 299.141 million (100%) was released and fully spent Byd@@e 2018. The
approved annual budget for the donor funds for the projastWg shs 14.5@®, of which Ug

shs 11.550b (79.30%)was retasecand Ug shs 8.626(74.7%) spent by 31December 2017.
Information for donor expenditure was not availed b¥ 30ne 2018.

Performance

The performance of the Uganda Multisectoral Fool@tgaand Nutrition Project in FY 2017/18

was good at 84% (Table 5.7). Most of the planned outputs were delivered. Demonstration
gardens of micrawutrient rich foods such as orange flesh sweet potato, pumpkins, egg plants
and green vegetables were estalelisin the selected schools and communities by lead farmers.
Energy efficient stoves @ve also established sthool kitchens.

30 World Bank, 2014.
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Table 5.7: Performance of the Uganda Multisectoral Food Safety and Nutrition Project by

30" June 2018

Output

Annual Budge|
(Ug shs)

Cum. Receipt
Ug shs)

Annual
Target

Cum. Achieve
Quantity

Physical

Score (%)

performance

Community mobilisation
sensitization and inform
dissemination di
(workshops/activities)

146,996,0I

148,112,01

20.0¢

140(

2.1¢

Radio talk shows and
campaigns on nutrition hel
(talk shows/campaigns)

28,198,0(

28,198,0(

11.0

7.0(

0.3¢

Demonstrations implemen
at 100 schools (number of
demonstrations)

3,855,118,3

3,037,813,8

500.0

384.0

79.3]

Schools and parent group:
trained blgealth centresd
VHTSs (schools and groups

134,104,8|

134,104,8|

600.0

600.0

2.8

Communities and schools
supported by extension
workers (number of facilit;
staff

143,860,8;

110,170,2

74.0

74.0

3.0«

Training conducted for Ma
Trainers, Training of Train
and other stakeholders

(workshops/trainings/ actiy

380,339,5!

254,844,5!

31.0

17.8

6.8

Quartdy support to District
Nutritional Committees
(quarters)

3,300,0(

1,500,0(

8.0(

3.0(

0.0t

District Serannual and
Annual Review meetings |
(number)

21,145,5(

16,145,5(

6.0(

2.0(

0.2(

Distrits, schools and
communities supervised o
quarterly basis (visits)

10,818,0(

6,948,0(

13.0i

7.0(

0.1¢
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Project launched in the dis

(number of launch events) 10,000,0( 10,000,0( 1.0( 0.0( 0.@
Programme Performance (Outputs) 95.11¢
Annual

Outcome Indicator Target  |Achieved Score ( %)

% change in farming households supported with p 11 0.9! 61
strategic commodities N Y )
Programme Performance (Outcomes) 63%
Overall Programme Rarhance 84.09

Source: Field findings

However, the outcomes were lower due to low outreach of
the intervention in terms of districts, schools, farming
communities and small size of demaatibn gardens. In
Kiryandongo Dstrict, about 30 schools had pgaroduction
due todrought and pests and diseases.

The intervention contributed to improved diet within the

schools and surrounding communities that adopted and

planted the vegetable seeds. School Nutrition Committees

were established and children gairgdlls in production

and preparation of micronutrient rich foods. The project

strengthened intesectoral coordination and collaboration

between the implementing agencies MAAIF, MoH,

MoES,andLGs. A key challenge was poor data collection

and storagedr the project across the districts that made

analysis of outputs and outcomes difficult. The monitori MAAIF supported vegetable demonstration

and evaluation system for this project was under develop  garden was performing well at St. Peter Claver
Walugogo Primary School in Bukgyo village,

Iganga District

Challenges

i) Lower project outcomes and outputs due to small size of demonstration gaetiyre
release and disbursement of funds to schools, drought, poor maintenance of gardens
during school holidays and inadequate supervision of interventions. Some schools
lacked farming land.

i) Slow/poor accountability and record keeping for funds disbuteedchools due to
limited skills among Head Teachers and staff for handling procurements and recording
financial transactions.
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