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PS/ST’s NOTE

Greetings
Our Dear Stakeholders,
I welcome you to this Issue of the MOFPED TIMES, our premier platform for sharing insights into
MoFPED’s journey of growing a competitive economy for national development.
There is no doubt that the impact of COVID-19 on the economy is a reality we have to deal
with, and that is why the budget for FY 2021/2022 will focus on interventions which will sustain
recovery from the socioeconomic setbacks caused by COVID-19 and other shocks.
We will continue to prioritize investment in key public infrastructure, support the private sector
to increase production and productivity, guard against poverty vulnerabilities through the
Parish Development Model and other social protection interventions, in addition to addressing
the health impact of COVID-19.
We are optimistic that our economy will remain resilient amidst these economic shocks like it
did during the previous COVID-19 wave. The economy grew by 3.3 percent during FY 2020/21
from 3.0 percent in FY 2019/20 and 3.1 percent earlier projected. We have already projected
a growth rate of 4.3 percent in FY 2021/22 based on the assumption that the negative
consequences of the pandemic will subside with COVID-19 vaccinations.
The most immediate priority of the Government is to procure vaccines and speed up
vaccination to enable all sectors of the economy to open.
I wish you pleasant reading!

Keith Muhakanizi
Permanent Secretary and
Secretary to the Treasury
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Katosi Water
Project
The Katosi Water project in Mukono district will add over 160 million litres of
water per day to the Greater Kampala Metropolitan Service area. This will
address the water supply gaps in the city.
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EDITOR’S NOTE

Dear

Stakeholders,

I welcome you to this Issue of the MOFPED TIMES, at a critical time when the country is
grappling with the second wave of the COVID-19 pandemic.
Just like the first wave, this second wave of the pandemic will obviously affect the
performance of the economy in the FY 2021/2022.

In this issue, we bring you highlights of the budget for FY 2021/2022, as well as expert views
and analysis from the post budget speech engagements. As already highlighted, some
of the interventions spelt out in the budget speech might be affected due to the need to
address the immediate negative consequences of the Covid-19 pandemic.
Don’t miss the measures that have been put in place to provide adequate and equitable
resources to the local governments to effectively deliver services to the people of Uganda.
We are also keen to share some developments in the oil and gas sector and steps being
taken to prepare Ugandans to be part of this blossoming industry.
Welcome to these engaging discussions, including why we believe Uganda’s debt remains
sustainable.
Enjoy your reading!

Apollo Munghinda
Principal Communications
Officer

Apollo Munghinda
Principal Communications
Officer
Ministry of Finance,
Planning and Economic
Development.
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Salutations

Karibu sana karibu tena

The
MoFPED
fraternity
heartily
congratulate and welcome the Political
Leaders appointed by H.E the President
of the Republic of Uganda to superintend
the Ministry of Finance, Planning and
Economic Development.
The top techinical team and staff pledge
maximum cooperation in building a
Competitive Economy for National
Development.
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tations

Karibu sana karibu tena

Hon. Matia Kasaija
Minister of Finance,Planning and
Economic Development

Hon.Amos Lugoloobi
Minister of State for Planning

Hon. Evelyn Anite
Minister of State for Privatization and
Investment

Hon.Haruna Kyeyune Kasolo
Minister of State for Microfinance

Hon.Henry Musasizi
Minister of State for General Duties
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FY 2021/2022 BUDGET

FY 2021/2022 BUDGET

FY 2021/22 National Budget Speech

KEY HIGHLIGHTS
Theme: Industrialisation for Inclusive Growth,
Employment and Wealth Creation

T

he Finance State Minister for Planning,
Hon. Amos Lugoloobi presented the
budget speech on 10th June, 2021,
at an event held at Kololo Ceremonial
grounds. The Budget for FY 2021/22 focuses
mainly on Industrialization and wealth
creation through creation of jobs as well
as supporting economic recovery from
effects of COVID-19.
Agro-industrialization: This strategy will address low production and productivity of
primary agriculture, poor harvest handling
and storage, limited value addition and insufficient market access. UGX 1.67 trillion
has been allocated to support agro- industrialization initiatives in FY 2021/22.
Agro-industrialization will be achieved
through developing commodity value
chains linking national, regional, district
and sub-county level commodity off-takers
to private nucleus farmers. This will enable
production of 14 key commodities under
Parish Development Model that include
maize, cassava, banana, beans, Irish potato, sweet potato, millet, sugar cane, cattle
(beef), dairy, coffee, tea, cocoa and fish.
The Parish Development Model (PDM):
This approach seeks to create income generation opportunities at the 10,594 Parishes
in the country. The Parish Development has
seven pillars that include: (i) Production,
processing, value addition and marketing,
(ii) Infrastructure and other economic services including extension services, energy,
roads, market structures, water for production and mind-set change for business
orientation, (iii) Financial Inclusion through
cooperatives, SACCOs, revolving funds.
Other pillars include (iv) Social Services delivery including health, education, water,
and other social development services, (v)
Re-establishment of the Community Information System, (vi) Parish Governance and
Administration, and (vii) Mind-set Change.
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Government will also support building of
parish and sub-county centers and district
and regional warehouse storage capacity with adequate equipment to address
post-harvest losses.There will be provision of
affordable long term agricultural financing
and insurance to de-risk entrepreneurs at
all levels of the Commodity Value Chain.
Gov’t in the next FY will also complete the
construction of storage facilities of 42,000
Metric tonnes capacity in Iganga, Isingiro,
Amuru, Kalungu, and Nebbi.

In the Education Sector, next financial year
priority, will be placed on improving staffing
and teacher quality at all levels; enhancing
inspection and supervision of schools, rehabilitate primary and traditional secondary
schools and complete construction of selected vocational institutions.
4,200 primary school teachers will be recruited to raise the national staffing level to
70%. In addition, 1,055 secondary teachers
will be recruited in local governments with
staffing level below 50% of the establishment. To improve supervision, 440 inspectors will be recruited across all local governments.
Access to Safe water and Sanitation is important in improving the wellbeing of the

population. The target is to increase the
coverage of safe water supply in rural areas to 81% and to 100% in urban areas by
2025. Shs.124.9 billion has been provided
for rural water, and Shs.523.4 billion for urban water.
Commercializing Minerals, Oil and Gas Endowments: UGX 49 billion was budgeted
for in the budget for Financial Year 2021/22
to support the mineral development interventions.
Exploitation of Uganda’s minerals, oil and
gas endowments, is a major source of
growth in the medium term. Mineral beneficiation adds economic value to naturally
endowed minerals. The commercialization
of our oil and gas endowments will generate investments of between US$ 15 – 20

In the next FY 2021/22, Gov’t will support
the multiplication of fish, poultry and crop
technologies developed by National Agricultural Research Organisation (NARO)
and improved breeding stock by National
Animal Resources Centre and Databank
(NAGRC&DB) will be replicated across
the country using the Parish Development
Model.
For Peace, Security and Good Governance, Shs.6.9 trillion has been provided
for in the budget owing to the fact that
these are key in providing a conducive environment to facilitate socioeconomic development. The provided resources will go
towards maintaining military equipment,
completing the construction of Mbuya military hospital as well as commencing on the
construction of 30,000 military housing units
and completion of phase 3 of the safe city
CCTV project.
To enhance Human Capital Development,
UGX. 7.7 trillion has been allocated next financial year. To improve the wellbeing of
Ugandans, Shs.560 billion has been provided for procurement of vaccines to guarantee protection against the COVID-19
pandemic. In the health sector, next FY,
43 health facilities will be upgraded and
new ones constructed in 60 Sub-counties. The National Medical stores budget
has been increased from Shs.420.3 billion
in FY 2020/2021 to Shs.600.3 billion in FY
2021/2022.
MOFPED TIMES|ISSUE 3 13

EXCLUSIVE INTERVIEW

billion over the next five years. The requirement to have these investments with substantial local content will enable the creation of jobs and allow local companies to
benefit from supplying goods and services
to the petroleum sector.
The priority interventions in the mining industry next financial year include establishment of the mineral reserves that are economically feasible for extraction, finalising
the mining law and enhance Public Private
Partnership (PPP) arrangements to develop
minerals, starting with iron ore in Western
Uganda, restoration of the Katwe Salt Factory among others.
Infrastructure for Economic Growth and Development:UGX 5.1 trillion was allocated
in the budget for the development of the
integrated transport infrastructure and related services. Out of this, UGX487.4 billion
is for road maintenance, and UGX135.9 billion is for community roads improvement.
14 MOFPED TIMES|ISSUE 3
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Uganda has invested heavily in addressing
key infrastructure gaps. There are still some
gaps that will be addressed in the medium
term to enhance growth and socio-economic transformation.
Interventions to address infrastructure gaps
include upgrade of 400 kilometres equivalent of national roads from gravel to tarmac, including the construction of 37 new
bridges on national roads, rehabilitation of
200km equivalent of national roads and
400km of community access roads, and
the maintenance of National and District
Urban and Community Access (DUCAR)
road network, rehabilitation, procurement
of ferries and construction of selected
landing sites including the Laropi, Obongi
and Kyoga ferries; and the Bukuungu-Kagwara-Kaberamaido landing sites.
Also, in the next FY Gov’t will continue to
support the revival of the National Airline
and the maintenance of upcountry aero-

dromes, acquire right-of-way for the Standard Gauge Railway (SGR), rehabilitate
Tororo - Gulu Meter Gauge Railway; and
the Kampala-Malaba Meter Gauge railway line; and also complete the Gulu Logistics Hub.
Energy infrastructure: UGX1.1 Trillion was
allocated in the budget for Financial Year
2021/22 for the development of energy infrastructure and services. Out of this, UGX
646.2 billion is earmarked for rural electrification.
Building capacity to meet the energy
needs of Uganda’s population in an environmentally sustainable manner is a major
national priority. Key interventions include
further development of generation, transmission and distribution capacity, increasing electricity access including implementing the free electricity connections policy,
reducing energy losses and curbing vandalism of electricity infrastructure, provide

EXCLUSIVE INTERVIEW

affordable electricity tariffs, including the
power subsidy of US$5 cents for manufacturers who qualify as extra-large industrial
consumers among others.
Renewable energy: Regarding the promotion of renewable energy, the government
will commission solar mini-grid plants in Rubirizi and Kasese districts. These include the
Kasenyi 37 kilowatts, Kashaka 28 KiloWatts,
Kazinga 26 KiloWatts, Kihuramu 18 KiloWatts, Kisebere 16 KiloWatts, and Kisenyi
32 KiloWatts. These solar mini-grids were
constructed by Worldwide Fund for Nature
- Uganda. The mini-grids will provide power
to isolated community clusters.
In order to boost business activity, access to
affordable medium to long term capital is
key. Uganda Development Bank will be further capitalized with an additional Shs.103
billion in FY 2021/2022 in addition to Shs.555
billion disbursed in FY 2020/21 for lending to
small and medium enterprises affected by
MOFPED TIMES|ISSUE 3 15

UGX 1.67

TRILLION

ALLOCATED
TO SUPPORT

AGRO-INDUSTRIALIZATION
INITIATIVES IN FY 2021/22

FURTHER CAPITALIZED
WITH SHS.103 BILLION
IN FY 2021/2022

the Covid-19 pandemic among others.

ment Information System.

With regards to Investment promotion, 23
regional Industrial business parks across the
country will be established and these are
expected to generate 350,000 direct jobs
and 650,000 indirect jobs.

Digital Transformation: UGX134.9 billion has
been allocated in the budget for Financial Year 2021/22 to enhance digitization
of the economy. ICT is key to enhancing
socio-economic transformation and for
improving efficiency and productivity. The
COVID-19 pandemic has presented the
opportunity for digital transformation of the
economy.

The Budget for the Judiciary has been substantially enhanced from Shs.199.1billion to
Shs.376.9 billion out of which Shs.146.6 billion has been provided for recruitment and
facilitation of Judicial staff and Shs.18.2
billion for implementation of the Electronic
Court Case Management Information System and the prosecution Case Manage16 MOFPED TIMES|ISSUE 3

UDB

The major priorities for Financial Year
2021/22 will include the extension of broadband ICT infrastructure up to the sub-county level, expanding the Digital Terrestrial

Digital

Infrastructure for

ALLOCATED UGX134.9
BILLION FY 2021/2022

ALLOCATED UGX

TRANSFORMATION

Television and Radio Broadcasting network
to facilitate tele-education for learners;
and facilitating the development of software solutions to support e-Government,
e-Commerce and e-Payment, among others.
Bearing in mind that Applied Research in
Science, Technology and Innovation are
key to Industrialisation and socioeconomic transformation, Shs.358.5 billion was allowed in the budget for next year for Innovation and Technological development.

Economic Growth &

Development

TRILLION

5.1

Pursuing Regionally Balanced Growth:
Greater linkage between production and
processing facilities at a local level can
be established through a regionally balanced growth approach. Regional balanced growth entails the development of
value chain enterprises beyond the Central Corridor of Malaba - Greater Kampala
Metropolitan Area (GKMA) – Mbarara. Developing additional corridors of growth will
diversify economic development.
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PRESS STATEMENT

STATEMENT BY FINANCE MINISTER MATIA KASAIJA ON
IMF EXECUTIVE BOARD APPROVAL OF EXTENDED CREDIT
FACILITY FOR UGANDA TO SUPPORT POST COVID-19
RECOVERY
The Government of the Republic of Uganda has negotiated a three year Financial and
Economic Program with the IMF to support the country in its monetary, economic and fiscal
policies and programs so that we build and maintain a strong economy.
The program with the IMF came in timely when our economy was affected by external
and domestic shocks including the outbreak of COVID-19 pandemic. Due to those shocks,
economic growth declined from the 6.8% in Financial Year 2018/2019 to 3.0% in financial
year 2019/2020.
Despite these shocks, the economy was on the path to recovery although this may slow
down due to the impact of the second wave of the COVID-19 pandemic that has led to a
second lockdown.
The measures introduced by the world and our government to contain the spread of the
pandemic like restrictions on travel resulted in low economic activity. This has affected the
three sectors of the economy i.e services, industry and agriculture. Consequently this has
negatively affected household incomes.
In this regard, Government of Uganda requested International Monetary Fund (IMF)
assistance to support our emergency response to the COVID-19 pandemic as well as to
support economic recovery in the short, medium and long term.
The Executive Board of the IMF, on 28th June 2021, approved a 3-year financing package
under the Extended Credit Facility (ECF) for Uganda in an amount of SDR 722 million
(equivalent to USD 1 Billion) to support the post COVID-19 recovery. The 3-year program
will cover the period 2021 – 2024 and the resources will be disbursed in seven (7) tranches.
These funds will support Uganda to deal with the COVID-19 pandemic and our strategy of
“Inclusive growth, employment and Wealth Creation” as stipulated in the NDPIII.
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The approval of the ECF arrangement enables the immediate disbursement of about USD
258 million, usable for budget support. This follows the IMF emergency support to Uganda
under the Rapid Credit Facility (RCF) in May 2020 of SDR 361 million (equivalent to USD 491.5
million).
The program will include reforms to increase domestic revenues, foster public sector
efficiency and strengthen governance while preparing the ground for sound management
of oil revenues. The program will also strengthen monetary policy and financial sectors
frameworks as well as promoting financial inclusion.
In the first year, government will focus on ensuring debt sustainability while increasing social
spending, including for vaccines. The program will also ensure the implementation of the
Domestic Revenue Mobilization Strategy (DRMS), better management of public investment,
control of domestic arrears as well as improving budget execution.
I urge all Accounting Officers of Government to utilize all public funds at their disposal
efficiently and transparently to drive growth and provide services to the people of Uganda.
I will not hesitate to institute disciplinary measures on any Accounting Officer who fails to
provide accountability or execute timely Government projects and programs.
For God and my Country

Matia Kasaija (MP)
MINISTER OF FINANCE, PLANNING AND ECONOMIC DEVELOPMENT
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Finance Ministry moves

TO
REVIEW
performance of projects
By MoFPED
Communications team

The Ministry of Finance Planning and
Economic Development is on move to audit
loan projects, targeting sectors that have
failed to absorb borrowed funds to finance
development projects.
Patrick Ocailap, the Finance Ministry Deputy
Permanent Secretary / Deputy Secretary
to the Treasury, says the audit will give a
clear sense of direction on the way forward
regarding effective management of project
funds. He said Accounting officers for the
affected MDAs will have to explain why
borrowed funds haven’t been used, an issue
that makes loans expensive.

Post Budget
e-Conference FY2021/22

He made the remarks during the two day
Post Budget speech e-Conference for FY
2021/22 at Uganda Bureau of Statistics
conference hall recently under the theme:

“Industrialization for Inclusive Growth,
Employment and Wealth Creation.” Ocailap
said that a fully detailed report on the audit
will be released in September this year.
“When we borrow money, we expect
that money to contribute to the growth of
economy. Now when it is not absorbed, that
growth is missed,” he explained.
On public debt, Ocailap said it is projected
to rise to 51.9 percent of GDP in FY2021/22
on account of borrowing to finance key
infrastructure projects, especially in the
transport and oil & gas sectors.
“ However, public debt is projected to decline
thereafter on account of increased Domestic
Revenue as Government implements the
Domestic Revenue Mobilization Strategy,” he

stated.

‘Improve efficiency’

Ocailap said despite the impact of
COVID-19, the Ugandan economy grew
by 3.3 percent during the Fiscal Year (FY)
2020/2021 compared to the revised 3.0
percent registered in FY 2019/2020.

Mukunda said Government needs to pay
close attention to its rising fiscal deficit
and the increase in public debt towards
unsustainable levels. According to him, the
increase in loans to deal with the implications
of the COVID-19 pandemic should be
checked. This calls for clear mechanisms for
good public debt management as well as
the efficient use of available resources to
avoid slipping deeper into debt stress.

“The size of the economy in nominal terms
increased to UGX 148,278 Billion in 2020/21
from UGX139, 711 Billion in 2019/20.”
He added: “We are projecting a growth
rate of 4.3% in FY2021/22. This is based on the
assumption that the negative consequences
of the pandemic will subside with COVID-19
vaccinations and other clinical trials.”
About the budget, Ocailap said the Budget
for FY 2021/22 will focus on interventions
which will sustain recovery from the socioeconomic setbacks caused by Covid-19 and
other domestic shocks such as the locusts
invasion and floods.
Uganda Revenue Authority Commissioner for
Legal Services and Board Affairs, Patience
Tumusiime Rubagumya who represented
URA Commissioner General said increase
in tax collections will be realized from an
improvement in the level of economic
activity, increased efficiency in tax collection
through strengthening compliance and
enforcement as well as tax measures and
administrative reforms.
Some of the interventions to be implemented
by URA include: Process management
enhancement, leveraging the use of
technology and data analytics, improving
tax education and research to support tax
base expansion, customs modernization and
optimizing stakeholder engagement and
participation in revenue mobilization.
“Our ultimate goal is to raise enough
revenue to fund government expenditure
and eliminate donor dependence,” said
Rubagumya.
Julius Mukunda, the Executive Director
Civil Society Budget Advocacy Group
(CSBAG) said the growing need to spend
amidst a revenue shortfall has necessitated
government to borrow both internally and
externally.
“Uganda’s debt levels pose a threat to
its ability to sustainably service it without
affecting
service
delivery.
Currently
approaching 51%, the country’s debt has
been affected by high commitment fees
and rising interest rate payments that are
becoming a high cost to debt servicing,
especially when there are inconsistencies in
implementation of the borrowed resources.”
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‘Ensure sanctions
resources’

on

misuse

of

Gov’t

Mukunda said that Ministry of Finance in
partnership with the Auditor General need to
implement a carrot and stick for MDAs that
misuse the limited government resources,
especially during this period when the
country is experiencing a pandemic and
needs every shilling that is mobilized.
“The MDAs and LGs that misused COVID-19
resources in FY 2019/20 and the current
FY should be brought to book and an
effort made to recover what could still be
available.”
‘Look for new areas for taxation purposes’
On taxation issues, Jane Nalunga, the
executive director SEATINI Uganda said that
the issue of tax policy is crucial because
government needs resources to finance
various development projects. She said Gov’t
needs to look for new areas to tax or stem the
outflow of the little resources available.
“Tax harmonization is important regionally
and this is a major cause of smuggling across
the borders. We need to build capacity on
how to tax the digital economy, instead of
taxing the consumer we should go for the big
businesses,” she stated.
On tax education, Nalunga said that tax
payers should be educated and be able to
understand where the government is coming
from to table certain taxes.“When you look
at for example the new internet tax, it is
taxing the consumers rather than taxing the
businesses.”
Recommendations
Some of the recommendations from the two
day post budget e-Conference include:
Efficiency in government spending given the
limited fiscal space, enforcing strict sanctions
against non-compliant public officials who
contravene Public Financial Management
Laws and guidelines as well as strengthening
monitoring and evaluation of government
projects and programmes.

MOFPED TIMES|ISSUE 3 21

TRADE

Non-Tariff Barriers
Hindering EAC Regional
Trade - says Ocailap
T

he Deputy Secretary to the Treasury,
Patrick Ocailap has said one of the major
impediments to regional trade in the EAC,
is the issue of non-tariff barriers which have
the effect of reducing intra-regional trade.
Ocailap made the remarks during the Post
East African Tax and Budget dialogue for FY
2021/2022 at Sheraton Kampala hotel.
In a speech delivered on his behalf by
Moses Kaggwa, Acting Director Economic
Affairs, Ocailap said whereas trade among
the Partner States does not attract tariffs,
non-tariff measures have increasingly been
adopted.

Patrick Ocailap,
Deputy Secretary to the
Treasury

“We are all aware of the recent barriers that
Ugandan goods have faced in accessing
some countries. In order to mitigate this
menace, the Sectoral Council directed
Partner States to use regional structures such

as the EAC Standards Committee to resolve
matters amongst themselves other than
taking unilateral interventions,” said Ocailap.
According to the Deputy Secretary to
the Treasury, the Sectoral Council also
directed the EAC Partner States to remove
all discriminatory fees, levies, and charges
of equivalent effect. He also said that the
Council directed Uganda, South Sudan and
Kenya to expedite the removal of visa fees
among themselves.
Ocailap said other measures that have been
put in place to reduce non-tarrif barriers
include establishing the Single Customs
Territory which is aimed at reducing restrictive
regulations and minimizing internal border
controls on goods moving among Partner
States.
“The objective is to reduce the cost of doing
business, reduce administrative costs related
to enforcement among other benefits.”
‘Harmonise EAC taxation policies’
Meanwhile, Tax experts have called for
harmonization of taxation policies if EAC
Partner States are to boost trade among
themselves. According to the tax experts,
arbitrary taxation among sections of member
states distorts the entire idea of integration
and economic development.
“Stopping arbitrary taxation measures is key
in the harmonization of tax policies. We need
to support Small and Medium Enterprises
(SMEs) through revising unnecessary tax
costs by tax bodies; remove taxes that are
sort of punishments to small businesses,”
said Leonard Wanyama, a tax expert and
the Coordinator of East Africa Tax and
Governance Network (EATGN).
He called for a human rights approach
towards taxation management, noting that
taxes should be equitable and fair and must
not harm the payers.
Wanyama called for more collaboration
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between Government and Civil Society
Organisations (CSOs) to come up with taxes
that support growth of businesses.

According to the study, Kenya and Uganda
have an automatic tax exemption regime
where the taxpayer meets the set criteria.

“Uganda gives us a good example in terms
of collaboration between civil society and
Government. Uganda is a shining State to
the rest of the region, it’s not only proactive
but also participatory,” he explained.

“Tanzania requires the Minister to exercise
discretion to grant the exemption; there are
however executive exemptions in Uganda
though not statutory. Uganda and Kenya
have time bound exemptions for ten years
while the Tanzanian exemption regime is not
limited by time,” reads part of the study.

Jane Nalunga, the Executive Director
Southern and Eastern
Africa Trade
Information and Negotiations Institute
(SEATINI) Uganda, said that harmonisation of
taxation policy is key in eliminating national
tax measures that could have a negative
effect on the free movement of goods,
services & capital in the EAC.
She noted that harmonisation is also
necessary to avoid potential risks associated
with engaging in tax competition especially
regarding corporation tax rates.
“There is a need to put a requirement that
at least tax amendments are passed through
the committee for discussions before they
are passed by a particular country. For now,
at least tax incentives for investors need to
be agreed upon at EAC level,” said Nalunga.
Nalunga called for the need to develop an
online platform that tracks tax amendments
across the region. This, according to her,
will greatly support easy comparisons and
subsequently early interventions against
harmful tax measures.
EAC taxation harmonization
According to the research conducted by
SEATINI on taxation policies in EAC countries,
there are significant differences in regards
to how the tax incentives are applied.

SEATINI’s Jane Nalunga(left)
explains Uganda’s tax issues

The study also indicates that Uganda has
an elaborate regime that lists the qualifying
sectors. In Kenyan and Tanzania, regimes
are wider without being limited to specific
sectors.
Abel Kagumire, the Commissioner Customs
at Uganda Revenue Authority (URA)
said harmonization of taxation policy will
ensure that EAC Partner States don’t look
at themselves as competitors rather than
collaborators.
However, he said that different levels of
economic growth pushes some countries
into certain taxation policies in a bid to boost
domestic revenue collections.
“We must bear in mind that the level of
development among EAC states isn’t the
same. Kenya is in the middle income status,
but here we haven’t yet reached there.
On Value Added Tax (VAT), Kenya charges
16% yet here in Uganda we are charging 18%,
this makes Kenya’s products cheaper on the
market,” said Kagumire. He said that the 2%
difference is significant. “If we are to trade
together as EAC countries, harmonization is
important.”
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Boost
GOV’T Moves to

Household Incomes, Improve
Quality Of Ugandans

G

“

overnment,
in
the
National
Development Plan III (NDPIII) is on
the move to improve household
incomes and the quality of Ugandans,
through
sustainable
industrialization,
inclusive growth, job expansion and wealth
creation, according to Prime Minister Rt.Hon.
Ruhakana Rugunda (Editor’s note: Now
Former Prime Minister)
Rugunda said this during the semiannual review of the Development Plan
Implementation
and
Private
Sector
Development Programme workshop at
Office of Prime Minister in Kampala on
March 24, 2021.

He said that there were many instances
where money spent did not match results
achieved.
“Secondly and relatedly, there was a great
deal of silo approach to the implementation
of the plans. Although we had the sectors,
they did not facilitate cross institutional
collaborations adequately. Government
ministries and agencies were more
concerned about their mandates and
less about ultimate development and the
impact they would have on people’s lives,”
said Rugunda.

The Government is committed to
deliver the NDP III in full. We have
learnt lessons from implementation
of NDP I and NDP II
In the speech that was read on his behalf
by Finance Minister Matia Kasaija, Rugunda
said the Government is focusing on
enhancing value addition, strengthening
private sector capacity to drive growth and
create jobs, increasing stock and quality of
productive infrastructure among others in a
bid to achieve the aforementioned targets.
“The Government is committed to deliver
the NDP III in full. We have learnt lessons from
implementation of NDP I and NDP II. The first
of these is that coordination and oversight
were not sufficiently strong in the last 2 plans.
As a result, there was much duplication
of efforts and wastage across sectors
and institutions,” said the Prime Minister.
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What NDP III is about?
NDP III is based on a programme approach
to planning, budgeting, implementation
and results reporting. NDP III is the third
in a series of six NDPs prepared by the
National Planning Authority (NPA), which
will guide the nation in delivering aspirations
articulated in Uganda Vision 2040.
In NDP III, 18 National Programmes have
been identified with well-articulated results,
objectives and interventions to achieve
this goal. Under NDP III, programmes are
required to have annual and semi- annual
performance reviews and produce reports
which are a key point of reference during the
preparation of subsequent financial year’s

Programme and Vote Budget Framework
Papers and Ministerial Policy Statements.
Oversight functions to be strengthened in
NDP III
According to Prime Minister Rugunda, the
oversight will be strengthened with the
introduction of the new structure, Apex
Platform which will be chaired by the
President with members including Prime
Minister, Minister of Finance, Planning and
Economic Development, Minister of State in
Office of President in charge of NDP III and
the Chairperson NPA.
“This structure shall receive periodic reports
on implementation of NDP III and take
decisions to resolve any weakness or
contradictions. Weak performance will be
sternly dealt with. Secondly, coordination
under my office will be strengthened with
creation of a National Coordination Office
on the NDP III. We are also going to reform
the GAPR to make it more result oriented and
to align it with the NDP III,” said Rugunda.

communicate key priority results to be
achieved as well as forcing cross institutional
collaboration when delivering results.
“These reforms are being extended to
Government institutions. As you may know,
we recently agreed on the roadmap to
reform Government agencies with the
aim of reducing waste and improving
efficiencies. This is part of our bigger plan
to restructure Gov’t institutions to eliminate
duplication and improve their alignment to
NDP III results.”

Finance Minister
appreciates
Accountant
General,Semakula
for role he played
as Chairperson of
Accountability sector

On Development Plan Implementation
programme (DPI), Rugunda said it will
enable Government to focus sharply on
ensuring that NDP III is delivered.
About Development Plan Implementation
programme(DPI)

Government key NDP III delivery reforms

The DPI objectives include strengthening
capacity for development planning,
strengthening budgeting and resource
mobilization, strengthening coordination,
monitoring and reporting frameworks and
systems among others.

The Premier said reforms on how Gov’t will
deliver on the NDP III is underway. According
to him, the introduction of 18 programmes
replacing sectors was deliberate, first to

The programme outcomes include effective
and efficient allocation and utilization of
public resources, effective Public Investment
Management,
fiscal
credibility
and
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ECONOMY
sustainability, improved budget credibility,
development
results
and
improved
compliance with accountability regulations
among others.
NDP III key targets for DPI programme
include achieving at least 80% NDP III
targets, increase GDP growth from 6.3% to
at least 7% per annum, increase revenue to
GDP ratio from 15.6% to 18% by 2025 among
others.
DPI Programme Performance
From the analysis, 27 votes including Public
Universities and Local Governments were
involved in DPI programme activities. The
budget allocation for all DPI 27 votes plus
Local Governments was UGX.10.15 trliion.
The financing of the DPI programme was
generally satisfactory.

Finance Minister
Kasaija in group photo
during the DPI & PSD
Semi annual review
workshop at OPM
Conference hall.

On
non-financial
performance,
the
economic and revenue growth were
generally
impacted
by
COVID
19
pandemic. However, Cabinet approved
the parish model to strengthen community
level planning, reforms of procurement laws
and alignment with Local government’s

ECONOMY
legislation to improve the procurement
processes.
Under
effective
public
investment
management, PIMS policy was completed
during the period and submitted to Cabinet
for approval.
About alignment of plans and budgets,
MDAs had not completed strategic plans
under NDP III. Other challenges that affected
alignment of the budget included pressures
due to COVID 19 and other disasters that
heightened supplementary spending.
Private Sector Development (PSD) Semiannual performance FY 2020/21
The goal of PSD programme is to increase
competitiveness of the private sector to drive
sustainable growth. Programme objectives
include lowering the cost of doing business,
promoting local content, strengthening
an enabling environment for enforcement
of standards and strengthening role of
Government in unlocking investment in
strategic economic sectors among others.
PSD programme member institutions include:

Ministry of Finance Planning and Economic
Development, Ministry of Trade, Industry
and Cooperatives, Ministry of Science,
Innovation and Technology, Uganda Export
Promotions Board, Uganda Development
Bank, Uganda Bureau of Statistics, Uganda
Retirement Benefits Authority, Uganda
Investment Authority, Ministry of Foreign
Affairs and Uganda Registration Services
Bureau among others.
PSD programme results include reducing the
informal sector from 51% in 2018/19 to 45% in
2024/25, increase non-commercial lending
to the private sector in key growth sectors
from 1.5% in 2018/19 to 3% of GDP as well
as increasing proportion of public contracts
and sub-contracts that are awarded to
local firms from 30% to 80%.
PSD programme performance
On lowering cost of doing business,
Government has increased the access to
affordable credit through;
a) Providing UGX 445 billion to Uganda
Development Bank as part of the greater
plan to recapitalize the Bank with UGX 1,045
billion over the medium term.
b) Recapitalising Trade Development Bank
and Post Bank.
c) Microfinance Support Centre disbursed
423 loans to beneficiaries in both
conventional and Islamic Finance worth
UGX 26.67 billion.
On strengthening the organizational and
institutional capacity of private sector to
drive growth, Government has developed
Development Formulation and Coordination
of National Business Service Strategy and
strengthened the capacities to harness
benefits of coordinated private sector
activities.
Other achievements include developing
and implementing holistic local content
policy, legal and institutional framework,
building capacity of local firms to benefit
from public investments and undertaking
strategic and sustainable government
investment in addition to promoting private
sector partnerships in key growth areas
among others.
Development Partners views on NDP III
implementation, DPI programme
According to Nicolas Gonze, the Head of
Governance and Human Rights at European
Union, the Development Partners recognize
that the strategic shift from sector based
budgeting to program based budgeting
has far reaching implications for the entire
public finance management systems.
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He said the success of this new approach
will depend largely on strengthening
performance monitoring systems and the
quality of data on which the systems are
based.
“We encourage Government to work
on harmonized monitoring and reporting
arrangements across lead institutions.
We are ready to support the sustained
effort that will require to improve definition
of performance measures and targets,
along with timely reporting and analysis
of progress,” said Gonze, adding that
efficiency of Government is important for
effective delivery of NDP III.
He said they welcome Government’s
recent announcement of the roadmap for
rationalizing agencies, commissions and
authorities to cut down wasteful expenditure
while improving efficiency.”
Development Partners also expressed
concern about challenges in connecting
and
collaborating
with
Government
counterparts on some of the new
programmes. Gonze said while these
challenges may be temporary, they
are affecting their engagements with
Government within early stages of NDP III
implementation.
“These challenges appear to be attributed
mainly to the flow and sharing of information.
While we recognize the difficulties faced
by institutions in these changing roles, we
urge Government to improve coordination
and sharing information on the NDP III
implementations to enable appropriate
participation of Development Partners,
CSOs and other partners,” he noted.
On Development Plan Implementation (DPI)
programme, the Development Partners
are concerned about the fact that timely
and comprehensive progress reporting
against DPI’s monitoring and expenditure
frameworks is not yet fully functional.
Gonze said, if not resolved this will weaken
considerably the value and dialogue of
Semi- Annual Reviews.
“Development Partners look forward to
reaching agreement on details of our
participation in the DPI structures and
meetings to a successful engagement
around this programme. We consider that a
specific guidance note on the governance
of the 18 NDP III Working Groups is urgently
required to be widely disseminated and
communicated.”
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Providing

Adequate & Equitable

resources to local governments to
efficiently deliver basic services
problems were contributing to a stagnation
in the quality of local service delivery and
inequitable provision across the country.

Director Budget,
Kenneth Mugambe

L

ocal governments are responsible for
primary and secondary schooling,
health centres and district hospitals,
rural water schemes, agriculture extension,
feeder and access roads and other critical
basic services. Since 2015, the Government
has been improving the way it finances the
local governments to deliver these services.
Reforms
have
significantly
increased
spending on schools, health centres, district
hospitals and rural water. New allocation
formulae are targeting these funds towards
the local governments with the greatest
needs and the new systems give local
governments greater incentives to improve
their performance.
As a result of these changes, funding for
building and running basic services has
already increased significantly. Capitation
grants to primary schools have doubled
from USh10,000 per pupil per year in 2018/19
to USh17,000 in 2021/22, in addition to a USh
1.35 million block transfer per school. Funding
for primary health centres has risen by over
240%, with over 2,500 facilities benefiting
across the country. Similarly increasing the
budgets for development grants will support
the construction of more than 250 new
secondary schools and create more than
340 health centre IIIs by 2023/24.
Independent
performance
assessment
results are available to all citizens to show
how well a local government is fulfilling
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its role in the management of service
delivery. The combination of larger, more
equitable funding with better central and
local government management will help to
improve the quantity and quality of services
available to citizens across the country.
History of
reforms

local

government

financing

The Decentralisation Policy enshrined in the
Constitution and the Local Government
Act mandates local governments to deliver
a wide range of basic services including
primary and secondary education, primary
healthcare, agriculture extension, rural
water and other essential services. Ever
since the 1990s, the main source of funding
to local governments to deliver services has
been local government grants provided
by central government. These account
for around 75% of total local government
financing across the country. As a result, the
national budget and grant management
systems have a significant bearing on the
work of local governments.

The Government launched the Intergovernmental
Fiscal
Transfer
Reform
Programme in 2015 to respond to these
challenges. The main aims were to
rationalise the number of grants, develop fair
and objective formulae for allocating the
grants to local governments and gradually
increase the adequacy of local government
funding. This was supported by changes
to ensure additional resources were used
well, including re-establishment of the Local
Government
performance
assessment
system, increasing budget transparency,
and moving the focus of spending controls
from inputs to service delivery outputs.
These reforms are supported with financial
assistance from the World Bank, UK and
European Union and technical assistance
from the Overseas Development Institute
(ODI).

Increasing funding for local services
Since 2015/16, the Government has almost
doubled spending on local government
transfers. Even when factoring in inflation
and population growth, spending has
risen by 26% in this period. Almost all
services have received some spending
increases, but most resources were
targeted at increasing primary health care,
education and agriculture service and
increasing unconditional grants which local
governments use for administration and
priority local development projects. The
Government has also prioritised operational
and development funding, which received
larger percentage increases in allocations
since 2017/18 than wage grants.
These additional allocations are translating
into real improvements in spending on
basic services. In the education sector, for
example, the average annual allocation for
a primary school for operations increased
from around USh9 million in 2019/20 to nearly
USh12 million in 2020/21, while the average

Changes in grant allocations from 2015/16 to 2020/21

However, studies in 2012 and 2013 identified
a number of outstanding challenges with
the adequacy, equity and efficiency of
funding to local governments. They included
declines in per capita funding, fragmented
funding streams, adhoc or inequitable
grant allocation formulae and weaknesses
with the performance framework used
to incentivise local governments. These
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allocation for a secondary school operation
rose from USh66 million to USh110 million.
The changes in spending for frontline health
services also grew significantly. The average
grant for the day-to-day running of a district
hospital, for example, increased from 219
million in 2019/20to 387 million in 2020/21.
The transfer budget for agriculture services
has grown from USh 26 billion in 2015/16 to
over USh 350 billion in 2021/22. Among other
things, this spending is supporting new grants
to districts along with the more targeted
provision of micro-scale irrigation in 40 local
governments which is projected to benefit
around 4,000 farmers by 2022/23. Similarly,
grants in the water sector are rising from
under USh 60 billion in 2015/16 to more than
USh 95 billion in 2021/22. It is estimated that
at least 750 thousand people will benefit
from new or repaired water facilities as a
result of this spending.
Higher budgets are also giving local
governments greater means to implement
priority development projects. An extra
USh280 billion has been added to
discretionary grants for local governments
since 2017/18, more than doubling the
budget for local infrastructure projects. This
has been particularly important for improving
urban infrastructure as the Government
implements the Uganda Support to
Municipal
Infrastructure
Development
(USMID) program in collaboration with the
World Bank.

Fairer allocations across local governments
In addition to increasing the budget for
local services, the reforms are also ensuring
that additional funding goes to the local
governments with the greatest needs.
Reforms in 2015/16 introduced a simpler
structure for conditional grants and began
the process for reviewing how funds are
allocated. Many sectors have since updated
the formulae used to allocate operational
grants to local governments to make them
fairer across local governments and easier
for different stakeholders to understand.
Partly as a result of these new allocation
formulae, the largest increases in funding
health services went to those districts with
the largest populations and most need
relative to infant mortality, poverty and
other factors. While in the past some local
governments received over 5 times more
funding per person than others, this was
reduced to just 2.3 times in a single year for
the health primary care non-wage recurrent
grant. This ensures there is a fairer level of
support to local governments across the
country.
The Government has also announced
policies to upgrade Health Centre IIs to
Health Centre IIIs and to build new seed
secondary schools. These resources are
being prioritised for sub-counties that do not
have a Health Centre III or a seed secondary
school in place already. As a result, the
2021/22 budget alone will help give 117 subcounties their first seed secondary school
and 126 sub-counties will either get a new
Health Centre III or have an existing Health
Centre II upgraded.
Improving local government performance
in the management of service delivery
The significant increase in funding and
new approach to allocations have been
accompanied by critical reforms to
strengthen the package of incentives and
support for enhancing local government
performance. An independent annual
performance
assessment
of
local
governments has been conducted since
2017 under the oversight of the Office of
the Prime Minister. This considers a range of
factors which are important for improving
the overall management of a local
government and those that are important
for strengthening service delivery.
The results are used to allocate part of the
development grants in five sectors, providing
an incentive to local governments to improve
their performance. The development grants
with an incentive component are health;
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education, water and environment, microscale irrigation as well as the Discretionary
Development Equalisation Grant (DDEG).
Local governments that score relatively well
on the assessment get a relatively higher
allocation compared to what they would
have received if they performed relatively
poorly. The most recent local government
assessment was completed in February 2021
and results for each local government are
available online at www.budget.go.ug/
lgpas.
For local governments which perform poorly
on the annual assessment, the Government
also provides targeted performance
improvement support, to allow them
to catch up to the level of other local
governments. Most of the local governments
that have benefited from this support have
improved their performance on subsequent
performance assessments.
Increasing transparency
More broadly, the Government continues to
increase the transparency of spending on
local government services. The Government
has re-launched the Uganda Budget
Website (www.budget.go.ug)to provide
detailed information on national and local
government budgets. It also includes links to
the online transfer information management
system (https://www.otims.go.ug/) which
has the formulae used to allocate the various
grants to local governments and the online
performance assessment system (www.
budget.go.ug/lgpas) which summarises
the results of the annual performance
assessment.
In addition, the grant and budget guidelines
issued by each ministry to local governments
have been revised to provide clearer
information about how grants are allocated,

Average LG Performance, LGPAs 2017-19

what they can be used for and how
compliance can be monitored using local
government budget information. These are
available on the budget website, and are
discussed annually at the local government
regional budget workshops held across the
country.
Where next?
The Government is committed to consolidate
the gains made to date while continuing
to strengthen the financing of local
government financing in the future. Building
on the budget increases in recent years,
the Government will continue to increase
spending on the wage and operating
costs of local government services and to
invest in new infrastructure through higher
development financing. These ambitious
medium-term spending plans are reflected
in the 2021/22 Budget.
The Writer is the Director Budget, Ministry of
Finance, Planning and Economic Development.

Summary of medium-term spending plans for grants to local government, by sector

Sector				

2021/22

2022/23

2023/24

2024/25

2025/26

Education			
Cross-cutting			
Health				
Public Sector Management
Agriculture			
Water and Environment
Works and Transport		
Social Development
Trade and Industry		

2048.7
64.4
734.9
379.5
356.7
95.3
33.7
7.8		
2.8		

2048.7
964.4
734.9
379.5
356.7
95.3
33.7
7.8		
2.8		

2048.7
964.4		
734.9		
379.5		
356.7		
95.3		
33.7		
7.8		
2.8		

2048.7		
964.4		
734.9		
379.5		
356.7		
95.3		
33.7		
7.8		
2.8		

2048.7
964.4
734.9
379.5
356.7
95.3
33.7
7.8
2.8
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Local Government Grants - FY 2021/22 Budget
HealthTotal
Sector Grants

Local Government
- FY 2021/22
Budget
Total Grants Grants
to Local Government
in 2021/22
amount to UGX 4,623 billion
This represents a nominal increase of 11% from
Total Grants to Local Government
2020/21 - a Shs 456 bn increase.
This represents a nominal increase
11% from
TotalofGrants
2019/20-2021/22
2020/21 - a Shs 456 bn increase.(Ushs Bn)
5,000

Total4,500
Grants 2019/20-2021/22
4,000
(Ushs Bn)
3,500

5,000
4,000

2,000

3,500

740

3,000

830

2,500

11%
Total Grants FY 2021/22 by
Sector
8%

1,153

1,040

21%
2,431

1,153
2,236

2,117
972

1,000
0

2019/20

2,236

2,117

500

2020/21

GROWTH2020/21

2019/20

Non-Wage

GROWTH

19%

Wage Allocations

9%

Educa�on

9%

5,000

400

Health

Wage Allocations

200

3,500

100

2,500

2019/20

1,200

1,800

1,000
1,328

1,200

800

1,420

0

600

0

600
400

350
250
200
150

2019/20

2020/21

298

Uncondi�onal

PSM

2020/21

2021/22

154

188

179

100
188

154

179

Non-Wage

Development
2019/20

50 2021/22
Non-Wage

How are these funds being spent? Highlights:
2019/20

341

50

2019/20

2020/21

2021/22

Development
2020/21

2021/22

Construc�on & opera�onalisa�on of 117 seed schools is ﬁnalised out of the planned 232 in subcoun�es
government
secondary schools;
How are these fundswithout
being spent?
Highlights:
Rehabilita�on of 21 Technical Schools;
Funding maintenance
andschools
repairs of
exis�ng primary/secondary
(30% of Development grant);
Construc�on & opera�onalisa�on
of 117 seed
is ﬁnalised
out of the planned schools
232 in subcoun�es
opera�onal
without governmentFunding
secondary
schools; needs of primary and secondary schools and the District Educa�on Oﬃces (DEOs)
inspec�onSchools;
and monitoring ac�vi�es;
Rehabilita�on of 21 Technical
5,000 primaryschools
educa�on
teachers
and 2,000grant);
secondary educa�on teachers for
Funding maintenanceRecruitment
and repairsof
ofapproximately
exis�ng primary/secondary
(30%
of Development
the
least-staﬀed
schools
across
the
country.
Funding opera�onal needs of primary and secondary schools and the District Educa�on Oﬃces (DEOs)
inspec�on and monitoring ac�vi�es;
Recruitment of approximately 5,000 primary educa�on teachers and 2,000 secondary educa�on teachers for
the least-staﬀed schools across the country.
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44%

Development
2019/20

2,431

2,236

11%

2020/21

2021/22

21%

16%

2019/20

2020/21
Non-Wage

2021/22

Development

Educa�on

Health

Uncondi�onal

PSM

Others

PERCENTAGE SHARE OF LOCAL GOVERNMENT TRANSFERS

Upgrade & opera�onalisa�on of 186 centres IIs to IIIs is being ﬁnalised out of planned 285 in subcoun�es with
Allocations
9% Wage Allocations
8.4% Development
16% Health Con
44% Education Conditional Grant
health centre
III;
Funding maintenance and repairs of Exis�ng Primary Care Facili�es (32% of Development grant);
19% Non-Wage Recurrent allocations
21% Unconditional Grants
Funding opera�onal needs of health centres and hospitals and oversight ac�vi�es by District/Municipal Health
Oﬃces (DHOs);
Recruitment of approximately 2,500 health workers for the least-staﬀed primary health care facili�es across the
country.
Despite the ﬁscal impact of the ongoing COVID-19 pandemic, spending on key social sectors was protected in the FY 2021/22
Nominal grant alloca�ons increased by 5.4% in the educa�on sector, and 17.5% in the health sector. In addi�on, nominal allo
the Water & Environment sector were maintained at FY 2020/21 levels.

Others

16% Health Conditional Grants

341

0

Non-Wage

GROWTH

Health

250

200
335
150

2021/22

8%

How are these funds being spent? Highlights:

16% Health Conditional Grants

335

100
0

200

400

2,117

Wage

350 Non-Wage & Development Grants
Educa�on
298
300
(Ushs Bn)

400
300

200

800

0

1,529

400

1,000

1,529

1,420

1,153

0

500

Water & Environment Sector

Education Sector

Educa�on Non-Wage & Development Grants
(Ushs Bn)

Educa�on Wage Grant
(Ushs Bn)
1,800
Water & Enviroment
Non-Wage &
1,600
Development1,400
Grants (Ushs
1,328 Bn)

Educa�on Non-Wage & Development Grants
(Ushs Bn)

Educa�on Wage Grant
(UshsEducation
Bn)
Sector

1,800

1,400

2020/21

1,000

Non-Wage Recurrent allocations

1,600
Educa�on
Wage Grant
1,328
1,400 (Ushs Bn)
1,600

1,500

87

Total
Grants FY 2021/22 by Sector
59

2,000

21% Unconditional Grants
Despite the ﬁscal impact of the ongoing COVID-19 pandemic, spending on key social sectors was protected in the FY 2021/22 budget.
Nominal grant alloca�ons increased by 5.4% in the educa�on sector, and 17.5% in the health sector. In addi�on, nominal alloca�ons to
the Water & Environment sector were maintained at FY 2020/21 levels.
Despite the ﬁscal impact of the ongoing COVID-19 pandemic, spending on key social sectors was protected in the FY 2021/22 budget.
Nominal grant alloca�ons increased by 5.4% in the educa�on sector, and 17.5% in the health sector. In addi�on, nominal alloca�ons to
the Water & Environment sector were maintained at FY 2020/21 levels.Education Sector
19%

20

972

830

96

1,040

40

959

740

3,000

86
56

60

4,000

44%

Education Conditional
Grant
44%Uncondi�onal
PSM
Others

44% Education Conditional Grant

80

4,500

300

0

Total500
Grants 2019/20-2021/22
120
(Ushs Bn)100

452

437

PERCENTAGE SHARE OF LOCAL
GOVERNMENT
TRANSFERS
Unconditional
Grants
21%

Non-Wage Recurrent allocations

8.4% Development Allocations

500

Uncondi�onal grants can be spent
139 at the discre�on of Loca
Governments on Local priori�es

140

600

PERCENTAGE SHARE OF LOCAL GOVERNMENT TRANSFERS

2021/22

Allocations
Non-Wage
Development
8.4% Development

Wage

16%
Educa�on

Development

ThisGrant
represents a nominal increase of 11%
from
81% of Grant
Transfers
are for Educa�on, Health
Health
Non-Wage & Development
Grants
(Ushs Bn)
Health Wage
2020/21
a
Shs
456
bn
increase.
and
Uncondi�onal
Grants
(Ushs Bn)
160

16%

44%

21%

2021/22

2,431

Wage

11%

8%

500

1,500

0

Uncondi�onal grants can be spent at the discre�on of Local
Total
Grants FY 2021/22 by Sector
Governments on Local
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81% of Grant Transfers are for
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Health
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740

3,000

4,500

81% of Grant Transfers are for Educa�on, Health

in 2021/22 amount toand
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to Local Government in 2021/22 amount to UGX 4,623 billi
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How are these funds being spent? Highlights:

2020/21

2020/21

2021/22

Development per rural pop
2021/22

Construc�on & opera�onalisa�on of 117 seed schools is ﬁnalised out of the planned 232 in subcoun�
without government secondary schools;
Rehabilita�on of 21 Technical Schools;
Funding maintenance and repairs of exis�ng primary/secondary schools (30% of Development grant);
How are these funds being spent?
Highlights:
Funding
opera�onal needs of primary and secondary schools and the District Educa�on Oﬃces (DEOs
inspec�on and monitoring ac�vi�es;
Funding the construc�on of new
water sources
in rural areas
andprimary
the maintenance
and repair
exis�ng
ones educa�on teach
Recruitment
of approximately
5,000
educa�on teachers
andof2,000
secondary
(i.e. Development grant);
the least-staﬀed schools across the country.
Opera�onal needs of the Local Government Water & Sanita�on departments (80% of Non-Wage grant);
Opera�onal needs of Natural Resources & Environment local government departments (20% of Non-Wage grant).
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10.0

Total Grants 2019/20-2021/22
(Ushs Bn)
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-

2,000

11.7 million

1,040
959

740
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1,500
2019/20

2020/21

2,117

1,000

1,153

972

830

8%

GROWTH

100.0

65.9
19%

9%

Wage Allocations

Non-Wage Recurrent allocations

Others

16% Health Conditional Grants

Despite the ﬁscal impact of the ongoing COVID-19 pandemic, spending on key social sectors was protected in the FY 2021/22 budget.
Nominal grant alloca�ons increased by 5.4% in the educa�on sector, and 17.5% in the health sector. In addi�on, nominal alloca�ons to
the Water & Environment sector were maintained at FY 2020/21 levels.
2019/20

2020/21

2021/22

Education Sector

Average Alloca�on
per Wage
Health
Facility
Educa�on
Grant
(Ushs millions)
(Ushs Bn)
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1,400
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1,200

600

20.0
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500.0
450.0
400.0
350.0
300.0
250.0
200.0
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50.0
-

4.4

400
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18.3 17.5
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335

449.1
386.5

218.7

8.4% Development Allocations

Mindset
Change
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Center IV
2021/22

1,400

179

HC2
HC3

1,328

400
350
300

10

125.39

50
0

9
2019/20

2020/21

Revolving Fund

8

Non-Wage

Development
2019/20

2021/22

2020/21

2021/22

7

6
How are these
funds being spent? Highlights:

Administra�ve Costs

17.83
10.50

28.79

5

Construc�on & opera�onalisa�on of 117 seed schools is ﬁnalised out of the planned 232 in subcou
4
Staﬀ Costs
without government secondary schools;
3
Rehabilita�on
of 21 Technical Schools;
Gadgets & ToolsFunding maintenance
and repairs of exis�ng primary/secondary schools (30% of Development gran
2
Funding opera�onal
needs
of primary and secondary schools and the District Educa�on Oﬃces (DE
1
inspec�on and monitoring ac�vi�es;
0
Recruitment
of approximately 5,000 primary educa�on teachers and 2,000 secondary educa�on te
MoLG
MoICT
KCCA
UBOS
the least-staﬀed schools across the country.
Revolving fund
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188
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Central 100
Government votes (Ush Bn)

200
0

341

335

150

400

2021/22

298

200

1,170,745,705

2019/20

16% Health

250

1,000

Rehabilita�on of 21 Technical Schools;
Funding maintenance and repairs of exis�ng primary/secondary schools (30% of Development grant);
Funding opera�onal needs of primary and secondary schools and the District Educa�on Oﬃces (DEOs)
inspec�on and monitoring ac�vi�es;
257.1
243.4 5,000 primary educa�on teachers and 2,000 secondary educa�on teachers for
Recruitment of approximately
189.4
the least-staﬀed schools across the country.

Hospital - Government

Administra�ve costs
7,078,055,503

Staﬀ costs

268,820,087

Gadgets and tools
8,966,509,345

Hospital - PNFP
2020/21

Oth

Educa�on Non-Wage & Development Grants
(Ushs Bn)

1,200

Development
2020/21

PSM

21% Unconditional Grants
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1,420

600

2019/20

Uncondi�onal

44% Education Conditional Grant

Non-Wage Recurrent allocations

800Bn)
Local Government votes (Ushs
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In the first year of its implementation, the programme will among others:

1,600
154

Educa�on

PERCENTAGE SHARE OF LOCAL GOVERNMENT TRANSFERS
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1,800

200

Governance &
Administration

Despite the ﬁscal impact of the ongoing COVID-19 pandemic, spending on key social sectors was protected in the FY 2021
Facilitate
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Nominal grant alloca�ons
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by 5.4%
in thechiefs
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sector,
andwithout;
17.5% in the health sector. In addi�on, nominal
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sector
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Finance a Revolving Fund; and
Finance Administra�ve costs.
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2019/20
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How are these funds being spent? Highlights:
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HC4
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Hospital
Government
Million
Construc�on & opera�onalisa�on of 117 seed schools is ﬁnalised out of 449.1
the planned
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243.4 million

Health Center II

Wage

16%

Education Sector

100

200
0

400

250

34.5 36.8

800

30.0

72.6

300

1,000

40.0

10.0

1,328

2019/20

Educa�on Non-Wage & Development Grants
(Ushs Bn)
1,529

1,420

0

19%

107.8 million

40.0

-

PSM

44%

2,431

2,236

2,117

500

Social
Services

11%

8%

21%

1,000

Uncondi�onal

Average
44% Education
allocation
for Conditional Grant
a secondary
21% Unconditional Grants
school:

60.0

20.0

Health

1,153

972

1,500

PERCENTAGE SHARE OF LOCAL GOVERNMENT TRANSFERS

107.8

8.4% Development Allocations

80.0

Educa�on

1,040

959

Financial
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Governments on Local priori�es

PILLAR 6

12.0

Average
Uncondi�onal grants can be spent at the discre�on of Local
Governments on Local priori�es
allocation for
a primary
school:
Total Grants FY 2021/22 by Sector

11.7

PILLAR 2

11.7

PILLAR 4

14.0

81% of Grant Transfers are for Educa�on, Health
and Uncondi�onal Grants

PILLAR 5

Alloca�on per Primary Schools

The Government of Uganda has introduced the Parish Development Model (PDM) as a strategy for organising and delivering public and
private sector interven�ons for wealth crea�on and employment
genera�on
parish
level as the lowest
planning amount
unit. It is ato UGX 4,623 b
Total
Grants at
tothe
Local
Government
in 2021/22
universal programme covering all the 10,594 parishes of the country. The programme is coordinated by Ministry of Local Government.
The Parish Development Model consists of seven pillars
This represents a nominal increase of 11% from
81% of Grant Transfers are for Educa�on, Heal
2020/21 - a Shs 456 bn increase.
and Uncondi�onal Grants

PILLAR 1

Total Grants to Local Government in 2021/22 amount to UGX 4,623 billion

This represents a nominal increase of 11% from
(Ushs millions)
2020/21 - a Shs 456 bn increase.

Local Government Grants - FY 2021/22 Budget

Parish Development Model

PILLAR 3

Local Government Grants - FY 2021/22 Budget

Alloca�ons to Non-Wage Recurrent Grants in the Educa�on and Health sectors resulted in the maintenance of average opera�onal
funding to Schools and Health Facili�es at FY 2020/21 levels (with no�ceable funding increments to Health Centre IVs and Government
General Hospitals).
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INFOGRAPHICS
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Why Uganda’s
Debt is Sustainable
1.Public Debt Sustainability - What Is it?
A country’s public debt is considered
sustainable if the government is able to
meet all its current and future payment
obligations without exceptional financial
assistance or going into default. Exceptional
Financing includes transactions like debt
forgiveness, debt for equity swaps, grants
to offset debt, accumulation of arrears and
other types offinancing relating to debt
reorganizations.
A country’s debt is said to be unsustainable
if the Country is unable to fulfil its financial
obligations and debt restructuring is required
as was the case of Uganda between 1997
– 2005 when the Government of Uganda’s
debt was rescheduled and cancelled
under the Highly Indebted Poor Countries
(HIPC)and Multilateral Debt Relief (MDRI)
initiatives.
The Government of Uganda has to date,
since the HIPC and MDRI days (2005)
paid off its debt without undertaking any

exceptional Financing.
2.Description
Portfolio

of

Uganda’s

Public

Debt

2.1
As at end December 2020, total
debt stock was USD 17.96 billion (equivalent
to UGX 65.83 trillion) indicating an increase
from USD 13.3 billion (equivalent to UGX 49.0
trillion) at end December 2019.
Out of the total public debt stock, external
debt constituted a share of 64.98%,
equivalent to USD 11.67 Billion (UGX 42.6
trillion) whereas domestic debt constituted
35.02%, equivalent to USD 6.29 Billion (UGX
22.9 trillion)
The rise in total public debt is on account of
increased external and domestic borrowing
to address the socio-economic impact of
COVID-19 and mitigate the negative effects
of the pandemic.
The nominal debt to GDP as at December
2020 stood at 47.2% compared to 38.0% as

Why Borrow?
The primary reason why Countries borrow is simply because they run deficit budgets that
arise mainly from a difference between a country’s revenues and expenditures.
Uganda’s budget deficit and major driver of borrowing is projected to increase mainly on
account of the following:
The need to implement the NDP III programs.
The necessity to finance key infrastructure projects such as the Standard and Meter Gauge
Railway, the East African Crude Oil Pipeline the Oil refinery, and the Oil roads among others.
Low revenue outturns arising from low economic activity (Low GDP growth) due to the slow
down effects of Covid-19 and slow rate of export growth
The average real interest rate on public debt consistent with the increasingly less
concessional external debt being contracted by Government which comes at a higher
cost.

36 MOFPED TIMES|ISSUE 3

DEBT

at December 2019 and 41% as at June 2020.
Below is a table that compares Uganda’s
debt to GDP in 2020 compared to selected
countries.
Table 1: GDP comparisons between Uganda
and elected Countries
Country			
% Nominal Debt to
			GDP -2020
Uganda 		

41%

Kenya			

69%

Tanzania		

38%

Rwanda		

60%

Burundi			

69%

Ethiopia			

55%

South Africa		

77%

United Kingdom		

85%

United States of America

98%

Source: Debt Policy and Issuance Department (MOFPED)

3.0 Uganda’s debt is Sustainable - And Why
in Broader Terms We Say So
3.1
Annually the Government of
Uganda undertakes the Debt Sustainability
Analysis (DSA)
This is an exercise that is aimed at identifying
the risks and vulnerabilities associated with
the country’s debt portfolio/path and how
such challenges can be mitigated. The latest
DSA report was published in December 2020
and can be found on the Ministry of Finance,
Planning and Economic Development
website at www.finance.go.ug.
The DSA examines public debt over the
medium to long term and compares
the projected levels to country-specific
thresholds to assess the risk of debt distress.
Hence at any given time, Government is
fully aware of the Country’s level of debt
distress and takes this into consideration
Hence borrowing is an essential economic
activity that facilitates trade and commerce
and improves standards of living. It enables
countries to fund investment projects which
they might not otherwise be able to finance,
and can help reduce any savings gap that
exists.
Throughout history countries have lent to
each other for mutual gain. In a globalised
world, the significance of lending and
borrowing
has
increased,
and
the
effectiveness of the global trading system
relies on liquidity flows between countries.
For example, were it not for the Marshall-Aid
plan of 1948, the UK, France and Germany
would not have been able to reconstruct
their economies after the Second World
War, and reach the level of development
that they now enjoy.

when determining any new borrowing.

By Maris Wanyera

3.1.1 The purpose of this 2020 DSA
The purpose of the 2020 DSA was twofold;
First, to assess the impact of the COVID-19
shock on the country’s debt sustainability.
COVID-19 affected the country’s GDP
growth, leading to lower revenues.
Moreover, the required response by
Government on the economic and health
fronts entailed additional expenditure, some
of which was financed through borrowing.

DRMS, TARGETS

$

TO

INCREASE

DOMESTIC REVENUE

TO GDP BY

1%ANNUM
POINTS PER
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Table 2: Performance and Projections of External and Public Debt Sustainability Indicators
Debt Burden Indicators

		

Thresholds

2019/20 2020/21 2021/22 2022/23 2023/24

External Debt Burden Indicators						
1 PV/Debt in percent of Exports		

180		

125.8

170.1

170.2

185.4

194.1

2 PV/Debt in percent of GDP

40

18.8

22.5

24.0

25.5

25.6

3 Debt Service in percent of Exports

15		

6.7

7.8

9.4

13.6

13.6

4 Debt Service in percent of Revenues

18

8.0

8.1

10.0

11.7

12.7

41.7

42.9

42.3

40.7

52.4

54.1

53.4

51.3

Public Debt Indicator 					
1 PV of total Public Debt in Percent of GDP

55

2 Nominal Debt /GDP		

		

31.8
41.0

Source: December 2020, DSA Report, MOFPED

Second, the DSA sought to assess the
impact of NDP III flagship projects on debt
sustainability. These included the midstream
& downstream infrastructure needed to
deliver first oil, as well as key transport projects
such as the Standard Gauge Railway
3.1.2 Out Come of the December 2020
Government of Uganda DSA

President Museveni at
the CCTV Command
Centre at the Uganda
Police Headquarters
in Naguru on 28th
November 2019

The December 2020 DSA found that
Uganda’s debt is still sustainable in the
medium to long-term despite declining from
low to moderate risk of debt distress as a
result of lower growth due to the COVID 19
Pandemic and a reduction in remittances
(Please note that the world over the level
of debt distress has deteriorated for many
countries) due to the pandemic shock.
This DSA was conducted using the revised
World Bank/IMF Low-Income Countries Debt

Sustainability Framework (LIC-DSF) analytical
tool. Under this tool each low income
country has a total public debt benchmark
and external debt burden indicators based
on its ability to carry debt. A country’s ability
to carry debt depends on several factors—
among them the quality of institutions and
debt management capacity, policies,
and macroeconomic fundamentals. The
capacity to carry debt can change over
time, as it is also influenced by the global
economic environment. During the COVID
pandemic, the debt-carrying capacities
of many countries including Uganda has
deteriorated in the midst of elevated debt
levels.
External debt is projected to increase in the
medium term, as Government implements
key infrastructure projects especially in the
transport and oil & gas sectors. The rate of

debt accumulation is projected to decline
significantly after the medium term as GDP
growth returns to its potential following the
end of the COVID-19 shock. This, together
with the onset of commercial oil production,
will imply more revenues and lower
borrowing after the medium term
Public debt ratios show that despite the
increased rate of debt accumulation in the
medium term, Uganda’s public debt will
remain below the benchmark as highlighted
in the table on the left. This implies that
currently, Uganda’s debt is sustainable over
the medium to long term.
Exports constitute an important variable in
the analysis of external debt sustainability
since they are a crucial source of foreign
currency, which a country needs to service
its foreign currency- denominated debt.
A breach in this indicator underscores the
need to reinforce efforts towards export
promotion especially in the medium term
so as to improve the debt sustainability
position.
Nominal public sector debt is projected
to increase from 41.0 percent of GDP in
FY2019/20 to a peak of 54.1 percent of
GDP in FY2022/23. The PV of public sector
debt to GDP is projected to increase from
31.8 percent in FY2019/20 to a peak of
42.9 percent in FY2022/23. This still remains
below the threshold of 50 percent of Debt
to GDP contained in the current Charter
for Fiscal Responsibility (CFR), the Public

Debt Management Framework (PDMF 2018)
and the convergence criteria of the EAMU
Protocol. As earlier stated, this ratio is also
below the LIC DSF benchmark of 55 percent.
Overall the indicative thresholds show that
Uganda’s Public debt is sustainable albeit
with a few challenges in the export sector.
3.2 Thresholds and Numbers aside there
are several reasons why Uganda’s debt is
sustainable as follows,
3.2.1 The large share of concessional debt
in the Public Debt Portfolio
As at December 2020, 59.9% (USD 7.0 Billion)
of Uganda’s external debt portfolio was on
concessional terms. What this means is that
over half of Uganda’s debt is based on long
maturity profiles (which releases liquidity for
development expenditure rather than more
on debt repayment, and low interest rates
between 0.01% – 0.75% and long grace
periods of 6 – 10 years.
21.1% (USD 2.5 Billion) is on near concessional
terms with interest rates of about 2% with
grace periods of 6 years and maturities of
between 15 – 20years while only 19.1% (USD
2.2 Billion) is on account of commercial or
non-concessional terms. The increase in nonconcessional borrowing is mainly attributed
to the need for resources to handle the
COVID effects on the economy

Government ensures that
most of the commercial
debt is geared towards
productive social and
infrastructure spending
that is envisaged to lead
to higher income that
may ultimately offset the
cost of debt service and
help balance the risks to
debt sustainability.
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The PV of Public Sector
Debt to GDP projected
to increase from

CRUDE OIL

5,000

PIPELINE EXPECTED TO CREATE

JOBS

31.8%
IN FY2019/20

TO

DURING

IN FY2012/23

In 2017, the Government of Uganda instituted
a Debt management Directorate to ensure
efficient and effective coordination of debt
management activities. The Debt office is
divided into 3 offices i.e, the front, middle and
back offices with segregated roles. As a result
in 2018/19, one of the loans negotiated by
the staff of the Directorate of Debt and Cash
policy was nominated for being one of the
most well negotiated loans of the year.
The loan pertained to the development of
the Kabaale International Airport. With such
competent staff in debt management and
clear segregation of roles, Uganda’s debt is
sustainable and will continue to be sustainable
assuming all factors remain constant.
3.2.3 Implementation of the Annual Medium
Term Debt Strategy (MTDS)
The Medium-Term Debt Management
Strategy (MTDS) is a framework developed
by the World Bank and IMF to be used
by countries to guide their formulation of
thresholds to be considered in their debt
management decisions and operations of
relevant government agencies.
The MTDS outlines how the government
intends to borrow and manage its debt to
achieve a portfolio that reflect its cost and risk
preferences, while meeting financing needs.

3.2.4 Fast Tracking the Domestic Revenue
Mobilization Strategy (DRMS)
The DRMS addresses major bottlenecks /
inefficiencies in tax administration which
will result in more revenue collections and
consequently reduce reliance on borrowing.
The DRMS, targets to increase domestic
revenue to GDP by 1% percentage points per
annum. An increase in domestic revenue will
reduce the country’s gross financing needs
and hence the need to borrow. Further efforts
aimed at fiscal consolidation will involve
reducing the ratio of expenditure to GDP in
the medium term.
3.2.5 Sequencing of projects
His Excellency the President of Uganda has
directed that priority for borrowing be given
to transformative infrastructure projects which
will help foster economic growth and increase
domestic revenues, and hence reduce
Governments reliance on debt.

CONSTRUCTION

3.2.2 Debt Management Capacity
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42.9%

work towards reducing domestic debt for
deficit financing to not more than 1 percent
of GDP so as to reduce on the high interest
payments arising out of domestic debt.

Implementing an MTDS helps governments
manage risk exposures arising from its debt
portfolio, reduce macro-financial risks,
reinforces fiscal policy and supports the
development of a functioning government
securities market.
In order to reduce the cost of debt,
concessional financing will be prioritized to
the extent possible before considering nonconcessional credit. Government will also

Hence through the
MTDS, Government
aims at ensuring
that new borrowing
is consistent with
fiscal spending and
deficit plans. The
new borrowing is
carefully set to keep
public debt on a
sustainable path

Government has developed an integrated
bank of ready projects, from which it is able
to sequence projects, with priority given to
those generating a bigger growth dividend.
In addition, Government will also continue
to enhance project execution by fully
implementing the reforms under the Public
Investment Management Strategy (PIMS),
for timely realization of their benefits and
subsequently their impact on economic
growth
Government will increase investments in the
oil and gas as well as mineral subsectors; as
a new base for growth of the economy and
revenues.
3.2.6 Export promotion
A number of initiatives have been put in
place to enhance Export promotion and
import substitution in order to increase
foreign currency inflows and reduce the
outflows. These among many others include
the development of several industrial parks
around the country, the Buy Uganda, Build
Uganda (BUBU) initiative, etc. External debt
accounts for more than half of our debt stock
and we require foreign currency to meet this
obligation when due.
3.2.7 Implementation of the Public Investment
Management System (PIMS)
Government
introduced
the
Investment Management Systems

Public
(PIMS)

The Government of Uganda
is committed to ensuring
that policies needed to
stabilize debt are feasible and
consistent with maintaining
growth potential and or the
development progress.
framework, which essentially is a series of
readiness conditions that projects undergo
before financing is sourced. This includes
alignment to the National Development
Plan and feasibility studies and helps improve
absorption of borrowed funds.
3.2.8 Reporting
Systems

and

Debt

Management

The Directorate of Debt in MoFPED publishes
several reports to enhance transparency
and Accountability. Some of the publications
include; The Annual Report on Loans and
Grants, Annual Medium Term Debt Strategy,
Quarterly Debt Statistical Bulletins, Monthly
Domestic Debt Auction Reports, Annual
Report on Government Contingent Liabilities,
Directorate of Debt Annual Performance
Report, Debt Sustainability Analysis Report,
and Auction Calendar.
Sharing such data with the lenders encourages
responsible lending.
4.0 Key Beneficiaries of Debt Financing
The Energy, Works and Water sectors continue
to benefit the most from debt financing in line
with infrastructure expenditure.
Note: All loans for Budget Support are
recorded under Accountability Sector. These
resources support all sectors
The flagship projects that account for the
increase in the debt portfolio which must
be implemented to spur the growth of
Table 3: Debt disbursement by sector.

Sector						% Disbursed
Energyand Mineral Development		

26%

Works and Transport				18%
Water and Environment				9%
Public Sector Management			

4%

Lands, Housing and Urban Development		

4%

Accountability(All loans for Budget Support)

29%

Others 						10%
MOFPED TIMES|ISSUE 3 41



DEBT
our economy, support the industrialisation
agenda, create wealth and jobs for
Ugandans, include but are not limited to:
i. Karuma Hydropower project
ii. Isimba Hydropower project
iii.Oil roads. Lot 1, 2 and 3; and other roads
iv.Expansion of Entebbe International airport
v. Kampala-Jinja expressway project
vi.Meter and Standard Gauge railway
vii.Development of Kampala Industrial park
viii.National Oil Palm project
ix.Development of Water and Sanitation
Infrastructure; and integrated water
management (e.g. Katosi)
x.Various
Transmission
and
electricity
distribution projects across the country.
xi.Construction of Tertiary and Vocational
institutions and upgrading to centres of
excellence level in all regions i.e. Elgon, Lira,
Bushenyi, Kichwamba, Kigumba (UPIK) and
Bukalasa among others
xii.Construction of hospitals and health centres
across the country for example Kiruddu,
Kawempe, Mayuge and Yumbe hospitals.
xiii.Various irrigation schemes and valley dams
mainly in water stressed areas.
3. The completion of undergoing projects
and pipeline projects will increase the
competitiveness and GDP of this country. For



example:
- The completion of Isimba and Karuma
hydropower
stations
introduces
883
Megawatts to the national grid and this will
attract industries and also reduce the cost of
doing business.



- The expansion of Entebbe airport will enable
handling of 6.1million passengers by 2033
compared to 1.9 million in 2019, this will further
strengthen the Tourism sector which is a main
foreign exchange earner.
- Investment in infrastructure in the Oil and Gas
sector will prepare the country to become
an oil producing and exporting country. The
Crude oil pipeline alone is expected to create
5,000 jobs during construction and also create
revenues of up to UGX 1.6 trillion over 25 years.

1



- The Standard and Meter Gauge railways,
Kampala – Jinja expressway and Industrial
Parks will reduce the cost of doing business
and attract investment.
4
It is important to note that the key
projects that Government is undertaking are
evenly distributed across the country.
The Writer is Acting Director, Debt and Cash
Policy

 

2

  
     

Despite the negative effects of Covid-19, the economy has been resilient and is projected to
grow at 4.3% in FY 2021/22 and thereafter at the levels of 6% or above in the medium term.
Like many economies around the world, we need to look at the amount borrowed during
the COVID 19 pandemic as an outlier because of the effects the pandemic has had on the
economy hence leading to accumulation of debt outside the convention.
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Public Procurement will
spur Sustainable National
Development
F

or more than three decades now,
Uganda’s development trajectory has
continuously been on the upward trend.
This has not been by accident. Rather, it
has happened because of the deliberate,
persistent and prudent economic policies
which have created a stable environment
for all sectors of the economy to thrive.
Therefore, as we continue to soldier on,
different government ministries, departments
and agencies have big roles to play to
contribute towards the aspirations enshrined
in the National Development Plan (NDP III)
and as the country eyes transiting into the
middle income status,.
In this endeavour, the PPDA as a regulator
of the public procurement and disposal
function is placed in a vantage position.
The Authority has a duty of ensuring that
the regulatory responsibility supports the
Procuring and Disposing Entities (PDEs)
to deliver on the various government
commitments. This is in line with the Authority
vision of a “Dynamic Facilitator of the Public
Procurement and Asset Disposal System for
Sustainable National Development”.
The procurement of goods, services and
works is one of the key policy tools the
government of Uganda uses to advance
social-economic goals to realise the national
aspirations as enshrined in the National
Development Plan and Vision 2040. Because
of this policy approach, Uganda spends
upwards of 60% of the national budget
through public procurement.
Therefore, the financial year 2021/2022
will see the Authority up the stakes in the
implementation of some of the flagship
initiatives that will take public procurement
to another level.
This will include the roll out of the Electronic
Government Procurement, (e-GP) project, to
more entities. The e-GP is part of the reforms
by the government of Uganda meant to
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make the public procurement and disposal
system more efficient and accountable.
Thus, effective July 1, 2021, the following
entities will fully go live on the automated
eletronic
Government
Procurement(eGP) system: NSSF, KCCA, NITA-U, Ministry
of ICT, PPDA, UNRA, UICT, UCAA, Ministry
of Finance, Mpigi District, Jinja District
plus Ministry of Water & Environment. The
traditional manual procurement processes
will cease in these pilot entities.
The e-GP System automates the public
procurement process and as part of
boasting
support and confidence
to
the private sector, suppliers’ increased
access to opportunities without additional
marketing efforts with reduced transaction
costs, and to foster more efficient methods
of doing business.
Elsewhere, the Authority will continue
working with the Procuring and Disposing
Entities (PDEs) to consolidate the initiatives
under the PPDA Act that help advance the
development agenda of the country. This
includes the Preference and Reservation
schemes developed by the PPDA in 2018
to favour local providers in the public
procurement and disposal processes.
In 2014, the government of Uganda issued
the Buy Uganda Build Uganda policy. The
policy is anchored on the realization that
national development cannot be achieved
without deliberate and sustained efforts
aimed at empowering local enterprise
and manpower. Thus, in 2018, the PPDA
responded to this policy by issuing guidelines
on reservation schemes to promote
local content in public procurement. The
reservation scheme protects procurement
opportunities to benefit a target group of
providers, in this case, local entrepreneurs
and workers. It is a form of affirmative action.
The authority will also continue to work with,
and support PDEs on the implementation of
preference schemes. Under a Preference

Benson Turamye

Scheme, both local and foreign bidders are
allowed to submit bids or proposals for a
public procurement. However a margin of
preference is applied by adding a specified
percentage to a financial bid or proposal
price to a foreign bidder thereby raising their
bid price. In this way, the local firms will have
an advantage over the competing foreign
firms.
The PPDA will continue to leverage the
existing legal framework for timely delivery of
quality goods and services while at the same
time building the capacity of Ugandans to
be in charge of their development agenda.
This is in line with Authority’s mission “to
Promote Service Delivery Through Effective
Regulation of the Public Procurement and
Disposal System.”.
The writer is the Executive Director
Public Procurement and Disposal of Public
Assets Authority, PPDA

The Authority has a duty
of ensuring that the
regulatory responsibility
supports the Procuring
and Disposing Entities
(PDEs) to deliver on the
various government
commitments
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Did you know?

“Over the medium term, growth is projected
to reach potential levels of between 6.0% to
9.0%, supported mainly by enhanced private
sector activity due to increased aggregate
demand post Covid-19; accelerated returns
from public infrastructure investments;
continued improvement in the Agriculture
Sector and increased activities in the oil and
gas sector,” says Finance Minister Matia
Kasaija.

The economy has grown significantly over the last five years. The
size of the economy has grown from Shs. 108.5 Trillion in 2016/17 to
Shs 148.3 Trillion in current prices by June 2021, equivalent to US$ 40
billion.
Coffee remains the leading agricultural export earning US$ 497.4
million in the Financial Year 2019/20. Dairy exports fetched US$
204.5 million, while Tea exports earned US$ 71 million in Financial
Year 2019/20. Fish exports earnings increased from US$ 121 million
to US$ 227 million, over the same period.
The Parish Development Model (PDM) is an approach aimed at
organizing and delivering public and private sector interventions
for wealth creation at the parish level as the lowest economic
planning unit. It will accelerate implementation of Area-Based
Commodity Development (ABCD) planning and it will be financed
by Government of Uganda to a tune of Ushs. 200 Billion, in the first
year of implementation.

“The MOU we are signing today is evidence
that GOU is focused on promoting a savings
and investment culture among Ugandans
and reduce the cost of capital for enterprises.
The Ministry expects this partnership to
contribute to national financial literacy,
boost house-hold incomes and contribute
to the financial sector development,”said
Dr.Sengonzi E. Damulira, Under Secretary
and Accounting Officer/MoFPED at signing
of MOU between MoFPED and Investment
Clubs Association of Uganda (ICAU).

Public debt is projected to rise to 51.9 percent of GDP in FY2021/22
on account of borrowing to finance key infrastructure projects,
especially in the transport and oil & gas sectors.
“The budget for the next Financial Year
2021/22, is therefore premised on the
theme Industrialisation for Inclusive Growth,
Employment and Wealth Creation,”
says Minister of State for Planning Amos
Lugoloobi.
“Uganda public debt remains sustainable in
the short, medium and long term. I reaffirm
Government’s unwavering commitment
that Uganda shall continue to honour its
debt obligations as they fall due. Uganda
will not default on repayment of its debt.
All contractual debt obligations will be
fully honoured,” says Minister of State for
Planning, Amos Lugoloobi.

In the next few years, public debt is projected to increase mainly
on account of the need to implement the NDP III and programs
in the NRM manifesto;the necessity to finance key infrastructure
projects such as the Standard and Meter Gauge Railway, The East
African Crude Oil Pipeline, the Oil refinery, among others especially
in the transport and oil & gas sectors.
Domestic revenue for next financial year is projected at Shs 22,425
billion, equivalent to 13.8% of GDP, compared to a projected
outturn of Shs 19,432 billion, equivalent to 13.1% of GDP in FY
2020/21.
The recently concluded Household Survey reports that poverty
has declined from 21.4% in 2016/17 to 20.3% in 2019/20. Poverty
rates reduced in West Nile, Bunyoro, and Elgon regions, among
others. However, 39% of Ugandan households are still in subsistence
economy.

The Resource Envelope for Financial Year 2021/22 amounts to Shs. 44,778.8
billion and is comprised of both domestic and external resources as detailed
below: i. Domestic Revenue amounts to Shs 22,425 billion of which Shs. 20,837 billion will be tax revenue and Shs 1,588
billion will be Non-Tax Revenue.
ii. Domestic borrowing amounts to Shs 2,943 billion.
iii. The Petroleum Fund resource amounts to Shs 200 billion.
iv. Budget Support accounts for Shs 3,583 billion.
“Next financial year is coming with a back
drop of external and internal shocks to the
economy and these shocks are occasioned
by an external variable which entered
into the economy, in the name of devil
Covid-19,” said Deputy Secretary to the
Treasury during the Pre-budget Dialogue for
FY 2021/2022.
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“The economy was directly hit, planned
activities and revenue was affected. The
size of GDP shrunk from 6.3% prior to the
advent of Covid-19 to a forecast of this year
(2020/21) of about 3.3% which is good news
in that the economy is growing but growing
at a lower rate,” said Ocailap at the prebudget dialogue for FY 2021/2022.

v. External financing for projects amounts to Shs. 6,868 billion of which Shs. 5,519 billion is from loans, and Shs.
1,349.4 billion is from grants.
vi. Appropriation in Aid, collected by Local Governments amounts to Shs. 212.4 billion; and
vii. Domestic Debt Refinancing will amount to Shs 8,547 billion.
Total expenditure will be Shs.44,778.8 billion. Excluding domestic debt refinancing and Appropriations in Aid
(AIA), it amounts to Shs. 36,019.4 billion of which Wages and Salaries is Shs. 5,528.6 billion, Non-wage Recurrent
Expenditure is Shs. 15,625.4 billion and Development Expenditure is Shs. 14,865.3 billion.
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Oil And Gas Sector
Recent Developments And Prospects
For The Ugandan Economy

T

he first commercially viable oil in
Uganda was discovered in the Albertine
Graben in 2006. To date, 6.4 billion
barrels of oil have been confirmed in the
21 discoveries,out of which 1.4 to 1.7 billion
barrels is estimated as recoverable.

By June Abwoli
Nyakahuma

The recoverable oil reserves can support
production of up-to 230,000 barrels of
oil production per day, expected to be
implemented through two projects, Tilenga
and Kingfisher.
The commercialization strategy for these
resources provides for both an export
pipeline – which will transport the crude oil
to the port of Tanga in Tanzania for export
and in-country refining. The development of
the crude oil pipeline and the refinery are
to be undertaken concurrently and both
projects are economically feasible and offer
various benefits.

Latest Developments in the Sector
Uganda’s Oil and Gas industry has
transitioned from the exploration and
appraisal to the development and
production stage. The recent conclusion
of key oil and gas agreements - the Tariff
and Transportation, Crude Oil Pipeline
Shareholding, and Host Government
Agreements - is a critical milestone in
the commercialization efforts. With these
agreements in place, the awarding of
construction contracts (EPC) is expected
to follow. This will open-up opportunities
for the participation of Ugandans, with
Ugandan companies in position to greatly
benefit from the involvement of worldclass service companies, expected jointventure partnerships and sub-contracting
opportunities.

Construction of anetwork of tarmac
roads covering over five hundred (500km),
and an international airport at Kabaale.
Development of twenty- nine (29
sq km) petroleum based Industrial Park
which will host the refinery, crude oil and
products storage facilities, a crude oil
transmission hub, logistics warehousing,
offices and petrochemical industries and
the construction of over seven hundred
(700km) of highway and bridges.
Upgrading and expanding the
existing
Information,
Communication
and Technology (ICT), and upgrading
the country’s electricity network, which is
estimated to cost over US$ 1 billion.
Economic Linkages of the sector to the
economy
Exploitation of oil and gas resources is a
major factor in our growth strategy in the
next three to five years. Consequently,
the sector has been prioritized among
those with the greatest multiplier effect on

the economy as detailed in the National
Development Plan III.
Studies estimate that every US$ 1 directly
invested in the oil and gas sector is expected
to improve GDP growth by US$ 0.6.
A direct investment of US$ 14.155
billion(equivalent to 20% of GDP) in the
sector is expected to yield growth dividends
amounting to US$ 8.5 billion (equivalent to
24% of GDP).
It is anticipated that this growth will be
larger in Uganda given that the discoveries
are onshore and are expected to increase
over time as more sectors are linked to the
oil and gas sector, and additional resources
discovered.
Investment in the sector will create
multiplier effects that generate further
investments in secondary and tertiary
industries such as petro-chemicals, plastics,
fertilizers,
construction,
transportation,
communication, and manufacturing.
Cumulatively,

the

sector

has

already

Key Oil and Gas projects
Developing the infrastructure required to
produce and commercialize the country’s
oil and gas resources, is expected to bring
into the country investments of between
US$15 to 20 billion in the next three (3) to five
(5) years through the development of the
following key infrastructure:
Drilling and completing more than
four hundred (400) wells, setting up two (2)
Central Processing Facilities (CPFs) central,
laying over two- hundred (200) kms of infield flow lines, laying over one hundred fifty
(150kms) of feeder pipelines, together with
construction of base camps and in field
access roads, among others.
Construction of the East African
Crude Oil Pipeline (EACOP-1,443km)from
Hoima in Uganda to the port of Tanga in
Tanzania which is estimated to cost US $ 3.5
billion.
Development of a 60,000 barrels
per day greenfield Refinery in Uganda
estimated to cost over US$ 3 billion.
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attracted investments amounting to US$
3.8 billion into exploration, appraisal, and
development activities. Of this, more than
US$ 1 billion has been taken up in supply
contracts using domestically sourced
goods and services. This value is expected
to increase with the expected additional
investments in preparation for first oil in 2025.
Opportunities for Ugandans (Local content):
“Local content” generally refers to use of
domestic suppliers, employment of nationals,
and transfer of technology, skills and knowhow from multinationals to domestic
suppliers. By doing so, the goal is to drive
in-country value creation and retention
whilst ensuring competitiveness, efficiency
and effectiveness. The development of
local content is regarded as a crucial effort
towards encouraging linkages in the sector
thereby enabling Ugandans to derive
maximum gains from the development of
the industry.
The approach on Local Content has been
clearly articulated in the existing legal
and regulatory frameworks, most notably
the Local Content Policy, 2018. The Policy
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promotes competitiveness of Ugandan
labour and enterprises in the oil and gas
industry through the following efforts;
Building
the
capabilities
of
Ugandans by equipping them with the
necessary skills for employment in the
sector. Two hundred (200) Ugandans have
been trained in various programs including
petroleum engineering, geology, geophysics, law, economics, taxation, auditing
and finance among others.
Developing the competitiveness of
Ugandan enterprises as suppliers and Joint
Venture Partners.
Increasing the use of locally
produced or available goods and services.
Local
content
regulations
stipulate
reserving sixteen(16) categories of goods
and services for Ugandan entrepreneurs,
namely; transportation, security, foods and
beverages, hotel accommodation and
catering, human resource management,
office supplies, fuel supply, land surveying,
clearing and forwarding, crane hire
services, locally available construction
materials, civil works, environment studies
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and impact assessments, communications
and information technology services and
waste management, where possible locally
available drilling and production materials.
Promoting in-country research,
development and technology transfer to
Ugandans.
For the country to achieve maximum
benefits from the sector, there is need to
ensure broad based economic growth and
development through creation of linkages
with other key sectors of the economy.
Harnessing these linkages will contribute
significantly to adding value to the oil and
gas resources.
Governance framework for Oil and Gas
revenues
Government has developed institutional
and legal frameworks to guide the
management and use of oil revenues. The
governance frameworks for oil revenuesare
currently defined through the Public Finance
Management Act (2015):
The
Act
provides
for
the
establishment of the Petroleum Fund, into
which all revenues accruing to Government
from the exploitation of petroleum resources
shall be paid. The Fund is set up with two
main objectives; to support development
goals through the budget and savings for
the benefit of future generations.
To ensure accountability, the Act
details the mechanism of how funds are
transferred to meet these objectives. Any
withdrawals from the Petroleum Fund shall
only be made under authority granted
by an Appropriation Act of Parliament
and a warrant of the Auditor General.
Monies authorized and transferred to the
Consolidated Fund can only be used to
support spending on development activities.
The Act provides for the monies
set aside for future generations to be
invested in accordance with a Petroleum
Revenue Investment Policy. To ensure that
prudent investment decisions are taken for
the purpose of safeguarding and building
financial wealth for all Ugandans arising

SECTION 5 PFMA Act 2015;
The Minister shall, not later than three months after the first sitting
of Parliament after a general election, submit to Parliament for
approval - Charter for Fiscal Responsibility which shall provide;
A statement indicating the measurable objectives for the fiscal
policy for a period of not less than the next three finacial years,
which are consistent with the principles set out in section 4.
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from petroleum resources, the Act provides
for an Investment Advisory Committee.
Charter for Fiscal Responsibility
(CFR): The Act requires that the Minister
prepares a 5-year Charter which guides
fiscal policy implementation.
The Charter for the next 5 years (FY2021/22–
FY2025/26) is being finalised and it will take
into account the start of commercial oil
production in FY2024/25.
The Charter will introduce a rule that will
guide the integration of petroleum revenues
into the fiscal framework.
The rule has been calibrated taking into
consideration the need to achieve and
maintain fiscal and debt sustainability in the
medium to long term.Adopting numerical
thresholds for oil revenue flows from the
Petroleum Fund to the Consolidated Fund
and the Petroleum Revenue Investment
Reserve will: maintain fiscal sustainability
by avoiding deficit bias and gradually
reducing public debt; insulate the budget
from volatile oil revenues that could
cause harmful macroeconomic effects
and; ensure intergenerational equity by
spreading the benefits from oil beyond the
current generation.
Reporting and accountability:
There will be regular reporting to Parliament
on the performance of the Petroleum Fund
and the Investment Reserve. The reports will
include inflows and outflows, volumes and
values of petroleum produced, investments
made under the investment reserve and
any returns.The Auditor General will perform
regular audits of the both the Petroleum
Fund and the Investment Reserve and update Parliament and the reports will be
regularly published.
Lastly, Uganda joined the Extractive Industry
Transparency Initiative (EITI) in August
2020. EITI is the global standard for the
good governance of oil, gas and mineral
resources and it requires the disclosure of
information along the extractive industry
value chain, from extraction, to contracts
and licenses, beneficial owners, production,
revenue collection and allocation, social
and economic spending, until the eventual
point of public benefit. These disclosures
can in turn promote public oversight and
debate. Uganda is expected to make the
first disclosures within 18 months after joining.
This will promote transparency, strengthen
resource-rent collections, improve the
investment climate and build trust among
sector stakeholders within the sector.
The Writer is an Economist in the
Macroeconomic Policy Department

Uganda and Tanzania
Sign USD 3.5Bn Crude
Oil Pipeline Deal
Background

U

ganda and Tanzania signed an InterGovernmental Agreement in May 2017,
which paved way for the East African
Crude Oil Pipeline (EACOP).Negotiations of
the Uganda Host Government Agreement
(HGA) for EACOP commenced in February
2018, and were concluded in September
2020. Subsequently, negotiations for the
Shareholders Agreement (SHA) and the
Transportation and Tariff Agreement (TTA)
were also finalised. This culminated into
the signing of the above agreements in
Entebbe, Uganda on 11th April 2021 and
consequently the launch of Uganda’s Oil
and Gas Projects.
The signing of the EACOP is a demonstration
of
commitment
by
the
respective
Governments and oil companies, party to
the Agreement.
Agreements signed
a)
The Uganda Host Government
Agreement (HGA) was signed between
Government of Uganda and the East African
Crude Oil Pipeline (EACOP) Company. Thus,
the HGA concluded the legal framework
and contractual obligations between
Uganda as the host country, and EACOP
Co. as the project company Co.
b)
The
Shareholders
Agreement
(SHA), defines the rights and responsibilities
of the shareholders in the EACOP Co. The
shareholders are: The Uganda National
Oil Company (UNOC) with 15%; the Joint
Venture Partners (Total Holdings International
B.V. with 62% and CNOOC Uganda Limited
with 8%) and the Tanzania Petroleum
Development Corporation (TPDC). TPDC
takes shareholding of up to 15%. The SHA
is significant because it has constituted the
EACOP Company, and will now guide the
funding of shareholding, finance structure
and general governance of the company.

c)
The Tariff and Transportation
Agreement (TTA), defines the rights and
responsibilities of the shippers on the one
hand, and the transporter on the other
hand. The TTA was signed between the
transporter, EACOP Co., and the Shippers
of the crude oil who are the Government of
Uganda, UNOC, Total E&P Uganda Limited
and CNOOC Uganda Limited.

By Moses Kaggwa

The agreements stated above have in
essence led to sanctioning of three key
projects that will generate an investment of
over US$10 billion in Uganda in the next four
years. This is a significant investment, and
probably the first of its kind in Uganda.
This investment will also enable another key
project, the refinery development to take a
Final Investment Decision (FID), creating an
additional investment of up to US$4 billion,
and putting the investment in the region of
US$15 billion. These investments will have a
significant impact on jobs, contracts and
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foreign currency among other opportunities
and more which every Ugandan needs to
take interest and participate in.
The East African Crude Oil Pipeline (EACOP)
will be a 1,443km, 24-inch diameter heated
and buried crude oil pipeline stretches from
Kabaale, Hoima in Uganda to Chongoleani,
Tanga in Tanzania.The Crude Oil Pipeline
(EACOP) will cross the ten (10) districts of
Hoima, Kikuube, Kakumiro, Kyankwanzi,
Gomba, Mubende, Lwengo, Sembabule,
Kyotera and Rakai in Uganda. The USD$3.55
billion worth pipeline could be the longest
electrically heated crude oil pipeline in the
world.
Writer is Acting Director Economic Affairs

The President of the Republic of Uganda H.E.
Yoweri Museveni and the President of the United
Republic of Tanzania H.E. Samia Suluhu Hassan
flanked by Total, CNOOC and other Government
Officials shortly after the signing of the EACOP
Agreements on 11th April 2021.

OIL AND GAS
Map illustrating East African Crude Oil Pipeline Project (EACOP)

Investment Advisory
Committee Visits UPIK
T

he signing of the three key agreements
between the Government of Uganda
and the Government of Tanzania as well
as the Oil Companies Total and CNOOC on
11th April, 2021 are the latest developments
in the Oil and Gas Sector which puts Uganda
closer to Commercial Oil production in the
coming years.
It should be recalled that following the
discovery
of
commercial
petroleum
resources in Uganda in 2006, Cabinet
approved the National Oil and Gas Policy
on 30th January, 2008 which was intended
to guide the development of Uganda’s
emerging oil and gas sector.
A number of initiatives have since been
put in place including the Public Finance
Management Act, (PFMA) 2015, which
establishes the Petroleum Fund.
The PFMA, 2015 under section 66 establishes
the Investment Advisory Committee (IAC)
and their major role is to advise on the
Petroleum Revenue Investments to be made
under the Petroleum Revenue Investment
Reserve.
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The Committee is part of the governance
framework that will ensure that the proceeds
from oil and gas are wisely invested in
accordance with the best practice and
to the benefit of the current and future
generations.
The Investment Advisory Committee chaired
by Prof. Samuel Sejjaaka was inaugurated in
May, 2019.
The recent visit to UPIK was aimed at
facilitating the Committee to appreciate
Government’s efforts towards addressing
the national skills gap in the oil and gas
industry.
Petroleum Institute Kigumba (UPIK) is a
Government Tertiary Institution which came
into existence following a directive from His
Excellency the President of the Republic
of Uganda in 2009. The Institute was also
established by The Universities and Other
Tertiary Institutions (Establishment of Uganda
Petroleum Institute Kigumba) Instrument,
2011.

By Apollo Munghinda

UPIK students working
in a computer lab
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UPIK is a National Centre for training,
research and consultancy in the field of
petroleum exploration, recovery, refinement
and responsible utilization.
Its mission is to provide a world class
education in Geosciences and Petroleum
engineering in order to support and
advance the petroleum and allied sectors.
The institute is expected to foster of an
intellectual environment that leads to
development of suitably trained graduates
who can be future leaders in their respective
fields of expertise globally.
Uganda Institute of Petroleum Kigumba
offers courses in International Vocational
Qualifications in Upstream Petroleum
Operations,
Downstream
Petroleum
Operations, Mechanical Maintenance,
Electrical Maintenance, Instrumentation
Maintenance, Welding, Fabrication &
Pipework as well as Health, Safety and

OIL AND GAS

Environment.

to the masterplan.

UPIK capacity has increased and can now
host more than 400 students and this number
will increase significantly on completion of
the on-going infrastructure projects.

The 3 storied boys’ dormitory was handed
over in December 2020 and is already in use.
Total capacity is 150 students with double
occupancy per room. Works progress on a
3 storied girls’ dormitory was at 65% at the
time of visitation and was estimated to be
complete by end of June 2021.

UPIK is an approved centre for City and
Guilds as well as Engineering Construction
Industry Training Board. It has also been
accredited as Africa’s first accredited oil
and gas training centre by the Offshore
Petroleum Industry Training organisation,
one of the most highly ranked authorities in
oil and gas training.
The Institute Campus has a total land area
of 200 acres with a designed Masterplan in
place. The administration block is complete
and occupied, temporarily hosting a few
classrooms, a mini Library, Computer Labs
and offices. Other complete structures
include; 2 of the 6 international staff houses
and 7 of the 37 local staff houses according

Ongoing
developments
include
construction of 2 out of the six students’
residential halls and Lecture rooms
complex. The next schedule projects which
were due to commence within the next
6 months are; the Library and Information
centre, the Health centre and 4 of the
7 Workshops/Laboratories. Construction
of the 4 Workshops/Laboratories will be
funded by the Albertian Region Sustainable
Development Project (ARSDP)/World Bank.
Works on a modern classroom complex was
at 35% with slow progress due to limited funds.

Construction of a Library and ICT Centre
and a Sickbay under the same Contract
had not commenced due to a shortage of
funds. Construction of 4 modern workshops
was in the final stages of completion.
With support from DFID, UPIK acquired
equipment for 3 workshops in 2013 ie.
Electrical
Maintenance,
Mechanical
Maintenance and Welding & Fabrication.3
of the 4 modern workshop being constructed
under the ARSDP will be fully equipped
under the same project.
The Institute has a state of the art ICT facility
with a robust local area network server
room. The National IT Authority (NITA-U) has
connected the institute to the national optic
fibre backbone and this will greatly improve
connectivity especially for emerging
online teaching. The cost of internet is also
expected to drop.
To deliver the Internationally Accredited
Curricula, the Institute with support from
GOU has built capacity through recruiting
competent teaching staff and continuous
Professional Development. The number
of teaching staff has grown from 8 to 23
permanent Lecturers and 5 Workshop
Technicians. All the old staff have City
& Guilds accreditation while the newly
recruited staff are scheduled to undergo
training with IFP-Training.
With full support of Government as
evidenced, there is no doubt that UPIK
has taken great strides to effectively
serve the Oil and Gas Industry in Uganda.
However, it is now critical as the Country
embarks on the Oil production phase, to
fast-track Infrastructure development and
procurement of all required equipment in oil
and gas training to support all IVQ programs.
There is also need to enhance collaboration
with relevant Ministries, Authorities, Research
Institutions, National Oil Company and
International Oil Companies in addition to
continuous benchmarking with successful
international training Institutes.
The Writer is a Principal Communications
Officer.

Investment Advisory Committee
chairperson prof.Sejjaka(3rd right) and
members visting Uganda Institute of
Petroleum Kigumba (UPIK)
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Mulago Specialised
Hospital
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EU Support to
Uganda
T
By Ruth Kato

he European Union has supported development initiatives in Uganda for over
45 years. The last financing instrument
for EU – GoU cooperation was the Cotonou
agreement signed between the European
Union and the African, Caribbean and Pacific (ACP) states for the period between
2000 – 2020, funded through the European
Development Fund (EDF). While the 10th
EDF was aligned to NDPI, the 11th EDF was
aligned to NDPII.
Currently, programming for the next phase
of EU funding, aligned to NDPIII, is ongoing.
The Neighborhood Development International Cooperation Instrument (NDICI) will
replace the European Development Fund.
The 3 priority areas of EU intervention for the

post-Cotonou phase of EU-GoU cooperation are being aligned to the 18 GoU programmes. These include;
Priority area 1:
Promoting Green Partnerships
Sustainable management of natural resources: Allows to work on protection of environment and wildlife, water, ecotourism,
land rights, climate change, Disaster Risk Reduction (DRR), Infrastructure (forestry, wetlands, renewable energy, energy efficiency)
Green Cities:
Allows to work on governance, domestic resource mobilization,
planning, infrastructure at the local level –
including for refugee/host community agglomerations

ment(PFM), transparency, democratic participation, justice, human rights

Priority area 2:

Social inclusion and protection: Allows to
work on social protection, social services,
SRHR

Promoting sustainable/inclusive growth and
jobs
Sustainable investments: Allows to work on
industrialization, value addition on specific
value chains, public-private partnerships,
trade, agri-business, access to finance, business environment.
Economic infrastructure: Allows to work on
economic corridors, sustainable & efficient
energy and digitalization
Decent jobs:
Allows to work on employment governance, skilling, youth, informal
sector, including economic opportunities to
refugees
Priority area 3:
Promoting Democratic Governance and Social inclusion
Democratic Governance & Rule of Law:
Allows to work on Public, Finance Manage60 MOFPED TIMES|ISSUE 3

Under the 10th EDF, Ugandans benefitted
from Euro 465 million, which support was
used in the reconstruction and modernization of Mbarara-Katuna road, rehabilitation
of Northern Uganda & Karamoja Regions
under Northern Uganda Agricultural Livelihoods Recovery Programme (ALREP) and
Karamoja Livelihood Programe (KALIP) and
other intervention like the Democratic, Governance and Accountability Programme
(DGAP).
The 10th EDF was critical in the transformation of the lives of Ugandans, especially
those that had been affected by conflict,
drought and insurgencies in North-eastern
Uganda, Karamoja and Northern Uganda.
Since then, the EU has supported Uganda
through development of an efficient roads
infrastructure, notably through the reconstruction and modernization of the Northern Corridor Route. The support to roads
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infrastructure development enhances this
country’s strategy for regional integration,
to benefit from the regional markets, and
facilitates Uganda’s response strategy for
benefiting from the EAC-EU Economic Partner Agreement.
Under the 11th EDF, Ugandans are benefiting from Euro 558 million, which reflects
a 24% increase from the previous support.
This support to Uganda’s budget is focusing
on three broad areas: In the Infrastructure
sector, Euro 260 million was earmarked as
support towards construction of Kampala-Jinja Expressway, Rehabilitation of Tororo-Gulu Railways line, Upgrading of Atiak-Laropi Road and others. Euro 132 million was
committed towards rehabilitation of Northern Uganda through the Development Initiative for Northern Uganda (DINU) Programme
and the balance of Euro 166 million is being
channeled to interventions that foster Good
Governance.
Investment in these key sectors has enhanced Uganda’s drive towards realization of the Sustainable Development Goals
(SDGs), Vision 2040 and the quest for middle-income status.
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The European Union and its member states
have played a key role in shaping Uganda’s
Public Financial Management reforms and
supporting Government of Uganda through
budget support.
EU actions towards conservation of wildlife
species:
Grants to the total value of € 368,939 have
been awarded to five organizations in
Uganda to address biodiversity conservation needs.
The European Union (EU) and the Organization of African, Caribbean and Pacific
States (OACPS) have made funds available
through the IUCN Save Our Species African
Wildlife Initiative and the BIOPAMA Action
Component (AC), both managed by the International Union for Conservation of Nature
(IUCN).
In 2020, in response to the COVID-19 pandemic and the severe loss of income for
many protected areas and biodiversity projects, IUCN Save Our Species and the BIOPAMA AC opened a special call for proposals
within both of these mechanisms to allevi-

ate impacts caused specifically through the
pandemic. Four million Euros were made
available as Rapid Action Grants under
IUCN Save Our Species to help address impacts from COVID-19 on the conservation of
terrestrial or freshwater species in continental Sub-Saharan Africa and Madagascar.
Another two million Euros were made available through the BIOPAMA Rapid Response
Grants to address impacts of COVID-19 in
and around protected areas in the African,
Caribbean and Pacific regions.
Three of the five grantees in Uganda through
IUCN Save Our Species and BIOPAMA are
implementing a range of activities to alleviate the impacts of COVID-19, including
diversifying livelihoods to absorb the loss of
tourism income, implementing health protocols and monitoring to protect gorillas,
and clearing invasive species to secure rhino habitat. The Environmental Governance
Institute (EGI), Conservation through Public
Health (CTPH) and the Rhino Fund Uganda
are implementing these activities in and
around Murchison Falls National Park, Bwindi
Impenetrable National Park, and Zziwa Rhino Sanctuary.

Two of the projects supported with EU
funds through IUCN Save Our Species are
longer-term projects, not directly linked to
COVID-19 impacts. Ecological Trends Alliance (ETA) aims to fight against lion persecution in Queen Elizabeth National Park, while
the Snares to Wares Initiative transforms wire
snares taken from Murchison Falls National
Park into sculptures that not only generate
alternative revenue opportunities for local
communities, but also shine a spotlight on
illegal poaching practices.
“These response activities are key to address
conservation and wildlife protection in these
very difficult times plagued by the COVID-19
pandemic,” said H.E Attilio Pacifici, Head
of the Delegation of the European Union to
Uganda.
The Writer is the Programmes Coordinator
EU-NAO Support Unit)
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GoU ASSET MANAGEMENT FRAMEWORK & GUIDELINES - OCTOBER 2020

ASSET
AT MANAGEMENT
A GLANCE

Gov’t
Gov’t Asset
Asset
Management
Management
Framework
FrameworkGuidelines
Guidelines
G

overnment of Uganda (GoU) has
overnment
Ugandainitiatives
(GoU) has
undertaken ofseveral
to
undertaken
several
initiatives
to
strengthen asset management by
strengthen
asset
management
by
addressing
the major
weaknesses
and chaladdressing
major weaknesses
and challenges. Thethe
initiatives
include development
lenges.
The
initiatives
include
development
of an Asset Management Framework, autoof
an Asset
Management
Framework,
automation
of government
systems,
compiling
a
mation
of government
systems,
compiling
a
comprehensive
list of GoU
officially
recogcomprehensive
list
of
GoU
officially
recognized assets to help identify and document
nized
to owned
help identify
and document
the listassets
of GoU
and controlled
assets
the
list ofof
GoU
andenforcing
controlled
assets
at each
theowned
votes and
compliat
each
ofthe
theasset
votesmanagement
and enforcinglaws
compliance
with
and
ance
with
the
asset
management
laws
and
regulations among other measures.
regulations among other measures.
This initiative is very critical for the counThis
initiative the
is very
critical framework
for the country because
institutional
for
try
because
the
institutional
framework
for
asset management in Uganda has been
asset
management
in Uganda
fragmented
and not well
defined.has
The been
manfragmented
and
not
well
defined.
The
mandates, roles and responsibilities of the
various
dates,
roles
and
responsibilities
of
the
various
institutions involved in asset management
institutions
involved
asset management
were not clearly
speltinout.
were not clearly spelt out.
There
have been
There have
been gaps,
gaps, duplication
duplication and
and
lack of
of uniformity
in the
the roles
lack
uniformity in
roles and
and responsiresponsibilities
in asset
asset management
management in
in the
the various
various
bilities in
votes.
The
Government
asset
register(s)
has
votes. The Government asset register(s) has
been
incomplete
and
lacking
key
parambeen incomplete and lacking key parameters
as asset
asset values,
values, location,
location, ownerownereters such
such as
ship,
and
regular
update.
ship, and regular update.
As
a result
result of
As a
of the
the above
above mentioned
mentioned chalchallenges,
Asset
Management
lenges, Asset Management Framework
Framework and
and
Guidelines
Guidelines (AMFG)
(AMFG) were
were put
put in
in place
place to
to
enable Government
Government votes
votes to
enable
to create
create and
and
maintain
maintain an
an appropriate
appropriate mix
mix of
of assets
assets for
for
effective
delivery
of
services.
The
AMFG
effective delivery of services. The AMFG is
is a
a
comprehensive
comprehensive document
document that
that assists
assists AcAccounting
counting Officers
Officers to
to fulfil
fulfil their
their mandate
mandate to
to
manage
and
control
the
public
manage and control the public assets
assets under
under
their
their control
control throughout
throughout the
the asset
asset life
life cycle.
cycle.
Why
Why need
need guidelines?
guidelines?
a)
Proper asset management will rea)
Proper
management
will loss
reduce
the
risks ofasset
misuse,
pilferage and
duce
risks of
loss
which the
will lead
to misuse,
optimal pilferage
utilization;and
reduce
which
will lead
to optimalcosts;
utilization;
reduce
excessive
maintenance
and improve
excessive
maintenance
costs;
and
improve
accountability and transparency which are
accountability
and
transparency
crucial to public
service
delivery. which are
crucial
to
public
service
delivery.
b)
Greater economic
sustainability:
b)
Greater economic sustainability:
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Accountability and transparency of govAccountability
and transparency
ofbetter
government will be enhanced
leading to
ernment
will
be
enhanced
leading
to
better
communication with the public, increased
communication
with the
public,
trust
and confidence
which
will increased
lower the
trust
and
confidence
willresult
lower
cost of
service
delivery.which
This will
in the
imcost
of
service
delivery.
This
will
result
in
improved public services delivery for: infraproved
delivery for: infrastructure,public
healthservices
and education.
structure, health and education.
c)
Improved environmental sustainc)
Improved
sustainability resulting
from environmental
long term solutions
rathability
from
long term solutions rather thanresulting
short term
affordability.
er than short term affordability.
d)
The public and other stakeholders
d)
The
public
other
stakeholders
demand
better
andand
more
transparent
acdemand
better
and
moreoftransparent
countability
in the
usage
resources. acImcountability
in thesheets
usagepromote
of resources.
Improved balance
transparproved
balance
sheets
promote
transparency & accountability.
ency & accountability.
The
creates awareness
awareness on
The AMFG
AMFG creates
on the
the risk
risk to
to
assets that is posed by environmental factors
like climate change and soil degradation.
Accounting Officers shall take into account
these factors in planning for the acquisition,
maintenance, replacement and disposal of
assets.
Most of the valuable assets especially infrastructure have long lifespans and if they are
not well operated and maintained they will
deteriorate leading to shorter than expected life spans. Consequently, provision of
public services will suffer and the assets turn
out to be liabilities in the long run.
Legal and regulatory framework
The Asset Management Framework and
Guidelines are based on the GoU legal and
regulatory framework and which among
others, include;
a)
Chapter 9 of the 1995 Constitution
contains provisions for the control and management of public funds.
b)
Public Finance Management Act
2015 as amendedprovides for public financial management in Uganda as per S2 of
PFMA 2015.
c)
The Public Procurement and Disposal of Public Assets (PPDA) Act 2003 specifies
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ii)
Specifically, for Asset management
S11(1) (c) PFMA 2015 states that ST shall promote and enforce transparent, efficient and
effective management of assets (S11(c)
PFMA 2015). This is achieved through ensuring that the assets are maintained in an
optimal operating condition and are not
wasted through neglect and disrepair as
is evidenced in the Board of Survey (BoS),
OAG and IAG reports
iii)
Issue directives and instructions to
Accounting Officers with respect to assets of
the vote S11 3 (a) PFMA 2015.
iv)
Set standards for the financial management systems and monitor the performance of PFM systems including asset management systems S11 2 (d) PFMA 2015.
v)
Through issuance of the budget call
and execution circulars, ST shall ensure that
AOs plan for proper assets management
over the life cycle through the preparation
of asset strategic plans and proper annual
budgets

Jennifer Muhuruzi
Ag. Director Treasury
Services and Asset
Management

the procedures for the procurement and
disposal of assets. It as well determines the
arrangements and procedures for the procurement and disposal of items such as supplies/ goods, services or works.
d)
National Audit Act 2008 provides for
the auditing of accounts of Central Government, Local Government councils, administrative units; public private organizations
and bodies.
e)
Standing Orders 2010 provide for
use, care and safeguard by Government
Officers of public assets including motor vehicles.
f)
Treasury Instructions 2017 provides
for the management and accounting
framework of non-current assets. This includes recognition, recording, use, maintenance, impairment, and disposal etc. of
non-current assets.
Roles
and
responsibilities
for
Asset
Management
Permanent Secretary/Secretary to the
Treasury (ST)
i)
Responsible for advising the Minister
on economic, budgetary and financial matters. The detailed roles and responsibilities of
the ST are stated in S11 PFMA 2015
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vi)
Decline to re-appoint a person as
an Accounting Officer where according to
the report of the Internal Auditor General
(IAG) or the Auditor General (AG), that person has not accounted for the public assets
of the vote for a financial year as provided
for in (S11(g) PFMA 2015)
Accountant General
The Accountant General is the custodian
of GoU funds i.e. receives and safeguards
the funds; responsible for financial management systems; responsible for GoU financial
records and prepares GoU financial reports,
among others.
The roles and responsibilities of the Accountant General with respect to Asset Management are provided for under section 46 of
PFMA 2015. Specifically, the Accountant
General is mandated among others to;
i)
Define what constitutes an asset
through his mandate of specifying the basis
of accounting S46(3) (d) & (6).
ii)
Ensure accuracy of payments for
acquisition of assets S46(3)(d)
iii)
Ensure that assets are properly recorded by prescribing the format of the asset registers to be maintained by the votes
S34(2)
iv)
Safeguard
Government
assets
through instituting appropriate internal controls S46(3)(c)
v)
Verify the existence of the assets
through appointment of a Team to carry out
the annual BoS S34(4)
vi)
Issue guidelines for accounting for

government assets and for recording and
reporting of government assets as outlined
in S34 (8) among other roles and responsibilities.
Internal Auditor General
i)
The role and responsibilities are
specified in S 47(2) of the PFMA 2015 and
in accordance with S 47(2)(a) – (b) of the
PFMA, the Internal Auditor General ensure
that the following activities are considered
in the development of the Internal Audit
strategy and guidelines as they pertain to
the management of GOU assets;
a)
Internal Auditors regularly reviewing
all assets and reports on the effectiveness
and efficiency of the performance of the
assets by developing a risk matrix and a set
of key performance indicators for monitoring the performance of assets
b)
Internal audit review the asset performance evaluation reports produced by
the vote; and
c)
Support the development and review implementation progress of the Asset
Management Action Plans of the respective
votes.
ii)
The Internal Auditor General shall
review and consolidate the internal audit
asset management reports from the votes
and externally financed projects
Accounting Officers
S34 (1) of the Public Finance Management
Act (PFMA) 2015 entrusts Accounting Officers as Officers responsible for the management of the assets and inventories under
their votes.
With the support of Heads of Accounts,
Accounting Officers must ensure that the
assets are efficiently utilized and managed
and they must also put in place risk management and internal controls in addition
to a comprehensive and updated register
with correct values among other roles and
responsibilities.
Institutional Framework for Asset Management
i)
Asset management involves collaboration and coordination of efforts of different stakeholders in planning, acquisition,
operation, replacement and disposal and
reporting of assets. It is imperative to specify the mandate, roles and responsibilities of
each of the stakeholders for effective asset
management.
ii)
In Central and Local Governments
some units have asset management roles relating to a specific class/group of assets and

may issue operational guidelines to a section of users. For example, Ministry of Public
Services specifies tools and assets that facilitate and supplement human resources operations like vehicles and the work environment; Ministry of Lands Housing and Urban
Development provides policy, standards
and coordination on land, housing and urban development; Ministry of Works and
Transport handles building, construction and
some aspects of fleet management. The
Uganda Land Commission is the custodian
of all Government Land purchased using resources from the Consolidated Fund
iii)
This AMFG is the primary asset
guideline and shall take precedence over
other asset management guidelines issued
by votes in case of any inconsistencies. Accounting Officers with specific mandates on
asset management for a particular class of
asset may issue operational guidelines to
target a set of users during implementation
of their work
iv)
For purposes of effective oversight,
all the guidelines to be issued after this
AMFG shall be in consultation with the ST
and Accountant General’s Office to ensure
harmony. Any existing guidelines shall be
shared with ST and Accountant General for
information and harmonization.
Planning for public assets to be acquired
and used
A vote shall have assets as part of the resources that will be used to deliver its
mandate in service delivery. The planning
processes shall cover all the GoU assets categories: tangible, intangible and financial.
In line with the NDP III and any associated
development plans, each vote shall prepare an asset management strategic plan
consistent with the relevant programme
implementation action plans to deliver the
vote’s mandate. The asset strategic plan
shall cover a minimum of 3 years and shall
include details of the assets and their requirements in operations, maintenance, replacement and disposal of the assets. The
strategic plan shall include rolling plans over
the 3-year period.
Where a vote has assets with longer than
3-year lifespan the strategic plan will cover more than three years for the plan to be
realistic. The assets strategic plan is one of
the elements of a strategic plan for the vote
and complements the other elements of the
vote strategic plan: human resources, information technology and financial resources
among others.
The Asset Management Framework and
Guidelines can be accessed from our website: www.finance.go.ug
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Signing ceremony of MOU between MoFPED and MUK through the Incubation and Innovation Centre with DFCU Bank to
support innovation with the aim of fostering Economic Growth, March 2021.

Hon.Evelyn Anite commissioning Lato yogurt a
product of Pearl Dairy in Mbarara.

The Signing ceremony of the MOU between MoFPED and Investment Clubs Association in Uganda (ICAU) for the
development of a savings and investment culture in Uganda through Investment Clubs, April 2021.

President Yoweri Kaguta Museveni arriving at the FY2021/2022 Budget Speech Reading with the First Lady Janet Kataha Museveni at Kololo Independence Grounds
Officials at the FY2021/22 Budget Speech Reading at Kololo Ceremonial Grounds

Hon. Amos Lugoloobi and Hon Matia Kasaija share a light moment before
Budget Speech Reading FY2021/22
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MoFPED donates assorted items to Sanyu Babies Home
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NDP III PROGRAMMES AND
CORRESPONDING LEAD
AGENCIES
No.

Program

Lead Agency

1

Agro-Industrialization

PS/MAAIF

2

Mineral Development

PS/MEMD

3

Sustainable Development of Petroleum Resources

PS/MEMD

4

Toursim Development

PS/MoTWA

5

Natural Resources, Environment, Climate Change, Land and water PS/MoWE
Management Development

6

Private Sector Development

PS/MoFPED

7

Manufacturing

PS/MoTIC

8

Intergrated Transport Infrastructure and Services

PS/MoWT

9

Sustainable Energy Development

PS/MEMD

10

Digital Transformation

PS/MoICT&NG

11

Sustainable Urbanization and Housing

PS/MoLHUD

12

Human Capital Development

PS/MoES

13

Innovation, Technology Development and Transfer

PS/MoSTI

14

Community Mobilization and Mindset Change

PS/MoGLSG

15

Governance and Security

SECRETARY/OP

16

Public Sector Transformation

PS/MoPS

17

Regional Development

PS/MoLG

18

Development Plan Implementation

PS/MoFPED
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Ministry of Finance,Planning and Economic Development.
0414707259,041470731920,0414707115, 0414707109
plot 2-12 &2A,Apollo Kaggwa Road.
www.finance.go.ug
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