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EXECUTIVE SUMMARY

In exercise of the powers conferred upon the Minister by Part VI Section 36 of the
Public Finance Management Act 2015 to raise money by loan, issue guarantees and
receive grants for and on behalf of the Government and with reference to Sections 39
(4), 42 and 44 (5) of the Public Finance Management Act, (Act No.3 2015), | hereby
lay this report before the August House. The report relates to total government
indebtedness, guarantees of loans to companies and statutory bodies, other financial
liabilities and sum of grants received by Government during FY 2019/20.

The new external resources amounting to USD 1,587.55 million (both loans and
grants) were mobilised. New loans equivalent to USD 1,474.68 million were approved
by Parliament and new grants equivalent to USD 112.87 million were received.

The new loans increased by 5.9 percent in FY 2019/20 compared to 2018/19 due to
increased borrowing to finance the deficit of the Budget for FY 2019/20 as well as
infrastructure development with special focus on roads. The borrowing terms and
sector allocations were consistent with the requirements in the Public Debt and other
Financial Liabilities Management Framework (2018) and priorities of the National
Development Plan II.

Total domestic borrowing realised during FY 2019/20 as at 31t December 2019 was
UGX 4,389 billion of which Treasury Bills accounted for 58 percent (UGX 2,567 billion)
and Treasury Bonds 42 percent (UGX 1,823 billion).

Two (2) new guarantees were approved to the tune of USD 20 million in FY 2019/20.
This is in line with government efforts to recapitalise Uganda Development Bank
Limited. The total disbursed and outstanding guarantees as at 315t December 2019
stands at USD 26.8 million.

The total public and publicly guaranteed external debt exposure as at end December
2019 stood at USD 13.21 Billion of which USD 8.75 billion (66 percent) of total debt
is disbursed and outstanding (DOD) and USD 4.43 billion (34 percent) is loan
commitments, which have not yet been disbursed.

Total stock of outstanding government domestic debt at cost stood at UGX 17,376
billion (equivalent to USD 4.74 billion). Treasury Bills accounted for 25 percent while
Treasury Bonds accounted for 75 percent of total stock of outstanding government
domestic debt as of December 2019 consistent with the Public Debt and other
Financial Liabilities Management Framework (2018). The framework stipulates a
ratio of 70:30 for Treasury Bonds to Treasury bills which underpins the preference
for issuance of long term instruments relative to short term instrument in a bid to
minimize costs risks.

Grants worth USD 112.87 million were mobilised during the FY 2019/20. During
the period under review, substantial grants support was received from the European
Union, Japan International Cooperation Agency and International Development
Agency of the World Bank Group. The share of grants of the new external
commitments for FY 2019/20 decreased by 61 percent as compared to USD 290.75
million received in FY 2018/19.

Government continues to receive significant Technical Assistance (TA) support.
Available information indicates that there has been a 9 percent decrease in the
amount of technical assistance received in 2018 as compared to 2017.
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Support managed outside government system projected for FY 2019/20 amounts
to USD 230 million from the Development Partners. The support is largely directed
towards the health sector with USAID being the largest Partner with USD 167.61 million
(equivalent to 73 percent).

Total Domestic arrears stock as at June 2019 amounted to UGX 4,010.35 billion of
which UGX 3,482.10 billion was verified. Of the verified domestic arrears, UGX 2,254.44
billion (65 percent) was classified as valid.

The FY 2020/21 MTDS stipulates a strategy that the government intends to implement
over the medium term in order to achieve a composition of the government debt
portfolio that captures the government’s preferences with regard to the cost-risk
trade-offs. It also provides an assessment of the cost and risk characteristics of the
existing debt portfolio.
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PART ONE:

REPORT ON PUBLIC DEBT,
GUARANTEES, OTHER FINANCIAL
LIABILITIES AND GRANTS FOR
FINANCIAL YEAR 2019/20



Ministry Of Finance, Planning and Economic Development

1.0 INTRODUCTION

1.1 Background

Every financial year, the Minister of Finance, Planning and Economic Development
is mandated to prepare the Public Debt, Guarantees, other Financial Liabilities and
Grants Report. This report is published in accordance with the sections of the Public
Finance Management Act, (Act No.3 2015), namely:

i Section 39 (4), which states that “The Minister shall every financial year, table
before Parliament, with the annual budget, a report of the existing guarantees
which shall include an analysis of the risk associated with those guarantees”,

ii. Section 42 (2), which states that “The Minister shall, by 1t April, prepare and
submit to Parliament a detailed report of the preceding financial year, on the
management of the public debt, guarantees and the other financial liabilities of
Government”,

iii. Section 42 (3), which states that “The report shall indicate the management
of the public debt, guarantees, and the other financial liabilities of Government
against the National Development Plan, the objectives of the Charter for Fiscal
Responsibility, and the medium-term debt management strategy”;and,

iv. Section 44 (5), which states that “The Minister shall, every financial year table
before Parliament a report of the grants received by Government or by a Vote”.

1.2 External financing
External financing can be obtained through the following sources;

i Budget Support: This is where funds/resources, either loans or grants, from
a Development Partner (DP) are transferred directly to the consolidated fund
of the recipient Country following the fulfilment of agreed conditions for
disbursement. Budget support is normally in two forms namely: a) General
Budget Support; and, b) Sector Budget Support (earmarked/targeted towards
a specific sector). The financial resources thus received are part of the national
resources of the government and allocated to respective government strategic
areas of intervention in the National Budget and thereafter appropriated by
Parliament.

ii. Project Support: Both Government of Uganda (GoU) and the DP(s) enter into
a financing agreement which stipulates a set of inputs, activities and outputs
to reach specific outcomes within a defined area, budget and timeframe. This
financing can be in form or loan, grant or blended.

iii. Export Credit financing: This is where the borrower (GoU) and a DP Export
Credit Agency (ECA) pre-identify a contractor to implement a project largely
in the borrower’s jurisdiction. The financing is to support international export
operations of the lending country by removing any potential uncertainty of
exporting to other countries, underwrite political risks and commercial risks of
overseas investments, encouraging exports and international trade. Uganda has
been a recipient country, through this arrangement. The financing terms for such
arrangements are generally semi concessional.

”””””””””””””””””””””””””””””””””””””” —————————————
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Ministry Of Finance, Planning and Economic Development

iv. Technical Assistance: This entails the transfer of ideas, knowledge, practices,
technologies or skills from either development partner identified experts or
procured experts under respective projects. This knowledge transfer is mainly
for policy development, institutional development, capacity building, and project
or programme support.

V. Off Budget Support: This covers all Official Development Assistance (ODA)
not channelled through Government systems and structures both in form of
disbursement and management; hence not appropriated by Parliament. The
related project activities and finances are mainly channelled through Non-
Governmental Organisations (NGOs), Civil Society Organisation (CSOs) or
directly implemented by DPs.

vi. On-lent: this is where Government contracts a loan from DPs and lends it to
a third party implementing the project. This is mainly done for State Owned
Enterprises (SoEs)

1.3 Domestic Debt

Prior to FY 2012/13, government issued domestic debt (government securities) for
monetary purposes only. Since then, government securities have been issued on the
domestic market to finance government budget deficit. The borrowings have been
within the limits given in the annual macroeconomic framework and consistent with
the thresholds stipulated in the respective Public Debt Management Frameworks. The
two types of domestic debt instruments issued include;

i. Treasury Bills, and
ii. Treasury Bonds

1.4 Other financial liabilities
Other financial liabilities include the following;

i. Loan Guarantees: this refers to when government agrees to assume a debt
obligation in the event that the borrower defaults on repayment. This debt
obligation is usually to private companies or institution

ii. Contingent liabilities: An obligation arising from past events whose existence
will only be confirmed by the occurrence or outcome of one or more uncertain
future events and, if confirmed, will result in expenditure being incurred to
settle the confirmed obligation by government. Contingent liabilities can
be either implicit or explicit. Implicit contingent liabilities represent moral
obligations or burdens that, although not legally binding, are likely to be borne
by governments because of public expectations or political pressures. Explicit
liabilities are legal obligations there the government are legally required to
make payments only if particular events occur'.

iii. Domestic arrears: this refers to unpaid bills that remain outstanding beyond
the fiscal year in which they were incurred.

! https://www.imf.org/external/pubs/ft/fandd/1999/03/polackov.htm
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Ministry Of Finance, Planning and Economic Development

2.0 FISCAL DEFICIT FINANCING AND

PUBLIC DEBT IN 2019/20

2.1 Economy

Uganda’s economy continues its robust recovery and benefit from a stable
macroeconomic environment. The Ugandan economy reported strong growth in
2019, estimated at 6.3 percent, largely driven by the expansion of services. Services
growth averaged 7.6 percent in 2019, and industrial growth 6.2 percent, driven by
construction and mining. Agriculture grew at just 3.8 percent. Retail, construction, and
telecommunications were key economic drivers. Inflation is expected to remain below
5 percent, strengthening the domestic economy.

Government spending continues to increase, underpinned by public infrastructure and
capital investments for the nascent oil and gas industry. Expenditures have increased
faster than domestic revenues, widening the fiscal deficit in 2019. The deficit is largely
financed through external borrowing, supplemented with domestic securities.

Retail, construction, and telecommunications drive the economy, with mining,
transport, and hospitality expected to grow as oil and gas investments are made. Price
stability will boost domestic business confidence while fiscal policy is likely to remain
accommodating.

Uganda has relied on external borrowing to finance its large-scale infrastructure
projects, which contributed to rising debt, putting more strain on the budget as more
resources need to be allocated for interest payments. Nevertheless, the country remains
at low risk of debt distress. To help keep debt at manageable levels, the government is
finalizing a 5-year domestic revenue mobilization strategy.

Timely implementation of public infrastructure would support growth in the medium
term. Economic growth over the medium term will be driven mainly by public
infrastructure investment and increased private sector investments. Oil mining activities
are expected to support growth in industry and the services sector.

2.2 Fiscal Balance

The net fiscal deficit for FY 2019/20 was projected at UGX 10,564 Billion (8.68 percent
of GDP) of which approx. 70.9 percent (UGX 7,485 Billion) was projected to be financed
through external sources and approx. 29.1 (UGX 3079 Billion) percent through domestic
financing as shown in table 2.1 below.

Table 2.1: Fiscal Balance in UGX Billions

FY 2018/19 FY 2019/20 - Budget
Financing ltem UGX Bn As % of GDP UGX Bn As % of GDP
Net External Financing 5,442 4.86 7,485 6.15
Net Domestic financing 1,985 1.77 3,079 2.53
Total* 7,427 6.63 10,564 8.68

Source: MoFPED
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2.3 Total Public Debt

The total public debt stock as at 31t December 2019 stood at USD 13.49 Billion as
compared to USD 11.52 billion as at 315t December 2018. This represents a growth of 17
percent of the total debt stock. External debt accounted for 64.8 percent and domestic
debt 35.2 percent as shown in table 2.2 below.

Table 2.2: Total Public Debt by source category as at 31t December 2019 (USD

Billions)

Creditor Category Dec-16 Dec-17 Dec-18 Dec-19 Shares of Debt Stock
External 5.47 6.88 7.66 8.75 64.8%
o/w Multilateral 4.06 4.68 4.99 562 41.7%
o/w Bilateral 1.33 2.03 2.59 3.05 22.6%
o/w Private Banks 0.07 017 0.09 0.08 0.6%
Domestic 3.25 3.35 3.86 4.74 35.2%
o/w Treasury Bills 1.05 0.81 0.97 117 8.6%
o/w Treasury

Bonds 2.2 2.55 2.89 3.57 26.5%
Total Debt 8.72 10.24 11.52 13.49

Source: MoFPED

The external debt stock increased by 14 percent from USD 7.66 billion as at
31t December 2018 to USD 8.75 billion as at 315t December 2019. Domestic debt
stock increased by 21 percent from USD 3.86 Billion as at 31t December 2018 to USD
4.74 Billion as at 31t December 2019. Details on the performance of domestic and
external debt stock are presented in chapter three and four respectively.

2.4 Cost and risk indicators of public debt

The cost of debt is assessed using two indicators i.e. ratio of interest rate payments
to GDP and the weighted average interest rate both expressed as percentages.
An increase in these indicators implies that government has to incur higher debt
service payments. There are three types of risks that arise from public debt and these
are: a) refinancing risk; b) interest rate risk; and, ¢) foreign exchange risk.

Refinancing risk considers the average time to maturity (ATM) and the debt maturing
in one year. The longer the ATM, the better for government as it indicates a low
refinancing risk.

The overall average time to maturity of all principals of the existing debt portfolio
(external and domestic debt) is 11.0 years. The ATM for domestic debt has reduced
from 4.0 years in December 2018 to 3.9 years end December 2019 on the account
issuance of short-term government securities. The ATM of the external debt stock has
been decreasing over time due to contraction of external loans with shorter maturities.
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Table 2.3: Cost and risk indicators as at 31t December 2019

Dec-18 Dec-19
Risk Indicators
External | Domestic Total External [Domestic| Total

Amount ( Ushs Billions) 28,426.78 | 14,332.69 | 42,759.47 | 32,057.03 | 17,376.08 |49,433.11
Amount ( USD Billions) 7.66 3.86 11.52 8.75 474 13.49
Nominal debt as % GDP 27.8 14.0 41.8 24.8 13.5 38.3
PV as % of GDP 17.7 14.0 31.7 17.0 13.5 30.6

Interest Payment as % GDP 0.4 19 2.3 0.4 1.8 2.2
Cost of Debt

Weighted Average Interest rate (%) 1.5 13.8 5.6 1.7 13.0 5.7

Average Time to Maturity (ATM) years 14.4 4.0 10.9 141 3.9 11.0
Eieslr‘a“‘”g Debt maturing in Tyr (% of total) 23 36.6 13.8 1.7 371 12.3

Debt maturing in Tyr (% of GDP) 0.6 51 5.8 0.5 4.6 5.1

Average Time to Re-fixing (ATR) years 13.9 4.0 10.6 13.5 3.9 10.7
Interest Debt Re-fixing in 1 Year (% of total) 9.3 36.6 18.4 10.3 371 18.3
rate Risk

Fixed rate Debt (% of total) 92.9 100.0 95.3 91.3 100.0 93.9
Foreign FX debt (% of total debt) 66.3 66.6
Exchnage
(FX) Risk ST FX debt (% of reserves) 5.3 5.2

Source: MoFPED

Domestic debt maturing in one year as at end December 2019 is 371 percent of the
total domestic debt. This has reduced from 36.6 percent in December 2018 due to
increased issuance of shorter dated securities. External debt maturing in one year as
percentage of the total has also reduced to 1.7 percent by end December 2019 from
2.3 as at end December 2018 due to increase in contraction of financing with shorter
maturity periods.

As at end December 2019, 93.9 percent of public debt has a fixed interest rate as
compared to 92.9 percent as at end December 2018, 18.3 percent of outstanding
debt will re-fix in FY 2019/20. The weighted average time to re-fixing (ATR) for
external debt portfolio is 13.5 years while 10.3 percent of outstanding external debt
will re-fix in one year. Domestic debt is mainly composed of fixed interest rate
instruments with ATR of 3.9 years. Nevertheless, 371 percent of the domestic debt
portfolio will be re-fixed within a year because of predominance of short-term debt.

The depreciation of Uganda shilling against the USD highlights a potential exchange
rate risk impact on the budget in terms of rise in external debt service payments. 66.6
percent of the total government debt portfolio is exposed to exchange rate risk.
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3.0 DOMESTIC DEBT

To ensure a diversified debt portfolio that spreads risk, Government opts for a
variety of financing instruments that range from short and long term borrowing in
the domestic market, and foreign-currency loans. Short-term borrowing consists
of Treasury bills with maturities of 12 months or less and long-term borrowing that
consists of Treasury Bonds with maturities of more than one year.

The public expenditure review notes that to ensure that Uganda does not become
overly dependent on foreign financing for its future development, it is imperative to
ensure that most of the investment effort is domestically funded.

3.1 Stock of Domestic Debt

As at end December 2019, the total outstanding stock of Government Domestic Debt
at cost increased by UGX 3,043 billion (21.2 percent) from UGX 14,333 billion at the end
December 2018 to UGX 17,376 billion at the end of December 2019.

Table 3.1: Stock of Domestic Debt at cost as at 31t December 2019

End December 2018 End December 2019
UGX bn Usb M UGX bn Usb M

T- Bills 3,591 965 4,273 1,166
% of Domestic Debt 25% 25%

Fiscal T-Bonds 8,903 2,393 11,943 3,258
Recapitalisation T-Bonds 960 258 1,160 317
Total T-Bonds 10,742 2,888 13,103 3,575
% of Domestic Debt 75% 75%

Total Domestic Debt 14,333 3,853 17,376 4,741

Source: MoFPED

Of the total outstanding domestic debt at cost of UGX 17,376 billion as at end December
2019, T-Bills accounted for UGX 4,273 billion (25 percent) while T-Bonds accounted for
13,103 billion (75 percent).

Despite the increase in the outstanding domestic debt stock at cost by 21 percent in
December 2019, the share of T.Bills remained at 25 percent and the share of T. Bonds
remained at 75 percent as indicated in the table 3.1 above. The details of domestic debt
stock by tenor is presented in table 3.2 below.
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Table 3.2: Domestic Debt Stock by tenor, UGX at cost as at 31t December 2019

UGX bn USD M % of total stock

91 days 5917 16.14 0.3%
182 days 386.12 105.35 2%

364 days 3,827.80 1,044.36 22%
T-Bills 4,273 1,166 25%
2 Years 1,374.94 37513 7.9%
3 Years 1,263.99 344.86 7.3%
4 Years 462.26 12612 2.7%
5 Years 3,685.39 1,005.51 21.2%
8 Years 36.17 9.87 0.2%
9 Years 192.80 52.60 11%

10 Years 2,890.16 788.54 16.6%
11 Years 455,51 124.28 2.6%
14 Years 683.37 186.45 3.9%
15 Years 2,058.40 561.60 1.8%
T-Bonds 13,103 3,575 75%
Total 17,376 4,741 100%

Source: MoFPED

3.2 The structure of Domestic Debt

Domesticdebthasbeenrisingrapidly since June 2016 due to domestic revenue shortfalls.
Previously, Uganda’s domestic debt comprised of mainly central Government debt
incurred internally through borrowing in the local currency from residents. However,
with the improvement in policies, other players such as non - residents, intermediary
financial institutions including pension funds are increasingly becoming major sources
and players in the domestic debt market. Key instruments used in this regard include
securities, overdrafts at the Central Bank of Uganda and advances from commercial
banks.

3.2.1 Domestic Debt Trends until end December 2019

Government’'s Domestic Debt at cost continues to grow at a high rate. As at 37
December 2019, debt domestic stock is seen to have risen by 21 percent from UGX
14,333 billion to UGX 17,376 billion.
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Fig 3.1: Domestic Stock trends at cost, UGX billion
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3.2.2 Domestic Debt Stock by year of Maturity

The amount of outstanding Domestic debt maturing within FY 2019/20 amounts to UG
3,258 billion and expected to increase by 31.6 percent to UGX 4,288 billionin FY2020/21.
However, the outstanding domestic debt maturing in subsequent financial years is
expected to decline as can be seen from fig. 3.2 below The reduction in outstanding
amounts maturing in the medium term is attributed to Government’s strategy of going
for long term financing as opposed to short term.

Fig 3.2: Outstanding Domestic Debt maturing by year
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3.3 New Domestic debt issued during FY 2019/20 as at 31t December 2019

As at end December 2019, the total debt issued at cost was UGX 4,389 billion, and
this was used for redemptions (62 percent) and Net Domestic Financing (NDF)
requirements (38 percent) as shown below in the table below.

Table 3.3: Overview of Domestic Financing for FY 2019/20, UGX billion

Issuance July to 31t December 2019

Redemptions 2,714
NDF 1,675
Total Issuance 4,389

Source: MoFPED

Out of the UGX 4,389 billion domestic debt issued from 1t July to 31t December 2019,
T-Bills accounted for UGX 2,567 billion (58 percent) and T-Bonds accounted for UGX
1,823 billion (42 percent) as detailed in the table below.

Table 3.4: Domestic Debt Issuance by Tenor, Jul to Dec 2019, UGX billion at cost

Tenor Issuance Percentage
91 Days 161 3.6%
182 Days 386 8.8%
364 Days 2,020 46%

T-Bills 2,567 58.5%
2 Years 332 7.6%
3 Years 282 6.4%
5 Years 397 9%
10 Years 317 7%
15 Years 494 11.3%
T-Bonds 1,823 41.5%

Total 4,389 100%

Source: MoFPED

3.4 Domestic Debt Service FY 2019/20

3.4.1 Domestic Debt Principal Payments (Redemptions)

As at 31t December 2019, UGX 2,714 billion had been cleared in redemptions. This
represents 44 percent of the projected redemption of UGX 6,174 billion for FY
2019/20. Government continues to ensure that its overall debt service position is not
overburdened by contracting long term financing as opposed to short term.
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The redemptions to be cleared by Government in the medium term are expected to
increase as shown in Fig 3.3 below

Fig 3.3: Domestic debt redemption medium term profile
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3.4.2 Domestic debt Interest Payments

As at end December 2019, Domestic debt Interest payments stood at UGX 1,377 billion.
This shows an increase of UGX 407 billion of domestic interest payments from UGX
970 billion as at end December 2018 and these are projected to increase by the end of
FY 2019/20

Fig 3.4: Trend of Domestic debt interest payments
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4.0 EXTERNAL DEBT

As at 31t December 2019, the outstanding external debt stock stood at USD 8.75 Billion
as compared to USD 7.66 Billion as at 31t December 2018. This represents a growth of
14 percent. The increase in the debt stock is attributed to the increase in disbursements
for the existing projects funded by the different Development Partners as indicated in

table 4.1 below

Table 4.1: External Debt Developments as at 31t December 2019

Year on Share of Share of
Dec-18 Dec-19|Year % Change |Debt Stock |Undisbursed |Undisbursed
Growth Dec-19 Dec-19 Debt, Dec-19
GRAND TOTAL 7.66 8.75 1.09 14% 100% 4.45 100%
BILATERAL TOTAL 2.59 3.05 0.46 18% 35% 1.67 37%
NON - PARIS CLUB 2.06 2.41 0.35 17% 28% 0.66 15%
China 1.95 2.32 0.37 19% 27% 0.63 14%
Kuwait Fund 0.04 0.04 -0.00 -10% 0% 0.01 0%
Nigeria 0.02 0.01 -0.01 -42% 0% - 0%
Saudi Arabia - Saudi Fund 0.04 0.04 -0.00 -11% 0% 0.01 0%
Iraq Fund 0.01 0.00 -0.01 -100% 0% - 0%
Tanzania - - 0% - 0%
Abu Dhabi Fund 0.00 0.00 0% 0% 0.01 0%
BILATERAL PARIS CLUB 0.54 0.63 0.09 18% 7% 1.01 23%
Austria 0.01 0.00 -0.01 -65% 0% - 0%
Exim Bank of South Korea 0.03 0.03 -0.00 -15% 0% 0.00 0%
France 0.15 0.15 -0.00 0% 2% 0.39 9%
JBIC 0.12 0.09 -0.03 -21% 1% - 0%
Germany - - 0% 0% 0.15 3%
JICA 0.19 0.21 0.02 11% 2% 0.32 7%
UKEF 0.09 0.15 0.06 67% 2% 0.15 3%
MULTILATERALS CREDITORS 4.99 5.62 0.63 13% 64% 2.70 61%
AfDB 0.06 0.11 0.05 81% 1% 0.20 5%
AfDF 1.25 1.33 0.08 6% 15% 0.48 11%
BADEA 0.05 0.06 0.01 22% 1% 0.03 1%
EIB 0.09 0.11 0.02 24% 1% 0.03 1%
IDA 3.08 343 0.35 11% 39% 1.52 34%
IDB 0.15 0.24 0.09 59% 3% 0.27 6%
NDF 0.06 0.05 -0.01 -15% 1% - 0%
OPEC FUND 0.05 0.06 0.01 13% 1% 0.05 1%
IFAD 0.23 0.24 0.01 2% 3% 0.12 3%
PRIVATE BANKS 0.09 0.08 -0.01 -9% 1% 0.08 2%
PTA 0.04 (0.00) -0.04 -100% 0% - 0%
COMMERZ BANK 0.01 0.00 -0.01 -76% 0% 0.03 1%
AKA 0.01 0.01 -0.00 -18% 0% 0.00 0%
STANDARD CHARTERED 0.05 0.07 0.02 43% 1% 0.05 1%

Source: MoFPED
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The increase in external debt stock is attributed to increment in disbursements from
both the bilateral and multilateral creditors i.e. 18 percent and 13 percent respectively.

4.1 External Debt stock by creditor category

Multilateral Creditors continue to dominate the total debt stock as compared to Bilateral
Creditors and Private Banks. Multilateral Creditors hold 64 percent of the total debt
stock followed by Bilateral creditors with 35 percent as highlighted in fig 4.1 below

Fig 4.1: Share of External Debt stock by Creditor category as at 31t December
2019
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4.2 Bilateral Creditors Composition

China dominates the bilateral composition of debt stock as at 31t December 2019 with
76 percent. This is followed by Japan International Cooperation Agency (JICA) with 7
percent and France (AFD) with 5 percent as shown in fig 4.2 below.

Fig 4.2: Bilateral creditors’ debt stock composition as at 31t December 2019
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The large debt stock from China is attributed to large financing for the energy sector
especially with generation as well as electricity supply projects.
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4.3 Multilateral Creditors Composition

The International Development Association (IDA) of the World Bank continues to
dominate the multilateral debt stock with 61 percent. This is followed by African

Development Fund (AfDF) with 24 percent. This is in line with government’s efforts to
borrow on concessional terms.

Fig 4.3: Multilateral creditors’ debt stock composition as at 31t December 2019
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4.4 Currency composition of External Debt

As at 31t December 2019, the total external debt stock is mainly denominated in Special
Drawing Rights (SDR) with approx. 43 percent followed by United States Dollars with
35 percent. The breakdown of the currency composition is shown in fig 4.4 below.

Fig 4.4: Currency composition of External Debt as at 31t December 2019
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4.5 Undisbursed Debt Stock

The stock of undisbursed debt as at 31t December 2019 stood at USD 4.45 billion
indicating a 9.9 percent increase as compared to USD 4.05 billion as at 31t December
2018. The increase in undisbursed debt stock is attributed to the following;

1. New loan agreements that have been approved by Parliament and signed but
are yet to fulfil the conditions precedent to disbursement

2. Delays in the procurement processes which tie up large sums of funds especially
for projects with large infrastructure components

3. Projects that are yet to request for disbursements as per their implementation
plans

IDA, China and AfDF hold the largest share of undisbursed stock with 34 percent, 14
percent and 11 percent respectively as shown in Table 4.1 above. The Private Banks hold
only 2 percent of the total undisbursed debt stock as at 31t December 2019.

4.6 External Debt Service

As at 31t December 2019, the total external debt service with arrears for FY 2019/20
amounted to USD 135.9T million of which USD 73.45 million (54 percent) was for principal
payments, interest paid amounted to USD 56.74 million (41.7 percent), and payments
towards commissions amounted to USD 5.71 million (4.2 percent) as illustrated in the

table 4.2 below;

Table 4.2: Total debt service for FY 2019/20 as at 31t December 2019 (USD)

PRINCIPAL| INTEREST|COMMISSIO [ TOTAL DEBT

PAID PAID NS PAID SERVICE

01.07.2019 01.07.2019 01.07.2019 WITH

31.12.2019 31.12.2019 31.12.2019 ARREARS

01.07.2019

31.12.2019
GRAND TOTAL 73,452,708.57 | 56,738,965.20 5,714,484.25 | 135,906,158.02
BILATERAL 34,743,825.29 | 35,241,908.37 2,869,310.95 72,855,044.61
AFD 3,948,812.71 480,479.82 1,067,626.27 5,496,918.81
EXIM BANK OF CHINA 19,724364.15 | 32,014,296.37 | 1,666,122.55 |  53,404,783.07
EXIM BANK S KOREA 132,209.42 15,367.70 546.08 148,123.19
JBIC 8,748257.21 |  1,602,221.41 - 10,350,478.61
JICA 378,502.22 10,226.94 10,706.42 399,435.58
KEFW - - 124,309.63 124,309.63
KUWAIT FUND 1,140,967.16 297,767.66 - 1,438,734.81
MIN FOR AFF AUSTRIA 542.756.79 37,803.47 - 580,560.26
SAUDI ARABIA FUND 127,955.64 212,288.43 - 340,244.07
UKEF - 571,456.58 - 571,456.58
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OTHER FINANCIAL

INSTITUTION 4,116,537.88 827,619.91 | 1,727,746.98 |  6,671,904.78
AKA - 79,207.90 178,371.78 257,579.68
COMMERZBANK - 21,451.64 18,479.86 39,931.49
STANDARD CHARTERED 4,116,537.88 726,960.38 | 1,530,895.35 6,374,393.61
MULTILATERAL 34,592,345.40 | 20,669,436.92 | 1,117,426.31 | 56,379,208.63
ADB 300,648.55 | 1,171,988.91 45.750.74 1,518,388.20
ADF 394423497 | 4855877.22 | 1,071,675.57 9,871,787.76
BADEA 583,000.00 330,377.79 _ 913,377.79
EIB 1,063,100.01 758,430.16 - 1,821,530.17
DA 19,372,160.47 | 11,965,755.08 ] 31,337,915.55
DB 3.317,166.37 - - 3.317,166.37
IFAD 3,413,649.86 923,985.86 ] 4,337,635.72
NDF 1,005,835.18 194,099.36 - 1,199,934.53
OPEC FUND 1,592,550.00 468,922.54 - 2,061,472.54

Source: MoFPED

From table 4.2 above, USD 72.86 million (54 percent) of the total debt service with
arrears was paid out to Bilateral creditors, followed by USD 56. 38 million (41 percent)
to Multilateral Creditors and USD 6.67 million (5 percent) to private banks or other
commercial institutions.

China and IDA took the largest share of the total debt service during the first half of
the financial year under review with 39 percent and 23 percent respectively.
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5.0 NEW EXTERNAL FINANCING

Section 36 and 44 of the Public Finance Management Act, 2015 (as amended) mandates
the Minister responsible for Finance, Planning and Economic Development to raise
loans and grants for various purposes i.e. to finance the national budget, manage
foreign policy, obtain foreign currency, on-lend to approved institutions among others.

Inthe FY 2019/20, Government mobilized USD 1,587.55 million out of which USD 1,474.68
million were in the form of loans and USD 112.87 million were grants. Compared to the
FY 2018/19, there was a slight decrease of USD 95.95 million in external financing
mobilized during FY 2019/20. This is mainly attributed to the 61 percent reduction in
grants received in FY 2019/20 as compared to FY 2018/19.

5.1 Trends in New External Financing

There has been a gradual increase in external resources mobilized over the last four
years as can be seen from figure 5.1 below.

Fig 5.1: Trends in New External Resources from FY 2013/14 to FY 2019/20

3,000.00
2,500.00
2,000.00

1,500.00

1,000.00
- I I I
_ . m BB -

FY 2014/15 FY 2015/16 FY 2016/17 FY 2017/18 FY 2018/19 FY 2019/20*
M Loans 2,714.90 1,289.00 613.20 962.80 1,392.75 1,474.68
M Grants 377.40 215.80 355.25 611.59 290.75 112.87

USD Millions

The increase in loans financing as shown above is partly attributed to the need by
Government to heavily invest in infrastructure to spur industrialization, promote trade
as well as develop water infrastructure to provide better services to the country in line
with the Second National Development Plan and Uganda Vision 2040.
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5.2 New Loans approved by Parliament in FY 2019/20

Article 159(1) of the 1995 Constitution of the Republic of Uganda grants Government
the power to borrow from any source while Section 36(5) of the Public Finance
Management Act, 2015 (as amended), provides that with the exception of loans
raised for the management of monetary policy, or a loan raised through the issuance
of securities, the terms and conditions of all loans raised by the Minister shall be laid
before Parliament and shall not be enforceable unless it is approved by a resolution of
Parliament.

In line with the above provisions, Parliament approved the following loans in the FY
2019/20 as at 31t March 2020

Table 5.1: Loans approved by Parliament as at 31t March 2020

Creditor Project Name Sector U§D e Sl
equivalent | Approval Date

IDB Technical and Vocational Education and 45.00 [15-Aug-2019
Education Project (TVET) Sports

UKEF Development of Solar powered Water and 114.00 [ 17-Sep-2019
water supply system project Environment

China Development of Oil Roads - Lots 1, | Works and 456.37 | 27-Nov-2019
2&3 Transport

Spain Airborne Geophysical Survey and Energy and 23.28 [ 30-Jan-2020
Geological Mapping of Karamoja Mineral

Development

China Development of Industrial parks Energy and 178.28 [ 30-Jan-2020
(Power supply to Industrial Parks Mineral
and Power Transmission line Development
extension)

Stanbic | Financing budget deficit for FY Accountability 328.88 | 11-Feb-2020

Bank 2019/20

TDB Financing budget deficit for FY Accountability 328.88 | 11-Feb-2020
2019/20

TOTAL 1,474.68

Source: MoFPED

The new loans approved will majorly support the energy sector to develop Industrial
Parks, construct power supply and power transmission line extension infrastructure,
carry out an Airborne Geophysical Survey and Geological Mapping of Karamoja
region to promote the mining sector. Parliament also approved a Euro 600 million
loan equivalent to USD 657.8 million from TDB and Stanbic Bank to finance the
budget deficit for FY 2019/20.

52.1 New Loans approved by Creditor as at 31t March 2020

In the FY 2019/20, China was the dominant Creditor to Government, contributing 43
percent of loan resources mobilized followed by Eastern and Southern Africa Trade
and Development Bank (TDB) and Stanbic Bank contributing with 22 percent each.
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Fig 5.2: Loans approved by Parliament as at 31t March 2020 split by Creditor
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5.2.2 New Loans approved by Sector as at 31t March 2020

In the FY 2019/20, the Accountability Sector received 44 percent of loans mobilized,
the highest percentage of total loans mobilized. This is attributed to USD 659.76 million
mobilized from TDB and Stanbic Bank to finance the budget deficit for the FY 2019/20.

Fig 5.3: Loans approved by Parliament as at 31t March 2020 split by Sector
e ™

Works and

Transport Accountability

31% 44%

Energy and
Mineral Dev’t
14%

Water and
Environment
8%

ducation and
Sports
3%

5.2.3 New loans approved by Parliament after publication of the FY
2018/19 Report

This report is required by the PFM Act (2015) to be tabled before Parliament by 31t
March each year and therefore loans approved in the last quarter of the financial year
after the publication of FY 2018/19 report are reported in this section.

Parliament approved two loans in the last quarter of FY 2018/19, one from the
International Development Association (IDA) of the World Bank Group and from KfW,
German Development Bank as shown in table 5.2 below.
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Table 5.2: Loans approved after production of the FY 2018/19 Report of March 2019

Amount Parliament
Creditor | Project Name Sector (USD M Approval
equivalent) | date
IDA Uganda Intergovernmental Fiscal | Education 4-Apr-2019
200.00
Transfers Program and Health
Energy and
KfW Gulu-Agago Transmission Line Mineral 4515 4-Apr-2019
Development
TOTAL 245.15
Source: MoFPED

5.2.4 Loans in pipeline

Table below provides a list of loans in pipeline that are prioritized for financing by
government and are under various stages of preparation and approval.

Table 5.3: List of Loans in Pipeline

No Creditor

Project Name

Sector

Project
Amount in
Million

Status

Received Cabinet number
on 25" February 2020.
IFAD USD 99.56 Awaiting certificate of
National Oil Seeds Aariculture financial implication and
Project 9 OPM loans clearance
committee letter and
OFID USh 30.0 thereafter submission to
Cabinet for approval.
AfDB/ Kampala USD 219.40 Approved by the loan
) clearance committee on 20%"
City Roads Works and
o February 2019.
RISl liEie TIEmET 2 Awaiting approval to cabinet
AfDF Project (KCRRP). USD 55.60 g app
for approval.
gi:a'oerﬁa/ﬁs@ro_ Worke and Submitted to Cabinet for
AfDF yony USD 594 comments and grant of a
Mgahinga Road Transport .
; ; Cabinet No.
Upgrading Project.
EUR 330 . . .
- . Received financing proposal
million with o
Corporate Uganda Railwavs EUR 24.56 from Spainish Government
International- 9 : Y Works and - i and other Europen ECA.
S Corporation million for ) .
isation Fund . - Transport A cabinet paper will be
. Capacity Building. phase 1to be .
of Spain rovided b presented to Cabinet before
FS)pain Y |end of FY 2019/20
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Project
[\ [e) Creditor Project Name Sector Amount in Status
Million
Construction of 132 Loan Negotiated on 7th
o February, 2020.
KV transmission Energy and Awaiting clearance of the
KFW line between Mbale | Mineral EUR 40 9 .
OPM Loan Committee and
and Kapterol Development o
(“Project”) thereafter submission to
) Cabinet for consideration.
Financing of Received Cabinet number..
Oncology centres Awaiting certificate of
Austria Erste (the Uganda financial implications and
Bank Cancer Institute, Health EUR 7.5 OPM loan clearance letter
Kampala & the and thereafter submission to
Regional Referral Cabinet
hospital, Gulu
Karamoja
Italy Infrastructure Health EUR 10.0 In Pa.rllamelnt for
Development consideration
Project Phase |l
Supply and
Installation of Solar
Powered Water
: : Pumping Systems : L
an;jr:i S for Providing Clean \é\:}a\/tifgr?;oelm UsD 30.0 Sef?(r)ev;abmet SEIEINg
and Safe Water to PP
the Sub-Saharan
Rural Areas in
Uganda
AfDB USD 229.47 .
. In Parliament for
Construction of Works and consideration
AFD Kampala - Jinja EUR 90.00 :
Transport
Expressway (KJE) EUR 90.00
EU '
(Grant)
. Development of Work and In Parliament for
il (LB Oil Roads - Lots 5 | Transport UISD TI=o consideration.
Construction
and Equipping of
Veehntes] Instiguze Education Before Cabinet awaitin
Saudi Fund for vocational and Soorts UsD 16.10 200roval 9
Education and P PP
Training project -
Phase Il
Competitiveness
and Enterprise
World Bank Deyelopment Land_s and USD 100 Befo_re Parhament for
Project - Tourism consideration and approval
Additional
Financing

e
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Project
No Creditor Project Name Sector Amount in Status
Million
World Bank Irrllgat|on fo'rl Wat'er and USD 169 3 Before Cabinet Awaiting
Climate Resilience | Environment approval
Secondary USD 150 Awaiting official submission
World Bank Education Education Loan: 90 from the sector to facilitate
Expansion Project Grant: 60 the cabinet submission
. : "
World Bank Forest Resilience Wat'er and USD 150 Negotiated on 18" March
Project Environment 2020

Source: MoFPED

5.2.5 Creditor Terms

In line with the mandate of the Ministry to mobilise external financing to finance
the priority projects, the Ministry negotiated and procured various loans during the
FY2019/20 on the respective terms presented in Table 5.4 below.

Table 5.4: Creditor Terms for loans approved by Parliament by 31t March 2020

TERMS
Donor Maturity | Grace Commitment | Management
Period Period LZ:i?i:t::;‘:/ e Charges Charges Premium
(Years) (Years) 9 (p.a.) (upfront)
IDB 25 7 1.50%
IDB (ISFD) 30 10 0.75%
IDB (Instalment 17 3 450%
sale)
UKEF 13 3 Euribor+11% 0.36% 13.13%
China 15 5 USDL?BQSZEQ/S 0.50% 0.50% |  8.60%
(0)
. 6 months
China (ICBC) 15 3 Euribor+2 6% 0.50% 1.00% 8.60%
10 1.3 CIRR+2.61% 0.20% 0.25%
Spain
50 15 0.055% 0.10% 0.10%
Stanbic Bank 7 2 Euribor+4.45% 1.75%
TDB 7 2 Euribor+4.45% 0.50% 1.75%

Source: MoFPED
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5.3 New Grants signed in FY 2019/20 as at 31t March 2020

In the Financial Year 2019/20, a total of USD 112.87 million was recorded in government
systems as grant disbursements from Development Partners. The highest grant was
received from European Union (EU) worth an equivalent of 46.21 million to support
Fiscal decentralization followed by Japan International Cooperation Agency (JICA)
worth an equivalent of USD 24 million to improve the Traffic Control in Kampala City.

There is a registered decrease of grants received from last Financial Year from a total
of USD 290.75 million in FY 2018/19 to USD 112.87 million in FY 2019/20. Table 5.5
below shows grants concluded in this financial year as at 31°Ft March 2020.

Table 5.5: New Grants signed as of 315t March 2020

# Donor Agreement Title LT Sector
date

: JICA PrOJect for |ml|orovement of Traffic Control 16-AUg-19 Works and 2400
in Kampala City Transport
UEGCL Support towards Hydropower ) )

2 NerEy Operations & Maintenance Excellence ZROEER EnErely 520
Strengthening Public Investment . ) .

3 IDA Managernent (PIM) in Uganda 29-Oct-19 | Accountability | 0.71

4 DA Enhancmg Domest|c Revenue Mobilization 30-Oct-19 | Accountability | 0.33
for improved Fiscal Outcome

5 IDA Supyport to Public Private Partnership (PPP) | 30-Oct-19 | Accountability | 0.91

6 Denmark Resource Enhancement and Accountability 17-Dec-19 Aecountsiiling | 522
Programme

v IDA Strengthening Financing of Public 24-Jan-20 | Accountability | 0.21
Investment
Strengthening Financing of Public : _ s

& D2 Investment- Centre of Excellence for PIM 2inlen20 | AeeeLniabllity | OF

9 KEW Promotion of Drought Resilience and Food 13-Feb-20 | Agriculture 5200

Security in the Karamoja region

Enhanced Productivity Accountability
10 IDA & Knowledge systems for Improved PI 28-Feb-20 | Accountability | 0.63
outcomes in Education and Health

Support to National Planning Capacity
1 IDA Building & Greater Kampala Metropolitan 28-Feb-20 | Accountability |1.64
Area Economic Development Project

Readying Uganda for Actualisation of
Shared Infrastructure Corridors and Physical

z IDA Development Plans Operationalisation Cverzo Lames Ol
project
13 EU Fiscal Decentralisation and Service Delivery | 9-Mar-20 Accountability | 46.21
TOTAL 112.87

Source: MoFPED

i22‘ Report on Public Debt, Guarantees, Other Financial Liabilities

y N and Grants for FY 2019/20 and MTDS 2020/21 - 2023/24




Ministry Of Finance, Planning and Economic Development

5.3.1 New Grants signed in FY 2019/20

As earlier highlighted, EU has been this year’s largest contributor to the Grant amounts
received, followed by JICA, KfW, Norway, IDA and Denmark as shown in fig 5.4 below

Fig 5.4: Grants signed by Development Partner as at 31t March 2020
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Denmark KFW
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5.3.2 New grants concluded by sector

The Accountability sector received the highest amounts of grants this financial year
totalling to USD 56.67 million from EU, IDA and Denmark representing 50 percent of
the grants received as at 315t March 2020. This is followed by support to the Works and
Transport sector as evidenced in Fig 5.5 below.

Fig 5.5: Grants signed by sector as at 31t March 2020

/ Lands A
Works and
. Transport
Agriculture . 21%
20%
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50%
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53.3 MDAs authorised to receive grants on behalf of government

The Public Finance Management Act 2015, in Section 44 authorizes only the Minister
responsible for Finance to receive grants on behalf of the Government of Uganda.
However, the same Article allows the Minister responsible for Finance to provide
exceptions to subsection (1) and (2). The details are included in the annexes.
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Table 5.6: MDAs authorised to receive grants as at 31t March 2020

Institution/MDA AE:; t?::lgzb No. of projects
Equal Opportunities Commission 55,822.50 1
KCCA 4,800,836.24 3
MAAIF 939,200.00 1
Mbale Hospital 113,644.05 1
MOTWA 135,000.00 1
MUST 4,222,790.40 16
NARO 3,997,327.25 8
National Institute of Allergy and Infection Disease 19,062.00 1
Uganda Cancer Institute 882,259.74 8
Wakiso District Local Government 4,860,441.63 1
Grand Total 20,026,383.81 41

Source: MoFPED
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6.0 GUARANTEES, CONTINGENT LIABILITIES

AND OTHER FINANCIAL LIABILITIESG

6.1 GoU Loan Guarantees as at 31t December 2019

In total, there are 8 active loan guarantees. Two new guarantees were issued by GoU in
the financial year 2019/20. This was for a loan from African Development Bank (AfDB),
equivalent to USD 15 million, and Exim Bank of India, equivalent to USD 5 million, to
support Uganda Development Bank Limited (UDBL) operations.

Islamic Development Bank (IDB) is the top guaranteed creditor, followed by Arab Bank
for Economic Development in Africa (BADEA). Islamic University of Uganda (IUIU)
and UDBL were the biggest guarantee beneficiaries as shown in Table 6.1 below.

Table 6.1: GoU loan guarantees as at 31t December 2019

Exposure: Exposure:
Guaranteed DOD as P i
. . . . Year of DOD as at
Creditor Project Beneficiary | .. Amount at 31¢ .
Signature 31t Dec 2019
(USD) Dec 2018 (USD)
(USD)
IDB Student hostel project | IUIU 2004 4,302,676 2,328,135 2127064
Student hostel
IDB project- additional Uy 2010 983,888 727676 688,517
financing
To finance import
BADEA | transactions from
(Trade Arab countries to UDBL 2017 | 10,000,000 | 8,076,000 10,000,000
Finance) | UDBL’s eligible clients
in Uganda
BADEA | Private sector projects
(Private | and trade transactions | ;5 2017| 6,000000| 5782000| 6000000
Sector in the Republic of
Dev’t) Uganda
Private sector projects
IDB el Eracle EENSEEHons |\ mey 2017 | 10,000,000 | 3,000,000 450,000
in the republic of
Uganda
Construct a faculty
of engineering,
IDB upgrade the library iy 2018 | 13,790,000 - 100,000
and purchase ICT
equipment.
24154 To finance import of
Bank of PO UDBL 2019 | 5,000,000 - -
India goods and services.
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Exposure: Exposure:
Guaranteed DOD as p .
. . . . Year of DOD as at
Creditor Project Beneficiary | .. Amount at 31¢
Signature 31t Dec 2019
(USD) Dec 2018 (USD)
(USD)
On-lending exclusively
AfpB | O eligible projects UDBL 2019 | 15,000,000 .| 7430095
in various sectors in
Uganda
Total 65,076,564 | 19,913,811 26,795,676

Source: MoFPED

The two guarantees issued this FY 2019/20 brings the total amount guaranteed to USD
65.08 million from USD 50.08 million in FY 2018/19. The disbursed and outstanding
guaranteed debt as at 31t December 2019 amounted to USD 26.8 million, indicating
a 34.6 percentage increase compared to USD 19.9 million as at 31* December 2018.
This increase is mainly attributed to the disbursements of AfDB, BADEA and IDB
guarantees to UDBL.

6.1.1 Called Guarantees and cancelled guarantees

No guarantee has been called or cancelled in financial year 2019/20.

6.1.2 Guarantees in pipeline

In the quest to capitalise UDBL, government has lined up five guarantees amounting
USD 85.8 million as detailed in the table below.

Table 6.2: Status of guarantees in pipeline

PROPOSED
CREDITOR PROJECT BENEFICIARY | GUARANTEED AMOUNT STATUS
OF LOAN (USD)
KED Program of UDBL 19.800.000 Awaiting Cabinet
Operations. approval
£ Line of credit to UDBL 16,000,000 Awaiting Cabinet
UDBL approval
International
Is‘Iamlc Trade | Line of credit to UDBL 10.000.000 Awaiting Cabinet
Finance UDBL approval
Corporation
OFID Line of credit to UDBL 20.000.000 Awaiting Cabinet
UDBL approval
BADEA Line of credit to UDBL 20.000.000 Awaiting Cabinet
UDBL approval
TOTAL 85,800,000

Source: MoFPED
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6.2 Implicit Contingent Liabilities as at 30th June 2019

Implicit contingent liabilities are obligations or burdens, although not legally binding,
are likely to be borne by the government because of either public expectations or
political pressures while explicit contingent liabilities are legal obligations for the
government to make payments only if particular events occur. The section has a lag of
year because the data and analysis done is based on the externally audited accounts
for the respective institutions of the previous fiscal year.

6.2.1 Non-Guaranteed Debt and other liabilities of State-Owned Enterprises
(SoEs) and Extra Budgetary Units (EBUs)

The reporting under this section is based on the most recent Audited Accounts of the
respective SOEs and Local governments. This presents a time lag of one Fiscal Year.

i. Disbursed and Outstanding debt of SOEs and EBUs

As at June 2019, the stock of Debt (Direct domestic and External, plus on-lent) of
public Corporations/ state owned enterprises (SOEs) and Extra Budgetary Units
(EBUs) amounted to UGX 9,101 Billion (USD 2.49 Billion), which is a 13.7% increase from
UGX 8,009 Billion as at end June 2018. The increase was attributed to;

a) Anincrease in domestic borrowing from UGX 1,635.4 Billion to UGX 2,146.9 Billion,

b) Increased disbursement of on-lent loans from UGX 6,255.8 Billion to UGX 6,825.9,
and

c) External borrowing from UGX 98 Billion to 109 Billion.

GoU on-lending constituted 75 percent of the total debt stock, followed by domestic
borrowing (including lease and overdraft) which constituted 23.8 percent while external
borrowing only constituted 1.2 percent. The total debt to asset ratio increased from
20.3 percent to 26.7 percent, this could be attributed to an increase in the debt stock
with a reduction in total assets. Annexed to this report is a list of SoEs and EBUs used
for this analysis.

Table 6.3: Non-Guaranteed Debt and Other Liabilities of SOEs and EBUs

Financial Years

All in UGX Millions

June 2018 June 2019
Domestic Borrowing 1,635,444 2,146,89
External Borrowing 99,850 108,974
(C))\fgre(;rglfetz)t (including, lease contracts and 18,574 19195
GoU On-Lent 6,255,813 6,825,944
Total outstanding debt including GoU on-lent loans 8,009,681 9,101,004
Total debt excluding GoU on-lent loans 1,753,868 2,275,061
Debt ratio (Total debt/total assets) 20.26% 26.69%
Liabilities from grants and GoU contributions 2,496,609 2187877

Source: MoFPED
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ii. Stock of GoU on-lent loans

The stock of on-lent loans increased by 9.1 percent from UGX 6,255.8 Billion as at end
June 2018 to UGX 6,825.9 Billion as at end June 2019. This increase was mainly due to
disbursement of existing loan to Uganda Electricity Generation Company (UEGCL) and
Uganda Electricity Transmission Company Ltd (UETCL). The on-lent loans provided to
UEGCL and UGTCL constitute 99 percent of the total on-lent stock. This financing was
provided to aid the development of the priority energy generation and transmission
projects.

iii. Grants & GoU contributions

The liabilities of public entities from subsidies, grants and GoU contributions amounted
to UGX 2,187.8 Billion as at end June 2019, a 12.7 percent decrease from UGX 2,506.5
Billion as at end June 2018. The dependency of the public entities on these central
government financial sources increased from 16 percent as at end June 2018 to
24 percent as at end June 2019. While also the percentage of loss-making entities
increased from 31 percent to 36 percent.

Fig 6.1: Distribution of debt and other liabilities of SOEs & EBUs

Debt and other liabilities of public entities
(in UGKX trillion)
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iv.  Distribution by sector of public entities

The energy and financial sector accounted for most of the debt of SOEs and EBUs as
at end June 2019. The energy sector constituted the largest portion of outstanding
debt amounting to 75 percent attributed to GoU on-lending, followed by the financial
sector with 25 percent.
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Fig 6.2: Share of outstanding debt per sector as at June 2018 and June 2019
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6.3 Contingent liabilities from Legal proceedings

As at 30 June 2019, the stock of outstanding quantifiable legal proceedings was UGX
9,460 billion comprising 92% of all contingent liabilities disclosed in the government’s
financial statements. The gross exposure from legal claims increased by 16% percent
from 8,161 billion as at June 2018 to 8,587 billion as at 30 June 2019. It is understood
that key drivers of these claims include civil suits cases, contractual disputes, human
rights cases, employment/ labor disputes.

6.4 Contingent liabilities from public private partnerships

As at end December 2019, none of the PPP projects entered into after the enactment
of the PPP Act 2015 had yet reached commercial or financial close. Therefore, GoU is
not exposed to any fiscal commitments and contingent liabilities from these projects.
However, it should be noted that the GoU has entered into other PPP projects before the
enactment of the PPP Act 2015, including the Bujagali Hydropower Generation project,
Eskom Generation Concession, Umeme Power Distribution Concession, Kalangala
Infrastructure Services, Kampala Serena Hotel, Kilembe Copper Mine Concession.
These projects continue to be implemented and monitored via the legal regime under
which they were originally undertaken.

The detailed progress on the PPP projects under the PPP Act 2015 as at end December
2019 is presented below:

i. Kampala- Jinja Express Way Toll Project

The Kampala Jinja Expressway (KJE) project entails the construction of a greenfield
limited access tolled expressway between Kampala and Jinja to relieve the current
congestion on the existing Kampala Jinja highway to cater for future growth. The
project will comprise a 77km mainline (the “Kampala Jinja Mainline”) and an 18km
bypass to the south of Kampala city (the “Kampala southern bypass”).

A request for qualification was completed in September 2018 and four consortia were
pre-qualified. The financing for the project was cleared by Cabinet and has been
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submitted to Parliament for approval.

ii. Mulago Car Parking Project

The Mulago National Referral Car Parking project aims at developing a modern car
parking facility for Mulago Hospital at an estimated cost of USD 19.2 million. Mulago
Hospital is currently in the process of procuring the services of a transaction advisor
to support management in carrying out a feasibility study report as well as procuring a
private party to implement the project. Preliminary economic cost benefit analysis was
completed. The project has stalled due to lack of funds to carry out a feasibility study.

ili. Kampala Waste Management Project

Waste management in and around Kampala City continues to be a challenge. At the
moment, Kampala Capital City Authority (KCCA) runs the collection and disposal of
waste in the city. KCCA has acquired 135 acres of land located in Dundu in the Mukono
District to undertake a project seeking to establish an integrated waste disposal,
treatment, materials and resource recovery facility to optimize waste management.
The estimated cost of the project is USD 64.3 million and a feasibility study for the
project is ongoing.

iv. Redevelopment of Uganda National Cultural Centre (UNCC) Properties

The project comprises of the redevelopment of UNCC'’s prime property, located at the
National Theatre and Nommo Gallery. The property has to be developed into an ultra-
modern cultural centre with three theatres, resource centre, crafts centre, recreation
centre, art gallery, office space and a 5-star hotel. The estimated project cost is USD
174.3 million. The preliminary economic cost benefit analysis has been completed. The
procurement of the Transaction advisor is ongoing.

v. Redevelopment of National Council of Sports (NCS) Complex

The Project comprises of the redevelopment of the existing sports facilities and
construction of new sports facilities, a health club, shopping centres, restaurants, etc
on NCS land located at Plot 2-10 Coronation Avenue of eight (8) acres. The estimated
project cost is USD 19 million. NCS is currently in the process of procuring the services
of a transaction advisor to support management in carrying out a detailed feasibility
study report and procurement of a private party to implement the project.

vi. Redevelopment of Uganda Post Limited Properties

The project involves the redevelopment of the existing properties of Uganda Post
Limited at a projected cost of USD 400 million. A feasibility study for the project is
currently ongoing.

vii.Information Technology (IT) Park
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NITA-U is planning to develop an ICT & Business Process outsourcing park on 16.38
acres locatedin Lunyo, Entebbe. The feasibility study for the project is being undertaken

6.5 Domestic arrears as at June 2019

Domestic arrears refers to overdue payments on financial obligations. Government
has over the years put in place various measures to address the domestic arrears

problem. These among others include;

Vi.
Vii.

viii.

Establishment of a separate budget as part of the annual appropriation, dedicated

to the settlement of domestic arrears

Introduction of the commitment control system (CCS)

Introduction of the pre-payment system for utilities

Introduction of the integrated financial management system (IFMIS)

Formulation of a comprehensive domestic arrear’s strategy

Strengthening of the legal framework under the PFMA Act 2015, and

Cleaning up and decentralization of salary, pension and gratuity

Verification Exercise by Ernest and Young to ascertain the validity of the stock

being reported by the MDASs.

Despite government efforts to undertake the above measures to address the problem
of domestic arrears, some MDAs have continued to accumulate domestic arrears.
During the Audit by Office of the Auditor General on the Consolidated Financial
Statements for Financial Year 2018/19 it revealed that the total stock of domestic

arrears stands at UGX 3,626,57 billion as shown in the table below;

Table 6.5: Domestic arrears stock verified as at 30t June 2019

Expenditure Category Amount % Share
Utilities 65,524,302,954 2%
Rent 213,022,511,385 6%
Contributions to Int Organizations 166,518,757,432 4%
Court awards and Compensations 982,931,776,996 27%
Taxes and Other deductions 27,383,821,949 1%
Goods & Services 870,937,554,108 24%
Pension 291,867,515,128 8%
Other Recurrent & Development 1,008,381,243,171 28%
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Total 3,626,567,483,123 100%

Source: Audited Consolidated Financial Statements for FY 2018/19

Graphically, the valid arrears by category as at 30™ June 2019 are shown in fig 6.3
below.

Fig 6.3: Share of valid arrears by category as at 30* June 2019.
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7.0 PUBLIC DEBT SUSTAINABILITY

Government under takes Debt Sustainability Analysis (DSA) on an annual basis to
assess the Country’s level of indebtedness (Solvency) and its ability to service its debt,
now and in the future (Liguidity) based on the performance of the economy. The
exercise aims to assess the Country’s ability to service its debt in both the medium and
long-term. The exercise also assesses the vulnerability of the current debt portfolio
to external risks to establish the likelihood of debt distress. The exercise covers the
public and publically guaranteed debt. The analysis uses a consistent macroeconomic
framework to assess Uganda’s current and future debt levels, as well as the country’s
ability to meet its debt obligations and any risks and vulnerabilities that might arise
therefrom.

The analysis was conducted using the rebased GDP series. The recent rebasing
exercise revealed that the economy was 18.3 percent bigger than earlier estimated.
GDP figures were rebased with FY 2016/17 as the new base year resulting into an
upward revision of GDP for both FY 2017/18 and FY 2018/19. The re-estimation of GDP
consequently resulted into a downward revision of the debt ratios compared to those
in earlier publications.

7.1 Public Debt Sustainability Stance as end June 2019

Public debt ratios shows that despite the relatively high rate of debt accumulation in
the medium term, Uganda’s public debt will remain sustainable over both the medium
and long term. Nominal public sector debt is projected to increase from 36.1 percent
of GDP in FY 2018/19 to a peak at 49.5 percent of GDP in FY 2023/24.

Table 7.1: Summary of Public Debt Sustainability Assessment

Financial Year PDMF 2018 | 1,15 | 18/19 | 19/20 | 20/21 | 21/22 | 22/23 | 23/24 | 24/25
Threshold

Nominal debt to GDP 348 |361 |409 |439 |455 |481 |495 |494

PV of Debt to GDP | 50 258 (273 |21 |335 |351 |373 |386 |388

LIQUIDITY RATIOS

Total Debt service to  Sg8 212|224 |220 |248 |254 |265 |24.9 |241

Domestic Revenue?

Source: MoFPED

The Present Value (PV) of public sector debt to GDP is projected to increase from
27.3 percent in FY 2018/19 to a peak of 38.8 percent in FY 2024/25. This is below the
threshold of 50 percent contained in the Charter for Fiscal Responsibility, the Public
Debt Management Framework 2018 (PDMF) and the East Africa Monetary Union
(EAMU) Protocol.
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The increase in public debt over the medium term is consistent with Government’s
commitment to enhance the productive capacity of the economy by closing the
large infrastructure gap, with particular focus on the energy and transport sectors. A
significant proportion of the infrastructure projects will be financed using loans from
external development partners, on both concessional and non-concessional terms.
The projected increase in debt accumulation highlights the need for Government to
exercise caution when taking on new debt while prioritizing concessional financing
over non-concessional resources.

The solvency indicators determine the country’s ability to pay debt obligations in the
future. From table above, total debt service to revenue indicator is still below the PDMF
threshold however it is on an increasing trajectory over the medium term. Any shock to
revenue may result into difficulty for government to meet its obligations.

7.2 External Debt Sustainability Stance as end June 2019

Public and Publically Guaranteed (PPG) external debt burden indicators remain below
their indicative thresholds over the medium term. However, there is a breach of the
PV of the external debt to exports ratio in both the historical and most extreme shock
scenarios. Debt service indicators are projected to remain comfortably below their
indicative thresholds, reflecting low risk of liquidity despite the rapid accumulation of
debt. This is because concessional debt continues to form a large share of Uganda’s
external debt with longer grace and maturity periods. Table 7.2 below shows the
external debt indicators.

Table 7.2: Summary of External Debt Sustainability Assessment

PDMF 2018

Thresholds | 17/18 |18/19 |19/20 |20/21 | 21/22 | 22/23 | 23/24 | 24/25
SOLVENCY RATIOS
Z\[/)ngXtema' Debt to 30 138 | 154 | 177 | 197 | 205 | 220 | 230 | 230
PV of External Debt to 150 846 | 89.8 | 1196 | 1342 | 1473 | 1588 | 1711 | 1547
Exports
LIQUIDITY RATIOS
External Debt Service o5 6.7 78 6.2 73 85 9.0 97 9.3
to Exports
External Debt Service 35 91 | 103 | 66 | 76 | 81 | 83 | 84 | 83
to Revenue

Source: MoFPED

The PV of External PPG debt to GDP is projected to increase from 15.4 percent in FY
2018/19 to 17.7 percent in FY 2019/20. This ratio will continue to increase throughout
the medium term, peaking at 23.0 percent in FY 2023/24 and FY 2024/25. In nominal
terms, the external debt to GDP ratio is projected to increase from 24.0 percent in
FY 2018/19 to 27.8 percent the following year and peak at 34.1 percent in FY 2023/24
before gradually declining thereafter.

e
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The PV of external PPG debt to exports of goods and services is projected to remain
below its indicative threshold of 150 up to FY 2021/22 and thereafter it breaches the
PDMF threshold under the baseline case.

The external debt liquidity ratios remain below their respective thresholds throughout
the projection period indicating low liquidity risk. This means that the country will be
in position to meet its debt obligations when they fall due. However, the ratios increase
during the medium term, indicating a higher debt service burden brought about by the
increased rate of borrowing, particularly on non-concessional terms.

The increase in the ratio of external debt service to revenue in the medium term means
that external debt service is growing faster than revenue and that consequently debt
service will continuously take up an increasing share of revenue at the expense of
allocations to the other sectors in the economy that enhance economic growth and
poverty alleviation. This underscores the need to limit borrowing on commercial terms.

7.3 Domestic debt sustainability stance as at June 2019

Analysis of domestic debt reveals vulnerabilities relating to domestic interest costs
as well as a possibility of crowding out the private sector. The indicator of domestic
interest cost to government expenditure measures the extent to which budgetary
resources are allocated to domestic debt service. The results are indicated in table 7.3
below.

Table 7.3: Summary of Domestic Debt Sustainability Assessment

PDMF 2018

Thresholds 17/18 [18/19 |19/20 |20/21 | 21/22 |22/23 | 23/24 | 24/25

Domestic Interest/
Domestic revenue 12.5 13.3 12.1 15.2 14.3 13.9 12.4 M1 10.3
(excluding grants)

Domestic Interest/
Government 10 10.5 10.7 9.7 8.5 10.2 9.4 89 8.7
expenditure

Source: MoFPED

As per the table above, the domestic debt interest payments are putting an increasing
burden on the budget i.e. 10.7 percent of total expenditure in FY 2018/19 which is
above the PDMF 2018 benchmark of 10 percent, and thereby depriving resources from
sectors that have a direct impact on welfare.

Domestic interest/domestic revenue (excluding grants) ratio from FY 2019/20 to FY
2021/22 is also in breach of the PDMF threshold of 12.5 percent. This puts a burden on
government to service its debt. Moving forward, this threshold needs to be observed.
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8.0 TECHNICAL ASSISTANCE

Technical Assistance (TA) is the provision of know-how in the form of personnel,
training, research and associated costs. It encompasses donor-financed activities that
leverage the level of knowledge, skills, technical know-how or productive aptitudes of
people in developing countries; and services such as consultancies, technical support
or the provision of know-how that contribute to the execution of a project. Government
of Uganda developed a Technical Assistance policy in 1993 to guide the use, reporting
and effectiveness of TA.

TA to Uganda has in general been in three forms:
i Short term technical assistance for adhoc technical matters (less than 6 months);

ii. Long term TA for policy advice or capacity building support, often experts based
in ministries and agencies, financed through programmes or provided in-kind by
a technical cooperation;

iii. Long-term technical assistance linked to externally financed projects, often in
the form of project implementation support units.

The Aid Management Platform (AMP), a web-based tool used to track ODA, has the
provision to capture this information. However, responses from DPs on the usage of
AMP has been low and therefore MoFPED has to rely on other sources to report on
how much TA has been received. This also explains the lag in one year of reporting as
shown in the fig8.1 below.

Fig 8.1: Gross disbursement of Experts and TA to Uganda from 2009 - 2018
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Source: OECD-DAC Creditor reporting system
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As per the OECD data, there has been a continuous increase in gross disbursements
of experts and technical assistance to Uganda since 2014. An amount of USD 51.38
million had been received as gross disbursements across sectors for calendar year
2018, this shows a decline of USD 5.36 million from 2017. The figure 8.1 above highlights
total experts and other technical assistance to Uganda for the last 10 years from the
Development Assistance Committee (DAC) countries.

Although a TA policy is in place, tracking the volume of TA to sectors continues to be a
major challenge in Uganda as this forms a component of overall Official Development
Assistance (ODA) provided to the Sectors. The shortcomings alluded to above,
are manifested as a result of under reporting from the sectors on TA support since
TA support is often provided outside of government budgetary system. It is often
managed by the DPs while the sectors usually have a limited role in the procurement,
recruitment and payment of TA experts.

Government should ensure ownership, avoid duplication and coordinate TA to establish
sustainable systems and staff capacities that continue after the TA.
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9.0 PERFORMANCE AND ACHIEVEMENTS OF

OBJECTIVES OF DEVELOPMENT ASSISTANCE

9.1 Budgeted External resources vs Actual disbursements

For FY 2019/20, external funds (both project and budget support) worth USD 2,630.25
million was approved for implementation of various projects in accordance with the
drawn program work plans. As at end December 2019, only USD 526.6 million was
disbursed posing an average disbursement rate of approx. 20 percent across the
sectors as shown in table 9.1 below.

Table 9.1: Sector disbursements as at 315t December 2019

Approved Budget Actual
FY 2019/20 Disbursements | Performance (%)
(USD M) (USD M)
Accountability 50.18 14.56 29.0
Agriculture 86.73 19.13 221
Budget support 175.68 0.00 0.0
Education 82.30 24.55 29.8
Energy and mineral development 579.52 75.03 12.9
Health 291.25 59.53 20.4
ICT and national guidance 10.99 0] 0.0
JLOS 30.93 39.90 129.0
Lands, housing and urban development 102.85 0.00 0.0
Public sector management 226.18 81.49 36.0
Science, technology and innovation 21.67 0.00 0.0
Security 94.43 49.25 52.2
Tourism, trade and industry 4.43 0.00 0.0
Water and environment 136.16 56.55 415
Works and transport 736.96 106.63 14.5
Total 2,630.25 526.60 20.0
o/w Project Support 2,454.58 526.60 21.5

Source: MoFPED

Analysis of the sectors shows that majority of the sectors performed below average
with exception of the Security sector which reported a disbursement rate of 94.4
percent. This was followed by water and environment and public sector management
sectors with 41.5 percent and 36 percent respectively.
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The poor performance in disbursement is attributed to slow disbursements in the
Works and Transport sector as well as the Energy sector that have large investments
such as Karuma Hydropower plant, Development of the Kabaale Airport, Oil Roads
(lot 1 - 3) that have little or no disbursements. Another contributing factor to the poor
performance is the programmed Budget Support that has not disbursed due to: (i)
cancellation of the funding by the World Bank, and; (ii) non fulfilment of the agreed
indicators to trigger disbursement.

The poor performance in disbursement by the sectors can also be attributed to:
i. Poor project design;
ii. Delays in procurement of contractors and service providers;
iii. Delays in the implementation of Resettlement Action Plans (RAP);
iv. Land compensation challenges;

v. Inadequatebudgeting by the sectors for counterpart funds and poor prioritisation
by the sectors;

vi. Poor contract management;
vii. Limited capacity of implementing MDASs to carry out the projects; and,

viii. New contracts that were signed and have not yet been declared effective, and
others are at different stages of implementation that have not yet reached the
stage of disbursement.

9.1.1 Trend in Financial Performance of Development Assistance

The deviations between the actual disbursements and the planned disbursement has
averaged at 74 percent from FY 2015/16 to FY 2018/19 as evidenced in Fig 9.1 below

Fig 9.1: Trends in Disbursements of Development Assistance
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MoFPED and the Development Partners hold joint annual portfolio reviews as well
as joint monitoring missions to identify the bottlenecks or challenges to project
implementation and to find solutions to address them.
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9.2 Grant Disbursements as at 31t December 2019

Asat31stDecember 2019, atotal of USD 119.59 million was recorded as grant disbursement
for FY 2019/20. This accounted for 23 percent of the total disbursements made in the
year under review.

9.2.1 Grants disbursements by Development Partner

Global Fund disbursed the largest amount during FY 2019/20 as at 31t December
2019 with 30 percent followed by African Union (AU) with 24 percent and IDA with 16
percent as shown in the graph below.

Fig 9.2: Grant Disbursements by Development Partner as at 31t December 2019
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9.2.2 Grant Disbursements by Sector

Security sector received the highest disbursements during the first half of FY 2019/20
with 41 percent. This was followed by Health with 39 percent. The rest of the sectors
received disbursements less than 10 percent of the total grant disbursed as at 3T
December 2019 as shown in the graph below.

Fig 9.3: Grant Disbursements by Sector as at 31t December 2019
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9.3 Loan Disbursements as at 31st December 2019

As at 31t December 2019, loan disbursements comprised of 77 percent of the total
disbursements for FY 2019/20. The next section demonstrates the breakdown of the
loan disbursements by development partner and by sector.

9.3.1 Loan Disbursements by Sectors

The Works and Transport sector has the largest disbursement rate of the externally
financed loans with a disbursement rate of 25 percent followed by Public Sector
Management with a disbursement rate of 20 percent as shown in fig 9.4 below.

Fig 9.4 Loan disbursements by sector as at 31t December 2019
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9.3.2 Loan disbursements by Development Partner

The Multilateral Development Partners dominated the loans disbursed in FY 2019/20
as at 31t December 2019. The Partners that made the highest disbursements include;
IDA, AfDB and IDB with 32 percent, 13 percent and 12 percent respectively of the total
loans disbursed in the period under review.
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Fig 9.5 Loan disbursements by Development Partner as at 31t December 2019
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9.4 Measures to improve absorption and utilisation of external
resources

The slow performance is attributed to; low absorption capacity arising from challenges
faced by implementing agencies and slow procurement, project management, and social
and environmental safeguards issues. The following are some of the recommendations
to overcome the above mentioned challenges;

i. Improve project selection, design, appraisal and analysis before the project is
approved and sanctioned for funding. Feasibility studies should be carried out
to confirm the economic and financial viability of the project. The MDA also has
to prove technical competence to implement the project. Only those projects
that have followed the Public Investment Management System Framework will be
eligible for financing.

ii. Government will endeavour to implement projects in sites where there are no
land encumbrances. However, where inevitable, the MDA has to prove that it can
within the resources available in its MTEF accommodate compensation/RAP of
the project affected persons (PAPs). MoFPED will work closely with the Ministry
of Lands, Housing and Urban Development (MoLHD), Ministry of Justice and
Constitutional Affairs (MoJCA) and the Chief Government Valuer’s (CGV) office to
address the inefficiencies attributed to the responsibilities of land compensation
matters.

iii. As social safeguards are giving utmost importance by the Government, the
Ministry of Gender and Social Development (MoGLSD) and National Environmental
Management Authority (NEMA) are expected to ensure social and environmental
issues are put in consideration during the project design.

iv. Government will continue to dialogue with Development Partners to support
the development of capacities in procurement and public financial management
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within the sectors that are implementing projects. The Development Partners are
also requested to fasten the approval and issuance of no objections.

v. Inline with the above, MoFPED and DPs continue to hold annual Portfolio reviews
to identify the challenges each project faces and to find amicable solutions to
hasten implementation. Joint missions are also conducted regularly especially for
slow moving projects

9.5 Alignment of Development Assistance to the National
Development Plan

In order to foster transparency, alignment and accountability while using externally
sourced financing, all projects financed externally are aligned with Sector strategic
plans with the review of the projected outcomes and outputs through the existing
Sector Working Groups. In this bid, external financing contributes to outputs and
strategies that Government purses in each sector as outlined in the Second National
Development Plan (NDP ).

As the NDP Il, a second in a series of five year plans, comes to an end, it is key to
note that it prioritizes three key growth opportunities including: Agriculture; Tourism;
Minerals, Oil and Gas, as well as two fundamentals: Infrastructure and Human Capital
Development. Table 9.2 below shows core projects heighted in the NDP Il and progress
made in implementing them.

Table 9.2: Financing of the Core projects highlighted in NDP II

Core projects under NDP2 Status as at 31t December, 2019

Agriculture Priority

Secured a loan of USD 84.2 million from AfDB, to
reconstruct 11 markets.
Implementation commenced in the FY 2014/2015

1. Markets and Agricultural Trade
Improvement Programme

2. Farm Income Enhancement and
Forestry Conservation Program
Project

Secured a loan of USD 76.7 million from AfDB
The project is ongoing

3. Agriculture Cluster Development

Project Secured a loan of USD 150 million from IDA in Sep 2016

Minerals ,0il and Gas Priority Area

These are the following whose financing arrangements are
yet to be concluded:

a) East African Crude Oil Pipeline (EACOP)

b) Kampala Storage Terminal (KST)

c) Kabaale Industrial Park

d) The Refinery

e) Tilenga-Kabaale-Kingfisher 132kv Transmission line
D) Multipurpose Water Use Project in Hoima District

1. Oil-Related Infrastructure projects
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Core projects under NDP2 Status as at 31t December, 2019

Secured a loan of USD 43.66 million (SCB) and USD 318.59

2. Albertine region airport million (UKEF) and the implementation on=going

These were packaged in 6 lots i.e.

g) Design and build of Masindi (Kisanja) Park Junction-
Paraa- Builsa and Wansenko- Bugungu Roads
upgrading projects,

h)  Civil works for upgrading of Hoima- Butiaba-Wanseko
Road to pave standard,

D) Design of Buhimba-Nalweyo-Bulamagi &Bulamagi-
lgayaza- Kakumiro road

D) Design & Build of Lusalira- Nkone- Lumegere-
Ssembabule roads

k) Design & Build of Masindi-Biiso, Kabaale-Kiziramfumbi

3. Albertine Region roads & Hohwa-Nyairo- Kyaruseha Roads

(i) Design & Build of Kabwoya-Buhuka and Ntoroko-
Karugutu roads

Financing for Lot 1 - 3 from the Exim Bank of China (USD
456.32 million) was approved by Parliament on 27™ Nov
2019. Works are on-going

Financing for Lot 5 worth USD 135.7 million from Exim
Bank of China is before Parliament for approval.

Lots 4 and 6 are under procurement and securing
financing.

Secured USD 72.94 million from AfDB to finance the
stretch from Kabwoya to Kigumba

Infrastructure Development

A, Energy

Secured a loan of USD 789.34 million and USD 645.82
1. Karuma Hydro power plant million from China Exim Bank
The project is on-going.

Secured a loan of USD 482.57 million from Exim Bank of
China in Nov 2014.

2. Isimba hydro power plant

3. 132KV Mirama-Kabale Transmission s .
Line and Distribution Project Secured a loan of USD 83.75 million from IDB in Jun 2018.
4. Masaka-Mbarara 400KV
Transmission Line Project and
Associated Substations.

Secured a loan of EUR 721 Million from AFD and KfW in
Apr 2018.

Secured a loan of USD 84.98 million from Exim Bank of
China to construct 4 Industrial Parks substation of Luzira,
Mukono, lganga and Namanve .

Construction for Luzira has delayed due to land acquisition
of the Transmission corridor however the substation was
completed.

5. Industrial sub-stations

6. Grid Extension in North East Secured a loan of SDR 71M from IDA and secured a loan of
,Central ,Lira and Buvuma Islands EUR 40 million from Germany KfW
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Core projects under NDP2 Status as at 31t December, 2019

Secured a loan of USD 15 million to finance rural
electrification; USD 97.9 million from IDA for rural
electrification project and USD 55.1 million from France
(AFD) to finance rural electrification grid extension to
Hoima-Nkenda

7. Grid Extensions including those for
the Region Power Pool.

B: Transport

Secured a grant from Exim Bank of China for feasibility
study.

Turnkey Commercial Contract for construction for Malaba
-Kampala SGR was signed with China Harbour Engineering
Corporation. Addendum to EPC contract yet to be signed.
1. Standard Gauge Railway Negotiations are on-going with Exim Bank of China for a
loan to finance of the project.

In Government is also working on the rehabilitation of the
Meter Gauge Railway to support transportation of heavy
Cargo as complementary arrangement

Secured a loan of USD 200 million from the Exim Bank of

2. The Entebbe Airport Rehabilitation China for the first phase of the project,

3. Kampala -Jinja highway Approved by AfDB (UA 164.47 m/USD 229.47 M), AFD
(EUR 90M) and EU grant (EUR 90 M). Project before
Parliament for Approval

4. Kampala Southern By-pass

Secured a loan amount of USD 38.4 Million from AfDB and
USD 59.7 million from AfDF
The project is on-going.

5. Upgrading of Kapchorwa- Suam
Road

Secured a loan of USD 91 Million from AfDB and USD 59.86
6. Kampala -Mpigi Expressway million from AfDF. The implementation commenced in the
FY 2016/2017.

Financing of USD 210.0 M from the IDB has been secured,
7. Rwekunye-Apac-Lira-Kitgum- the loan terms were amended by Both IDB and GoU and

Musingo Road Parliament approved the new terms in Jan 2019. Awaiting
effectiveness.

Secured a loan of USD 131.75 M from JBIC. Project

8. Road Construction Equipment completed.

Human Capital Development Priority Area

Education and Sports

Secured a loan of USD 14.3 M and USD 106.1 m from the
OFID and IDB respectively to finance Vocational training.
The project is ongoing.

USD 100.0 M secured from World Bank for the Skills
Development Project. The project is ongoing.

Secure a grant of USD 17.6 M from Belgium to finance
Implementation of the Skilling Uganda Strategy
Secured a loan of UA 22.5 m from AfDB to finance the
East Africa’s centers of Excellence for the Skills and Tertiary
Education in Biomedical Sciences -Phase 1; and support
from JICA.

1. Comprehensive Skills Development
Programme
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Core projects under NDP2 Status as at 31t December, 2019

Economic Management and Accountability

1. Strengthening Effective Project transitioned from FINMAP to REAP, a basket
Mobilization ,Management and funded project, DP’s involved ; Norway, Germany, EU,
Accountability for the use of Denmark and UK among others

Public Resources

Secured lines of Credit of USD 16 million from BADEA, USD
10 million from IDB; USD 5 million from India Exim Bank
and USD 15 million from AfDB to recapitalize UDBL.

2. Revitalization of UDC and
Recapitalization of UDB

ICT

Secured a loan of USD 75 million from the IDA to finance
the Regional Communications Infrastructure Programme
1. ICT National Backbone Project (RCIP).

GoU is in discussion with China to finance Phase V of the
National Backbone Project.

Source: NDP |l, MoFPED
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10.0 PROJECTS MANAGED OUTSIDE

GOVERNMENT SYSTEMS (OFF-BUDGET)

Off Budget development assistance refers to all Official Development Assistance not
channelled through Government systems and structures, both in form of disbursement
and management hence not appropriated by Parliament.

10.1 Off Budget Disbursements by Development Partners

Development Partners in the past would submit their projections on a quarterly basis
through excel sheet submissions. Starting FY 2018/19, DPs were required to submit
their information through the Aid Management Platform (AMP).

The AMP is a web-based application that enables governments to better manage
and coordinate development assistance. It is an official online database of externally-
funded projects/programs (both on and off budget). Training in the AMP is carried out
on a continuous basis and response from the DPs has improved tremendously in use
of the system especially by Ireland, UNICEF, DANIDA, DFID, Netherlands and USAID as
illustrated in table 10.1 below.

Table 10.1: Off budget disbursements by Development Partner in USD millions

E | LB | LB | LB LE. | LB,

555 | 85§ | 855 | &35S | §5% | &55
2a% 920 ¢2Q R o2 Q ¢ 2 [
<o’ 2a R 2a 8 22’ 228 2a 8

DFID 76.97 8.63 119

EU 3.46

GEF 118 0.31 0.27 0.27

Germany 0.39

Glz 2.39 3.76 2.79 110

Ireland 12.62 727 5.32

Netherlands 0.64 27.32 25.72 10.76 6.89 1.30

Norway 10.13 8.95 13.49 4.76 2.83

South Korea 556

Sweden 18.64 14.73 0.88

UNDP 3.61 0.45 0.45

UNICEF 5572

USAID 137.82 167.61 17213 175.40 148.01 96.29

Grand Total 327.95 230.84 229.26 193.92 158.46 97.59

Source: MoFPED
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USAID, UNICEF, DFID and Sweden are the highest contributors to Development
Assistance managed outside Government Systems with USAID contributing approx.
42 percent of the actual disbursements made in FY 2018/19.

10.2 Off Budget Disbursements by Sector

Health sector receives the highest amount of support received outside government
systems as can be seen from fig 10.1 below. This is followed by the Education, Agriculture,
JLOS and Accountability Sectors.

Fig 10.1: Off budget disbursements by Sector (FY 2018/19 - FY 2021/22)
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As much as the Health Sector still receives the highest amount of funds managed
outside Government Systems, the amounts are projected to reduce from USD 195.16
million in FY 2018/19 to USD 96.54 million in FY 2021/22.

10.3 Why support is managed outside government systems

DPs decide to channel their support outside government systems for the following
reasons;

1. The need to deliver emergency support is order to speed up administration
directly, in the guise of speeding up implementation and administration.

2. Where projects involve close interaction with target groups, such as the poor
and vulnerable, Non-Governmental Organisations (NGOs) are often preferred as
executing agencies.

3. Projects aimed at directly strengthening Civil Society Organisations (CSOs).
These are usually more appropriately implemented by NGOs and CSOs directly.
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4. Where the funders have institutional inflexibility and are centrally committed to
using their own procurement procedures/rules and implementation modalities.

Government is implementing reforms to address financial management improvements
in accountability, procurement and Information Technology (IT) systems, e-cash and
other digital platforms that are the main areas, where development partners have raised
efficiency and compliance concerns. This reforms are expected to ease alignment of
these very important interventions made in the social sectors by the Development
Partners.

10.4 Measures to ensure increased use of Government systems

There is need to bring these support on-budget and ensure that it is aligned to the
NDP priorities to facilitate easier monitoring. In order to increase DPs’ confidence in
government systems, the Government has undertaken the following measures in a
guest to increase the support channeled through government systems;

1. Implementation of the Public Financial Management and Procurement Reforms.
The laws established to strengthen Public Financial Management, including
the Public Finance Management Act (PFMA) 2015, are now fully operational.
Legislative developments have been accompanied by efforts to build capacity
in Government Institutions and Agencies. In many cases financial management,
audit and procurement processes are adequate. The Government expects that
having made considerable efforts to strengthen its country systems, DPs will
make similar efforts to make greater use of them for delivery of and management
of development assistance.

2. Government through MoFPED has shown strong evidence of holding sector
ministries accountable on the efficiency and effectiveness of resource use.
This include use of evidence based policy making to ensure that priorities and
spending decisions taken are the most effective available and must be in line
with sector work plans and procurement plans

3. Government has undertaken effective monitoring and evaluation, with the setting
up of the Budget Monitoring and Accountability Unit in MoFPED. Monitoring and
evaluation is now taken very seriously and it involves community participation.
This is aimed at showing impact of interventions, justifying allocations made to
each intervention.

4. Government has exhibited strong commitment to implement the reforms agreed
upon with DPs to improve the efficiency and effectiveness of the utilization of
development assistance.

5. Government has putin place checks and balances on public finance management
with the objective of fostering accountability and value for money. Government
involves key stakeholders in demanding accountability including elected
representatives in Parliament, Local Councils and CSOs. This is intended to
promote good governance and accountability of public Resources.
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These processes will enable government to have a comprehensive picture of the funds
from government and DPs interventions in respective sectors.

Government will continue to play a stronger role in coordinating external assistance and
ensure the larger proportion of support from DPs is channelled through government
systems. Joint effort by both government and DPs is required to strengthen and
increase usage of government systems. Development assistance effectiveness is
massively boosted when there is a good mechanism for aid coordination that builds
on shared objectives set within a framework that reconciles different interests in a
constructive manner.
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11.0 CLIMATE FINANCE

11.1 Newly funded Projects 2019/20

The table below shows new funding that was obtained during the financial year for
Adaptation and Mitigation interventions.

Table 11.1: New funding for Adaptation and Mitigation measures for FY 2019/20

Amount/

Farmers and
Pastoralists in the
IGAD Region

Pastoralists in the IGAD Region

Project Title Objective/Purpose Nature | Source of Instrument g;gt:ature
Funding
To improve resilience of the
Promotion population of Karamoja to EUR
of D_rpught drought. events and climate Specific | 20,000,000 .
Resilience and change impacts through Countr Grant 13t Feb
Food Security in | investment in water storage Pro'ecty KEW/ 2020
Karamoja Region | facilities, improved livestock ) G
’ . ermany
production services and water
catchment area management
The Programme will provide
effective climate change
mitigation outcome through S
investing in sustainable Lol
Arbaro Fund : . 25,000,000 &
. plantation forestry projects . : 12t Mar
- Sustainable ! ing f K Regional | Green Equity 2020
Forestry Fund In emerging Qrestry markets Climate
of Latin America and Sub Fund
Saharan Africa, while also
bringing adaptation co-
benefits
Eﬁ%%ctg%:gﬁ o Help to increase the capacity
Vulnerabilit 9 of government and
Y vulnerable communities in
of Local L Uganda living around forests Usb 18™% Feb
Communities in Country | 4,350,000 Grant
and wetlands to 2020
Uganda through g i h (GEF)
EBA in Forest a .apt to climate change
and Wetland using Ecosystem - based
Ecosysterns Adaptation (EbA).
Technical L
. To support Accreditation usD 25,000 -
Assistance Grant : T ) 12t Feb
Readiness for Ministry of Water | Country | Adaptation | Grant
for ESP and d ) q 2019
Gender and Environment Fun
Strengthening
Drought
Resilience for To implement Adaptation . h
Small Holder support measures for Regional étcjlr?é)tahon Grant 1200]3]0\/

Source: MoFPED
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11.2 Performance of Climate Finance Projects

The Illustration below shows total climate change flows mobilised to benefit Uganda.
The graph distinguishes national projects specific to Uganda from those which are
regional in nature, but still benefit Uganda. The National projects amount to USD
94 .2Million while the Regional projects amount to USD 897.3 Million. The disbursement
rates for each category are 23 percent and 8 percent respectively.

Fig 11.1: Total climate change in flows (National/Regional)
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Fig 11.2 below disaggregates the above total funding by Source. The major climate
funds providing climate financing to Uganda include the Adaptation Fund (USD 32.6
million), Global Environment Facility (USD 117.4 million) and the Green Climate Fund
(USD 792 million).

Fig 11.2: Climate funds: Disbursed against commitments (USD)

Climate Funds : Disbursements against Commitments (US$)
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Of the committed funds, 54 percent, 34 percent and 4 percent have been disbursed
by the Adaptation Fund, Global Environment Facility and the Green Climate Fund
respectively. Low performance by the GCF is explained by the fact that most of the
projects have just become effective, as indicated in the annexed project tables.
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12.0 INTRODUCTION

12.1 Background

The Medium Term Debt Management Strategy (MTDS) provides a framework
within which Government can make informed choices on how the financing
requirements should be met, while taking into account constraints and
potential risks. This systematic approach to decision-making has continued to
strengthen the debt management function, enhance analytical capacity and help
reduce operational risks.

In pursuit of realising the NDPIII and Vision 2040 objectives, Government of
Uganda has prioritised investment in infrastructure for Uganda to transform from a
peasant to a modern and prosperous country. The majority of these infrastructure
projects and others will be financed through borrowing. In order to finance the above
projects at the minimum cost possible and prudent degree of risks, Government
prepares on annual basis the MTDS which determines the borrowing plan.

This MTDS guides the Government’s borrowing to achieve a desired composition
of the government debt portfolio. It also focuses on managing the risk exposure
embedded in the debt portfolio, predominantly, the potential variations in the cost
of debt servicing and its impact on the budget and the size of debt.

The strategy is prepared taking into account the terms of any anticipated new
borrowing, the type of borrowing and the associated risks or shocks that may impact
on the government’s ability to meet its debt obligations. It also takes into account
global and domestic economic and financial developments. Several alternative
financing options are evaluated under specific and the same macroeconomic
assumptions, economic outlook and shock scenarios to ensure that the selected
financing option is feasible.

The FY2020/21 Strategy provides a cost and risk assessment of the debt
portfolio characteristics as at December 2019 and the half year performance of
the 2019/20 debt management strategy. Additionally, it sets target ranges to
be adopted while managing public debt during the medium term beginning
FY2020/21. The FY 2020/21 MTDS will guide GoU’s borrowing decisions and
aim to ensure a well-balanced composition of Government’s debt portfolio
in terms of costs and risks.

In this MTDS, there are four financing options/strategies considered, and the
preferred strategy is selected through evaluating all the options under the medium
term fiscal framework. The selected strategy therefore prescribes the proportion
of the fiscal deficit to be funded through domestic borrowing and external
borrowing and the cost and risk trade-off that Government can maintain.
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12.2 Objectives of the FY2020/21 MTDS
The objectives of the FY2020/21 MTDS are to;

.  Meet Government’s financing needs at the lowest possible cost, aimed at
preventing debt service spikes and policy reversal.

ii.  Manage the domestic debt refinancing risk by issuing more of the longer dated
securities and reducing the issuance of T- Bills.

iil.  Reduce the growth of interest payments as a percentage of GDP.

12.3 Scope of the FY 2020/21 MTDS

The FY 2020/21 focuses on central Government and domestic debt and does not
include borrowing of state owned enterprises and local government which is not
significant in the case of Uganda.
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13.0 PUBLIC DEBT PORTFOLIO ANALYSIS

AS AT DECEMBER 2019

13.1Level of Government Debt (Domestic and External)

As at end December 2019, total debt stock was USD 13.33 billion equivalent to UGX
48.86 trillion up from USD 11.5 billion equivalent to UGX 42.6 trillion at end December
2019. This represents an increase of 16 percent in debt stock, equivalent to USD 1.83
billion in one year. The debt to GDP as at December 2019 is 38 percent compared to
41.8 percent as at December 2018. The reduction in the debt to GDP ratio is on the
account of the rebased GDP.

Fig 13.1: Public Debt Stock Trend to December 2019
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Fig 13.1 above illustrates the time series of external debt and domestic debt from FY
2004/2005 to end December 2019. As at Dec 2019, out of the total debt stock, 64
percent amounting to USD 8.59 billion (UGX 31.49 trillion) was attributed to external
debt while 36 percent equivalent to USD 4.74 billion (UGX 17.38 trillion) was on account
of domestic debt. The increase in debt stock is attributed to improved disbursements
of external debt commitments and an increase in domestic debt issuances. At the
same time, undisbursed external debt was USD 4.5 billion compared to USD 4.04
billion at end December 2018.

13.2 Composition of Government Debt as at December 2019

The cost and risk of Government debt are determined by the composition of her debt
portfolio. The sections below therefore provide a snap shot of various dimensions of
the composition of Government’s debt portfolio.
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13.2.1 Domestic Debt Composition

As at end December 2019, domestic debt stock was composed of 25 percent or UGX
4.27 trillion in treasury bills and UGX 13.10 trillion in treasury bonds.

Fig 13.2: Domestic Debt Composition by Maturity at End December 2018

91 days 182 days
0.3%

182 days
364 days 2.2%
22.0%

182 days
2.2%

As shown in fig 13.2 above, more stock is being held under the 10-year bond at 34.9
percent (UGX 6.07 trillion). This is consistent with last year where most of the domestic
debt stock was concentrated under the 10-year bond at 25 percent as at December
2018. The 10-year bond stock has increased from 3.34 trillion in December 2018 to 6.07
trillion in December 2019, representing an 82 percent increase. The increase in stock of
longer dated instruments is due to the deliberate strategies undertaken to reduce the
domestic debt refinancing risk in the domestic debt portfolio.

13.2.2 External Debt Composition

As at December 2019, external debt amounted to USD 8.59 billion (UGX 31.49 trillion)
up from USD 7.7 billion in December 2018, representing a 10 percent increase equivalent
to USD 0.8 billion.
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Fig 13.3: External Debt
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As in figure 13.3 above, out of the USD 8.59 billion of external debt, 33.9 percent
equivalent to USD 2.91 billion is a share by Bilateral Creditors, while 65.2 percent and 1
percent amounting to USD 5 .6 billion and USD 80 million is attributed to Multilateral
and Commercial Creditors respectively.

13.2.3 Public Debt by Currency Composition

The ratio of external debt to domestic debt signifies total public debt by foreign
currency and domestic currency composition. Foreign currency debt was dominated
by the USD and EUR as indicated in Figure 13.4 below.

Fig 13.4: Government Debt by Currency Composition at end December 2019
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13.2.4 Public Debt Composition by Interest Rate Type

On average, Uganda’s public debt portfolio is composed of 92 percent fixed interest
rate debt. The share of variable interest rate loans remained at 7 percent as at December
2019 and was composed of only external debt as all domestic debt is contracted at
fixed rate market terms.
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13.3 Cost and risks of public debt

Table 13.1: Cost and risk indicators of the existing Central Government debt as at
December, 2019

Dec-18 Dec-19
Risk Indicators External | Domestic Total External [Domestic Total
Debt Debt Debt Debt

Amount ( Ushs Billions) 28,426.8 14,332.7 | 42,759.5 31,487.3 17,3761 | 48,863.4
Amount ( USD Billions) 77 3.9 1.5 8.6 4.7 13.3
Nominal debt as % GDP 27.8 14.0 41.8 24.5 13.5 38.0
PV as % of GDP 17.7 14.0 3.7 16.8 13.5 30.3

Interest Payment as % GDP 0.4 19 2.3 0.4 1.7 2.2
Cost of Debt

Weighted Average Interest rate (%) 1.5 13.8 5.6 1.7 12.8 5.7

Average Time to Maturity (ATM) years 14.4 4.0 10.9 141 3.9 11.0
Eieslnancing Debt maturing in lyr (% of total) 2.3 36.6 13.8 1.7 371 12.3

Debt maturing in Tyr (% of GDP) 0.6 5.1 5.8 0.5 4.6 5.1

Average Time to Re-fixing (ATR) years 13.9 4.0 10.6 13.5 39 10.7
Interest Debt Re-fixing in 1 Year (% of total) 9.3 36.6 18.4 10.3 371 18.3
rate Risk

Fixed rate Debt (% of total) 92.9 100.0 95.3 91.3 100.0 93.9
Foreign FX debt (% of total debt) 66.3 66.6
Exchnage
(FX) Risk ST FX debt (% of reserves) 5.3 5.2

Source: MoFPED

13.3.1 Cost of Debt

At the end of December 2019, total central government debt interest payments as a
share of GDP reduced to 2.2 percent from 2.3 percent at the end of December 2018.
This was on account of a reduction in domestic debt interest payments arising from
anissuance of long term dated securities and interest rates that translate into reduced
interest payments. Over the same period domestic interest payments reduced from
1.9 percent to 1.7 percent of GDP.

13.3.2 Refinancing/ Roll over Risks

The major roll over risks are debt maturing in one year as a percentage of total debt
and Average Time to Maturity (ATM). ATM refers to the average length in years it takes
for a government to pay off the debt portfolio. The longer the ATM the less risky the
portfolio is deemed to be as it will take a longer time for Government to pay off the
debt hence less strain on the budget.
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The weighted average time to maturity of all the principal payments in the external
debt portfolio (ATM) is 14.1 years and 3.9 years for domestic debt. The overall weighted
time to maturity of all principals of the existing debt portfolio (external and domestic
debt) is 1.0 years. This is attributed to the low maturity profile of the domestic debt.
The average time to maturity of the external debt stock has been decreasing over time
due to contraction of external loans on commercial terms with shorter maturities.

Domestic debt maturing in one year is 371 percent of the total domestic debt. This has
improved from 36.6 percent in December 2018 due to increased issuance of longer
dated securities, on the other hand external debt maturing in one year as percentage
of the total as reduced to 1.7 from 2.3 as at end December 2018.

13.3.3 Interest Rate Risks

The Average Time to Refixing (ATR) best describes interest rate risk in the debt
portfolio, the total time it takes for interest rates in the portfolio to change.

Fig 13.5: Weighted Average Domestic and External Interest rates to
December 2019
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The composition of external debt includes variable rate debt (10 percent), fixed (87
percent) and 3 percent for no interest rate debt. The external Average Time to Refixing
(ATR) reduced from 13.9 to 13.5 years as at December 2019. In the current high interest
rate environment, a shorter ATR is disadvantageous because interest rates change
to a higher rate in a short time hence higher debt service costs. The government can
mitigate the variable rates and shorter dated debt by opting for concessional fixed
rate debt.
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13.3.4 Exchange Rate Risk

Over the previous years, the share of foreign currency debt has continued to increase
overtime. This means Government is required to increase the value and volume of
exports to be able to pay off this foreign currency debt and to widen its tax base in
order to finance the provision of public domain services.

The fig 13.6 below illustrates the existing share of major foreign currency denominated
debt of the Government of Uganda as at December 2019 (USD at 53 percent equivalent
to USD 4.52 billion followed by the EUR at 23 percent equivalent to USD 2.0 Billion).

Fig 13.6: External Debt Currency Exposure
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14.0 PERFORMANCE OF MTDS FOR FY 2018/19

AND HALF YEAR PERFORMANCE OF
FY 2019/20 MTDS

14.1 Gross Borrowing Requirement

The MTDS for FY 2018/19 assumed a gross borrowing requirement of UGX. 10,647.2
Billion of which 57 percent was to be borrowed domestically and the remaining 43
percent externally. However, the actual gross borrowing requirement was UGX. 12,222.5
Billion 16.7 percent higher than what was assumed in the MTDS for FY 2018/19 with
60.1 percent coming from domestic borrowing and 39.9 percent coming from external
borrowing.

14.1.1 Instruments Performance of MTDS for FY 2018/19

Table 14.1: Instruments Performance of MTDS for FY 2018/19

Tastrument Projected Disbursement/Issuance Actual Disbursement/Issuance
Amounts Percent Amount Percent
Gross Financing Requirement 10,647,178,700,106.70 100.0%)| 12,426,095,234,067.30 100.0%
External 4,578,286,841,045.89 43.0%| 4,957,848,338,898.26 39.9%
Domestic 6,068,891,859,060.83 57.0%| 7,468,246,895,169.00 60.1%
External Debt Instruments
IDA/ADF_Fx 2,138,059,954,768.4 20.1% 1,794,081,141,429.2 14.4%
Other_multilaterial Concessional Fx 164,818,326,277.7 1.5% 427,221,829,039.6 3.4%
Multilaterial non_concessional Fx 100,722,310,503.0 0.9% 47,580,706,585.6 0.4%
Multilaterial non_concessional Var 32,048,007,887.3 0.3% 181,407,405,132.1 1.5%
Bilateral Concessional Fx 183,131,473,641.8 1.7% 303,887,179,775.8 2.4%
Bilateral non_ Concessional Fx 1,281,920,315,492.9 12.0% 1,694,567,262,407.7 13.6%
Bilateral non Concessional Var 471,563,544,627.7 4.4% 504,860,624,461.8 4.1%
Commercial Fx 206,022,907,847.1 1.9% 4,027,534,050.6 0.0%
Commercial Var - 0.0% 214,656,016.1 0.0%
Domestic Debt Instruments
T-Bills_Fixed 3,337,890,522,483.46 31.4%|( 4,294,293,551,758.00 34.6%
T-Bonds 2YR_Fixed 971,022,697,449.73 9.1%| 1,461,249,599,411.00 11.8%
T-Bonds 5YR_Fixed 606,889,185,906.08 5.7% 569,903,247,000.00 4.6%
T-Bonds 10YR_Fixed 546,200,267,315.48 5.1% 569,903,247,000.00 4.6%
T-Bonds 15yr Fixed 606,889,185,906.08 5.7% 572,897,250,000.00 4.6%

Source: MoFPED
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This is majorly attributed to increase in domestic borrowing in the course of the
financial year to cater for supplementary expenditures and improvement in
disbursement of externally financed projects in FY 2018/19.

14.1.2 External debt instruments coverage

The external borrowing for FY 2018/19 adhered to MTDS in terms of instruments
allocation. The change in the gross borrowing requirements had a direct impact on the
amounts allocated to each instruments; Thus the actual amounts disbursed for most
instruments was higher than the projected amounts.

As projected in the MTDS FY 2018/19, there was high disbursement of
non-concessional borrowing from China accounting for 35.8 percent of the external
debt disbursement. This was mainly to finance Karuma Hydro power station,
Kampala Entebbe Expressed Way, Isimba Hydro Power Project among others.

The MTDS for FY 2018/19 never projected any disbursement for commercial
borrowing on variable rate terms. However, there was a disbursement of commercial
variable rate loan amounting to UGX. 214.66 million from Standard Chartered Bank
for construction of Kabaale International Airport.

14.1.3 Domestic debt instruments coverage

Just like external borrowing, domestic borrowing for FY 2018/19 adhered to MTDS
in terms of instruments allocation. However, the actual amounts disbursed for most
instruments is higher than the projected amounts. This is explained by increased
in Net Domestic Financing (NDF) to cater for supplementary expenditure.

14.2 Operational Target Performance for FY 2018/19 MTDS.

14.2.1 Objective of the FY 2018/19 MTDS
The specific objectives of the FY 2018/19 MTDS were to:

i. To reduce the refinancing risk embedded in the Public Debt portfolio by reducing
the issuance of short-term instruments that is the T-Bills while increasing
issuances of the longer dated securities that is the T- Bonds; and

ii. To meet Government financing needs at the lowest possible cost subject to a
prudent degree of risk.
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Highlighted in table 14.2 below is the cost and risk performance of the strategy as at
end June 2019.

Table 14.2: Performance of FY 2018/19 MTDS as at end June 2019

Czs;paor;irlzl:k Cost and Risk Indicators Dec-17 I?;’;;;;‘/‘;‘; Png?:;:ezgi ; t
External Interest Payment as % of GDP 0.4 0.3 0.3
Cost of Debt Domestic Interest Payment as % of GDP 1.8 1.7 1.7
Total Interest Payment as % of GDP 2.2 21 2.0
External Debt maturing in one year (% of Total) 2.7 <0.64 1.8
Domestic Debt maturing in one year (% of Total) 38.4 =<38.18 36.0
Refinancing risk
ATM External Portforlio (Years) 16 =>17.22 14.6
ATM Domestic Portforlio (Years) 3.7 =>5 4.0
External Debt Refixing in one year (% of total) 6 9.43 9.6
Domestic Debt Refixing in one year (% of total) 38.4 38.18 36.0
Interest rate risk
ATR External Portforlio (Years) 15.7 16.35 14.1
ATR Domestic Portforlio (Years) 3.7 5 4.0
EX risk FX debt (% of total debt) 66.2 65.4 66.5
ST FX debt (% of reserves) 52 4.63 52

Source: MoFPED

14.2.2 Cost of Debt

The FY 2018/19 Medium Term Debt Management Strategy (MTDS) projected the cost
of total debt (external and domestic) regarding interest payments as a share of GDP
to rise to 2.1 percent. However, by end June 2019 interest payments to GDP of the total
debt had reduced by 0.1 percent to 2.0 percent. This was on account of rebased GDP.

14.2.3 Refinancing Risk

The external debt maturing in one year as a percent of total external debt was projected
at 0.64 percent but increased to 1.8 percent as at end June 2019. The increment is
attributed to acquisition of non-concessional and commercial loans that have a shorter
maturity profile. On the other hand, the domestic debt maturing in one year stood at 36
percent at end June 2019 compared to the FY 2018/19 Projection of 38.2 percent. The
reduction in the refinancing risk in the domestic debt portfolio is due to the deliberate
steps that Government has taken to issue longer dated securities (T - Bonds). The
reduction in the domestic debt refinancing risk is in line with the MTDS objective for
FY 2018/19.
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14.2.4 Foreign Currency Risk

The share of external debt in the public debt portfolio rose to 66.5 percent at end
June 2019 compared to the projection of 65.4 percent. This is attributed to improved
disbursements during the period. Government however needs to persistently pursue
the export promotion strategies to improve the export earnings for increased foreign
currency earnings, which can be used to pay off the ever-increasing external debt.

14.3 Performance of FY 2019/20 MTDS

14.3.1 Objectives of FY 2019/20 MTDS

The FY 2019/20 MTDS was the fifth published edition of MTDS with the following
objectives:

i.  Meeting Government’s financing needs at the lowest possible cost, aimed at
preventing debt service spikes and policy reversals.

ii.  Managing the total interest payments as a percentage of GDP.

li.  Managing the domestic debt refinancing risk by issuing more longer-dated
securities and reducing the issuance of treasury bills (T- Bills).

Table 14.3: Half year performance of FY 2019/20 MTDS

: Objective Half year
Cost and Risk Cost and Risk Indicators Dec-18 FY2019/20 performace
exposures (December 2019)
External Interest Payment as % of GDP 0.4 0.4-0.5 0.4
Cost of Debt Domestic Interest Payment as % of GDP 1.9 1.78-1.9 1.7
Total Interest Payment as % of GDP 2.3 2.19-2.4 22
External Debt maturing in one year (% of Total) 22 <2.16 1.7
Domestic Debt maturing in one year (% of Total) 36.6 <39.26 37.1
Refinancing Risl
ATM External Portforlio (Years) 14.7 <16.45 14.1
ATM Domestic Portforlio (Years) 4.0 <4.95 3.9
External Debt Refixing in one year (% of total) 9.2 16.97-17 10.3
Domestic Debt Refixing in one year (% of total) 36.6 17.3-18 37.1
Interest rate risk
ATR External Portforlio (Years) 14.2 14.8-20 13.5
ATR Domestic Portforlio (Years) 4.0 4.9-6 3.9
FX risk Foreign Currency Debt (% of total debt) 66.4 65.76-66 64.4
Short term Term FX debt (% of reserves) 5.0 7.58-8 52

Source: MoFPED
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14.3.2 Cost of debt

The interest payments to GDP decreased from 2.3 percent to 2.2 percent between
December 2018 and December 2019 which is within the target range of 219 - 2.4
percent set in the FY 2019/20 MTDS. Interest payments on domestic debt as percent
of GDP decreased by 20 basis point while external debt interest payment to GDP
remained stable at 0.4 percent largely on account of rebased GDP. The interest
payment to GDP on both external and domestic debt are still within the operational
target set in the FY 2019/20 MTDS.

14.3.3 Refinancing Risk/Rollover risk

In FY 2019/20, the target range for external debt maturing in one year as percent of
the total external debt was set to be less than 2.16 percent. However, the above risk
indicator decreased to 1.7% as at end December 2019 from 2.2 percent in December
2018. The decrease is majorly on the account of completion of one of the commercial
loans which had contributed to 20 percent of the external debt maturing in one year.
The percent of domestic debt maturing in one year increased from 36.6 percecnt
in December 2018 to 371 percent in December 2019 but still not breaching the
operational target of 39.26 percent.

As at end December 2019, the weighted average time to maturity (ATM) of all the
principal payments in the domestic debt portfolio remained within the target range
of 4.9 - 6 percent as at end December 2019. Domestic debt ATM decreased from
4.0 years to 3.9 years thus posing noticeable refinancing risks. The external debt
ATM declined from 14.7 years in December 2018 to 14.1 years in December 2019
breaching the target of at least 16.5 years mainly due to increased disbursement
of non-concessional and commercial loans.

14.3.4 Interest rate risk

As at end December 2019, it will take on average 13.5 years for all the principal
payments in the external debt portfolio to be subjected to a new interest rate down
from 14.2 in December 2018 thus breaching the target range of 14 - 20 years in
FY 2019/2020 borrowing constraint. This is attributed to disbursement of more
variable rate debt which lower the average time to refixing.

The interest rate risk exposure in the domestic debt portfolio still remains high
following the short maturity of the domestic debt especially T-bills. As at end
December 2018, it will take on average 3.9 years for the domestic debt redemptions
to be subjected to the new interest rates which is within the operational target
range of 4.9 - 6 years in FY2019/20 borrowing constraint.

14.3.5 Exchange rate risk

The share of foreign currency debt decreased by 2 percentage points to 64.4
percent in December 2019 from 66.4 percent in December 2019. This indicates that
Uganda’s exposure to foreign exchange risks decreased. This is majorly attributed
to appreciation of Uganda Shillings in 2019.
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15.0 FY 2020/21 FINANCING STRATEGY

To determine the preferred strategy, the performance of four alternative strategies
was assessed qualitatively and quantitatively from a cost and risk perspective. The
strategies were evaluated under the relevant risk/stress scenarios such as interest and
exchange rate shocks. Thereafter, the most appropriate financing strategy in terms of
cost, risk and feasibility was adopted.

15.1 FY 2020/21 Debt Management Objectives

15.1.1 Objective of the FY 2020/21 MTDS

Toreduce the debt service cost by developing an external and domestic debt borrowing
plan that is directly derived from the MTDS and ensuring that the borrowing plan is
implemented. The specific objectives of the FY 2020/21 Borrowing Strategy include;

i.  Meet Governments financing needs at the lowest possible cost aimed at
reducing debt service spikes and policy reversals

ii.  Manage the domestic debt refinancing risk by issuing more longer dated
securities and reducing the issuance of T- Bills

iil.  Reduce the growth of interest payments as a percentage of GDP

15.1.2 Baseline macroeconomic Assumptions

Table 16.1 highlights key Macro economic assumptions that impact Governments
financing. Domestic revenue including grants as a percentage of GDP is projected
to increase by 0.6 percentage points from 14.2 percent in FY2019/20 to 14.8 percent
in FY2020/21. Consistent with the Vision 2040, a number of development
projects are expected to be implemented to transform the economy from a peasant
to a prosperous country thus Government expenditure is projected to increase
by 2.2 percentage points from 21.0 percent of GDP in FY2019/20 to 23.2 percent
in FY 2020/21. Fiscal deficit is expected to increase from 6.8 percent of the GDP in
FY 2019/20 to 8.4 percent in FY 2020/21before declining to 3.6 percent
in FY 2023/34.

Revenues shortfalls coupled with supplementary expenditures can increase the
deficit during the FY 2020/21 thus affecting the debt Management objectives
stipulated above. The credibility of the strategy therefore depends on Governments
commitment to keep within the year's projected macro-economic parameters.
The above forecast is however faced with risks, including: global and local severity
of coronavirus and adverse weather which can affect growth in agriculture
and agro-processing.
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Table 15.1: Baseline macroeconomic Assumptions

2018/19 2019/20 2020/21 2021/22 2022/23 2023/24
Macroeconomic and Fiscal Projections (UGX. Billion)

Total revenue and grants 17,839.34 19,953.88 23,103.85 26,134.44 29,431.39 34,351.38
o/w Revenue 16,637.79 18,899.28 21,402.89 24,765.01 28,603.55 33,707.73
o/w Grants 1,201.55 1,054.59 1,700.95 1,369.43 827.84 643.65

Primary Expenditure 21,742.28 26,010.58 32,045.57 29,207.61 33,307.40 37,119.90

Total interest expenditure 2,525.29 3,430.86 4,086.55 4,489.51 4,732.76 5,070.69

Total expenditure 24,267.57 29,441.44 36,132.12 33,697.12 38,040.16 42,190.59

Overall balance (6,428.22) (9,487.56)| (13,028.27) (7,562.68) (8,608.77) (7,839.20)

Primary balance (3,902.94) (6,056.70) (8,941.72) (3,073.16) (3,876.02) (2,768.52)

International reserves (USD million) 3,338.09 3,322.72 3,576.10 3,701.13 3,769.74 3,938.21

As percentage of GDP

Total revenue and grants 13.9% 14.2% 14.8% 15.0% 15.1% 15.6%
o/w Revenue 12.9% 13.5% 13.7% 14.2% 14.7% 15.3%
o/w Grants 0.9% 0.8% 1.1% 0.8% 0.4% 0.3%

Primary Expenditure 16.9% 18.5% 20.6% 16.8% 17.1% 16.9%

Total interest expenditure 2.0% 2.4% 2.6% 2.6% 2.4% 2.3%

Total expenditure 18.9% 21.0% 23.2% 19.4% 19.5% 19.2%

Overall balance -5.0% -6.8% -8.4% -4.3% -4.4% -3.6%

Primary balance -3.0% -4.3% -5.7% -1.8% -2.0% -1.3%

Memorandum Item
GDP (Billion UGX) 128,498.97 140,319.24 155,909.30 174,086.04 195,126.23 219,702.68

Source: MoFPED

15.2 Market rates assumption and shock scenarios
15.2.1 Interest rates assumptions

World Bank and African Development Fund loans are priced at standardised
concessional terms in the MTDS tool with interest rates of 0.75 percent p.a, maturity
of 40 years and grace period 10 years. The above terms from concessional borrowing
is applicable to low income countries. Concessional loans and semi concessional fixed
rates loans are assumed to be contracted at the current prevailing rates over the
medium term. The future interest rates of variable rates instruments were priced based
on the projected government 6- month LIBOR plus the credit spread.

Interest rates on domestic debt instruments are assumed to slightly rise in FY 2020/21
especially the short terms instruments as a results of elections.

15.2.2 The shock scenarios

In the worst case scenario, exchange rate shock is applied in 2020 where Uganda
Shillings aggressively depreciates by 30 percent against the USD over and above the
baseline projections.
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In the combined exchange rate and interest rate shock scenarios, a shock of 2.5 percent
was applied on variable rate loans and domestic securities over and above the baseline
projections. Standalone interest rate shock of 5 percent was applied for both domestic
securities and variable rates loans over and above the baseline projections.

15.3 Proposed Financing Strategies for FY 2020/21

Four strategies were proposed under the FY 2020/21 Medium Term Debt Management
Strategy. They include the Existing Macro Economic Framework, Increased Domestic
Borrowing, Increased borrowing on commercial Terms and Increased External debt
financing,

Strategy 1: Existing Macro Economic Framework

This Strategy represents the existing macroeconomic framework. It constitutes an
average external borrowing of 49 percent and 51 percent domestic over the medium
term. This is because of the high stock of redemptions in the domestic debt portfolio.

Out of the external financing, 50 percent is expected at concessional and semi
concessional terms while close to 56 percent of domestic borrowing will be inform of
Treasury Bills.

Strategy 2: Increased Domestic Debt Borrowing

The share of domestic debt borrowing of total borrowing increases from 51 percent as
explained in strategy 1to 70 percent. This implies that external borrowing reduces to
30 percent on average over the medium term.

In this strategy issuances on the 20-year bond are increased to 11 percent from 5
percent.

Strategy 3: Increased Borrowing at Commercial Terms

The share of external and domestic borrowing to total gross financing is maintained
as in strategy 1, however more financing is acquired through the Commercial debt
financing option/ instrument at close to 30 percent.

Strategy 4: Increased External Debt Financing

On average 54 percent of total gross financing is acquired through external debt
financing. In this strategy commercial borrowing is reduced and borrowing is spread
out through non concessional and semi concessional financing.

The Strategies constituted 15 financing instruments options 8 of which are external
and 7 domestic as presented below,
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Table 15.2: Possible Financing Options/ Instrument for the FY 2020/21 Financing
Strategy

Instrument Type / Name| Fix / Var/ T-bills | Maturity | Grace

World Bank / African Development

1 |IDA/ADF_Fixed Fix 40 10 |Fund

ADB,AFD, BADEA, Exim bank of S
Korea, IDB, IFAD, JICA, Kuwait Fund,
Nordic Fund, OPEC Fund, SAUDI

2 [Conc_Fx Fix 37 9 Arabia Fund.

Commerz Bank, EIB, Exim Bank of
China, Kuwait Fund, Min of Austria,

3 [Semi-Conc_Fx Fix 19 6 Nordic Fund, OPEC Fund, UK.
4 |Semi-Conc_Var Var 19 6 IDB
5 |Non-Conc_Fx Fix 15 5 JBIC
6 |Non-Conc_Var Var 15 5 ADB
7 |Comm_Fx Fix 6 1
EXIM Bank of China
Standard Chatered Bank, Stanbic, TDB
8 |Comm_Var Var 6 1
9 |91 & 182 T-Bills_Fixed T-bills 0.5 0
10 (364 T-Bills_Fixed T-bills 1 0
11 |T-Bond 2%$3 YR_Fixed Fix 3 2
12 [T-Bond 5 YR_Fixed Fix 5 4
13 |T-Bond 10 YR_Fixed Fix 10 9
14 [T-Bond 15 YR_Fixed Fix 15 14
15 |T-Bond 20 YR_Fixed Fix 20 19

Source: MTDS 2020/21 Tool Kit

Table 15.3: Cost and Risk Indicators of the proposed Strategies as at June 2024

Risk Indicators 2019 |As at end 2024
Current S1 S2 S3 S4
Nominal debt as percent of GDP 36.1 43.3 43.6 43.5 43.2
Present value debt as percent of GDP 27.5 34.5 35.8 35.9 343
Interest payment as percent of GDP 2.0 2.22 2.6 24 2.16
Implied interest rate (percent) 5.5 5.6 6.9 6.0 5.4
Refinancing risk2 Debt maturing in 1yr (percent of total) 12.1 8.5 10.7 10.2 8.3
Debt maturing in 1yr (% of GDP) 4.8 3.7 4.7 4.5 3.6
ATM External Portfolio (years) 14.6 13.7 13.4 12.0 13.0
ATM Domestic Portfolio (years) 4.0 6.6 7.3 6.6 6.5
ATM Total Portfolio (years) 114 11.8 11.3 10.5 11.5
ATR (years) 11.0 9.8 9.8 8.9 9.9
Interest rate risk? Debt refixing in 1yr (percent of total) 17.5 31.1 27.3 31.7 29.0
Fixed rate debt incl T-bills (percent of total) 94.5 76.7 82.7 77.2 78.3
T-bills (percent of total) 7.2 3.6 5.6 3.9 2.7
FXrisk FX debt as % of total 66.5 72.8 62.7 72.1 76.2
ST FX debt as % of reserves 5.2 14.7 14.5 23.2 19.5

Source MTDS 2020/21 Tool Kit
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Nominal Debt to GDP rises from 36.1 percent as at end June 2019 to an average of 43.4
within all the four strategies.

The best attribute of Strategy one, i.e. the existing macroeconomic framework is the
fact that it has the longest average time to maturity of the total portfolio of 11.8 years
compared to the other 3 strategies. This is because it has external debt with long
maturities of 40 years

The domestic Debt Strategy, Strategy 2, has the lowest foreign currency risk with a
share of external debt of 62.7 percent to total debt. It however generates the highest
debt to GDP ratio and interest payments to GDP of 43.6 percent and 2.6 percent
respectively. It also has the highest share of debt maturing in one year because of a
high share of treasury bills in the portfolio and therefore the highest refinancing risk
with debt maturing in one year of 10.7 percent of total Debt. Despite this, it has the
lowest interest rate risk in terms of debt refixing in one year. This is because it was
assumed that Government would issue longer dated instruments. Under this strategy
more debt is issued under the 15 and 20 year bonds compared to the other 3.

The Commercial debt strategy poses the lowest ATM of 10.5 years which means that
government requires only 10.5 years to pay off the entire debt portfolio. It also has
the largest share of debt refixing in one year at 31.7 percent. This simply means that
31.7% of the portfolio would have its interest rates changed in one year. This would
be disadvantageous in an environment where interest rates are increasing. Hence
the lower the percentage of debt refixing in a year the less risky in terms of interest
payments. In addition, this indicator would be important if the Government of Uganda
had a large share of variable rate debt. This strategy also generates is relatively costly
with interest payments to GDP of 2.4 percent.

Strategy 4, which constitutes anincrease in external financing, has the lowest refinancing
risk with debt maturing in one year of 8.3 percent compared to strategy 1at 8.5 percent
while strategies 2 and 3 are at 10.7 percent and 10.2 percent respectively. This is partly
pbecause there is a reduction in domestic debt borrowing which consists of very short-
term debt in form of 91, 182 and 364 Day Treasury Bill instruments. It however has a
lower external ATM compared to the existing macroeconomic framework strategy

While Strategy 4 has the highest share of foreign currency denominated debt and
therefore the highest foreign currency risk it has the lowest share of interest payments
to GDP. This characteristic of the strategy is consistent with the specific objective of
the Medium Term Debt Management Strategy.

15.4 Recommended financing strategy for FY 2020/21

In view of the specific objective of this debt management strategy, it is recommended
that Government adopts Strategy 4, i.e. an increase in external borrowing compared
to the current macro-economic framework. This is because borrowing more externally
has the lowest cost of interest payments of 216 percent of GDP compared to the
other three strategies. It also provides the least share of Treasury bills in the total debt
portfolio hence the least refinancing risk.
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15.4.1 Operational Targets for FY 2020/21

To be able to evaluate the performance of the FY 2020/21financing strategy, operational
targets are set. They consist of both cost and risk indicators as highlighted in table 8.
In FY 2020/21, Government is working towards interest payments as a share of GDP of
not more than 2.2 percent. In terms of refinancing risk, Government intends to reduce
the share of treasury Bills in the total debt portfolio to less than 27.5%.

15.4.2 Fundamental and Potential Constraints to the Implementation of the FY
2020/21 Debt Strategy

Strong political support in terms of ensuring the adherence to this strategy will enable
the Government of Uganda to attain the cost and risk target ranges spelt out in this
FY 2020/21 MTDS.

Secondly, intheimplementation of this strategy, there willbe need for close collaboration
and coordination amongst technical departments and Agencies in the Ministry of
Finance, planning and Economic Development as well as other MDAs.

Table 15.4: Operational Targets for FY 2020/21

. . Projected Outturns | Target Ranges
Cost and Risk Indicators June 2020 2021/22
External Interest payment as percent of GDP 0.30 04-05
Cost of Debt | Domestic Interest payment as percent of GDP 1.52 1.5-17
Total Interest payment as percent of GDP 1.82 19-22
External Debt Maturing in 1 YR (percent of total) 2.46 =< 35
Refinancing
Risk Domestic Debt Maturing in 1 YR (percent of total) 3818 =<34.5
Domestic T-bill Portfolio 25.34 =<275

Source: MoFPED

15.4.3 Constraints to Implementation
i.  Non Adherence to the Strategy and the stipulated borrowing plan

ii.  Presidential elections are due to take placein 2021. Around such times speculation
is rife in the domestic market. Because of the uncertainty that happens at such
a time, there are undersubscriptions for government securities which result into
high interest rates as was the case in the election of 2015.

iii.  Expenditure driven rather than revenue based budgeting. Budgeting should be
done based on the available resources

iv.  Failure to meet the macro assumptions for example if there are revenue shortfalls,
Government may be forced to borrow, However Revenue projections need to be
realistic and not over ambitious.

v. Unforeseeable circumstances (Force Majeure) may force Government to deviate
from the borrowing plan.
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16.0 CONCLUSION

The Ministry of Finance, Planning and Economic Development adhered fully to the
Public Finance Management Act 2015, the Public Debt and other Financial Liabilities
Management Framework 2018, the Charter of Fiscal Responsibility and the EAMU
Protocol to ensure short and long-term debt sustainability. The new loan financing
incurred during the FY 2019/20 were a combination of highly concessional and non-
concessional terms. External financing has been selectively sourced for priority areas
as enshrined in the National Development Plan Il.

Uganda has relied on external borrowing to finance its large-scale infrastructure
projects, which contributed to rising debt, putting more strain on the budget as more
resources need to be allocated for interest payments. Nevertheless, the country remains
at low risk of debt distress.

Government will seek to maximize the impact of development assistance. In this regard,
Ministries, Departments and Agencies have to improve the absorption capacities
and ensure timely implementation of projects. This will not only contribute towards
achieving the objectives of the projects, but also guarantees economic return that
will benefit the nation positively. Challenges like poor project designs, compensations
of project affected persons, accountability and ensuring value for many are being
addressed through the various public financial management reforms that government
isimplementing. Thereforms include among others the strengthening of capacity of the
line Ministries in the project identification, design and appraisal processes. Government
will continue with undertaking portfolio reviews, monitoring and evaluation for all
projects irrespective of the form of funding.

Economic growth over the medium term will be driven mainly by public infrastructure
investment and increased private sector investments. Government will continue to
directly invest in those areas that can boost activities that have higher multiplier effect
on growth. The ultimate intention in the long run is to reduce reliance on external
support. However, in order to finance the future national plans and realisation of the
Vision 2040, external resources will still be necessary given our currently constrained
domestic revenue efforts. Alternative sources of financing are forth coming but
scarce and a number of Development Partners are now offering commercial terms for
large-scale projects. Government will complement the external financing by issuing
government securities in the domestic market but in manageable amounts while
being mindful of the macroeconomic implications. Furthermore, interventions towards
supporting tax administration and policy are being made to increase domestic revenue
mobilisation.

In FY 2020/21 and the medium term, Government shall continue to prioritize
concessional financing as the preferred means of meeting its financial and development
requirements Government borrowing strategy will be to reduce the debt service cost
by developing an external and domestic debt borrowing plan that is directly derived
from the MTDS and ensure that the financing needs are met at the lowest possible
cost aimed at reducing debt service spikes and policy reversals. The domestic debt
refinancing risk will be managed by issuing longer dated securities and reducing the
issuance of T- Bills
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Ministry Of Finance, Planning and Economic Development

ANNEX 1 b: Budget Support FY 2019/20 -
FY 2023/24

b ) e ) b
c c c c c
[} [ [ [0 [} -
Bugget | E | LE | LE | LB, uEe| B
Donor Support Ao | Re8 | el | Beo | Resl S
Programme V35 V39 93| $23Q0 | §2m| o
- L aog aoq aoqg | Qag o
o020 o020 o020 o200 | 020 o
LON LON LOWN LOWN LON -
Austria JLOS 2.37 - - - G
World Bank | GBS (Education | 4 5, 4951 4951 ; L
and Health)
o/w Health 12.69 12.69 12.69
o/w Education 33.85 33.85 33.85
o/w MoFPED -
Management& 296 296 296
Assessment
Support
World Bank UGIFT - AF 42.50 72.50 72.50 62.50 L
TDB/Stanbic | GBS 600.00 - - - - L
EU JLOS 1217 1217 G
EU Accountability 11.63 11.63 G
Fiscal
Decentralisation
EU . 11.00 13.20 11.00 G
and service
delivery
Total 675.68 126.81 135.21 83.50 62.50
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Ministry Of Finance, Planning and Economic Development

ANNEX 5: MDAs AUTHORISED TO RECEIVE
GRANTS

PROJECT

UsD

equivalent

Equal Opportunities
Commission

Women In Public Sector Project (Wips)

‘ AMOUNT ‘

EUR 50,000

55,822.50

2 KCCA

Finance The Program On Local Finances
For Sustainable Urban Development In
The Greater Kampala Metropolitan Area
(Gkma)

EUR 3,858,671

4,308,013.24

3 KCCA

Preparation Of The New Integrated
Development Strategy FY 2020/21-
2025/26 And Reviewing And Initiating
The Implementation Of Capacity
Measures

GBP 300,000

392,823.00

4 KCCA

Digital Reward System For Sanitation In
Formal Settlements

USD 100,000

100,000.00

5 hanamy\bet

A Grant From The Alliance For A
Green Revolution In Africa (Agra)

For Strengthening National Seed
Certification Service Project In Uganda
Project.

UsD 939,200

939,200.00

6 Mbale Hospital

Assorted Investigations And Support
Clinical Care For The Newborns For
A Period Of Five Years On Behalf Of
Government Of Uganda.

EURO 101,790.54

113,644.05

7 MOTWA

Development Of The Conservation
Management Plan For Uganda National
Museum Building

USD 135,000

135,000.00

8 MUST

Strengthening And Scaling Up Medical
Simulation-Based Interventions To Save
Life In Africa

CAD 2,664,631

2,664,631.00

9 MUST

Assorted Investigations And Support
Clinical Care For The Newborns For A
Period Of Five Years.

EUR 101,790.54

113,644.05

10 MUST

Piloting A Vision Centre In Rural South
Western Uganda

EUR 45,789

5112113

il MUST

Piloting A Vision Centre In Rural South
Western Uganda Project

EUR 45,789

5112113

12 MUST

East African Regional Network Of
Excellence In Diary Training

EURO 34,965

39,036.67

13 MUST

Antenatal Couples Counseling

EURO 78,237

87,347.70

14 MUST

Salary Support For The Global Medicine
Resident Supervisor For Mbarara
University Of Science And Technology

UGX 22,007,094

6,004.32

15 MUST

Exploring The Ancillary Systems And
Process Required To Make A Point Of
Care HIV lviral Load Testing Effective In
Rural Western Uganda Study

UsD 10,562

10,562.00

e
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Ministry Of Finance, Planning and Economic Development

UsD
equivalent

PROJECT AMOUNT ‘

Diversity Of Aspergillus Species And
Aflatoxic Contamination Along Maize
And Groundnut Value Chains In Eastern
And Southern Africa

16 MUST USD 107103

107103.00

Grant From The National Institute Of
Mental Health In The United States To
17 MUST Carry Out The Social Networks, HIV UsD 141,678
Stigma, And The HIV Care Cascade In
Rural Uganda.

141,678.00

Grant From The ViiV Healthcare In The
United Kingdom To Undertake A Study
18 MUST Entitled “Population Effectiveness Of USD 153,321.40
Dolutegravir Implementation In Sub-
Saharan Africa.

153,321.40

Resistance Testing Versus Adherence
Support For Management Of Patients
19 MUST With Virologic Failure On First Line USD 190,798
Antiretroviral Therapy In Sub-Saharan
Africa’

190,798.00

Multi-Omics Characterization Of HIV
20 MUST Associated Changes In Gut Microbiome USD 36,628

And Host Mucosal Immunity 36,628.00

Research Project For The Quality Of Life

21 | MUST And Aging With HIV In Rural Uganda

USD 465,089 465,089.00

Grant From The National Institute
Of Alcohol And Alcoholism Of The
National Institutes Of Health In The
22 MUST United Nations To Undertake The USD 49,128
Mobile Technology To Extend Clinic-
Based Alcohol Counselling For HIV+S In
Uganda (EXTEND).

49128.00

Grant From The National Institute Of
Alcohol And Alcoholism Of The National
Institutes Of Health In The United

= MILET Nations For Undertaking The “Drinkers’ UEDIEs 577
Intervention To Preventive Tuberculosis

(DIPT).”

55,577.00
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PROJECT

AMOUNT ‘

UsD
equivalent

Improve Competitiveness And
Productivity Of The Beef Sub-Sector
24 | NARO Through Fostering Gender Responsive, EUR 1,511,140 1,687112.25
Inclusive And Sustainable Rangeland,
Agro-Forestry And Water Resources
Management
25 NARO U'ganda Feed The.Fluture Agriculture USD 1,250,000 1250,000.00
Field Support Activity
Improving Scalable Banana Agronomy
26 NARO For Small Scale Farmers In Highland UsD 150,790 150,790.00
Banana Cropping System In East Africa
“Enhancing Climate-Resilience Of
Agricultural Livelihoods Education And
27 NARO Research To Improve Climate Change USD 295,385 295,385.00
Adaptation- Uganda” On Behalf Of
Government Of Uganda
Exploring Wide Crosses Derived Crop
Biodiversity (Sorghum X Maize) For
28 NARO Climate Resilience And Food Nutrition USD 404,032 404,032.00
Security In Eastern And Southern Africa”
29 NARO Development Of Lete_Bhght Resistant USD 58,905 58.905.00
Potato Biotech Varieties
30 | NARO Harvest Plus Program® From The USD 67,395 67,395.00
International Foods Policy Institute.
Safeguarding Crop Diversity For Food
Security: Pre Breeding Complimented
ol NARE With Innovative Finance: The Finger Ll gs 7os 2570800
Millet Component
National Institute of Serial Killers To Mosquitos; The Spatial
32 Allergy and Infection | Targeting Of Larval Habitats In Rural USD 19,062 19,062.00
Disease (USA) Uganda using Geographical Profiling
Uganda Cancer Understanding Disease Pathogenesis To
33 Inztitute Develop Targeted Treatments For African | POUNDS 15,000 19,64115
Children With Burkitt Lyphoma
Uaanda Cancer Validation Of Cell-Free DNA Methylation
34 ga Markers For Minimally Invasive Detection POUNDS 19,970 26,148.92
Institute :
Of Prostate Cancer Institute
Uganda Cancer Integrated Global Control And
35 Inititute Prevention Of HPV Related Diseases And UsD 117,000 117,000.00
Cancer
26 Uganda Cancer AMC—O98, AMC-099 And AMC USD 200,000 200,000.00
Institute Fellowship

e
-
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PROJECT

AMOUNT

equivalent

27 qunda Cancer Deyelopmeht A.nol Implementation Of A USD 410,000 410,000.00
Institute Patient Navigation Program
Randomized Trial To Evaluate Mirasol
Uganda Cancer Whole Blood Pathogen Reduction
38 ga Technology System To Reduce Malaria UsSD 50,000 50,000.00
Institute . ) )
And Emerging Transfusion Transmitted
Infections
Uganda Cancer Optimizing Nephroblastoma Treatment
& Institute Outcomes In Uganda Children s 52 Ao SzAbzon
A Pilot Study To Measure Nutrition
Uganda Cancer Status And Treatment Outcomes In
40 In%titute Pediatric Oncology Patients In Uganda UsD 70,67.67 7067.67
Cancer Institute And Buganda Medical
Centre
41 \évjjt'so District Local | 15un council Infrastructure EURO 4,353,479 |  4,860,44163
TOTAL 20,026,383.81

Note: exchange rate used as at 31°t Dec 2079
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ANNEX 6: CLIMATE FINANCE PROJECTS

. . National/ Al elBEE Disbursement
Project Title Regional Amount Amount Rate (%)
()
(US$) (US$)
Green Climate Fund (GCF)
Arbaro Fund - Sustainable Forestry Fund N 25,000,000 - 0
Climate Investor One R 100,000,000 21,487,762 21.5
Transforming Financial Systems for Climate R 271,493,212 - @)
Green Climate Fund Readiness Project N 700,593 125,598 17.9
Acumen Resilient Agriculture Fund (ARAF) R 26,000,000 1,876,821 7.2
Geeref Next R 265,000,000 0]
Building Resilient Communities, Wetland
Ecosystems and Associated Catchments in N 24.140,000 4,400,104 18.2
Uganda
Universal Green Energy Access Programme _
(UGEAP) R 80,000,000 0]
GCF TOTAL 792,333,805 27,890,285 3.5
Global Environment Facility (GEF)
AFRN Rift Geothermal Development Facility R 6,477,500 4,728,575 73
Cogen for AFR R 6,120,966 5,264,031 86
Promoting Energy Efficiency and Renewable
Energy in Buildings in Eastern AFR R 3,226,300 2839144 &8
AFLDC: Capacity Strengthening and
Technical Assistance for the Implementation
of Stockholm Convention National R 5,500,000 2,475,000 45
Implementation Plans (NIPs) in African Least
Developed Countries (LDCs) of the COMESA
Conservation and Sustainable Use of the
Threatened Savanna Woodland in the Kidepo N 3,500,000 2,555,000 73
Critical Landscape in North Eastern Uganda
Support to GEF Eligible Parties (LDCs &
SIDs) for the Revision of the NBSAPs and
Development of Fifth National Report to the X TATTEUR SeezieEd g
CBD - Phase
Addressing barriers to the adoption of
improved _charcoal production technolog[es N 3,938,000 3071640 78
and Sustainable Land Management practices
through an integrated approach

e
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Funding Disbursed
Amount Amount
(US$) (US$)

Disbursement
Rate (%)

National/

Project Title Regional

Demonstration of effectiveness of diversified,
environmentally sound and sustainable
interventions, and strengthening national
;apaoty for innovative implementation of R 10,629,500 2444785 23
integrated vector management (IVM) for

disease prevention and control in the WHO
AFRO Region

Continuing Regional Support for the POPs
Global M_om’_corlng Pla_n under_ the Stockholm R 4,628,800 3564176 77
Convention in the Africa Region

Support to GEF Eligible parties for Alignment
of National Action Programs and Reporting R ) 0]
process under UNCCD 150,000

Integrated Landscape Management for
Imp_ereoI Iflvellhoods and Ecosystem N 1829.000 969,370 5%
Resilience in Mount Elgon

Development of Minamata Convention on

Mercury Initial Assessment in Africa. Africa | R 1,000,000 - 0
Knowledge for Action: Promoting Innovation R as
among Environmental Funds 999,998 879,998

Umbrella Programme for Biennial Update

Report to the United National Framework R 15711696 . 0

Convention on Climate Change

Support to Preparation of the Third National
Biosafety Reports to the Cartagena Protocol R 1498562 _ @)
on Biosafety - AFRICA REGION ’ ’

Fostering Sustainability and Resilience for
Food Security in Karamoja Sub region 8,000,000 160,000

Development of National Action Plan for
Artisanal and Small-Scale Gold Mining in Africa 4,380,000 -

Technology Needs Assessment Phase Il (TNA
Phase Il 6,799,950 679,995

Energy for Rural Transformation Project
(Phase 1) 8,900,000 4,183,000

Support to Eligible Parties to Produce the
Sixth National Report to the CBD (Africa-1) 2,150,033 -

Support to Preparation of the interim National

report on the implementation of the Nagoya R 1565.850 _ (0]
Protocol ’ ’

GEF Support to UNCCD 2018 National
Reporting Process - Umbrella IV 1,750,000 -

Reducing Vulnerability of Banana Producing
Communities to Climate Change Through

Banana Value Added Activities - Enhancing 2,920,000 -
Food Security and Employment Generation

Integrating Climate Resilience into Agricultural
and Pastoral Production in Uganda, through

a Farmer/Agro-pastoralist Field School 7,086,838 -
Approach
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. . National/ ALl el e Disbursement
Project Title Regional Amount Amount Rate (%)
(Us$) (Us$)
Strengthening the Capacity of Institutions
in Uganda to Comply with the Transparency N 1150.000 ) 0]
Requirements of the Paris Agreement T
SlFF e 117,390,793 | 39,647,398 e
Adaptation Fund (AF)
Technical Assistance Grant for ESP and Gender N 25,000 0 0]
Djibouti, Kenya, Sudan and Uganda -
Strengthening Drought Resilience for Small
Holder Farmers and Pastoralists in the IGAD R 1B07,540 2, 10L{000 el
Region
Adapt|ng to Climate Change in Lake Victoria R 5.000.000 3,249 021 65
Basin
Agricultural Climate Resilience Enhancement
Initiative (ACRE!) (Ethiopia, Kenya, Uganda) R SB0L000 G200 =0
Enhancing resilience of communities to climate
change through catchment-based mtegrated_ N 7751.000 6,300,000 813
management of water and related resources in
Uganda
AF TOTAL 32,655,540 17,769,021 54
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Ministry Of Finance, Planning and Economic Development

ANNEX 8: State-Owned Enterprises and
Extra-Budgetary Units

State-Owned Enterprises and Extra-Budgetary Units

Atomic Energy Council

Uganda Broadcasting Corporation

Bank of Uganda

Uganda Coffee Development Authority

Bukalasa Agricultural College

Uganda Communications Commission

Capital Markets Authority

Uganda Cotton Development Organization

Electricity Regulatory Authority

Uganda Cranes Limited

Engineers Registration Board

Uganda Development Bank Limited

Fisheries Training Institute

Uganda Development Corporation

Hotel and Tourism Training Institute (Former
crested crane Hotel & Tourism)

Uganda Electricity Distribution Company Ltd

Housing Finance Bank

Uganda Electricity Generation Co. Ltd

Insurance Regulatory Authority

Uganda Electricity Transmission Company Ltd

Islamic University of Uganda

Uganda Energy Credit Capitalisation Company
(UECCO)

Joint Clinical Research Centre

Uganda Export Promotion Board

Kyambogo Univeristy

Uganda Institute of Information &
Communications Technology

Law Development Centre

Uganda Investment Authority

Lugogo Vocational Training Institute

Uganda Livestock Industries

Makerere Univeristy Business School

Uganda Management Institute

Makerere University

Uganda Medical and Dental Practitioners
Council

Management Training and Advisory Centre
(MTAO)

Uganda National Chambers of Commerce

Mandela National Stadium

Uganda National Council for Disability

Nakawa Vocational Training Institute

Uganda National Council for Women

Report on Public Debt, Guarantees, Other Financial Liabilities
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Ministry Of Finance, Planning and Economic Development

State-Owned Enterprises and Extra-Budgetary Units

Nakivubo War memorial stadium

Uganda National Council of Science and
Technology

National Council for Children

Uganda National Cultural Centre

National Council for Higher Education

Uganda National Examinations Board (UNEB)

National Enterprise Corporation

Uganda National Health Research Organization

National Housing and Construction company

Uganda National Youth Council

National Leadership Training center

Uganda Petroleum Institute Kigumba

National Library of Uganda

Uganda Pharmaceutical Society

National Medical Stores

Uganda Printing and Publishing corp.

National Social Security Fund

Uganda Property Holdings Ltd

National Water and Sewerage corporation

Uganda Railways Corporation

New Vision Printing &Publishing Co.Ltd

Uganda Retirement Benefits Regulatory
Authority

Nile Hotel International Itd

Uganda Tea Development Authority

Post Bank Uganda

Uganda Tourism Board

Posta Uganda

Uganda Trypanasomiasis Control Council

Pride Microfinance Uganda Limited

Uganda Virus research Institute

Rift Valley Railways

Uganda Wildlife Authority

Uganda Air Cargo

Uganda Wildlife Education Center

e
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Ministry Of Finance, Planning and Economic Development

ANNEX 9: FY 2020/21 Borrowing Plan

Borrowing Instruments F.Ii-x::c;fg UGX usbD Pen;:::rt:ge
IDA/ADF_Fixed External 2,469,879.08 650.85 12.60%
Conc_Fx External 1,786,553.50 470.78 9.10%
Semi-Conc_Fx External 792,686.90 208.89 4.00%
Semi-Conc_Var External 482,508.53 12715 2.50%
Non-Conc_Fx External 457,159.34 120.47 2.30%
Non-Conc_Var External 1,554,341.76 409.59 7.90%
Comm_Fx External 685,739.01 180.7 3.50%
Comm_Var External 914,318.68 240.94 4.70%
Total External 9,143,186.80 2,409.37 46.50%
91 & 182 T-Bills_Fixed Domestic 1157153.86 304.93 5.90%
364 T-Bills_Fixed Domestic 4,733,811.23 1,247.43 2410%
T-Bond 2&3 YR_Fixed Domestic 1157153.86 304.93 5.90%
T-Bond 5 YR_Fixed Domestic 841,566.44 221.77 4.30%
T-Bond 10 YR_Fixed Domestic 1,051,958.05 27721 5.40%
T-Bond 15 YR_Fixed Domestic 1,051,958.05 277.21 5.40%
T-Bond 20 YR_Fixed Domestic 525,979.03 138.6 2.70%
Total Domestic 10,519,580.51 2,772.07 53.50%
Total Gross Borrowing 19,662,767.31 5,181.44 100.00%
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Ministry Of Finance, Planning and Economic Development

ANNEX 10: Glossary of Debt Terms

Average Time to Maturity (ATM): This provides an indicator for the average life of debt. It
measures the average length of time it takes for debt instruments to mature and therefore
the extent of the refinancing risk exposure. A long ATM implies lower refinancing risk
exposure, and vice versa.

Average Time to Re-fix (ATR): ATR provides a measure for the average length of time it takes
for interest rates to be reset. The longer the period, the lower the interest rate exposure.

Bilateral Creditor: A type of creditor in the context of external debt. Official Bilateral creditors
include governments and their agencies, autonomous public bodies or official export credit
agencies.

Borrower (debtor): The organization or the entity defined as such in the loan contract, which
usually is responsible for servicing the debt.

Bullet Repayment: The repayment of principal in a single payment at the maturity of the debt.

Concessional Loans: These are loans extended on terms substantially more generous than
market loans. Concessionality is achieved either through interest rates below those available on
the market or by longer grace periods, or a combination of these. Concessional loans typically
have long grace period.

Creditor: The organization or entity that provides money or resources and to whom payment
is owed under the terms of a loan agreement. It’s an entity with a financial claim on another
entity.

Debt Default: Failure to meet a debt obligation payment, either principal or interest

Debt Disbursed and outstanding: The amountthat has been disbursed from aloan commitment
but has not yet been repaid or forgiven.

Debt Refinancing: Debt refinancing involves the replacement of an existing debt instrument
or instruments including any arrears with a new debt instrument or instruments.

Debt Service: Refers to payments in respect of both principal and interest. Actual debt
service is the set of payments actually made to satisfy a debt obligation, including principal,
interest, and any late payment fees. Scheduled debt service is the set of payments, including
principal and interest, which is required be made through the life of the debt.

Debt: All Liabilities that are debt instruments.

Disbursed Loans: The amount that has been disbursed from a loan but has not yet been
repaid forgiven.

Domestic debt stock/GDP: This is a commonly used measure of the level of domestic debt
relative to the size of the economy.

Domestic debt stock/Private Sector Credit (PSC): This ratio helps monitor the extent to which
government borrowing may be crowding out the provision of credit to the private sector.
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Domestic Debt: Debt liabilities owed by residents to residents of the same economy.

Domestic Interest Cost/Domestic Revenue (excluding grants): This ratio captures the budget
sustainability of the domestic debt burden. The benchmark captures the relatively higher
risk of accumulation of domestic debt in Uganda due to the relatively low level of Domestic
revenue to GDP.

Domestic Interest Cost/Total Government expenditure: This ratio describes the share of
total government expenditure that is directed to pay domestic interest costs. This therefore
provides an indication of the extent to which available resources are used to meet finance
costs at the expense of growth enhancing activities. The higher the ratio, the higher will be the
risk of holding back economic growth.

External Debt: At any given time, is the outstanding amount of those actual current, and
not contingent, liabilities that require payment(s) of interest and/or principal by the debtor at
some point(s) in the future and that are owed to non-residents by residents of an economy.

Face Value: Face value is the undiscounted amount of principal to be paid to the holder at
maturity (e.g., the redemption amount of a bond).

Gross Domestic Product (GDP): Essentially, the sum of the gross value added of all resident
producer units plus that part (possibly the total) of taxes on products, less subsidies products,
that is not included in the valuation of output.

Interest: This is a form of investment income that is receivable by the owner of financial
assets for putting such assets and other resources at the disposal of another institutional unit.

International Monetary Fund (IMF): Following the Bretton Woods Accords and established
in 1945, the IMF is a cooperative intergovernmental monetary and financial institution with
187 member countries. Its main purpose is to promote international monetary cooperation so
to facilitate the growth of international trade and economic activity more generally. The IMF
provides financial resources to enable its members to correct payments imbalances without
resorting to trade and payments restrictions.

International Development Association (IDA): IDA, established in 1960, is the concessional
lending arm of the World Bank Group. IDA provides low- income developing countries
(economies) with long- term loans on highly concessional terms typically, a ten-year grace
period, a 40-year repayment period, and only a small servicing charge.

Multilateral Creditors: These creditors are multilateral financial institutions such as the IMF
and the World Bank, as well as other multilateral development banks.

Nominal Value: The nominal value of a debt instrument is the amount that at any moment in
time the debtor owes to the creditor at that moment; reference to the terms of a contract the
debtor and creditor typically establish this value. The nominal value of a debt- instrument the
value of the debt at creation, and any subsequent economic flows, such as transactions (e.g.,
repayment of principal), valuation changes

Percent maturing in any year after year one: To avoid refinancing requirements being
particularly concentrated in any single year, it is recommended to spread maturities evenly
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over the maturity curve. This risk control measure helps prevent rollover risk from being simply
shifted to a later period, for example from year one to year two.

Percent Maturing in One Year: This is the share of debt maturing in the next twelve months.
High proportions are indicative of high levels of interest rate or rollover risk. The risk is more
pronounced in less liquid markets.

Present Value (PV): The present value (PV) is the discounted sum of all future debt
service at a given rate of interest. If the rate of interest is the contractual rate of the debt, by
construction, the present value equals the nominal value, whereas if the rate of interest is the
market interest rate, then the present value equals the market value of the debt.

Principal Outstanding: The amount of principal disbursed and not repaid.

Principal Repayment: The payments that are made against the drawn and outstanding amount
of the loan

Share of Bonds/Bills: A target for the share of Treasury bonds to bills outstanding within the
domestic debt stock acts as a useful rule of thumb to help in achieving the benchmarks for
managing refinancing risk.

Short-Term Debt: Debt that has maturity of one year or less. Maturity can be defined on
either an original or a remaining basis.

Spread (Margin): A percentage to be added to some defined base interest rate, such as LIBOR,
to determine the rate of interest to be used for a loan.

Stock of Debt: The amount outstanding as of a moment of time.

Treasury Bills: Negotiable securities issued by the government. In general, these are short-
term obligations issued with maturity of one year or less. They are traded on a discount bases.

Treasury Bonds: Longer Term securities compared to Treasury Bills. Usually more than a year.

(Footnotes)
1 This includes Bank of Uganda Capitalisation

2 This excludes domestic debt amortization
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