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FOREWORD

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. The 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 1% 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”.

I 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 grants received by
Government during FY 2020/21as at end February 2021.

For God and My Country.

N

Matia Kasaija (M.P)
MINISTER OF FINANCE, PLANNING AND ECONOMIC DEVELOPMENT
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EXECUTIVE SUMMARY

The total stock of outstanding Government domestic debt at cost as at 31% December 2020, increased by
27.3 percent to UGX 22,127 billion from UGX 17,376 billion as at 31% December 2019. This increase is
attributed to the need by Government to fund activities to combat the COVID-19 pandemic. The ratio of
Treasury Bills to Treasury Bonds stood at 26:74. The Public Debt Management Framework stipulates a
ratio of 30:70 for Treasury Bills to Treasury Bonds which indicates the preference for issuance of long
term instruments relative to short term instrument in a bid to minimize costs risks.

As at 31% December 2020, the total outstanding external debt stock i.e. debt disbursed and outstanding
(DOD) stood at USD 11.86 billion. Of this, 62.9 percent (USD 7.352 billion) is debt from Multilateral
Creditors, 29.5 percent (USD 3.442 billion) from Bilateral Creditors and 7.6 percent (USD 0.885 billion)
is debt from Commercial Banks.

During FY 2020/21 as at 31% December 2020, domestic debt issued at cost amounted to UGX 11,744
Billion of which UGX 7,433 Billion (54.1 percent) was for redemptions and UGX 6,311 Billion (45.9
percent) was for Net domestic financing.

External resources mobilized during the financial year under review, as at 28" February 2021 amounted
to USD 846.19 million. New loans equivalent to USD 611.63 million were approved by Parliament as
compared to USD 2,878.67 million approved in FY 2019/20. This reduction in approval of loan financing
is attributed to Government being cautious about the rising debt-to-GDP ratios amidst the COVID-19
pandemic which impacted on growth and locally mobilised revenues.

Grants worth USD 234.56 million were committed during the FY 2020/21. 71 percent of this financing
was towards Works and Transport sector with focus in improving the road network in Refugee Hosting
Districts.

Since the outbreak of COVID-19 pandemic and the Government instituted lock-down to curb the spread
of the virus, Government has received numerous support from both international and local community.
The World Bank and International Monetary Fund supported Uganda with loans amounting to USD 300
million and USD 498.2 million respectively. This support boosted Government’s economic recovery
programmes.

According to the OECD-DAC database, Uganda received USD 58.233 million in form of Technical
Assistance. Majority of this support is registered outside Government systems and hence the reliance
of information from OECD. Government therefore urges Development Partners to report this support
through the Aid Management Platform for ease of tracking. Support managed outside Government
system projected for FY 2020/21 amounts to USD 512.92 million from the Development Partners. The
support is largely directed towards the health sector with DANIDA being the largest Partner with USD
236.29 million (equivalent to 46.1 percent) followed by USAID with USD 163.88 million (equivalent to
31.9 percent).

Total Domestic arrears stock for FY 2019/20 amounted to UGX 4,144 billion of which Central Government
Arrears constituted UGX 4,113 billion (99 percent) and Local Government arrears constituted UGX
31.28 billion (1 percent).
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Ministry Of Finance, Planning and Economic Development

1.0 Fiscal Deficit financing and Public Debt in FY 2020/21

1.1 Economy

The Ugandan economy real Gross Domestic Product (GDP) grew at 3.1 percent in FY 2019/20 despite
a projected growth of 6.0 percent. This was less than half the 6.8 percent recorded in FY 2018/19.
Economic activity stalled during the latter part of FY 2019/20 due to a domestic lockdown to contain the
spread of the corona virus that lasted more than four months, border closures for all but essential cargo,
and the spill over effects of disruptions to global demand and supply chains. This resulted in a sharp
contraction in public investment and deceleration in private consumption, which hit the industrial and
service sectors hard, particularly the informal service sector.

Prior to the COVID-19 outbreak, structural transformation was driving a decline in poverty, despite a
slowdown in average economic growth over the last decade. The COVID-19 crisis however affected the
critical sectors of the economy resulting in the services sector growth declining to 3.6 percent compared
to 5.7 percent in the FY 2018/19 while the industry sector collapsed from the 10.1 percent growth in
FY 2018/19 to 2.3 percent in FY 2019/20. Household incomes fell as a result of widespread closures of
firms, job losses within industry and services, particularly the urban informal sector, and a movement
of labour back to farming. Agriculture, Forestry and Fishing sector registered a higher performance and
grew by 4.2 percent in FY 2019/20 due to increased production of cash crops, food crops and livestock on
account of favourable weather conditions and extension services by Government. However, this growth
was lower than 5.3 percent registered for FY 2018/19.

Overall economic activity was projected to be slower in FY 2020/21 because of the downturn in the
global economy triggered by the COVID-19 pandemic. Nonetheless, the economy remains resilient as
the Government has more or less fully eased the containment measures that had been instituted to manage
the COVID-19 pandemic. GDP was projected to growth to 4.5 percent in FY 2020/21 with expected
increase in production and productivity in agriculture and manufacturing with continued support from
Government interventions in improving quality agricultural inputs, provision of extension services as
well supporting irrigation to address over reliance on rain for agricultural production.

However, the projected growth for FY 2020/21 has since been revised to 3.1 percent and this is attributed
to the FY 2019/20 outturn growth performance of 2.9 percent. This was mainly on account of the tourism,
education and construction sectors which are not expected to grow significantly because of the projected
continued negative effects of the COVID -19 pandemic on these sectors. That notwithstanding with
the programmed vaccination against COVID 19 across the globe and the progress in further easements
in lock down measures, Uganda’s exports, particularly of agricultural products and manufactures are
projected to grow.

1.2 Fiscal Balance

Uganda’s fiscal deficit was projected to rise from 4.9 percent in the FY 2018/19 to 7.5 percent of the
GDP in FY 2019/20. The outturns indicate that for the FY 2019/20 the fiscal deficit was 7.4 percent of
GDP slightly lower than planned fiscal deficit. This was due to lower than anticipated expenditure for
externally financed projects, which more than offset both shortfalls in revenue and grants and the increase
in domestically financed expenditures'. In the current FY 2020/21 Uganda’s fiscal deficit is estimated at
8.6 percent of the GDP, this is high compared to the 3 percent level where it should be.

Government’s prioritization of improvement of the country’s infrastructure as a means to unlock its
potential, enhance productive capacity and increase competitiveness has led to implementation of
a number of key infrastructure projects which cannot all be fully financed from domestic revenues.
Consequently, these have been financed using borrowed resources, leading to build up in public debt in

1 Annual Macroeconomic & Fiscal Performance Report FY 2019/20
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recent years®. Cumulative fiscal deficits tantamount in public debt and the effects of budget deficits on the
economy largely depend on the financing sources. The financing of the loans is considered variedly from
concessional, semi concessional and non-concessional.

There is also risk to debt sustainability with 55 percent of the revenue being collected going into debt
servicing thus creating the problem of the lack of liquidity. Externally financed projects in FY 2020/21
are expected to cost UGX 9,515.3 billion, and projected to reduce to UGX 8,365.6 billion in FY 2025/26.
This is on the assumption that some big infrastructure projects will be complete and domestic revenue
will have increased.

The fiscal deficit for the first half of the FY 2020/21 was financed through borrowing from the domestic
market as well as from external sources. Government received loan disbursements from external
development partners amounting to UGX 3,616.9 billion, representing a performance of 76.7 percent. Of
this amount, UGX 1,344.1 billion was in form of budget support loans while UGX 2,153.9 billion was
concessional borrowing tied to particular development projects. During the period, UGX 4,264.4 billion
was raised from the domestic market to fund activities in the budget.

The December 2020 Debt Sustainability Analysis (DSA) noted an accelerated pace in government
borrowing which has translated into higher debt matrix and increased vulnerabilities to the debt outlook,
emerging from slow growth of exports and the increasing debt service burden. Public debt accumulation
continues to be cautiously managed and thus Uganda’s debt remains sustainable in the medium to long
term. The stock of total public debt grew from USD 12.55 billion at end June 2019 to USD 15.27 billion
(UGX 56.94 trillion) by end June 2020, representing an increase of 21.7 percent. This represents an
increase in nominal debt to GDP from 35.3 percent in June 2019 to 41.0 percent in June 2020; while in
in present value terms amounted to 31.8 percent of GDP up from 26.7 percent the previous financial year.
As aresult of increasing vulnerability, the risk of debt distress has increased from low to moderate.

To enhance debt sustainability, Government will continue to work towards accelerating economic
growth and also slow down the pace of contracting commercial external financing and domestic debt
which are associated with high interest costs and relatively short maturity periods. In order to reduce the
reliance on borrowing. Government is committed to increasing domestic resources by fast tracking the
implementation of the Domestic Revenue Mobilization Strategy, which addresses major bottlenecks/
inefficiencies in tax administration®.

2 December 2020 Debt Sustainability Analysis
3 Half Year Macroeconomic & Fiscal Performance Report 2020/21
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2.0 Domestic Debt

2.1 Domestic Debt Stock

The methods of borrowing to finance the Government’s fiscal deficit are external financing and domestic
borrowing. Government borrows from the domestic market through short term instruments (Treasury
bills) with a maturity period of not more than 12 months, and long-term instruments (Treasury bonds)
with a maturity period of more than 1 year. Despite Government’s continued interventions to reduce
public debt, the outbreak of the COVID-19 in the FY 2019/20 necessitated increased public expenditure
to combat the negative effects of the pandemic, and this increased expenditure was partially financed by
domestic borrowing.

Table 2.1: Stock of Domestic Debt at cost as at 31 December 2020
End December 2019 End December 2020

Total T-Bills 4,273 1,166 5,549 1,520
% Domestic Debt Stock 25% 24%

Fiscal Bond 11,943 3,258 15,508 4,249
Recapitalised T-bonds 1,160 317 1,642 450
Total T-bonds 13,103 3,575 17,417 4,772
% Domestic Debt 75% 76%

Total Domestic Debt (UGX Bn) 17,376 4,741 22,966 6,292

Source: MoFPED

Table 2.2: Domestic Debt Stock by tenor at Cost (UGX) as at 31 December 2020

Instruments Maturity Period ‘ UGX Bn ‘ USD Bn ‘ Percentage of the Total Stock
91 days 105.12 0.029 0%
182 days 468.54 0.128 2%
364 days 4,975.16 1.363 22%
T bills 5,548.82 1.520 24%
2 years 1,376.05 0.377 6%
3 years 1,596.35 0.437 7%
4 years 871.73 0.239 4%
5 years 2,894.94 0.793 13%
6 years 675.14 0.185 3%
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Instruments Maturity Period ‘ UGX Bn ‘ USD Bn ‘ Percentage of the Total Stock

8 years 36.17 0.010 0%

9 years 1,075.82 0.295 5%
10 years 3,573.25 0.979 16%
11 years 810.02 0.222 4%

14 years 1641.85 0.450 7%

15 years 2,239.57 0.614 10%
20 years 626.21 0.172 3%
Total Bonds 17,417 4.772 76%
Total Stock 22,966 6.292 100%

Source: MoFPED

As shown in tables 2.1 and 2.2, the total domestic debt stock as at 315 December 2020 stood at UGX.
22,966 Billion. Treasury bills as a percentage of the total domestic debt stock were 24 percent as at end
December 2020 while the Treasury bonds were 76 percent. Relative to December 2019 when Treasury
Bonds accounted for 75 percent of the stock, there was an increase in the stock of Treasury Bonds in 2020
which is in line with Government’s deliberate effort to increase the average maturity of debt by issuing
longer dated instruments.

2.2 Domestic Debt Trends

As at end December 2020, the total outstanding stock of Government Domestic Debt at cost increased
by UGX 5,590 billion from UGX 17,376 billion as at the end December 2019 to UGX 22,966 billion at
the end of December 2020. This is as a result of the increase in the Net Domestic Financing (NDF) over
the years and the Government’s deliberate effort to issue longer dated instruments explains the significant
increase in the treasury bonds as compared to treasury bills as shown in Figure 2.1.

Figure 2.1: Trend of Domestic debt at cost in UGX billion
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2.3 New Domestic Debt issued during FY 2020/21

The total debt issued at cost between July 2020 and end December 2020 was UGX 7,475 billion whereby,
the redemptions accounted for 43 percent (UGX 3,212 billion) and Net Domestic Financing (NDF)
requirements accounted for 57 percent (UGX 4,264 billion) as shown in Table 2.3.

Table 2.3: New domestic debt issued in FY 2020/21 as at 31° December 2020

‘ Planned Issuance (UGX) ‘ Actual Issuance (UGX)
Redemptions 3,212 3,212
NDF 2,764 4,264
Total 5,976 7,476

Source: MoFPED

In the Table 2.3, the planned total issuance was UGX 5,976 billion vis a vis the actual issuance was UGX
7,476 billion as at 31% December 2020. However, the NDF target for FY 2020/21 was revised upwards
from UGX 3,054.18 billion to UGX 6,312.8 billion. This was to cater for Government’s urgent funding
requirements. Therefore, issuance was frontloaded into the first half of the FY 2020/21 to meet the
resource needs.

2.4 Domestic Debt Service

As at 31 December 2020, UGX 3,212 billion had been cleared in redemptions. The outstanding principal
repayments to be made by Government in the medium term are projected to decrease, this is because it is
Government’s strategy to maintain net domestic borrowing at 1 percent of GDP.

Domestic debt interest payment as at end December 2020 stood at UGX 1,544.2 billion. This implies that
the domestic interest payments have increased by UGX 167.2 billion as at December 2020 compared to
December 2019 which was UGX 1,377 billion.

Interest repayment increased due to increases in both outstanding stock and increases in interest rates.
The increase in stock was driven by increases in the levels of borrowing. The rise in interest rates were
due to disruptions of the COVID-19 pandemic and the election cycle.

2.5 Market Developments

i.  Effective October 2020, Primary Dealer reforms were rolled out. This majorly involved restricting
primary dealer commercial banks to only seven (7). These reforms are aimed at increasing
secondary market trading and liquidity.

ii.  Government plans to introduce a mobile platform for investment in Government securities. This
is to enable increased saving and retail participation in Government securities.

iii.  Introduction of new financing instruments is also being planned with an aim of bringing portfolio
diversification and increasing the average maturity of domestic debt. A 20-year bond was
introduced in FY 2020/21 and government plans to introduce an Infrastructure Bond in the short
term.
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3.0 External Debt

The outstanding debt stock as at 31 December 2020 stood at USD 11.68 Billion. This represents a
growth of 33 percent as compared to the position as at 31% December 2019, as shown in Table 3.1.

Table 3.1: External Debt Developments as at 31 December 2020 in USD billion

Outstanding | Outstanding Share of
Including Including % Undisbursed| Undisbursed Undisbursed
Arrears Arrears Change | Dec 2019 Dec 2020 Dec 2020
Dec 2019 Dec 2020
G.TOTAL 8.75 11.68 33% 4.45 4.55 100%
BILATERAL 3.05 3.44 13% 1.67 2.06 40%
ABU DHABI FUND 0.00 0.01 141% | 0.01 0.00 0%
AFD 0.15 0.18 18% 0.39 0.40 10%
EXIM BANK OF
CHINA 2.32 2.54 9% 0.63 0.85 21%
EXIM BANK OF
KOREA 0.03 0.03 5% 0.00 0.00 0%
GOVT OF NIGERIA 0.01 0.01 0% - 0.00 0%
IRAQ FUND 0.00 0.00 -18% - 0.00 0%
JBIC 0.10 0.08 -13% - 0.00 0%
JICA 0.21 0.23 9% 0.32 0.33 8%
KFW 0.00 0.15 0.16 4%
KUWAIT FUND 0.04 0.04 -3% 0.01 0.01 0%
MIN FOR AFF
AUSTRIA 0.00 0.00 -21% - 0.00 0%
SAUDI ARABIA FUND | 0.04 0.04 -1% 0.01 0.01 0%
UKEF 0.15 0.30 97% 0.15 0.30 7%
COMMERCIAL
BANKS 0.08 0.89 1012% | 0.09 0.05 1%
AKA 0.01 0.01 10% 0.00 0.00 0%
COMMERZ BANK 0.00 0.00 10% 0.03 0.04 1%
SBSA 0.00 0.37 0.00 0%
STANDARD
CHARTERED 0.07 0.14 95% 0.05 0.01 0%
TDB (PTA) 0.00 0.37 0.00 0%
MULTILATERAL 5.62 7.35 31% 2.70 2.44 59%
AfDB 0.11 0.17 53% 0.20 0.23 6%
AfDF 1.33 1.44 9% 0.48 0.43 10%
BADEA 0.06 0.06 1% 0.03 0.03 1%

Report on Public Debt, Guarantees, Other Financial Liabilities and Grants for FY 2020/21



Ministry Of Finance, Planning and Economic Development

Outstanding | Outstanding Share of
Including Including % Undisbursed| Undisbursed Undisbursed
Arrears Arrears Change | Dec 2019 Dec 2020 Dec 2020
Dec 2019 Dec 2020
EIB 0.11 0.14 21% 0.03 0.01 0%
IDA 3.43 4.29 25% 1.52 1.12 27%
IDB 0.24 0.36 50% 0.27 0.48 12%
IFAD 0.24 0.26 10% 0.12 0.10 2%
IMF 0.52 0.00 0%
NDF 0.05 0.05 5% - 0.00 0%
OPEC FUND 0.06 0.06 3% 0.05 0.04 1%

Source: MoFPED

The increase in debt stock is mainly attributed to bullet disbursements from Trade Development Bank,
Stanbic Bank, International Monetary Fund (IMF) and the International Development Association of the
World Bank (IDA), which were all budget support financing. Project support disbursements were not
high due to the COVID-19 pandemic that affected the pace of project implementation as well as supply
of goods and services needed by the projects.

3.1 External Debt stock by creditor category

The external debt stock is dominated by the Multilateral Creditors with 64 percent of the total debt stock
followed by Bilateral creditors with 35 percent and Commercial banks with 1 percent as highlighted in
Figure. 3.1. This has relatively remained the same over the past two years.

Figure. 3.1: Share of external debt stock by creditor category as at 31* December 2020

BILATERAL
35%

COMMERCIAL
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3.2 Multilateral Creditors Composition

The debt stock of multilateral creditors is dominated by the International Development Association (IDA)
of the World Bank with 58 percent followed by African Development Fund (AfDF) with 20 percent.
These have been dominant over the past two years which is in line with government’s efforts to borrow
on concessional terms. However, there has been a 2 percent and 3 percent reduction in the share of
IDA and AfDF respectively from December 2019. This is mainly as a result of new financing from the
International Monetary Fund that has taken up 7 percent share of the multilateral creditor’s debt stock.
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3.3 Bilateral Creditors Composition

The debt stock of bilateral creditors as at 31 December 2020 is dominated by China dominates the
bilateral composition of debt stock as at 31 December 2020 with 74 percent. This is followed by United
Kingdom Export Finance (UKEF) with 9 percent and Japan International Cooperation Agency (JICA)
with 7 percent as shown in Figure 3.3. As compared to December 2019, there has been 3 percent increase
in the share by UKEF whereas the rest of the bilateral creditors have relatively maintained the same
share. This is attributed to increased disbursements from UKEF on account of full commencement of the
projects it is financing.

Figure. 3.3: Bilateral creditors’ debt stock composition as at 31 December 2020

W EXIM BANK OF CHINA ®UKEF ®JICA ®AFD ®JBIC ®SAUDIARABIAFUND ™ OTHERS

The large debt stock from China is attributed to large financing for the energy sector especially with
generation as well as electricity supply projects such as Isimba Hydro Power Dam Project, Karuma
Hydro Power Dam and Associated Transmission lines and substations Project as well as Accelerated
Rural Electrification Project
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3.4 Undisbursed Debt Stock

The undisbursed debt stock as at 31* December 2020 stood at USD 4.55 Billion. This represents a growth
of 2 percent as compared to USD 4.45 billion the position as at 31 December 2019. This therefore brings
the total external debt exposure to USD 16.23 Billion (DOD + Undisbursed). IDA, China and Islamic
Development Bank (IDB) hold the largest share of undisbursed stock with 24 percent, 19 percent and 10
percent respectively as shown in Figure 3.4.

Figure. 3.4: Share of undisbursed debt stock by creditor as at 31* December 2020

N IDA  ®EXIM BANK OF CHINA m DB ADF EAFD MJICA EUKEF ®others

The increase in undisbursed debt stock during the period under purview is attributed to the following;

1. Slow implementation of projects due to the COVID-19 pandemic which also interfered with the
supply of goods and services needed.

2. Newly signed loan financing agreements that are yet to fulfil the conditions precedent to
disbursement

In order to reduce the stock of undisbursed debt, the Ministry of Finance is closely following up Project
Implementing Agencies and other relevant stakeholders to ensure that the conditions precedent to
disbursement are fulfilled at earliest. Government of Uganda has also lifted the ban off international
movement of people into the country which should see an improvement in the supply of goods and
services necessary for project implementation.

3.5 External Debt Service

As at 31% December, 2020, the total external debt service with arrears for FY 2020/21 amounted to USD
193.72 million of which USD 108.06 million was for principal payments, USD 78.07 million for interest
payments and USD 7.59 million for payments towards commissions as illustrated in the Table 3.2;
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Table 3.2: Total debt service for FY 2020/21 as at 31 December 2020 (USD)

TOTAL DEBT
T | paip | COMMISSIONS | ey

01.07.2020 01.07.2020 31.12.2090 ARREARS

31.12.2020 31.12.2020 01.07.2020

31.12.2020
G.TOTAL 108,064,213.88 | 78,067,504.96 7,587,781.82 193,719,500.67
BILATERAL 56,712,339.76 | 37,704,442.07 4,742,590.96 99,159,372.79
ABU DHABI FUND 136,060.22 136,060.22
AFD 4,143,250.30 530,574.92 989,159.96 5,662,985.18
EXIM BANK OF CHINA 39,562,759.93 | 33,894,311.93 3,293,314.14 76,750,386.01
EXIM BANK S KOREA 134,189.70 13,321.60 147,511.29
JBIC 9,153,911.97 | 1,319,108.42 10,473,020.39
JICA 1,618,925.46 5,621.27 134.73 1,624,681.46
KFW 250,896.53 250,896.53
KUWAIT FUND 1,129,929.61 261,917.99 1,391,847.60
MIN FOR AFF AUSTRIA 533,720.79 26,951.98 560,672.77
SAUDI ARABIA FUND 435,652.01 243,927.91 679,579.92
UKEF 1,272,645.83 209,085.60 1,481,731.42
COMMERCIAL BANKS 4,041,227.16 | 16,943,659.12 1,277,047.60 22,261,933.88
AKA 90,905.53 14,376.03 105,281.56
COMMERZBANK 22,972.13 175,805.88 198,778.01
SBSA 6,680,711.28 1,031,596.32 7,712,307.60
STANDARD CHARTERED 4,041227.16 | 2,136,701.31 55,269.37 6,233,197.84
TDB (PTA) 8,012,368.88 8,012,368.88
MULTILATERAL 47,310,646.97 | 23,419,403.77 1,568,143.26 72,298,193.99
ADB 2,844,510.68 | 1,358,657.19 39,915.35 4,243,083.22
ADF 47777,957.15 | 5,287,721.56 838,282.98 10,903,961.69
BADEA 546,000.00 360,299.82 906,299.82
EIB 2,984,394.54 957,899.46 3,942,294.00
IDA 23,994,090.06 | 13,658,613.70 37,652,703.76
IDB 3,628,758.00 689,944.93 4,318,702.93
IFAD 4,540,911.72 | 1,017,918.51 5,558,830.23
NDF 1,223,340.82 198,783.57 1,422,124.39
OPEC FUND 2,770,684.00 579,509.96 3,350,193.96

Source: MoFPED

From Table 3.2, USD 99.16 million (51 percent) of the total debt service with arrears was paid out to the
Bilateral creditors, followed by USD 72.3 million (37 percent) to Multilateral creditors and USD 22.26
million (12 percent) to commercial banks.
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Exim Bank of China and IDA took the largest share of the total debt service during the first half
of the FY 2020/21 with 40 percent and 19 percent respectively whereas the share of the rest of the
Development Partners averaged at 2 percent of the total debt service.

3.6 Currency composition of External Debt

The total external debt stock as at 31 December 2020 is mainly denominated in Special Drawing Rights
(SDR) with 43 percent followed by United States Dollars with 31 percent. This is because the current
debt stock is largely from multilateral partners. The share of the EUR currency has increased by 6 percent
as compared to the status as at 31% December 2019 mainly attributed to increase in disbursements from
UKEEF. The breakdown of the currency composition is shown in Figure 3.5.

Figure. 3.5: Currency composition of External Debt as at 31* December 2020
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Note: SDR comprises of the following currencies: USD, EUR, CNY, JPY and GBP
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4.0 New External Financing

The mandate to raise loans, grants and to issue guarantees for and on behalf of the Government is solely
vested in the Minister of Finance, Planning and Economic Development. This is stipulated in the Public
Finance Management Act, 2015 (as amended), Section 36, 39 and 44. This section provides details of
the fulfilment of the above mentioned provision in the period since the publication of the previous Public
Debt, Grants and Guarantees report.

4.1 New Loans approved by Parliament in FY 2020/21

Section 36(5) of the Public Finance Management Act, 2015 (as amended), states that, “With the
exception of loans raised for the management of monetary policy or for defraying an expenditure which
may lawfully be defrayed to treasure operations, 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, the loans shown in table 4.1 have been approved by a resolution of
Parliament in the FY 2020/21 as at 28" February 2021.

Table 4.1: Loans approved by Parliament as at 28" February 2021

— Parliament
Creditor Project Name Sector %SD M illion Approval
quivalent D
ate

Upgrading Kabale-Lake Bunyonyi/ Works and

1 ADF Kisoro-Mgahinga Road project Transport 68.50 4 Aug 20
Development of Namagumba-Budadiri-
Nalugugu, Katuna-Muko-Kamuganguzi | Works and

) AIDB and Laropi-Moyo-Afoji (Sudan Border) | Transport 235.46 > Aug 20
road

3 IDA Irrlgatlon for Climate Resilience Watf:r and 169.00 25 Aug 20
Project Environment

UNICREDIT | Construction and Equipping of an

4 Bank Austria | Oncology and Diagnostic Centre in Gulu Health 8.87 S
Solar Powered Water Pumping Systems
India Exim for Providing Water Supply Systems Water and 30.00 6 Oct 20
5 Bank in Rural Sub Counties of Uganda with Environment '

Lowest Safe Water Coverage

Multi-
Competitiveness and Enterprise Sectoral i.e.
6 IDA Development Project Accountability, 99.80 6 Oct 20
Lands, Tourism
TOTAL 611.63

Source: MoFPED

The new loans approved will majorly support the development of infrastructure, irrigation systems and
Construction and equipping of an Oncology and Diagnostic Centre in Gulu aimed at increasing the
screening and diagnosis of cancer. Other loans approved will finance the road infrastructure as can be
seen in Table 4.1.
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4.1.1 New Loans approved by Creditor as at 28" February 2021

In FY 2020/21, International Development Association of the World Bank (IDA) was the dominant
Creditor to Government contributing 44 percent of loan resources mobilized followed by African
Development Bank (AfDB) which contributed 39 percent as shown in Figure. 4.1.

Figure. 4.1: Loans approved by Parliament as at 28" February 2021 split by Creditor
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4.1.2 New Loans Approved by Sector as at 28" February 2021

In the FY 2020/21, the highest portion of loans mobilized will support Works and Transport sector with
50 percent. This is support towards upgrading a number of roads as highlighted in table 4.1. Approx. 33
percent of the new loans approved were towards Water and Environment sector as shown in Fig 4.2.

Figure 4.2: Loans approved by Parliament as 28" February 2021 split by Sector
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4.1.3 New Loans approved by Parliament after publication of the FY 2019/20 Report

Section 42 (2) of the Public Finance Management Act, 2015 (as amended) requires that the Report on
the management of public debt, guarantees and other financial liabilities of Government is prepared and
submitted to by 1* April. Therefore, loans that are approved in the last quarter of the financial year are
capture in this section.
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In the last quarter of FY 2019/20, Parliament approve six (6) loans. Support from IDA and IMF was
General Budget Support to Government to recover from COVID-19 pandemic effects. Details seen in
Table 4.2.

Table 4.2: Loans approved after production of the FY 2019/20 report

. . USD M Parliament
No. | Creditor Project Name Sector Equivalent Approval Date
Balance of Payment Support .
| IMF and Budget Support Accountability 498.72 2 Jun 20
COVID-19 Economic Crisis
IDA And Recovery Development | Accountability 300.00 2 Jun 20
2. Policy Financing
Kampala Jinja Expressway
3. | AfDB . Works and Transport 229.47 2 Jun 20
Project
4. AFD - Kampala Jinja Expressway Works and Transport 100.80 2 Jun 20
France Project
Kampala City Roads
5 AfDB Rehabilitation Project Works and Transport 224.00 17 Jun 20
Kampala City Roads
6. AfDF Rl iaiion Projes: Works and Transport 51.00 17 Jun 20
TOTAL 1,403.99

Source: MoFPED

4.1.4 Loans disaggregated by funding modality

The increase in loans financing as shown in table 4.3 is partly attributed to the need by Government to
heavily finance the budget to covert the effects of COVID -19. During the FY 2019/20 over 50 percent
(USD 1,456.48 million) was for budget support mainly from IMF, World Bank, Stanbic Bank and Trade
Development Bank (TDB) to partially address the FY 2019/20 revenue shortfall and budget expenditure
pressures.

Table 4.3: Loans disaggregated by funding modality

LOANS ‘ FY 2015/16 ‘ FY 2016/17 ‘ FY 2017/18 ‘ FY 2018/19 ‘ FY 2019/20 ‘ FY 2020/21
Total Loans 1,289.00 613.20 962.80 1,392.75 2,878.67 611.63
o/w Project 1,289.00 613.20 962.80 1,192.75 1,091.92 611.63
o/w Budget Support - - 200.00 1,456.48 -

Source: MoFPED

This FY, Government is negotiating USD 650 million loan to cater for the unfunded development budget
for key priority sectors. It is also important to note that the increase in loans in FY 2019/20 is attributed
to the reduction on revenues collected and the effects of the COVID-19 pandemic that necessitated
Government to cover up the deficit. Budget support financing suppresses the project support financing
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4.1.5 Loans in pipeline

Table 4.4 provides a list of loans in pipeline that are prioritized by Government for financing and are
under various stages of preparation and approval.

Table 4.4: List of Loans in Pipeline

Project
No Creditor Project Name Sector Amount Status
EPC/Turnkey
commercial Contract
for Construction for
Malaba — Kampala SGR
China EXIM Standard Gauge Works and was signed with China
! Bank railway Transport RIDIZ 2 i Harbour Engineering
Corporation (CHEC).
Addendum to EPC
contract yet to be
signed.
Request submitted to
China Exim Bank and
UKEF for funding
To be Development of Oil | Works and Yet to be and Initiation of
2 . . procurement of Works
determined Roads — Lots 4 & 6 | Transport determined .
Contractors. Shortlisting
of Works Contractors
and Supervision
Consultants ongoing.
Development of Ministry of Water
. . Large Gravity Flow and Environment are
India Exim Water and USD 87.625 .
3 Bank Schemes to Increase Environment m currently restructuring
Safe Water Coverage the Project Appraisal
in Rural Areas Document (PAD).
4 IFAD Nat}onal Oil Seeds Agriculture SDR 723 m Before Cabinet awaiting
Project approval
5 OFID Nat}onal Oil Seeds Agriculture USD 30 m Before Cabinet awaiting
Project approval
Emergency Desert Water and Awaiting Prime Minister
6 World Bank Locusts Response Envi USD 48 m and Secretary General’s
. nvironment
project Approval
Construction and
Equipping of
Technical Institute Education and Before Cabinet awaitin
7 Saudi Fund for Vocational Sports USD 16.20 m &
: approval
Education and
Training project —
Phase I1
. Energy and . .
] KfW Mbale I.Sul.amb'uh Mineral EUR 40 m Before Cabinet awaiting
Transmission line approval
Development
””””””””””””””””””””””” nonert e e o, Gmanoen, Ger Frereiel Lot vt rms oy ooove. 18
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Project
Creditor Project Name Sector Amount Status
COVID-ID In Parliament for
9 World Bank Emergency Health USD 12.5m . )
. consideration
Response Project
Additional Financing
to the Reproductive .
10 World Bank Maternal and Child | Health USD 15 m In quhamg nt for
. consideration
Health Services
Improvement Project
Investing in Forests
11 World Bank i Pr_otected Areas Watgr il USD 78.2 m I Pa}rham.e nt for
for Climate-Smart Environment consideration
Development
Health;
Uganda Inter- fr?c]il CSatz)(;?S' In Parliament for
12 World Bank Governmental fiscal POTES; USD 240 m . .
Water and consideration
transfers — AF . )
environment;
Agriculture
Uganda Secondary . .
13 World Bank Education Expansion e Capiial USD 90 m 1 Pa}rham.e putos
Proi Development consideration
roject
. Development of Oil | Works and In Parliament for
14 China (ICBC) Roads — Lot 5 Transport USD 119.1'm consideration
Isingiro Water .
15 | AFD and Sanitation W ETET EUR69m | [ Parliament for
. Environment consideration
Infrastructure Project
16 ADB Mgter Gaugg Works and EUR193.73 m In Pgrhamgnt for
Railway Project Transport consideration
17 AfDF Mqter Gaugq Works and EUR 1074 m In Pa!rham'ent for
Railway Project Transport consideration
Corporate .
18 Internalisation Mqter Gaugg Works and EUR9.12 m In Pgrhampnt for
. Railway Project Transport consideration
fund of Spain
Corporate .
19 Internalisation Mgter Gaugg s sl EUR 16.86 m I Pa}rhamg nt for
. Railway Project Transport consideration
fund of Spain
20 AfDB Budget Support Accountability | USD 35 m In quhamg nt. for
consideration
. In Parliament for
21 TDB, Budget Support Accountability | USD 650 m . )
consideration
. - USD 166m In Parliament for
21 Afrexim Budget Support Accountability Euro 200m consideration

Source: MoFPED
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4.1.6 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 FY 2020/21 on the respective terms presented
in the Table 4.5.

Table 4.5: Creditor Terms for loans approved by Parliament in FY 2020/21 as at 28" February 2021

TERMS
Maturity Grace : Management
Period Period SI;«tfil;iStCl;::-(Ze gl(:zm::l?el;; Charges Premium
(Years) (Years) o ges p- (upfront)
Exim Bank of USD 6 months o o
R India 12 2 LIBOR+ 1.5% 0.5% 0.5%
UniCredit Bank o o EUR
2. —C 26.5 12 0.5% 0.5% 16,875
3. IDA 38 6 0.75%
4. AfDF 40 10 0.75% 0.5%
USD 6 months o o
5. AfDB 25 8 LIBOR + 1.5% 0.25% 0.25%

Source: MoFPED

4.2 Grants signed in FY 2020/21 as at 28th February 2021

Grants totalling to USD 234.56 million were committed. The Table 4.6 shows Grants that were signed as
at 28" February 2021 in FY 2020/21.

Table 4.6: Grants signed in FY 2020/21 as at 28" February 2021

S/N | DONOR | AGREEMENT TITLE SECTOR SIGNATURE | AMOUNT (USD M
DATE Equivalent)

COVID-19 Response and

Emergency Preparedness Project Health 20 Aug 20

Economic and Social Development
2 JICA Programme for provision of Health 2Sep20 3.83
COVID-19 Equipment

COVID-19 Education Response Education and
project Sports

3 IDA 26Sep20 14.70

Uganda Roads and Bridges in Works and
4 IDA Koboko —Yumbe Moyo Road 21 Oct 20 130.80

. . Transport
Corridor Project

5 gfw | Resource Enhancement Accountability | 21 Oct 20 11.78
Accountability Programme

Rural Development and Food Public Sector
6 KW Security in Northern Uganda Management 17 Dec 20 34.05
The Project for the Improvement
of National Road in Refugee- Works and
7 Jica Hosting Areas of West Nile Transport 11 Feb 21 36.70
Sub- Region
TOTAL 234.56

Source: MoFPED

Report on Public Debt, Guarantees, Other Financial Liabilities and Grants for FY 2020/21 17 ‘\h



Ministry Of Finance, Planning and Economic Development

4.2.1 Grants signed by Development Partner

In FY 2020/21, IDA committed 63 percent of the total grant funding received. This was followed by
German Development Bank, KfW with 20 percent and Japan International Cooperation Agency (JICA)
with 17 percent.

Figure. 4.3: New Grants by Development Partner
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4.2.2  Grants signed by Sector

JICA
17%

As at 28" February 2021, 71 percent of the grants committed were towards Works and Transport sector.
This was support towards the upgrading of roads supporting the refugee hosting districts in Northern
Uganda. Details in regard to other grants are shown in Table 4.6.

Figure. 4.4: New Grants by Sector
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4.2.3 MDALGS authorized to receive grants on behalf of Government

Section 44(1) of the Public Finance Management Act, 2015 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) by granting authority to
Accounting officers to various MDA to receive grants on behalf of Government.
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Table 4.7 summarizes the list of Ministries, Departments, Agencies and Local Governments (MDALGs)
that received authority by the Minister responsible for Finance to receive grants on behalf of Government.
Full details of the projects undertaken are shown in Annex 5.

Table 4.7: List of MDALGsS that received authority to receive grants by 28" February 2021

MDALG ‘ No. of projects ‘ Amount in USD
Mbarara University of Science and Technology 18 3,027,023.90
Muni University 3 162,197.60
National Drug Authority 1 60,449.31
Kabale University 1 14,873.62
Uganda Cancer Institute 2 1,550,870.34
Koboko Municipal Council 1 3,428,011.75
Ministry of Tourism, Wildlife and Antiquities 2 60,000.00
Ministry of Internal Affairs 1 7,032.93
Ministry of Water and Environment 1 32,139.06
Uganda Heart Institute 1 55,822.00
Kampala Capital City Authority 1 61,214.50
TOTAL 8,459,635.02

Source: MoFPED

4.3 COVID-19 support received from Development Partners

With the outbreak of COVID-19 pandemic, Government instituted a lockdown on 21 March 2020 in
order to curb the spread on the virus. Since then, a number of Development Partners have supported
Government to boost economic recovery. Table 4.8 shows on-budget support received from the different
partners

Table 4.8: On-budget Support received from Development Partners to combat COVID-19 effects

. Type of Amount .
Project financing Sector (USD M) Sign date

pvp | Balance of Payment Support and Loan Accountability | 498.72 2 Jun 2020
Budget Support
COVID-19 Economic Crisis And

IDA Recovery Development Policy Loan Accountability | 300.00 5 Jul 2020
Financing
COVID-19 Education Response Education and

IDA project Grant Sports 14.70 265¢p20
COVID-19 Response and Emergency

DA Preparedness Project e steallin 2.70 VLA
Economic and Social Development

JICA | Programme for provision of Grant Health 383 2Sep20
COVID-19 Equipment '

Source: MoFPED
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4.4 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 the Figure. 4.5.

Figure. 4.5: Trends in New External Resources from FY 2015/16 to FY 2020/21

3,500.00
3,000.00
2,500.00
2,000.00

1,500.00

1,000.00
500.00 I . I
FY FY FY FY FY FY

2015/16 = 2016/17 = 2017/18 | 2018/19 | 2019/20 @ 2020/21*
mloans | 1,289.00  613.20 962.80 | 1,392.75 | 2,87867 @ 61163
B Grants  215.80 355.25 611.59 290.75 112.87 234.56

UsSD Millions

The increase in loan financing overtime is partly attributed to the need by Government to heavily invest
in infrastructure to spur industrialization, promote trade, develop water infrastructure and irrigation
infrastructure to improve the agriculture yields. It is worth to note that the increase in loans in FY 2019/20
is mainly attributed to the reduction on revenues collected and the effects of the COVID-19 pandemic
that necessitated Government to cover up the deficit. Although this FY 2020/21 as at the publication of
this report indicates a decline in loans approved, this is likely to change if Parliament approves all the
above loans in pipeline, in particular Budget Support. If all the loans in pipeline are approved the total
amount of loans in this FY will be over and above the levels of FY 2019/20.
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5.0 Guarantees and Contingent Liabilities

5.1 GoU Loan Guarantees as at 31st December 2020

As at 31 December 2020, there were seven (7) Active guarantees out of the two entities Uganda
Development Bank Limited (UDBL) and Islamic University in Uganda (IUIU), which amounted to a
total of USD 65 million.

The current guarantee portfolio mainly consists of two entities; Islamic University in Uganda (IUIU) and
Uganda Development Bank Ltd (UDBL). IUIU, a private education institution held 11 percent (USD
3.1 Million) of total disbursed and outstanding stock and UDBL, a public financial corporation held 89
percent (USD 25.3 Million) of the total disbursed and outstanding stock out of (USD 28.4 Million) as
at 31st December 2020. IDB was the top guaranteed creditor with a guaranteed amount of USD 29.01
Million, followed by African Development Bank (AfDB) with USD 15 Million, Arab Bank for Economic
Development in Africa (BADEA) with USD 6 Million and the lowest was India EXIM Bank with USD
5 Million.

The current exposure of the Government to the disbursed and outstanding guaranteed debt stands at USD
28.4 million as at end December 2020, indicating a 2.4 percent decrease from USD 29.1 million as at end
December 2019. The decrease was mainly due to total repayments of USD 11.5 million and additional
disbursements of USD 10.6 million under UDBL. Under IUIU, the increment of USD 0.18 million
disbursed and outstanding as at 31** December 2020, was due to additional disbursements and the foreign
exchange rate differences between 2019 and 2020.

5.1.1 Performance of GoU Loan Guarantees

As at 31 December 2020, the value of the disbursed and outstanding debt represented 0.1 percent of
the GDP. The outstanding debt service for the two entities amounted to USD 0.14 million in December
2020 representing the value the Government is exposed to and has to pay to the lender in case of default.
Detailed below in table 5.1 is the list of guaranteed debt stock.
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The current portfolio of guaranteed loans consists of long maturity periods ranging from 7 — 25 years
with a weighted average maturity of 8 years. This indicates a low annual exposure of Government in case
of default as debt service is distributed across a longer maturity.

As at 28" February 2021, there were no newly approved guarantees and neither were there any called or
cancelled guarantees.

5.1.2 Pipeline Guarantees

As at 28" February 2021, there were five guarantees in the pipeline awaiting parliamentary approval,
totalling to USD 85.8 million. All five guarantees will be credited to one beneficiary, UDBL, mainly to
facilitate the import of goods and services in the Trade sector.

Table 5.2: Status of Pipeline Guarantees

PROPOSED
GUARANTEED
AMOUNT OF
LOAN (USD)

PROJECT
NAME.

Purpose of

CREDITOR CREDITOR

Funding

Ueand Funds for project Awaiti

ganda Line of credit to | Finance especially European waiting
Development . 16,000,000 Parliamentary

UDBL women led projects Investment Bank
Bank approval
and youth

Usand International Awaiti

ganda Line of credit to | Funding for Trade Islamic Trade wgltlng
Development Finance proiects Fi 10,000,000 Parliamentary
Bank UDBL proj fnance . approval

Corporation

Uganda Line of credit to Fpnds for proj egt OPEC F.und for Awa'iting
Development Finance (SMEs in key | International 20,000,000 Parliamentary
Bank UDBL growth sectors) Development approval
Usanda USD 10 MN for Trade | The Arab Bank Awaitin

g Line of credit to | Finance and USD for Economic e
Development . . 20,000,000 Parliamentary
Bank UDBL 10 MN for project Development in aporoval

finance Africa. (BADEA) PP

Usanda Kuwait Fund for Awaitin

5 Line of credit to | Funds for project Arab Economic NS
Development . 19,800,000 Parliamentary
Bank UDBL Finance Development approval

(KFAED) PP

Total 85,800,000

Source: MoFPED

5.2 Implicit Contingent Liabilities

5.2.1 a) Disbursed and Outstanding debt of State-Owned Entities (SoEs) and Extra-Budgetary
Units (EBUs)

Between June 2019- June 2020, the stock of debt (direct domestic and external borrowing plus on-lent)
of public entities amounted to UGX 10,273 billion (USD 2.8 billion), indicating a 13.7 percent increase
from UGX 9,038 billion (USD 2.4 billion) as at end of June 2019. The increase was mainly attributed to
a significant increase of domestic borrowing due to the COVID-19 pandemic, as well as a larger number
of entities included in the June 2020 analysis. However, the total debt to assets ratio increased to 46.54%
owing to the increase in external borrowing on-lending and other debt which includes lease contracts and
overdrafts.
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Table 5.3 : Non-Guaranteed Debt and other Liabilities of SoEs and EBUs

Financial Years UGX
All in UGX Millions June 2020 June 2019
Domestic Borrowing 93,436 2,151,604
External Borrowing 611,754 67,116
Other debt (including lease contracts and overdrafts) 1,945,102 9,905
GoU On-Lent 7,623,475 6,810,324
Total outstanding debt excluding GoU on-lent loans 2,650,293 2,228,625
Total debt including GoU on-lent loans 10,273,768 9,038,949
Debt ratio (Total debt/total assets) 46.54% 26.13%
Liabilities from grants and GoU contributions 3,239,667 2,187,877

Source: MoFPED

b) Stock of GoU on-lent loans

The stock of on-lent loans increased by 12 percent from UGX 6,826 billion as at June 2019 to UGX
7,623 billion as at June 2020. The on-lent loans provided to UEGCL and UETCL accounted for more
than 99 percent of the total stock, and the remaining 1 percent of the on-lent loans were accounted for
by URC. The financing has mainly been provided for the development of priority energy generation and
transmission projects.

¢) Grants and GoU contributions

Liabilities of public entities from subsidies, grants and GoU contributions amounted to UGX 3,240 billion
at end of June 2020, indicating a 48 percent increase from UGX 2,187 billion as at end of June, 2019.
This increase was mainly attributed to a 60 percent increase in the number of entities receiving grants as
a consequence of more entities being included in the overall analysis. The overall average dependency
of the public entities on these central government financial sources increased from 13 percent in June
2019 to 30 percent in June 2020 largely due to an increase in GoU contributions to three entities, namely,
UEGCL, UETCL, and UDBL. While also the percentage of loss-making entities fell by 15 percent, the
number of loss-making public entities is still high, standing at 25.3 percent of the total number of entities
included in the analysis.
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Figure 5.1 Proportion of Total Contingent Liabilities from SoEs and EBUs.

Proportion of total CL's from SOE's and EBU's 2020

All other entities, 29%:

Uganda Electricity
Generation Company
Limited, 61%:

Uganda Electricity
Transmizsion Company
Limited, 10%:

Figure 5.2: Distribution of debt and other liabilities of SoEs and EBUs
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5.2.2 Non-Guaranteed Debt and other liabilities of Local Governments

In FY 2019/20, the debt stock for Local Governments (LG) stood at UGX 1 million, an increase from
the previous year owing to the increase in domestic borrowing due to the Covid-19 pandemic. Total
liabilities stood at UGX 136,880 million, indicating a 53% increase compared to FY 2018/19. This was
attributed to an increase in capital grants and a 36% increase in current liabilities. From the observed
numbers it was noted that LG debt poses the lowest fiscal risk compared to Guarantees, SoEs and EBUs.

Table 5.4: Local Government Liabilities by Category

June 2020 (UGX June 2019 (UGX
millions) millions)

Category

Domestic loans 1 -

External loans - -

On-lending - -
Total outstanding debt including GoU on-lent 1 -
Current liabilities (including payables) 102,007 75,158.40

Other debts (including lease contracts and overdrafts) - -

GoU contributions - -

Capital grants 26,682 -
Pension liabilities 8,190 14,461.55
Total (other current liabilities) 136,880 89,619.95

Source: MoFPED

5.2.3 Contingent Liabilities arising from Public Private Partnerships

As atend November 2020, there were eight PPP on-going projects under the PPP Act 2015. These include:
a) Kampala — Jinja Expressway; b) Kampala Waste Management PPP; ¢) ICT Park; d) Redevelopment of
National Council of Sports Complec — Lugogo; e¢) Redevelopment of Uganda National Cultural Centre
Properties; f) Mulago Car Parking; g) Gulu Logistics Hub; and, h) Uganda Rural Water Development
Project. Since these are all in their preliminary stages, the GoU is not exposed to any ascertainable
financial exposure on them, indicating no exposure on any contingent liabilities arising from them.

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.

5.3 Domestic Arrears as at June 2020

As at 31% June 2020, the total stock of domestic arrears for FY 2019/20 stood at UGX 4,144 bn up from
3,693 bn for FY 2018/19 representing a 12 percent increase. For FY 2019/20, the central Government
arrears accounted for the biggest part of the arrears constituting 99 percent.
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Figure. 5.3: Distribution of Domestic arrears
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5.3.1 Central Government Domestic Arrears

For the Central Government, the total domestic arrears for FY 2019/20 stood at UGX 4,113bn up from
UGX 3,627 bn for FY 2018/19 representing a 13.4 percent increase. Despite the increase in the total
domestic arrears, a reduction in the arrears is observed in all the arrears categories apart from Others and

Taxes & other deductions.

Table 5.5: Central Government Domestic Arrears in UGX Billions

Category FY 2018/19 ‘ FY 2019/20
Utilities 65.52 62.27
Rent 213.02 20.80
Contributions to Int Organisations 166.52 106.79
Court awards and Compensations 982.93 848.91
Taxes and Other deductions 27.38 96.83
Goods & Services 870.94 791.94
Pension liabilities 291.87 274.49
Others 1,008.38 1,911.03
Grand Total 3,626.57 4,113.05
Source: MoFPED
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5.3.2 Local Government Domestic Arrears

The total Local Governments’ domestic arrears for FY 2019/20 amounts to UGX 31,279 m compared to
UGX 65,956 m for FY 2018/19 representing a 53 percent reduction.

Table 5.6 Local Government Domestic Arrears in UGX Millions

Category ‘ FY 2018/19 ‘ FY 2019/20

Trade Creditors 15,207 8,619
Sundry Creditors 10,594 6,154
Committed Creditors 5,178 2,098
With Holding Tax payable 462 827
Borrowings 1,504 995
Miscellaneous Accounts payable 3,255 740
Pension & Gratuity 29,756 11,845
Grand Total 65,956 31,279

Source: MoFPED
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6.0 Public Debt Sustainability

The Government of Uganda conducts an annual Debt Sustainability Analysis (DSA) exercise with a
view to ascertaining the sustainability of the country’s current and future debt, as well as identifying
the key risks and vulnerabilities associated with the public debt portfolio. The analysis uses a consistent
macroeconomic framework to assess Uganda’s current and future debt levels and its ability to service its
debt in both the medium and long-term. The exercise covers the public and publically guaranteed debt.

The analysis came at a time when the world is faced with the worst health crisis in a generation — the
COVID-19 pandemic. The global and domestic response to pandemic has had far reaching implications
on the economy, with real GDP growth slowing to 2.9 percent during FY 2019/20 from 6.8 percent the
year before. Government’s economic and health response to the COVID-19 effects necessitated higher
than anticipated borrowing.

6.1 Public Debt Sustainability Stance as end June 2020

The stock of total public debt grew from US$ 12.55 billion at end June 2019 to US$ 15.27 billion (UGX
56.94 Trillion) by end June 2020, representing an increase of 21.7 percent. Public debt ratios show 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. However, the escalation in risks increases
Uganda’s risk of debt distress from low to moderate.

Table 6.1: Summary of Public Debt Sustainability Indicators (percent)

. . Financial Financial Financial

Financial Year LIC DSF Benchmark Year 18/19 Year 19/20 Year 20/21
Nominal debt to GDP 35.3 41.0 49.9
PV of Debt to GDP 55 26.7 31.8 393

Source: MoFPED

Nominal public debt is projected to increase to 49.9 percent of GDP by end June 2021. This is below the
threshold of 50 percent of Debt to GDP contained in the Charter for Fiscal Responsibility, the Public Debt
Management Framework (PDMF, 2018) and the convergence criteria of the East Africa Monetary Union
(EAMU) Protocol. It is also below the Low Income Countries Debt Sustainability Framework (LIC DSF)
benchmark of 55 percent.

6.2 External Debt Sustainability Stance as end June 2020

The debt service indicators are projected to remain below their respective indicative thresholds over
the medium term 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. However, the
indicator of present value of external debt to exports shows an increase in vulnerabilities to external debt
sustainability related to the slow growth of exports. Table 6.2 shows the external debt indicators.
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Table 6.2: Summary of External Debt Sustainability Assessment

LIC DSF Thresholds FY 18/19 FY 19/20 FY 20/21

SOLVENCY RATIOS
PV of External Debt to GDP 40 154 18.8 22.5
PV of External Debt to Exports 180 89.8 125.8 170.1
LIQUIDITY RATIOS
External Debt Service to Exports 15 7.8 6.7 7.8
External Debt Service to Revenue 18 10.3 8.0 8.1

Source: MoFPED

The PV of external debt to GDP is projected to increase from 18.8 percent in FY 2019/20 to 22.5 percent
in FY 2020/21.

The liquidity ratios remain below their respective thresholds indicating low liquidity risk. This means
that the country will be in position to meet its debt obligations when they fall due.
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7.0 Technical Assistance

Technical Assistance (TA) is the transfer, adaptation, mobilisation and utilisation of service, skills,
knowledge and technology. TA essentially comprises of any form of non-financial aid aimed at supporting
capacity development efforts of the recipient country. The aim of TA is to maximise the quality of project
implementation and impact by supporting administration, management, policy development, capacity
building, among others. TA focuses on particular needs and priorities identified by the beneficiary country
and takes the form of missions carried out by recognised experts.

Over the years, Uganda has received both long term and short term TA from both national and foreign
sources, in the form of expert personnel, training, support equipment, consultancies, study visits, seminars
and various forms of non-financial assistance.

The gross disbursements of experts and TA to Uganda from 2010 to 2019 according to OECD data
amounted to USD 481.04 million. There was a general increase in TA received in Uganda from 2012
and peaking in 2017 of USD 64.82 million, however reducing by over USD 10 million in 2018. In 2019,
however, TA received in Uganda increased from USD 54.99 million in 2018 to USD 58.23 million in
2019. Figure. 7.1 shows the trends in experts and technical assistance received in Uganda from 2010 to
2019.

Figure. 7.1: Gross disbursements of Experts and TA in Uganda from 2010 to 2019

70.000 64.815

60.000

=0.000 42.974

40.409 40.164

40.000

30.000

USD MILLIONS

20.000

10.000

0.000
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Source: OEDC-DAC Creditor reporting system

7.1 Technical Assistance by Development Partners

In 2019, Uganda has received TA from both bilateral and multilateral development institutions such as
United Kingdom 23.8 percent, Norway 13 percent as shown in the Figure. 7.2.
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Figure. 7.2: Technical Assistance by Source in Uganda in 2019

25.0 23.8
20.0

15.0
13 1

100
6.5
5.0 T3 4.3
11 2'ZII“;” 10 L I
o oul llo_l--.le :
& @

NGRS b ¥ b @ S & & PP S
Gl NG & SERTNS oQ"'é\‘?'bD'b'\
& Q <° <<\° @ .5'\‘ & \& \"" + {\ 6\ ) L)&“_&\g} @,\\% &
o

PERCENTAGETA

\\‘6 -{S‘{_ S B
5® K

Majority of the TA received is from Bilateral partners as can be seen in the Figure 7.2.

7.2 Technical Assistance by Sector from 2010 to 2019

Over the decade Uganda has received TA in all sectors. However, Health, Agriculture and Education,
sectors have been the most dominant recipients with Health taking 38 percent, Agriculture taking 24
percent and education taking 22 percent of total TA official assistance. Uganda has however received
little of no TA 1n Trade policy and regulations, and tourism sectors over the years.

Figure. 7.3: Technical Assistance by Sector in Uganda in 2019
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Note: Sector classification in Figure 7.3 is based on the OECD-DAC classification of sectors.

Government should therefore take deliberate efforts in reaching out to development partners to increase
TA support to Uganda in the Trade and Tourism sectors.
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8.0 Performance and achievements of objectives of

development assistance

8.1 Budgeted External resources vs. Actual disbursements

For FY 2020/21, external funds (including both loans and grants) worth USD 3,237.45 million was
approved for implementation of various projects in accordance with the drawn program work plans. As at
end December 2020, USD 1,278.37 million was disbursed posing an average disbursement rate of about
39 percent across the sectors as shown in Table 8.1.

Table 8.1: Summary of the Sector Disbursements up to 31* December 2020

Approved Actual
Budget FY Disbursements Performance
2020/21(USD) FY 2020/21(USD)
Accountability 66.99 6.25 9%
Agriculture 147.09 32.62 22%
Budget Support 758.81 379.43 50%
Education 58.19 22.51 39%
Energy and Mineral Development 512.16 103.79 20%
Health 312.13 42.48 14%
ICT and National Guidance 19.48 7.35 38%
Justice Law and Order 16.50 22.63 137%
Eae‘i‘:égln‘;ging and Urban 132.96 82.64 62%
Public Sector Management 145.16 82.31 57%
Science, Technology and Innovation 34.75 - 0%
Security 97.35 82.22 84%
Tourism, Trade and Industry 2.66 1.09 41%
Water and Environment 280.57 147.60 53%
Works and Transport 652.66 265.44 41%
Grand Total 3,237.45 1,278.37 39%
o/w Project Support 2,478.64 898.93 36%

Source: MoFPED

Note: The approved budget for FY 2020/21 was based on Sectors Classification and not the NDP Il Programmes
and therefore the performance is based on Sectors.
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There is a notable improvement in the performance compared to the previous FY 2019/20, where the
performance as at 31% December 2019 stood at 20 percent. The current performance has also been boosted
by bullet disbursement from World Bank as COVID-19 Budget support.

8.1.1 Trend in Financial Performance of Development Assistance

The financial performance of development assistance over the years has improved. It is averaging at 79
percent between FY 2016/17 to FY 2019/20 as can be seen in Figure 8.1.

Figure 8.1: Trends in disbursements of Development assistance
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Note: *FY 2020/21 indicates half year performance

FY 2020/21 is below average as this is only half year performance and different projects have different
procurement and implementation plans throughout the year.

The seemingly 90 percent performance in FY 2019/20 is as a result of bullet disbursements of Budget
Support from IMF, Stanbic Bank and TDB.

8.2 Grant Disbursements as at 31st December 2020

As at 318 December 2020, a total of USD 199 million was recorded as grant disbursement. This accounted
16 percent of the total funds disbursed as at 31** December 2020.

8.2.1 Grant Disbursements by Development Partner as at 31* December 2020

The International Development Association of the World Bank (IDA) was the biggest contributor to the
grants disbursements in FY 2020/21 as at 31% December 2020 with 35 percent. This was mainly support
towards the Development Response to Displacement Impacts Project whose major objective is improve
access to basic social services, expand economic opportunities and enhance environmental management
for communities hosting refugees in targeted areas of Uganda.
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Figure 8.2: Grant Disbursements by Development Partner as at 31** December 2020
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8.2.2  Grant Disbursements by Sector

Figure 8.3 represents the disbursement of grants by the sectors. The sectors with the highest disbursements
include Security, Public Sector Management, Health with 41 percent, 26 percent and 14 percent
respectively. Support to Security sector is financing from United Nations and African Union that supports
UPDF peace keeping mission in Somalia.

Figure 8.3: Grant Disbursements by sector as at 31 December 2020

Lands, Housing
Education __and Urban Devt

2% %

Budget Support
8%

Others
5%

Security
41%

Health
14%

Public Sector
Mgt
26%

8.3 Loan Disbursements as at 31st December 2020
As at 31 December 2020, loan disbursements comprised of 84 percent of the total disbursements for FY
2020/21. This equates to USD 1,079.36 million.
8.3.1 Loan Disbursements by Sectors
Budget support and Works and Transport sectors received the highest disbursements as shown in Figure
8.4. Budget support disbursements was mainly from IDA for the COVID-19 Economic Crisis and
recovery development.
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Figure 8.4: Loan disbursements by sector as at 31* December 2020
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8.3.2 Loan Disbursements by Development Partner

The Multilateral Development Partners have continued to dominate the loans disbursed in FY 2020/21.
49 percent of the loan disbursements came from IDA while support from China accounted for 17 percent
as indicated in Figure 8.5.

Figure 8.5: Loan disbursements by Development Partner as at 31* December 2020
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8.4 Measures to improve absorption and utilisation of external resources

Absorption and utilisation of external funds continued to be a challenge during the reporting period. We
note that the COVID-19 pandemic contributed to the disruption of project execution and supply of the
necessary inputs. However, the measures devised by Government in last five years, whilst implemented
have also not been very effective in addressing the challenges thereof. The Ministry undertook a diagnostic
study to strengthen PIMS Reforms* and from the study established issues that relate to the effective
utilisation of external resources. Therefore, in the FY 2021/22 Government is proposing the following to
enhance the measures already in place to improve absorption and utilisation of these resources:

4 A Diagnostic Study to strengthen PIMS reforms in the Works and Transport and Energy and Mineral Development Sectors, MFPED, September 2020
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i.  The Development Committee guidelines are to be reviewed to tighten the criteria for placement
of projects in the pipeline awaiting financing. Only “Ready to go Projects” shall be included and
are to remain in pipeline for only 3 years beyond which the relevant sector would have to either
reappraise or cancel these projects.

ii.  Introduction of a project preparation fund to assist in project preparation activities including:
feasibility study preparation, land acquisition and RAPs.

iii.  Strengthen accountability for project delivery and performance through establishment of
regulations requiring MDAs to publish on their websites and present to Parliament the approved
concept notes, annual project performance reports and post evaluation reports as well as the
performance of the public investment.

iv.  Implement a capacity building program for all the relevant officers in the sectors to acquire
requisite skills in identification and appraisal of projects.

v.  Establish a budget line in the sector budgets for financing preparation of concept notes and post
evaluation studies.

vi.  Intensify project monitoring at the highest levels of Government involving leaders at all levels.

8.5 Alignment of Development Assistance to the NDP 111

Over the NDP III period, significant financing for infrastructure investment will be sourced externally.
All external financing will be targeted to financing NDP priorities. The core projects highlighted in the
NDP III and their status are in Table 8.2 below

Table 8.2: NDP III Core projects that have received external financing

Programme Core Projects Status as at 31* December 2020

Secured loan financing from UKEF worth EUR
Establishment of irrigation 95.8 m; India Exim Bank worth USD 30 m, IDA

systems project. worth USD 169 m for the establishment of irrigation
systems
Regional Agricultural Secured Grant financing from EU to support meat

Processing and Marketing industry; support from IFAD in support for Oil Palm
(cassava, meat; grains; dairy; | development; Support from IDB and JICA for rice
potatoes; Rice) development

Loan funding secured from AfDB worth USD 84.2
m to reconstruct 11 markets; support from AfDF for
agriculture value chain development;

Agro-industrialization | parkets & Agriculture
Improvement Project

Received grant support from EU worth EUR 7.16 m
Coffee Value Chain for the EAC Markup Access programme that aims
development project. at addressing both supply side and market access
constraints in cocoa and coffee value chains.

Fish and Fish products Grant financing from EU worth EUR 10 mto
Development Project promote commercial aquaculture;
. Hoima Oil Refinery Scheduled to start FY2023/24
Sustainable
Devel t of
e East Africa Crude Oil Proposal to borrow USD 130 million from the

Petroleum Resources o . . .

Pipeline (EACOP) domestic market is before Parliament for approval
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Programme ‘

Core Projects

Tourism Roads Development
Project

Status as at 315 December 2020

i) Kabale — Lake Bunyonyi
(8.0km)

ii) Kisoro — Mgahinga
National Park
Headquarters (14.0km);

Parliament approved loan worth USD 68.5 m from
AfDF to upgrade the roads. The financing agreement
is yet to be signed

Tourism Development

iii) Kisoro — Nkuringo
— Rubugiri — Muko
(54.0km);

Parliament approved loan worth USD 235.46 m
from AfDB to upgrade the road. The financing
agreement is yet to be signed

iv) Rubugiri — Nteko Road
(22.0km);

AfDB

v) Ishasha — Katunguru
(88.0km);

Proposal to borrow from India Exim Bank under
review

vi) Kitgum-Olumu-Kalenga-
Kapedo-Kaabongo

UKEF; SCB to finance the upgrading of the road
infrastructure under review

Land

(184km)
Building Resilient
Climate Change, Communities, Wetland Grant funding secured from UNDP, GEF and GCF
Natural Resources, Ecosystems and associated to support the project
Environment, Catchments in Uganda
Land and Water ]
Management Comprehensive Inventory of Funding secured from IDA to support land

administration reforms under Competitiveness and
Enterprise Development Project

Private Sector

Capitalization of Strategic
Public Corporations (UDB,
UTL, UNOC and UDC

Secured Loans from IDB (USD 10 m), Kuwait Fund
(USD 10.2 m), BADEA (USD 4.5 m), AfDB (USD
20 m), IMF (USD150m) and AfDF (USD 19.7 m)

Development : ;
Micro, Small a nd Medium Secured financing from IDA for Competitiveness
Scale Enterprise (MSME) and Enterprise Development
Competitiveness Project P p
Industrial Parks
Development (Namanve,
?/[ngg&gel\r/ﬁ;;gzll\j[aésiﬁgou’ Secured financing from UKEF — USD 243.31 m and
TSN ’ ’ SCB — USD 33.64 m, Financing from China Exim
Jinja, Mbarara, Kasese, Bank USD 34.98 m
Luwero-Nakaseske, Arua, '
' Gulu, Fort-Portal, Kabale,
Manufacturing Hoima, Oraba, Onaka)
Construction of Borde:r Secured financing from IDA for the Great Lakes
Export Markets especially e . .
Trade Facilitation project that will construct
for South Sudan and Mpondwe Border Export Market
Eastern DRC P P
il Ginmme Rty Dlscusslon with China Exim Bank for funding of
the project underway
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Programme ‘ Core Projects Status as at 31* December 2020
Regional Trade Roads
1) Rakai-Kafunjo-Isingiro- .
Kikagati (135km) yet to secure funding
ii) Koboko-Yumbe-Moyo Secured grant funding from IDA worth USD 130.8
(105km) m
Rehabilitation of the Meter Spain and AfDB financing of the project under
Gauge Railway consideration
Kabale Airport (Albertine Secured financing from UKEF & SCB to construct
Region) the airport
Secured financing AfDB, AFD, EU, and Private
Kampala — Jinja Expressway | investor for the project. Financing agreement for
Highway AfDB has been signed. Financing agreement for
AFD and EU yet to be signed.
Integrated Transport
Infrastructure and . Secured financing from AfDB and AfDF worth USD
Services IEtvstegn = Wipiia IEhqpitesiey 151 m to support construction of the expressway

Kampala Flyover
Construction and Road
Upgrading Project

Secured Loan financing from JICA worth USD
181.72 m.

Kibuye — Busega Express
Highway

Discussions under way with JICA

Rwekunye — Apac - Lira

Secured financing from IDB worth USD 210 m for
the project

Bukasa Inland Port

Secured loan financing from AKA Ausfuhrkredit-
Gesellschat — USD 12.17 m and Commerzbank AG
— USD 35.59 m for Phase 1.

Bridge Project (including
Karuma, Laropi, Mpondwe
& Semliki among others)

Discussions with JICA to finance Karuma Bridge
with grant financing are on going

Industrial Substations
Upgrade;

(Lugogo; Mutundwe;
Nkonge; Jinja; Rakai;
Bushenyi; Kole; and
Mubende)

Proposal to secure cured financing from China Exim
Bank

Energy Development

Kampala North Substations;
Luzira, Iganga, Mukono,
Namanve Upgrade)

China Exim Bank

Expansion and rehabilitation
of the following transmission
and distribution network

i) Masaka — Mwanza
220Kv

Discussions on-going with IDA to finance the
Uganda-Tanzania Interconnector project.
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ii)) Nkenda — Mpondwe —

Beni 220kV Secured financing from AfDB

iii)) Olwiyo — Nimule — Juba
400Kv

iv) Grid Extension in North
East, Lira and Buvuma Secured financing from WB-IDA
Islands

v) Kabaale — Mirama

. . Secured financing from IDB
Transmission Line

vi) Masaka — Mbarara

. . Secured financing from AFD, KfW
Transmission Lines

vii)  Ayago - Olwiyo

viii) Opuyo — Moroto

220KV - Karamoja Secured financing from IDB

Digital Transformation IT Shared Platform Discussions on-going with IDA and China EXIM
£ (GOVNET) Bank on financing the project
Human Capital DATe ) 2 LB o Secured financing from UniCredit Bank Austria
oncology centers (Gulu and

Development worth USD 8.87 m for Gulu

Mbarara)
Source: NDP III, MoFPED
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9.0 Projects managed outside Government systems

(off-budget)

This covers all Official Development Assistance (ODA) not channelled through Government systems
and structures both in form of disbursement and management and not appropriated by Parliament. This
kind of support is usually channelled through Non-Governmental Organisations (NGOs), Civil Society
Organisations (CSOs) and directly by the DPs themselves.

During the FY 2018/19, the Ministry committed to ensure that all off-budget support is reported in the Aid
Management Platform (AMP). This was a move from using Excel sheets for submission of information
to the use on an online system which could be accessed from any part of the globe.

At the beginning of each financial year, MoFPED requests for projections for externally funded projects
1.e. both on-budget and off-budget from Development Partners through the Local Development Partners
Group. For on-budget information, MoFPED has a firm grip on the data unlike oft-budget data. Ministries,
Departments, Agencies and Local Governments (MDALGs) have been required to report all the off-
budget support that they receive. Lack of full disclosure will not permit the MDALG’s to utilise these
resources.

The response from Development Partner’ in submission of the off-budget data has been slow, despite
the numerous trainings and reminders, which contravenes the agreed to principles under the Global
Partnership for Effective Development Cooperation (GPEDC).

9.1 Off-budget projections by Development Partner

Development Partners are required to report all their financial support in AMP especially for off-
budget since Government has no control over these funds. Fig 9.1 shows the off-budget projections by
Development Partner.

Table 9.1: Off budget projections by Development Partner in USD millions
Forecast Forecast

. 5 Forecast
Development Partner Dls;;;;ggem Dls;)(l)lzrg/eznllent Disbursement 2021/22
DANIDA 171.70 236.29 200.38
Danish Embassy Kampala - 6.90 -
EU 7.99 - -
FAO 48.35 0.39 -
Germany - - 9.79
GIz 3.76 2.79 1.22
Ireland 13.33 11.31 -
Kfw 13.94 24.12 2.76
Netherlands 27.32 25.72 11.23
Norway 8.95 13.49 5.76
Sweden 7.63 3.74 -
UK 19.90 24.29 18.69
UNDP - - 0.45
USAID 164.11 163.88 197.07
Grand Total 486.99 512.92 447.35

Source: MoFPED
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Majority of off-budget support is projected from Danish International Development Agency (DANIDA)
with USD 236.29 million and USD 200.38 million in FY 2020/21 and FY 2021/22 respectively. This is
followed by United States Agency for International Development (USAID) with USD 163.38 million
and USD 197.07 million projected in FY 2020/21 and FY 2021/22 respectively.

The support shown from Danish Embassy in Kampala was towards World Food Programme assistance
to Urban refugees amidst the COVID-19 pandemic. Details of the breakdown of support are presented
in Annex 4.

9.2 Off-budget projections by Sector

The health sector receives the largest off-budget support from Development Partners as illustrated in
Figure 9.1. On average, about 82 percent of the health funding is provided by USAID, followed by
DANIDA with 9 percent. The health sector is projected to receive USD 150.69 million in FY 2020/21
and Agriculture sector is projected to receive USD 87.89 million.

Figure 9.1: Off-budget Projections by Sector
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Agriculture and Justice, Law and Order (JLOS) sectors equally receive substantial support from
Development partners are seen in Figure 9.2. Over 50 percent of the support to Agriculture and JLOS is
from DANIDA.
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9.3 Submission of off-budget information

Since these funds are managed outside Government systems, MoFPED is unable to track these resources
without the input from Development Partners. Therefore, it is important for these resources to be reported
in the AMP and published because;

1. It promotes transparency on what activities are being funded,

ii.  Ithelps toreduce on the duplication of activities which leads to wastage of resources and spreading
resources so thinly.

The following Development Partners who submitted their projections on a timely manner.

i.  DANIDA and Danish Embassy
ii.  USAID
iii.  FAO
iv.  Germany and its Partner i.e. GIZ, KfW
v.  Ireland
vi.  Netherlands
vii.  Norway
viil.  Sweden

ix.  United Kingdom

It is important that this information is updated on a regular basis in the Aid Management Platform
(AMP). AMP is an online central repository of all information relating to external financing, therefore
all Development Partners, Accounting Officers are encouraged to provide information for purposes of
mutual accountability. The system can be accessed through. http://154.72.196.89/portal

The Ministry has put in place a mechanism to track off-budget financing. Beginning FY 2020/21,
the Ministry directed the spending agencies to fully disclose all funding resources in their respective
Ministerial Policy Statements. Consequently, the Ministerial Policy Statement structure has been modified
to cater for both on-budget and off-budget financing. This will help Government to track all the financing.
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10.0 Regional Cooperation

10.1 EAC Project Financing and Implementation

These are programmes implemented / coordinated by the EAC Secretariat and financed by the East
African Community (EAC) partner states with the support of Development Partners. Performance of
EAC Projects as at August, 2020 has been varied. Generally, performance of projects has been slow due
to lack of availability of funds for the financing of feasibility studies, low and varied commitment of
partners states to financing and implementation of regional projects as well as the impact of COVID-19
on the economies of partner states.

The EAC Heads of State Joint Retreat on Infrastructure and Health Financing and Development held in
Kampala, Uganda on 22" February 2018, approved a set of 286 priority infrastructure projects in various
sectors for joint promotion and coordinated implementation by the Partner States.

The approved priority infrastructure projects are in diverse sectors such as Railways, Ports, Roads,
Energy and Airports. Out of the 286 projects however, 36 projects have been completed. Among the
completed projects are: the rehabilitation of the 270 km Malaba-Kampala railway; construction of the
472 km Mombasa-Nairobi Standard Gauge Railway line; development to of the Lake Nyasa Ports —
Itungi, Kiwira and Ndumbi; construction of the 454 km of 20- inch diameter (mainline 450 Km and spur
line KOSF to PS1 4km) Mombasa — Nairobi refined petroleum oil products pipeline, and; the Taxiways
rehabilitation and construction of new semi full parallel taxiway, apron rehabilitation and expansion,
refurbishment of Passenger Terminal Building at Kilimanjaro International Airport, Tanzania.

Likewise, 106 projects (36 percent of all projects) are at an advanced stage of the project development
cycle having secured funding for construction or being at tendering and construction stages. Notably, a
significant number of projects (60 projects) are still at the very early stages of the cycle being either at
concept or preliminary studies stage.

Over a period of time, some of the projects which were initially conceived as one project have been
repackaged into discrete manageable sections for phased implementation. A ten-year roadmap for the
implementation of the remaining EAC Heads of State priority projects has been put in place and is
currently under implementation by the Partner States.
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11.0 Climate finance

In Uganda, Climate finance projects are of two types i.e. National projects which solely benefit Uganda
and the regional/global projects whose benefits are for multiple countries. Additionally, the sources of
funding are divided into four broad groups including Green Climate Fund (GCF), Adaptation Fund
(AF), the Global Environment Facility (GEF), Nationally Determined Contributions’ funding support
partners (NDCP) and other United Nations’ Agencies. This FY 2020/21, a total of USD 858,975 has been
committed for national projects.

Table 11.1: New National projects during FY 2020/21

Proiect Title Amount Disbursed Disbursement Approval
J (Usd) Amount (USD) Rate (%) Date

Inclusive International
Budgeting and Institute for
Financing for Environment
Climate Change 28,975 1,212 4.2 8 Jan 2021 and
(IBFCCA) in Development
Africa (IIED)
Green Growth
Transition 27,500 9,600 349 Dec 2020 Glz
Monitoring

NDC Support 802,500 502,500 63 Dec 2020 EU, Germany,
Program Spain
TOTAL 858,975 513,312 34.03

Source: MoFPED/NDA
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12.0 Conclusion

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 COVID-19 crisis considerably slowed down Uganda’s growth in FY 2019/20 with projected spill
over effects into FY 2020/21 and beyond. Household incomes fell as a result of widespread closures of
firms, job losses within industry and services, particularly the urban informal sector, and a movement
of labour back to farming. Government has put in place measures to address the economic and health
challenges caused by the coronavirus outbreak. In addition to making available additional public resources
for health spending, Government has prioritized providing support to the most vulnerable among the
population and taken key fiscal and monetary policy actions to mitigate the impact of the pandemic on
businesses and households.

External resources will still be necessary to finance the national plans and realisation of the Vision
2040 given our currently constrained domestic revenue efforts. Government shall continue to prioritize
concessional financing as the preferred means of meeting financing requirements especially those aimed
at social projects. However, given the constraints in accessing large volumes of concessional financing for
the large infrastructure projects, non-concessional borrowing will largely be considered over the medium
term. Non-concessional borrowing shall nonetheless only be limited to projects that are financially and
economically viable, and with rates of return higher than the finance cost of the loan.

Government intends to continue accessing 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.

4 46 Report on Public Debt, Guarantees, Other Financial Liabilities and Grants for FY 2020/21



Ministry Of Finance, Planning and Economic Development

GLOSSARY

Bond Conversion: This is a strategy where the outstanding volume of the bond is redeemed or converted
into another or a new one with longer maturity provided the holders of such a portion are agreeable.

Bond Reopening: This involves opening up or offering the same paper to the primary market on a date
other than its original issue date with a view to increasing its outstanding size.

Bond Switching: This a strategy in which a portion of an existing bond is exchanged through an auction
process into another existing bond preferably of longer maturity or a new one to build the volume of the
benchmark issue.

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.

Buy back: This is the sale of securities, usually Treasury Bonds, with an agreement from the seller to buy
back the security within its life.

Concessionality: A measure of the softness of a credit reflecting the benefit to the borrower compared
to a loan at market rate. Technically, it is calculated as the difference between the nominal value and the
present value of the debt service as of the date of disbursement, calculated at a discount rate applicable to
the currency of the transaction and expressed as a percentage of the nominal value.

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.

Debt Relief: Agreements by creditors to lessen the debt burden of debtor countries by either rescheduling
interest and principal payments falling due over a specified time period, sometimes on concessional
basis, or by partially or fully cancelling debt service payments falling due in a specified period of time.

Debt Rescheduling: A form of debt reorganization in which payments of principal and/or interest
previously due at a specified time are deferred for repayment on a new schedule following negotiations
between the creditor and debtor.

Debt Service: The amount of funds used for repayment of principal and interest of a debt.

Debt Sustainability: Sustainable debt is the level of debt which allows a debtor country to meet its
current and future debt service obligations in full, without recourse to further debt relief or rescheduling,
avoiding accumulation of arrears, while allowing an acceptable level of economic growth.
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Debt Sustainability Analysis: This is conducted in the context of medium-term scenarios. These scenarios
are numerical evaluations that take account of expectations of the behaviour of economic variables
and other factors to determine the conditions under which debt and other indicators would stabilize
at reasonable levels, the major risks to the economy, and the need and scope for policy adjustment.
In this analysis, macroeconomic uncertainties, such as the outlook for the current account, and policy
uncertainties, such as for fiscal policy, tend to dominate the medium term outlook.

Disbursement: The actual transfer of financial resources or of goods or services by the lender to the
borrower.

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

Domestic Borrowing: Government borrowing through issuance of local Government securities and
direct borrowing from the Central Bank.

Export Credit: Loans for the purpose of trade and which are not represented by a negotiable instrument.
They may be extended by public or private entity. If extended by the private entity, they may be supported
by an official Government guarantee.

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 arecipient country, through this arrangement.
The financing terms for such arrangements are generally semi concessional.

External Borrowing: Government borrowing from both official (Government or Government agencies)
and private institutions domiciled outside the country.

Government Securities: Financial instruments used by the Government to raise funds from the primary
market.

Grace Period: This is a period from the date of signature of a loan or issuance of a financial instrument
to the date of first repayment of the principal

Grant Element: It measures the concessionality of a loan, in the form of the present value of an interest
rate below the market rate over the life of a loan.

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.

London Club: An international group of private commercial banks whose credits are not covered
by Government guarantees or insurance. The group is designed to provide a common approach to
rescheduling of such debts owed by debtor countries.

Maturity: Refers to the number of years to original maturity date, which is the sum of the grace period
and repayment periods

Present Value: The present value (PV) is defined as the sum of all future cash flows (interest and principal)
discounted at the appropriate market rate. For a loan, whenever the interest rate on a loan is lower than
the market rate, the resulting PV is lower than its face value.
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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.

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.

Official Development Assistance: Loans from official development agencies to countries received by the
public sector, for promotion of economic development and welfare as the main objective and, extended at
concessional financial terms (with minimum grant element of 25 per cent). Loans and credits for military
purposes are excluded in this definition.

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).

Paris Club: The Paris Club is an ad-hoc gathering of creditor Governments, chaired by high ranking
official of the French Treasury, which meets for the purpose of rescheduling debts. The Paris Club is
open to all creditor Governments that are willing to adhere to its unwritten rules and practices and that
have claims against a debtor country seeking rescheduling. Debtor countries must have strong adjustment
programs supported by the upper credit tranche IMF arrangements before being considered for debt
relief.

Primary Market: This is a market where financial instruments are originated through initial issuance.

Public Debt: This refers to outstanding financial obligations of the Government arising from past
borrowing. It includes Government guaranteed debts to State Corporations and Local Authorities.

Public Domestic Debt: Part of the overall debt owed by the Government to creditors domiciled in
the economy. The debt includes money owed to commercial banks, non-bank financial institutions,
individuals among others.

Public External Debt: Part of the overall debt owed by the Government to creditors domiciled outside
the economy. The debt includes money owed to private commercial banks, other Governments, or
international financial institutions such as the IMF and World Bank.

Rollover: This is the extension or transfer of a debt or other financial arrangement.
Repayment Period: This is the period from first to the last repayment of the principal
Secondary Market: This is a market where already issued financial instruments are traded.

Sovereign Bond: A debt security issued by a national Government within a given country and denominated
in a foreign currency. The foreign currency used will most likely be a hard currency.

Tap sale: It is a continued issuance of a security after its original auction where there was an under
subscription.

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
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knowledge transfer is mainly for policy development, institutional development, capacity building, and
project or programme support.

Treasury Bills: It is a short-term borrowing instrument issued by the Government to finance the budget.

Treasury Bond: This is a medium to long-term term debt instrument issued by the Government to
finance the budget.

Yield Curve: It is the relationship between the interest rate and maturity of bonds. A normal yield curve
shows interest rates for short-term securities lower than interest rates for long-term securities.
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