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EXBECUTIVE SUMMARY

R1. Hon. Speaker, and Hun. Members.

Pursuant 1o 3ecuon 18 of the Public Finance Management Act {PFMA) 2015,
the Minister of Fimance, Planning & Economic Devclopment presented to
Pacliament the Arn=ual Budget Performaance Repars FY2021/22 on the 29% of
September 2022 and the Annual Macroeconomuc and Fiscal Pecformance
Report for FY2021/22 on the 312 of October 2022, The (wo reports wece
refcrred to the Committee on Budget pursuant to Rule 173(3){h} of the Rules of
Procedure.

1.0 ECONOMIC AND FISCAL BTRATEGY, FY2021/23

Hon. Members, Government’s economic and fiscal strategy in the FY 2021/22
were hinged on policy interventions that would sustain economic recovery from
the socioceconomic setbacks caused by the COVID-19 pandemic as well as the
development objectives set out in the third Nationa) Development Plan (NDP
111}

Economy: The size of Uganda's economy expanded o UShs 162.7 tnillion in FY
2021/22 from UShs 148.3 tnillion in FY 2020/21 representung a growth rate of
4.7 percent in rcal terms. from 3.5 percent the previous fnancial year. This
mprovement in economic acuvity was higher than the targeted growth rate of
4.3% and was manly credited to the full re-opening of the economy in January
2022, foowing the Covid- 19 pandemic lock down measures.

All three seciors of the economy registered growth in FY 2021722, with a strong
recovery in the industry and services sectors. The services sector was still the
largest contribwtor to GDP {31.5 percent), followed by mmdustry {26.8 percent).,
and the agnculture, lorestry, and lishing sector {24.1 percent).

Infation: Headline inflation remained modest in the first half of the f(iscal year
but soared a the second half, averaging 3.4 percent for the fiscal year, up from
2.5 pereent in FY 2020/21. Core inflation declined to an average of 3.2 porcent
in FY2021/22. from 3.3 percent the previous vear, remaining within the
Central bank’s 5 peccent target but higher than targeted 3.0% in the
FY2021/22.

Trade Balance: The merchandise trade deficit widened further during the
period under review as the exporta fell faster than imports. Export reccipts
dechned by 27.3 percent, following a decline in maize and tobacco exports
albeit robust growth in_coflee earnings; whereas the import till fell by 14.3
percent. The merchandise trade deficit was recorded at US$ 3,300 million in FY
2021722, higher than the debcit of US$ 3,045.4 million recorded a year ago.
Asia surpassed the EAC as Uganda's major trading partner in FY 2021/22,
with total trede of US$ 3,489.3 million, up from H8$ 3,299.4 million in FY
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2020721, The Enropran Union, the Middle East, and the Rest of Alvica tollowed
in that order.

Foreigon Direct lovestments & Remittances: Following the inal investment
decision n the ol and gas sector, foreign direct
investment infows ncrcascd by 32.4 percent o USS 1,218.39 million ‘rom
USS 920.03 milliun in FY 2020/21. Repittances jrom Ugandans living abroad
totaled USS 1,133.99 milion, down from USE 1,154.26 million the previous
year, due in part (o lower employment levels in migrant hosting countnes.

Internaticpal reserves: At the end of June 2022, the stock of iternational
reserves stood al US$ 4,117.2 million. This was equivalent to 4.5 months of
imports of goods and services. This reserve cover was lower than the 4.9
months of impert cover recorded at the same tune, the previous year.

Overall fiscal balance: The overall fiscal balance in FY2021/22 was a deficit of
UShs 11,973 billion representing 7.4 percent of GDP, a deficit higher than the
6.4 percent of GDP target at the tme of the budget and the CFR. The fiscal
deficit was largely financed from borrowing from the domestic market which is
generally non-concessional borrowing and contrarily to Governments debt
atrategy. It is also worth noting that external financing disbursements
amounted te UShs 6,539 billion against a target of UShs 9,027 billion,
representing a performance of 72.4% or less by UShs 2,487.6 billion.

Hon. Members, a Ascal deoficit largely financed by domestic borrowing has
» buge lmplication on the cost of doing business, dus to its effects of
crowding out of the private sector in the credit market and consequently
leading to high interest rates or high cost of capital.

It is well known that ooe of the bottlenecks to the development of tha
private sector is the limited access to credit and high cost of capital. The
credit available to the private sector is characterized by bigh lendiog
interest rates, which bas constrnimed the sustainable development of the
Micro, Small & Mediam Enterprises (MBMEs} in Uganda.

Revenme Collections: Cumulative revenue collections (i.e. Tax and NTR) lor
the FY 2021/22 amounted to UShs. 21,831.8 billion against a target of UShs
22,425.35 billion, registenng a deficit of UShs. 594.19 billion {(of which NTR
deficit was UShz 142.9 billion). This represents a 13.5% revenue to GDP rauo
against a target of 13.8% as per the CFR. In regards to a year on year
comparison, revenue to GDP has grown by only 0.1% against the DRMS annual
growth target of 0.7% (i.c. 0.5% tax revenue and 0.2% NTR) .

Revenue gains from tax policy measures amounted to UShs 510.91 billion
against a target of UShs 460.63 billion, while revenue gans (rom tax
administration measures amounted to UShs 1,383.46 billion against a target of
UShs 799 buthon.




Tax Expeaditure: During the FY201/22 the value of revenue foregone from tax
expenditures was estimated to amount to UShs 2,487.5 billion or 1.56% of
ODFP and 12.2% of wtal tax collected. Compared to previous period of FY
2020/21 tax expenditures grew by 15%. The largest share of revenue foregone
was [rom VAT at 47%, amounting to UShs 1,160.85 billion, which was 0.73%
of GDP,

Hon. Members, revenue yields remain below its potential {estimated at between
22% and 26% of GDP by Langford & Ohlenburg, (2016), with revenue-to-GDP
ratio of 13.5% wn FY 2021722 is atill behind the regional pecrs. While estimates
from a number of studies may be over opumistic, they indicate that Uganda's
existing tax policy and administration have leakages.

Addressing areas of weakness in tax policy might bring some immediate gains.
However, increasing tax revenues is not simply a case of adding new taxes or
ncreasing rates, especially of the increases are to be sustainable and fair.

The DRMS highlights a number of arcas where tax policy can be refined and
improved but some constraints appear most urgent given the current
government expenditure pressures. They include:
¢ The wide range of exemptions and deductions granted to investors,
resulting in low corporate income tax yield and low effective tax rates.
Poor monitoring of tax expenditures and lLimited linkage to specific
ecconomic development and wellare objectives has rendered such
incentives overly generous. Overall, these incentives result in substantial
amounts of Jost revenue, estimated to be 1.56% of GDP in FY 2021722,
yet their effectiveness in attracting new, productive investment is not
explicit. For instance, Jamesi Sebastian (2014) found that 93% of
investors would have taken their activities i Uganda even if tax
incentives had not been provided.

¢ Frequent, ad hoc adjustments have created an unstable and
unpredictable policy environment. DRMS acknowledges the fact that
Uganda's tax policy is reactive to short term pressures, with littde
alignment to a clear, overarching strategy. Frequent, piecemeal changes
entail high complance adjustment costs for the tax payer, eroding
confidence. [n addition the level of analysis and consultation undertaken
in the course of policy development is often insufficient and rarely
focused on the revenue impact of a proposal, without understanding the
whole spectrurmn of economic, distnbutional, social and welfare effecta.

* Limited consultations on tax policy issues. The narrow focus is
compounded by limited dialogue with the private sector and other
stakeholders and insufficient recognition of the range of inter{aces that
businesses have with the tax system. As a consequence, tax policy is not

always in alignment with wider government objectives, and too little
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attention i e Lo ensunng that taxation does not hamper the prowth of
hirms.

Debt Sustainability: The stock of public debt increased from USE 19 54 billion
{UShs 69,512 billion} in June 2021 to US$ 20.98 billion (UShs 78,799 billion)
in June 2022 Ax o share of GD?, pudbhc dedt (ncreased from 6.9 pereet to
48.4 percent uver the same period, performing within the thresnolds of whe
Charter for Fiscal Responsibibty and the convergence criteria of the East
Alrican Community Monetary Uanion (EAMU} portal. The increase in debt over
the past [ew years, exacerbated by the COVID-19 pandemic, has cesulted iy the
deterioratwon of the nsk of debt distress from low to moderate.

In regards to debt serace indicators (bquidity indicators), domestic interest
payments to total revenues amounted to 22.7% in the FY2021/22 lrom 20.1%
in the FY2020/21; against the CFR target of 15.2% in the FY2021/22 These
developments indicate that the target of 12.5% by FY2025/25 as per the CFR
will may not be achieved and the ability for Government to meet its obligations
a3 and when they fall due is steadily deteriorating.

Accurding to the CFR, to ensure Uganda's total public debt exposure remains
sustainable, the nominal publicly guaranteed debt to GDP should be
maintained below 5%. However, the current status of Publically Guaranteed
debt to GDP haa not been provided.

Government has projected debt 1o remain sustainable over the medium 16 long
term, underpinned by higher revenues following the implementauen of the
Domesuc Revenue Mobihisation Strategy (DRMS), as well as the onset of ui)

production.

it is worth uvotiug that the key objective of the DRMS is to increass
revenus as A share of GDP by 0.7% annually and this bas oot curremtly
been achieved. [n addition, the risk to debt distress was found to
detariomts (o moderste dus to risks mostly attributed to shocks to the
country’'s exports. However, sxports declined by 27% in the FY2021/22
compared to the previous FY

In the FY2021/22 Goverament programmed to borrow UShs 3,142 billion {a
target of 1.5% of GOP) from the domestic market to finance its deficit, however
UShs 5,586 (equivalent 1o 3.4% as share of GDP} was actually borrowed lrom
the domestic market; representing 177.8% performance or USha 2,443.3 over
and above its tarpets.

As a result of this surge in domestic borrowing, yields on treasury instruments
edped upwardzs and consequently this could have sustained the high lending
rates due to crowding out the private sector. It 13 also worth noung that the

non-performing loans in the banking sector as jnm@c of total gross Joans




amounted to 5.32 percent in FY 2021/22, compared to 4.79 percent registered
the previous linancial year

4.0 BUDGET PRIORITIES/INTERVENTIONS, FY2021/32

The budget for the Financial Year 2021/22, was premised on the theme
“Industrialisation for Inclusive Growth, Employment and Wealth Creation”.

The priority lotarventions to boost businesses were:

e Increase access to affordable medium-w-long term capital through
Capitalisation of Uganda Development Bank with an additional Shs. 103
billion;

¢ In order to continue targeung funding for agriculture, women and youth
group projects, the Agricultural Credit Facility (ACF} at the Bank of
Uganda, the Emyooga programme through the Micro Finance Support
Centre (MSC) and the Uganda Women Entrepreneurship and Youth
Funds were to be enhanced.

+ To further support advancement in scientific research and innovation,
the construction of the National Automotive Park was to comumence in
the FY2021/22. Feasibility studies for Regional Science and Technology
Parks and Technology and Business Incubators were planned to be
carried out in the FY2021/22.

* lnn order to promote investment, foreign and domestic direct investment
were (o be facilitated. To this end, 23 regional Industrial Business Parks
across the country, were to be established, among others.

The priority interventions to enbance agro-industrialisation were:

+ Enable the production of the 14 key commodities under the Parish
Development Model, including maize, cassava, banana, beans, Irish
potato, sweet potato, rmllet, sugar cane, cattle (beef), dairy, coffee, tea,
cocoa and fish;

« Multiply fish, poultry and crop technologies developed by National
Agricultural Research Organisation (NAROQ) and improved breeding stock
by National Animal Resources Centre and Databank (NAGRC&DB) to be
replicated across the country using the Parish Development Model;

¢ Build parish and sub-county centres and district regional warchouse
storage capacity with adequate equipment to address post-harvest losses
and ensure standards are maintained.

+« Develop agro-industries such as the Luweero Fruit Factory, and the
masterplan for the Zombo Fruit Factory,

+ Complete construction of storage facilities of 42,000 Metric Tonnes
capacity in lganga, Isingiro, Amuru, Kalungu, and Nebbi;

+ Operationalize 20 Zoual Industrial hubs for skilling youth and women,
wealth creation and value addition, for Carpentry, Welding, Tailoring,
Knitting, Weaving, Bakery, Shoe Making, and Stone Cutting trades, and
value adclmog facilities for commodities such as Coffee and Maize,




¢ Construct 2 storage facilities in Bunyangabu and Katakwi; 6 milk
collecting centres in Kyenjojo, Gomba, Nakaseke, Kumi and Kibuku; 12
food procesasing planta and 18 Value addition [acilities sacross the
country;

¢ Provide alfordable Jong term agricultural financing and insurance (o de-
risk entrepreneurs at all levels of the Commodity Value Chain;

¢ Operationalize a 1,000 metric ton Orain processing plant and a 150 kg
per hour Peanut butter plant in Soroti; a 3,000 metric ton Maize
processing plant in Busia, and a 500metric Tonne Multigrain Processing
Plant and Feed mill in Arua; and

+ Establish the Kabarole Agro-Industrial Park, two {2} Regional Value
Addition Incubation Centres (RVAICa) in Kasese and Quilu; and two {2}
Regional Farm Service Centres (RFSCs) in Gulu and Kabarole.

The priority interventions io the miniag industry were:

+ Complete the airbome geophysical surveys of the remaining 20% in the
Karamoja sub-region;

¢ Finalise the mining law and enhance Public Private Partnership (PPF)
arrangements to develop minerals, starting with iron ore in Western
Uganda, restoration of the Katwe Salt Factory;

+ Explore all the geothermal resources to quantfy the geothermal potential
of the country and promote the development of Kibiro, Katwe, Buranga
and Panyimur geothermal prospects

Ths priority interventions in the oil and gas industry were:

» Signing of the of agreements between Uganda, Tanzania and the
International Oil Companies (I0OCs) for the East Alncan Crude Oil
Pipeline (EACOF);

» Enacting of legislation for the East African Crude Qil Pipeline (EACOP
Bill);

» Commencement of the second licensing round of exploration areas in
order to enable discovery for additonal petroleum reserves;

The priotity interventions in transport infrastructure were:

« Upgrade of 400 kilometres equivalent of national roads from gravel to
tarmac, including the construction of 37 new bridges on national roads;

s Rehabilitation of 200km equivalent of national roads and 400km of
Community Access Roads, and the maintenance of national and District
Urban and Community Access (DUCAR) road network;

* Rehabilitation, procurement of ferries and construction of selected
landing sites including the Laropi, Obongi and Kyoga ferries; and the
Bukuungu-Kagwara-Kaberamaido landing sites,

* Acquire right-of-way for the Standard Gauge Railway {SGR); rehabilitate
Torore - Gulu Metre Gauge Railway; and of the Kampala-Malaba Metre
Gauge rmlwac.r line; and complete the Gulu Logistic Hub.
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The priority interventions io regards 1o cnbancing digital trensformation

were:
.
»

Extension of broadband ICT infrastructure up to the sub-county Jevel,
Expanding the Digital Terrestrial olevision and Radin Broadcasting
network to facilitate tele-education (or kearners;

Facilitating the development of software solutions to support e-
Government, ¢-Commerce and ¢-Paymend, among others.

The priority intervantions in regards to improving health services sere:

*

Upgrade Forty-three (43} health lacihtes and construct new Health
Centre [Mls in sixty (60) sub.counties. To ensurc funcuonabity, the
recruitment of addibional staff for cach of the upgraded health facility
was palnned,;

Completion of construction and equipping of the Uganda Heart Institute
at Mulago and cstablishment of the Regional Oncelogy and Diagnostuc
Centre in Gulu, Arua, Mbale and Mbarara,

To ensure adequate supply and dclivery ol essential mediones and
health supplies. The National Medical Stores budget was increased from
Shs. 420.3 bilhon i the FY2020/21 to Shs.600.3 billion in the
FY2021/22.

The pticrity Intarventions in regards to enhancing access to education

were!
.

Recruitment of 4,200 primary school tcachers to raige the national
staifing level to 70%. In addivon, 1,055 secondary teachers will be
recruited in local governments with staffing level below 50% of the
establishment;

To improve supervision, 440 inspectors were to be recruited acroas all
local governments;

To address leaner, teacher and school management absentceism, the
Integrated Inspection System (electeonic inspection) was w be rolled out
throughout the country;

Rehablitation of 74 primary and |3} tradhtional secondary schools was
planned to be undertaken;

Construction of 36 partially completed schools, for example
Morungatunyi secondary school, was to be completed,

Construction of 7 skills development institutions like the Arua School of
Nursing was tu be completed in the FY2021 /22,

The priority interventions in regards enhancing access to salc water and
SANLALION were:

*

Ensure that every village in underserved disuicts has at Jesst one sale
water source, as well a3 promote improved sanitation.




s worth noting e the target is o wmwrease the coverage of safe water
supply in rural areas to 81% and to 100% 0 urban areas by 2025

The Annual Budget Performance Report, 2021/32 and tabls 15 of this
report provide sowe details of extent of achievements of some of the
priority iatsrventions bighlighted above,

Recurrent Expenditure: Total wage rcleases amounted to Ushs. $,692.01
bithon (102.9%) of the Approved Budget with an absorption rate of 96.9%. Non-
wage recwrrent releascs amounted to UShs. 10,307.05 bilon, representing
117.9% of the approved budget with absorption rate of 96.5%.

Development Expenditore: Releascs for the domestic development
expenditures amounted to Ushs. 7,966.72 billion, representing 99.6% of the
approved budget and an absorption ratc of 98.5%. However, externally
financed development expenditure underperformed. The Budget for External
Financing amounted to Ushs 6,868.25 bilion. Of this amount, Ushs 4,785.65
was disbursed which was 69.7 % of the Approved Budget. Out of the funds
which were disbursed, Usha 3,338.45 billion was spent representing an
absorption rate of 69.8%.

The absorption rate of cxternally financed projects has improved from 63% in
the FY202/21 to 69.8% in the FY2021/22. However, cxternally nanced
projects continues 10 exverience Jow disbursements of funds on account of low
absorption of funds caused by the slow cxecution of projects even with the
reforms under the Public Investment Management Suategy (PIMS). This has
compromisad the timcly realization of public waveatment dividend.

Domestic Arrears: Domestic arrears repayment performed at 151% in FY
2021/22. Total outturn was UShs 606 billion out of the planned UShs 400
billion. However, according to the Auditor General, domestic arrcars increased
by 21% from USha 3. 83 tnlhon in 2020 1 UShs 4.65 tnthon o 2021.

Over the years, the accumulation of domestic arrears has become a persistent
problem in Uganda. [n the past several interventions have been implemented.
However, the amount of arrears has continued to increase almost eight times
since FY 2006/2007. The escalation in the arrears stock

The continued accumulation of domestic arrears signifies the lack of fiacal
discipline, poor Onancial management and leadership, and weak system
comtrols. The economic implications are also great. The consequences are far
reaching in that @ impacts the operauons of small and medium sized
businesses, resulting in hugher cost of dong business.

Hon. Mcmbers, accumulation of domestic arrears is prolubited by law and I t

the PFMA 2015, Section 21 {2}, "A vnte not take any mit I




from any local company or budy undess w has no unpand domesuc arrears from
a debt in a previous hinancial year; and o hasx capacily tuv pay for the
expenditure from the approved esumales as spprupriated by Parhament for
that [inanciul year”.

In 2021, Government developed a Strategy to clear and Prevent Domestic
Arrears with specific measures thal include:

+» Compilation of the stock of domestic arears and establishing a baseline
of valid arrear,

¢ Accounung officers who subsequently accumulate arrcars will be subject

1o sanclions allowable by Sections 79 and 80 of the PFMA, 2015 (as

apphcable) and subject 1o termination or not be reappointed.

Establishment of 8 Database and a payment plan,

Establishment of an Oversight Team,

Enforce Accountability and ensure Budget Realism,

lmprove Financial System Control;

Improve Organzational Budget Planning
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Viremant: According o Section 22 of the PFMA, the Minister of Finance may,
upon request by an Accounung Olficer, vary within a vote, Lthe amount of the
money allocated to the vote. However, the virement made should not: {a) be
more than ten percent of the money allocated for an wem or an activity of a vote
where the vicement i3 from one stem or activily to another; (b) be contentious;
or [c) result into a future hiability for the vote or the Government.

In FY 2021722, prehmunary data ndcate UShs 728 billion was vired
throughout the year. The complete report on virement is peovided in the
Annual Budget Performance Report. Virements were observed in forty voles.
Most notable amongst these virements was the reallocation of UShs 11.1 billioa
from various items under the Ministry of Encrgy and Mincral Development for
the purpose of deemed energy obligations under the Achwa Agago power dam.

Petroleum Fund: The Finoncial Year opencd with UShs 119.1 billion in the
shilling denominated account and US$ 30.9 mullion i the dollar denominated
account of the petroleum fund. Inflows into the account amounted to UShs
82.2 billion in the shilling account while there were no deposits in the dollar
account. The sources of the revenue were income and withholding taxcs,
surface rentals and cducational/instructuonal rclated levies. A combined total
of UShs 200 billion was drawdown [rom the US§ account and the shilling
account to finance activities as appropriated in the budget for the FY 2021/22.
The closing balance as of 30® June 2022, was UShs 90 billion on the shilling
account and US$ 5.4 million on the dollar account. ﬂ | |




Performance of NDP Il Core projects: Corc/flapgshup projects are high
multiplier projects with signiicant impact to realeation of the NOP I results
and therefore it is important to highlight thew financial pecformance n FY
2021/22.

Overall, the povernment (unded componeats of core projects performed
generally well. USha 536.3 billion was relcased out of an approved budget of
UShs 458.2 billion for core projects indicating 117% rclease performance and
an absorpton performance was 100%,.

However, releases in relation o externally linanced core projects performed at
42% and absorption was 78%. Out of an approved budget of UShs 1,288 5
billion, UShs S38.5 billion was released.

Low releases were registered under several core projeces uader both external
and GoU Anancing while some projects had no releases at all.

Slow implementation of core projects will adversely aflect growth and job
creauon and undermiming Vision 2040. This implies that the envisaged high
multiplier effect of core projects on NOP (1l results will not be realized.

Absorption of l[unds to projects has continucd to be a challenge end this
undermines the development agenda of the Country. This ‘poor budget
execution in projects is mainly as a result of challenges i project exccutions
that result in delays in disburscment of lunds from development partners.

The Committes recommends tbhat Government sbould improve project
selection, design, appraisal and analysis before the project is approved
aod sanctionsd for fonding.

3.0 COMMITTEE RECOMMENDATIONS

Rasource Mobilization:

+« Establish clear policy guidclines for the issuance, management, and
monitoring of the different tax exemplons and incentives

» Fast track the review of DRMS in view of the current economic challenges
(Covid-19} and develops an elfective Implementation Action Plan for the
effective operationalization of the DRMS; this should inchude establishing
policies to formalize the informal sector.

s Develop a National Tax Policy that would form the basis for cHective tax
legislation and tax administration as currently there is none.

+ [mplement a coordinated approach to revenuc mobilization across
Government Hinistries Depan.mentn and Agcncies to imprmrc revenue
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» Undertake a studies and develop a monitoring framcwark on  the
clfectivenesa of Lix exemptions in Upanda

s Domestic revenuc mobilisation interventuons should be strengthened as
Government agpressively seeks exicrnal funding from  developrent
partmers. In addition, it will be necessary to put planning and budgeting
on a more hacully realistic path due o the current global economic
challenges.

Charter of Fiscal Responsibllity:

+ The Committee recommends that the budget for the short and medium
term fully complies with CFR requirements and any deviation must be
guided by Section 7 of the PFMA, inclusive of the reasons for the
deviation and the adjustments to be done to bring the nominal debt to
GDP back to the CFR path over the remaimng financial vears.

NDPIM Core Projects:
¢ There is need 10 review the NDPIHl core projects with o view ol

financing and implementation of these projects so as to realize the
NDP Hl goals.

Pablic Debt:

+ There is need (or Government to locus on keeping public debt on &
sustainable path while improving the composition of spending to create
fiscal space to flinance private investment, foster growth and reduce
poverty.

» Fiscal consolidauon, appropriatcly based on both revenue and
expenditure measures should seek to stabilize the public debt rato.
Prudent debt management is important to reduce wvulncrabilities,
particularly given Uganda’s moderate risk of debt distress ratings. Every
elfort should continue to be made to seek concessional linancing while
reducing setiance on domestic financing to alleviate crowding out private
sector financing:

+ In addition, Government should significantly reduce on non-concessional
financing unless the bencliciary projects’ rate of return excecds ity cost.

+ Efforta to boost exports should be prontized as a means MinumizZing on
vulnerabilities 1o debt sustanability.

Domastic Arrears:

+ [n order to overcome growing domestic arrcars, Govermment should
strengthen the commitment coatrols by instituting penalties on
individuals who commit government on unauthorized expenditures;
automatic confirmacon of (und availability before incurring expenditure
commitments, and automatic rcgistration of invoices in the expenditure
commitment module of the financial management informaton s_vatem,




Impmﬁn; pecformance of externally Gnanced projects:

Effectively iumplement Government's pegject selection ¢niteria, which wil
ensure that only ‘ready’ projects are selected from e pipeline of
bankable projects in the Integrated RBank of Projects for inchusion in the
annual PIP and budget The selection cnteria should ensure among
others, that projects have met all readiness conditions such as
acquisiton of nght of way, availability of fiscal spacc o take on new
witervenuons, ranks the nancial and economic benefits of projects w
the entive economy among others.

+ Public projects whose implementation s ofl track should be reviewed and
refocused to achieve their intended objectives. In addition projects
should be vigorously evaluated at all levels through the PIMS framework.
Only appraised projects should be admitted to the Public Investment
Plan.

* An accommodative monetary policy stance should be mantained in
order 10 revitalize business activities,

+« To scale up the provision of aflordable long term financing by
development finance instivutions hke UDB or other government banks
{c.g. Post bank, Prnide Micro finance},

+ Promote Foreign Direct Investment (FDI) through well-developed
industrial parks;




1.0 INTRODUCTION

Rt. Hon. Speaker, and Hon. Members,

Pursuant to Section 18 of the Public Finance Management Act (PFMA) 2013,
the Minister of Finance, Planning & Economic Development to presented to
Parliament the Annual Budget Performance Report FY2021 on the 299 of
September 2022 and the Annual Macroeconomic and Fiscal Performance
Report on the 3 of November 2022. And the two reports were referred to the
Committee on Budget for scrutiny.

Pursuant to Rule 173{3){h) of the Rules of Procedure of Parliament of Uganda
the Committee on Budget is mandated to review and advise Parliament on the
reports submitted by the Minister to Parliament on the fiscal performance and
the economy as provided for under Section 18 of Lthe Public Finance
Management Act, 2015.

In fulfillment of the above jegal provisions, the Committee carricd oul a
scrutiny of the above reports and pow reports.

1.1 METHODOLOGY

Tre methodology adopted by the Commuttee involved examination of relevant
documents and inleractons with stakeholders.

Key Documents Examined:

a) The Third National Development Plan (NDPIII), FY2020/21-FY2024/25,

b} The Public Finance Management Act, 2015 (as amended},

¢} The Annual Budget Performance Report for FY2021/22

d) The Annual Macroeconomic & Fiscal Performance Report jor
FY2021/22

¢} Parliamentary Committee Reports;

) National Budget Framework Paper FY 2022/23-FY 2026/27;

g} Approved Annual Budget Estimates FY20221/23

h} The Approved Charter of Fiscal Responsibility for FY2022/23-

FY2025/26




Stakeholder: Consulted:
Ministry of Finance, Planning and Economic Development (MFPED)

2.0 FISCAL & BUDGET PERFORMANCE FOR FY 2021722
2.1 Fiscal Outtorn for FY2021/22

Due to the unforeseen expenditure as a result of the COVID-19 pandemic,
fiscal operations during the year were constrained by revenue shortfalls and
supplementary expenditures that resulted into additional borvowing and
reallocation within the budgel. The overall fiscal balance was a deficit of UGX
11,973 billion, equivalent to 7.4 perceat of GDP and this was higher than the
6.4 percent of GDP projected at budget tume and further deviation lrom the
Charter.

Table 1 below highlights a summary of the Fiscal operations for FY2021/22
and outturn lor FY2020/2). During the Financial Year 2021/22 UOX 22.993
billvon was realized in Revenue and Graats aganst o target of UGX 23,8350
billion hence a shortfall of UGX 857.2 billion. Expenditure amounting to UGX
34,967 bulon was utilized against a target of UGX 34,233 billion. Recurrent
expenditure was UOX 21,324 billion against a target of UGX 18,967 billion and
development expenditure was UGX 12,735 billion against a targer of UGX
14,755 bilhon. This resulted in a fscal deficit of UGX 11,973 billion, equivalent
to 7.4 percent of GDP an increase of 1 perceat from the target of 6.4 peccent.

The Committee recommends that there is need for flacal consolidation by
government through reducing oonecessary recumrent expanditare,
government should expedits the rationalization of MDAs in order to tame
the rise in the wage bil) and grow development expasnditure {o order to

iocrease revenves, restore public (inances and maintais market
confidence.

Table 1: Fiscal Operations for FY2021/23 (UGX Bo.)

Outturs Budget ' Owttorn
UGX BUlion FY2020/21 FY2031/22 FY3021/32
Reveous and Grants 21,239 23,850.00 22,993.00
Ravenuce 19,839 43,43%.00 41,821.00
Tux Revenue 18,337 20.877.00 20,426.00
Nom- tax revenue 1,36) 1.848.00 ),406.00 H
Qil Revenuy T . -
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L Grants 1 te00| 143300 L162.00 |
Budve: Supaert 75 e L6300 |
Praject Support 1328 1,345 00 108400 .

Expenditure snd Leadisg 35,141 34,233.00 | 34.967.00
Cotrent Enpeaditures 18.49% 18,967.00 21,324.00
Wages and Salnrizs 5,130 $,529.00 $ 628.00
| Intercut Payments 3,990 4.698.00 4,965.00 |
Dowvestic 3,020 | 3,968.00 4,163 00
External 970 1,230.00 £03.00
Other Recurr. Bxp. 9,325 8,741.00 10,730.00 |
Devalopment
 Eapendityres 15,181 14,788.00 13,788.00
Domestic Dev't 9,682 7,997.00 8,14) 00
Externs t 5,479 6.758.00 4,644 00
Net bending/ Repayments 6al 101.00 252 .00
Domestec Arreass sepay ment B4 400.00
OVERALL FISCAL 2029
BALANCE + 1 - _10,383.00 -11,973.00

| Pinancing: 13,902 10,383.00 11,973.00

|_External Fiasnciug (Het) 8,88 7,240.00 4,823.00
Disbwsrsementa 7,942 9.027.00 6,539.00

Gudget Support
_Loans 3,332 3,508.00 2,475.00 |
Project Support

| Losna 4119 5519.00 4,064.00

Amorization . 954 1,787.00 171583 |
Domastic Finansing (Net) 5,796 3,142.00 8,685.00
Bank Financing 1,261 | ) 668 .00 2,725.00
Non- Bank Financing 5,034 1.474.00 2.85) 00
Errors sad Ominicos &19 . ),864.00

| Memo itama

Reveaue % GOP 1344 13.8% 13.5%
Expenditure % GOP 23.7% _ZL1% 21 6
Fiscal deficit % GDP +9 0% & 4% +7 5%

Source: wmmmwmrﬂz

3.2 Flscal Balance position
Revenue as a percentage of GDP slightly improved to 13.5 percent in
FY2021/22 from 13.4 percent in FY2020/2). However, Uganda’s Tax o GDP
raho s still way below the sub-Saharan average of 16 percent. Expenditure
GDP rauo has continued to grow exponcntially from 16 percent in FY2016/17
to 21. & percent though a reduction from 23.7 pcn:cm in FY2020/21. Largely




due o increased recurrent expenditure wrranat platned by 124 percent,
huowever develonmen: expenditare underperformed s oty 68.7 et

2.3 Piscal Deficit Fionocilag

The hiscal deficit in the Financial Year 2021/22 way [nanced through
borrowine from the domestic market, external market and developmem
partners. From external sources, a total of VOX 6,539 billon was disbursced
againat a target of UGX 9,027 billion out of which UOX 2,475 billion was
general budget support and UGX 4,064 billion was tied to specific projects.

As at June 2022, the stock of public debt stood at UGX 78,799 billion up from
UGX 69,512 billion as at June 2021.As a share of GDP, public debt increased
from 47 percent tu 48.4 percent as of June 2022 and it is further projected to
increase 0 53.1 percent in June 2023 belore reducing to below SO percent in
the medium term.

2.4 Complinnce with the Charter for Fiscal Respousibility

In FY2021 /22, nomina debt was 438.4 percent within the target of 52.7 percent
as per the CFR and within the CFR objective one of reducing debt 10 GDP rauo
below SO pereent. Fiscal balance was 7.4 percent with a 1 percentage point
increase compared to the target of 6.4 percent as per the CFR with an objective
of reducing it to 3 percent within the medivm term. In the CFR, the goal for
non-oil revenue u3 a percentage of GDP was 13.8 percent however only 13.5
percent was realized by June 2022,

3.0 PERFORMANCE OF REVENUE FOR FY 2021/33

3.1 Ilotroduction

Over the past decade, Uganda has seen annual increases in the revenue ty
GOP ratio, averaging 0.3 percentage points. However, revenue yiekds reman
below s potential (estmated at between 22% and 26% of GDP by Langiord &
Ohlenburg, {2016], with revenue-10-GDP ratio of 13.5% in FY 2021/22 behind
the regional peers. While estimates from a number of studies may be over
oplimistic, they indicate that Uganda’s existing tax policy and administration
have lcakages.

Collection of taxes in an economy like Uganda is diflicult, since it is made up of
many small enterprises and subsistence agriculture, while non- farm, formal
sector wages comprise a small share of total national income. This makes the
potential tax base for traditional value added and wcome taxes relatively
narrow.

Addressing areas of weakness in tax policy might bring some immediate gains.
However, increasing tax revenues is not simply a case of adding new taxes or

4

INCreaning rates, especially if the increases gee to be systainable and far.
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Government’s objective in FY 2021/22 was w0 mcrease revenue by 0.5
gescentige 20ints of GDP, consistent with Governenen: targets 2ovisaged in the
Dormestic Kevence Mooihization Strategy (ORMS) and the Xaticna, Developmenrd
Plan I). Furthermore, the Revenue Strategy for FY 2021/22 was premised vn
the need and potential to generate suflicicmt domestic revenues to deliver
esyenbial public goods and services.

Over FY 2021/22, Uganda's tax- to- GDP ratio increased by 0.45 percentage
points from 12.4% in FY 2020/21 to 12.8% in FY 2021/22. This remained on
course in the implementation of the Domestic Revenue Mobilization Strategy
(DRMS} and the National Development Plan (1. This alse points towards the
start of the recovery from the effects of COVID-19 pandemic, which slowed
down economic activity starung in FY 2019/20 under some tax heads. Despite
this progress, the country registered a shortfall of UGX 451 billion, relative to
the approved targets during the FY 2021722

As noted above the overal! vield rom taxes i1s lower than expected and below
the Jeve) required (o linance government expenditure. The DRMS highlights a
number of arcas where tax policy can bhe refined and umproved but $
Constrainls appear most urgent given the current government preasures. They
include

i) The wide range of exemptions and deductions granted to investors, resulung
in low corporate income tax yield and low effective tax rates. Poor monitonng of
tax expenditures and limited linkage to specilic economic development and
welfarce objectives has rendered such incenuves overly generous. Overall, these
incentives result in substantial amounts of kst revenue, estimated to be 1.56%
of GDP in FY 2021/22, yet their effectiveness in attracting new, productive
investment is questionable. For wistance, Jamesdk Sebastan {2014) found that
93% of investors would have taken their actmates in Uganda even of tax
incentives had not been provided.

i} Frequent, ad hoc adjustments have crealed an unstable and unpredictable
policy environment DRMS acknowledges the fact that Uganda's tax policy s
reactive to short term pressures, with little alignment to a clear, overarching
strategy. Frequent, piccemeal changes entail high compliance adjustment costs
for the tax payer, eroding confidence. In addition the level of analysis and
consultation undertaken in the course of policy development ia olten
insufficient and rarely focused on the revenue \mpact of a proposal, without
understanding the whole specorum of economic, distributional, social and
welfare cilfects.

i) Leakages in the VAT system. VAT accounts for one - third of Uganda's tax
reveaue, however, certain exemphons are insullicient n their scope and poorly
targeted, making the system a relatively more regreasive bacal instrument.
St.uqie.‘ have shown that direct tansicrs have shown to be more efficient and




hetter targeted redistnbutive oy than exempuons {Harris et al, 2018). A
stwdy on VAT returmns data indicated that misreporting by firms costs
government at least USS 383 million in uncollecled revenue between 2013-
2016 (Almunia cral. 2020). These losscs are i part due 10 ineflicient
comphiance management, particulasly inadequate analvsis of 1ax paver
information and himited use of avalable data to reconcile returns.

w} Balancing the competing objectives of import substitution, export
promotion, and revenue generation is difficult Studies have indicated that if
import interruptions to the same degree as found at the outset of the COVID-
19 pandemic had continued, 6.6% of lormal finns would have closed, reducing
furmal employment by 4.7% {Spray®& Rauschendorfer, 2020). These results
suggest that pursuing protectiomism without considering knock: on eflects
cisks harming the private scctor, reducing hem profitability and formal
cmoployment, and rising consumer prices.

v) imited consultations on tax policy issues. The narrow focus is compounded
by limited dialogue with the privatc sector and other stakcholders and
insuliaent recogmition of the range of interfaces that businesses have with the
tax system. As a consequence, tax policy 1s not always in algoment with wider
government obpectives, and too little attention 18 paid to ensunng that taxation
does not hamper the growth of firms.

3.2 Revenus Projections for FY 2021/322

The domestic revenue projection for FY 2021722 wax UGX 22,425 37 billion,
broken down into Tax revenuc of UGX 20,876.93 billion and NTR {including
AlA) of UGX 1,548.42 billion. This transiated to a nominal growth of 16 percent
compared to the projected outturn of FY 2020/21. Thia projection was
approved belore Government instituted another lockdown following the second
wave of the Covid- 19 pandemic and it was based on the following assumptions;

). The base - which was the projected revenue outturn of FY 2020/21 of UQX
19.302.86 billion.

Ww. The basc in (i) above was subjccted to a revenue forecasting model to denve
revenue gains on account of macrocconomic assumptions {buoyancy). The
revenue gains on account of buoyancy amounted to UGX 1,863.00 billion.

. Revenue gains (rom tax policy measures of UGX 460.60 billion and revenue
gains from tax administration measures of UGX 799 billion.

3.3 Revepue parformance for FY 2021/22

Cumulative collections for the FY 2021722 amouated to UGX. 21,831.18 billio M
Against a projection of UGX 22,425.37 billion registering a deficit of UOX.

594.19 billion. Revenue collections grew by 11 percent compared to F’f‘ve_
202021 as shown in the table and figure below.




Tabls 2: Domcatic Revenues lor FY 2021722

Bource: MFPFED and PRO Computations

Domestic revenue collections totaled UGX 21,831.18 billion, up 11.7 percent
from the previous year. Tax revenue accounted for VOX 20,425.63 billion {97.8
percent) of total revenues, while non-tax revenuc accounted for UGX 1,405.55
bilion. Dumestic revenue has risen at a nominal rate of 13 percent over the
last four years, except for FY 2019720, which was hampered by COVID-19, as
indicated in the figure) below. During this time, the rate of growth haa also
slowed. Tax revepue collections in FY 2021/22 were short of the UOX
2087695 bilkon target by UGX 451 .31 billioo as all major tax categories

escluding tax on international uade, posted shortlally. ; 5 b
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Figure 1: Revanus Performance lrom FY 2015/19- FY 2021/22 (UGX bn)
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3.4 Ravenue Performance by tax bead for the FY 20231/22

3.4.1 locome taxos

These include taxes on employment income, business income and property
mcome. Revenue collections for the period under review amounted to UGX.
7,375.69 billion against a projectivn of UGX. 7,413.85 billion registering a
deficit of UGX. 38.22 billion. Despite the shortfall, there way a growth of 11
percent (UGX. 756.24 billion) in revenues compaced to the same penod of FY
2020/21. This performance is surmunarized wn Figure 2.




Figure 2: Performance of taxes oo iocomse lor the period - FY 2018/19 to
2021/22 {UGX ba)

& DUk 1 8
¥ Ditng iy 1%
£,000.90 1%
000 O i

3 1o
A "} "~
3,000 00 o
7.000-00 -~
1.000 00 P

e
018119 2019/ 20 200051 W12
D e (3wt vt gl
Source: MoFPED

Surpluses were registered under Pay As You Earn (PAYE} {UGX. 440.81 billiun)
and Casno/ gaming tax (UGX 22.67 billion) while delicits were registered
under corporate income tax (FGX. 111.56 billion), withholding tax (UGX. 121.1
bilhiun) and rental income tax (UGX. 184.96 billion).

This performance is mainly attributed to the following:

i The UGX. 440.81 billion Surplus on PAYE was on account of recruitment
and promotion of emplayees in the public sector, in addition to payment
of bonuses and higher salaries in the private sector. As a result, PAYE
enllections increased by UGX. 174.61 billion in the Public Sector while
contributions from private sector increased by UGX.266.2 billion.

n.  The UGX. 111.56 billion Shortfall on corporate income (ax is attnibuted
to declines in the peofitability of irms, as a result of the negative impacts
of lockdown measures inatituted o curb the spread of coronavirus,
Speciically, the deficit is atinbuted to;

8. Low levels of aggregate demand leading to a shortfall of UGX. 7.74
billion in Real estate, renting and business activities.

b. Restricbons on movement led to a shortfall of UOX. 23.79 billion in
Hotels, Camping and accommodation services.

¢. Closure of education institutions led to a shortfall of UGX. 21.08
bilhon; and

d. UGX. 76.78 billion Which was registered under the construction sub- H l




The cefow of UGN 18606 Blion in rerlal woome ax is party ¢
account of delayed implomentauon of the rental income tax collecuon
solution. In addition, there have been some losses on account ol
ambiguity in the rental income tax legislation, which complicates tax
administration. There was also a shift in the behavior of individuals as
some businesses permanently operated remotely while some tradera
shifted thewr busineas o0 online trading. This resulted in declines in
occupancy and hence, decling in rental income tax.

wv.  The deficit of UGX 121.]1 billion in withholding tax was on account of
decline in Oovernment Payments (UOX 64.63 billion) ansing Ifrom
operating remotely and general budget cuts, Manapement & Professional
fees (UGX 80.56 illion} and General supphes (UGX 49 .86 billion). There
was also a dechine of UGX. 100.55 billion on withholding tax on
dividends, which is another indicator of declines in profitability of fums.

3.4.2 Consumption taxes

These are taxes on goods and sepvices. They include Excise Duty and Valuc
Added Tax (VATE. Collectiona for the period under review amounted to DGX.
4,942.6 billion against the projection of UGX. 5,689.50 billion. hence a deficit
of UGX. 7946.90 billion. Despite the shorudall, there was growth of 10.5 percent
w revenue collections compared to the same period in FY 2020/21. The
petfocmance from FY 2017/ 18 w FY 2021/22 is shown in Figure 3.

Figure 3: Performance of Consumption taxes for the period - FY 2018/19 to FY
2021/22 (VGX bn)
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Bource: URA and PBO Computation

VAT collections amounted to UGX 3.295.90 billion against a proyection of UG
3.8016.13 bilbon registering a delicit of UGX 520.23 billion. Despite the deflicit,

there was growth of 10.1 percent (UOX 307.““"] in VAT collections,




compared 1o the sme penod in FY 2020/21. Major dehicits were vopistored
under beer (UGX 52.02 bilhon), spinits (UGX 66.11 bilhion), soll drinks {UGX
48.43 bilhon), and Cement {UGX 34.5 billion), while a major surplus was
registered under phone talk time (UGX 56.37 billion).

Excise Dury collecuons amounted to UGX. 1,646.70 billion againat a tarrcl of
UGX. 1.873.37 biliior. registenng a defiant of UGX. 226.67 oillion and a 113
percent (UGX 166.72 billion) growth in revenue collection compared to FY
2020/ 21. Major deficits were registered under beer, phone talk time, intecnet
data and spirits of UGX 48.72 billion, UGX 36.21 billion, UGX 39.28 iltion
and UGX 64.123 billwn respectively whereas, major surplus was registercd on
excise duty on the value of mobile money withdrawals (UGX. 52.21 billion).
The above performance 13 mainly attributed to declines in sales and production
volumes of goods and services as a result of suppressed aggregate decmand.
Some of the products that attracted taxes on consumption registered declines
in production and sales as indicated in the table below

Table 3: Production and Salss Volumas for FY 2021/22

Parent Prodect Nasa Frodection Productios FY 2021/33-
Quy-PY oy Y Growth/Decline
2020/21 2021/23
Beer{Lirs) Ja6 029 268 149,152 862 1%
" Cementikgs) 3 88G.006 49204001 1%
Cigareties{Mliea) 1.879,780 1,530,560 tE%
Cooking oilLirs) 202.656.705 248,987,381 15%
Coamenics and 119,840,356 47,356 803 107%
Pecfumeaikgs) .

Drinling Waterjlirs) 493.366.316 668,791,363 6%

Motor vehicle 668,326 4,229,52) $33%
Liobricanisitice)

Flaslics 3712 285979 7604

Soft Drink ¢y, a0da, 762,652 968 £39,252.916 1%
_juscenfitys)

SpataiLirs) 86,619,001 103,006,233 %

Sugar{Kgs) 528,959 1.169,465 121%

Wines{Lirs) 978,302 13,540,382 1284%

T Bales Ry PV | Sabes Qiy-FY |
2020731 2021722

Beer{Lirs) 4 657 057 395, 141,830

Cemen i) 4,884 518 4,910,398

Cigaretien(Milies) 1.921,610 1,413.610

Cooking oilLtrs) 292,043,545 248,002,547

Cosmutics nnd 66,736,836 S1,474,342

—




Parent Product Name PMroduction Production | 7Y 2021/33-
Quy-FY Qy-FY Growth/Declios
2030721 2031/22 — e

Porlumesikgs)

Drnking WalceiLirs) 488,605,768 1 £39,133.318 1%

Motar vehicie 1,242 487 * 3,961,458 217

IuSricanteilt:u :

Plasucy 3% 35,39 9269% .

Solt Drink ¢.¢.000h. 762091627 B48.214.53) n% .
| juiccufira) ! '

Speits{Lirs) £6.090.172 102,804,129 19% ;

Sugar{Kgy) S45.997 774,675 A% }

Wines{Ltrs) 878,455 4,263,416 385% |

Bource: URA databasrs

In addition to declines in sales and production volumes, there were delays in
the enforcement of Electronic Fiscal Receipting and lnvoicing System (EFRIS)
and the Digital Tax Stamps {DTS).

3.4.3 Trads taxes

During the FY 2021/22, trade taxes collections amounted to UGX 8,433.17
billion regiztering a surplus of UGX. 293.69 billion against the projection of
UGX 8,140.49 bhillion. This represents a growth of 12.9 percent {UGX 928 31
bulion) in revenucs collectiona comparced to FY 2020/21. A summary of this
performance is shown in Figures 4

Figure 4: Performance of Trads taxes for FY 2018/19 to FY 3021/22 (UGX ba)
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Major surphises were registered in VAT on impores {UGX 440.93 bidlion) aand
Petzulewrn duty (LGX 5202 thon), while nggor aboridalis wese registered
unde; nport duty (UGX L1943 bilwor) and witaholding taxes on smports
(UGX 32.35 billion). This performance is on accoun! of the following;

i. The surplus of UGX 69.02 billion on petrolcum duty is attnbuted to increase
in excise duty by UGX. 100 per litre of petrol and diesel leading o extra
collections of UGX. 84.6 hillion.

ii. UGX. 440.93 billion surplus registered under VAT on imports i on account
of increase value and volumes of major items. Increased values and volumes
led to surpluses in the following items;

a. Cereals - UGX. 20.42 billion

b. Amimal or vegetable fats and oila = UGX. 75.61 bilhon

<. 3alt, sulphur, plastering matenals, hme and cement - UGX. 59.72 billoa
d. Iron and sieel - UGX. 123.2 billion: and

¢ Vehicles - UGX. 69 .41 billion.

ii. The delicit of UGX. 119.43 billion is mainly attributed to shortfall of UGX.
40.42 billion registered under imports of electncal machinery and equipment.

Other factors that have influenced revenue performance during the FY
2021722 are the following;

(a) Lower than projected revenues from less productive revenue enhancement
measurcs. These are both policy and administrauve in nature. They are;

i. DTS, EFRIS and the rental income tax soluton;

n. Tax regime for rental income for ndividuals and companies -registered a
shonfall of UGX 184.96 bilkion

ii. Export levy ongold - registered a shortfall of UGX 32.76 billion mainly
attribuled to the decision by Cabinet to halt the collection of levies on exported

gold.
iv. Export levy on tobucco - UGX 16.27 billion shortiall

(&) Non-payment of taxes by Government According to URA, the (wtal
cutatanding tox arrears owed to URA by Government amounted to UGX 658.69
billion as at Sth November, 2021.

{¢) Donor Funded Projects especially the VAT deeming provisions; and

() Tax expenditures for which revenue is foregone. In FY 2021/22 alone, Lhe
total revenyce foregone as a result of tax expenditures was esbmated at UGX.

b




2,478.1 Lilhon, equivalent w 1.56 percemt of GDP, and 12% of Tax revenuc
congcted o FY 2021,/22.

3.5 Performance of Non-Tax Revenus

Total NTR amounted to Shs.1, 405.4Bn (URA and AiA} performing at 65%. Out
thia, URA collections and AiA realized amounted to Shs.835.4Bn and 570Bn
respectuively. Compared to FY 2020/2), an wncrement of Shs.475.4Bn was
realized and growth rate of 51% and 64% was registered for Overall and URA
NTR respectively as indicated in the table below

Tabls 4;: Non-Tax Revenues Performannce for FY 2021/22

Tax category {Billica) = Collections | Estimastes | Colleotions WTR Perf
' FY2020/31 | PYa0a1/23 | FV2021/22 | PY 2021733

Crerall NTRIURA *ALA} 93000 | 2.150.00 1,405.40 65%
URA NTK $10.00 B16.90 #35.40 2%
Cenurnl Govt 2040 00 250.00 .
Local Gont 30.00 .
Others 312000 55 40 .
ALA 1,331 10 $70.00 3% ]
Central Govt FETHT . !
Locad Govt 10.00 .

[ Others 600.00 $40.00 0%

m;mn.mmmﬁﬁw.

The under-pecformance of NTR in FY 2021/22 is partly attributed to non-
remittance of revenue by MDAs such Uganda National Examinations Board,
Uganda Wildlife Authority and Natona) Medical Stores to URA, which
sltoagether amounted to UGX 239.10 billion of the NTR target for FY 2021/22.

Towal NTR collection (rom Local governments amounted to UGX.60 Billion out
ol which Shs. 30 Billionn was collected by URA. No NTR targets were sct for
local governments which may discourage cffort to collect NTR and compromanse
accountably.

Appropriation v Aid (AiA} amounting to Shs.570 Gilion was realized and spent
at source aganst a target of UGX. 1, 3311 billon performing at 43%

3.6 Performance of Administrative Measures doring the FY 3021/322

In FY 2021722, new wax pelicy and administrative mcasures are expected to
contribute to a revenue gain of UGX. 1,259.63 billion. However, as indicated in
table 8, (hese cfforts resulted in a total net revenue increase of UGX 1,894.37
billion, indicating a 150.39 percent realization. .




Table 5: Peclormance of Revenus Enhancement Measures in FY 2021/332

| Mesdure Category Expacied htted . Pardarance .
purdoss | Genlloks
Income Trx Y1) . %
Bxtise Doty ;Mx 20066 9%
VAT 1¥0.00 163 1154%
[Fiah Act, 2021 5.00 M 1%
[Tobacco Control Act, 2021 W00 0.8 ™
Miing Axt, 2021 000 B 17
Cuntoma Amend ments 6200 WM.75 %%
[NTR .23 : ™
Adminmsirative Messures LT 1) 4 %%
Totsl T AINES | VY | 0%

Source: Annual Budget Performance Report.FY 2021/23, MFPED

Administrative measures accounted for 73 percent of the total revenue
collections from the measures, while tax pohcy measures accounted for 27
percent. The bulk of revenue gains from tax policy measures is attributed to
excise duty that contributed UGX. 280.66 billion out of total tax policy revenue
gains of UGX. 510.91 billion. The performance of tax admunistration measures
is mainly attributed to o arrears management efforts and improved non-
intrusive inapection technologies such as scanners, which have contributed
considerably to tax revenue collections during the fiscal year 2021722

3.6.1 Tax Expenditore for FY 2021/22

Tax expendatures ace, broadly defined, any reductions in tax hability compared
with some benchmark tax system'. They can take the form of exemptions,
allowances rate reliefs, credits and deferrals.

Government spends through the tax system in form of tax reliefs. The value of
revenue foregone from the reliefs is what is called Tax Expenditure. Tax
expenditure exist for i} social purposes, ii} 10 provide relief to certain sectors of
the economy, i) due w difficulties in collecting revenue from hard to tax
sectors.

The purpose of tax expenditure reporting is o assess the effectiveness and
efhiciency of \ax exemptions or relicls provided to gukde policy decisions.
However, The Tax expenditure report indicates that the figurcs presented ace

* Oosing S FY 2021722 8 drnb of riper potising s hirvt Dot S0080 1 But tepomicny of M epanditeres which vimps -
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an upder-estmate o the Irag amount of evenuc foregone fom tAx
cxpunditure, due to data iemtations. The assessment ducsa’l take into sccount
any behaviora) changes due w the presence of the tax cxpenditure. Therelore
revepue foregone is not equivalent to revenue gain that may be achieved from
removing tax rcliefs. Further the impact of the tax excinptions is not assessed
i Lhe economy. Therefore luwrther studies will have to be instituted (o assess
the offectiveness, elficiency and impact of the tax exemplions in greater detail.

During the FY the value of revenue foregone from tax expenditures was
esumated to amount to UGX 24875 billion or 1.56% of GDP and 12.2% of
total tax collected. Compared to previous penod of FY 2020/21 tax
expenditures grew by 15%. :

The largest share of revenue joregone came from VAT at 47%, amounting to
UGX 1,160.85 bilion, which was 0.73% of GDP, as mdicated in the table below

Table 6: Summary of Estimates of Revenus Foregons by Tax Head in UGX
Billions otberwise stated.

— - —

| FY 57 Y " 27 13 %

r_ 2016717 | 2007718 | 2018719 | 2009720 | 2030/21 | 2031/22 | Shamre
Total Tax Exp | 947.466 | 1318.T77 | 1703.796 | 1891.452 | 2165.171 | 2487.48)

Tux Exp Groudh I % | % 9% 5%

rals H

GOr 102,900 19 | 12098872 | 132,077 36 | 140,107 56 | 148,299.38 | 159,452 63

As % of GDP 0.87% 1.00% 1.29% 1.38% 1.46% 1.66%

Total Tax | 12,.593.2 | 13,04085 | 16,037.39 | 15012.21 | 1833678 | 20,42563
Collected

As % of Towl| 7.52% $.95% 10.62% 11.89% 11.81% 12.18%

 Tax

VAT Exp 229616 | 415067 | 743688 | 743232 | 924301 | 1160831 |4T%
VAT GDP 0.21% 0 34% 0.S6% 053% 0 62% 0.73%
Cuntuma 24608 265 35092 322 .59 152 99 41165 | 17T%
Cuslomsl™ COP) | 0.23% 0.27% 0.27% 0.23%. 0.24% 0.26%

Inconne Tax 189.76 27N 6] 236.35 173.69 41662 | 17T%
Income Tax 0 1 D19% 0.158% 0.34% 0.26%
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Exciee 282 4 405S 37284 | 35194 TETRT

THA 33

TSN 0. 3a%. 0. 1%

[ Excisel® GOP) I | 0.28% 0.25%

0.51%

Bource: NFPED Tax Bxpenditure Report, URA and PBD Computations

Over the past six linancial vears, Tax Expendituces in Uganda aave grown both
v number and in terms of the value of revenue foregone. The value of revenue
foregone due to tax expenditures has increased from around 0.87% of GOP in
FY 2016/17 to 1.56% of GDP in FY 2021722, an increase of around 79% over
the penod under review.

3.6.2 lscome Tax

The revenue foregone under the income tax in FY 2021722 is estimated to
stand at around 0.26% of GDP, or UGX 416.62 billion. This represents a slight
dechine since FY 2020/21, where revenue foregone under income tax stood at
UGX 449.72 billion or 0.3% of GDP. The decline was largely due to projected

yield from income tax exemptions which fell by 13%, as indicated in the table
below

Table 7: Revenue foregone from Income Tax Expeaditurss (UGX Billions)

’Y 2] (37 v Y rY
Type of Tan Enp 2016/17 | 2017/18 | 2018/1% | 2019/20 | 2020/2) | 202)/23
- 1
T Excmpliony 17709 [ 19392 | 201.02 | 38644 | 38472 | 33573
Alowancesd
Deduciionn [r] 0 §.37 75.356 L5 24 &5 8
Rale Rclicla 12.57 37.69 23.96 T 11.89 876 15.08
;"rm: 18976 | 23160 | 23635 | 47369 | 44972 | 1661

Bource: NIPED Tax Expenditurs Report

The largest category of income tax expenditures is that of Excmptions.
However, the Allowances and Deductions category has increased in
wnportance, due to the re-introduction of the initial allowances on plant and
machinery and industrial buildings under Scction 27A of the Income Tax Act,
in July 2017

Revenue forcgone from allowances and deductions is primarily driven by the
inital allowance in respect of plant and machinery, which conatitutes belween
UGX 51 bilion and UGX 67 billion, in any given year since reintroduction in
FY17/18. The data for these initial allowances in FY 2021/22 are esuimates
baucl on previous 2 Fys.




Rate reliefs (i.e. various sources of income being subject to a lower tax rate
than would be the case in the benchmark scenano) also exist within the
income tax system.

Estimatea of revenue foregone due to income tax rate reliefs are sigruficantly
lower than those of exemptions or allowances under the income tax, standing
at around UGX 15.08 billion in FY 2021/22. The majority of the revenue
foregone under this category is from Payment of Service Fees by mining and
Petroleum Licensees.

3.6.3 Value Added Tax

The revenue foregone from exempt and zero-rated items is calculated simply as
18% of the sales, or import, value of that item. VAT returns do not capture a
description of specific items sold and thus, when estimating loregone revenues
of specific itema against a pre-defined benchmarsk, it is not possible 1o identify
the value of local sales of those items. However, the report captures the
foregone VAT on imports of most items. Thus, the estimates presented for VAT
capture revenue foregone on items originating overseas reasonably well, but
less comprehensively on items that oniginate locally.

Tax expenditures under VAT stood at UGX 1,160.85 billion in FY 2021/22.
This represented an increase from UGX 924.3 billion in FY 2020/21(or 26%
increase). As a % of GDP, revenue foregone on VAT stood at 0.73% of GDP, an
increase from 0.62% of GDP in the preceding year. This includes the knock-on
elfects resulting from tax expenditures under Customs and Excise duties that
generated additional VAT foregone as indicated in the table below

Tabls 8: Revenus Foregone ander VAT Expenditores (UGX Billions)

Typs of Taxbp FY2WNT | FYZ01TME | £V 200090 | FY 204020 | Fy e | #v 2nv2
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Tac valae of revernue foregene duc o VAT exemplicns as nsen frem UGX (7
bilhien i FY 2006/17 to LGX 128.9 billion in FY 2021772 The total value of
VAT cxemptions as a % of GDP s estimated to stand at 2.081% of GDP in FY
2021/22. Three new VAT excnptions were estimated. namely those covering
the Supply of Cotton Seed Coke, Processed Milk and VAT reliefl on products to
fight the Covid- 19 pandemic.

The revenue foregone for VAT allowances comes from deemed VAT, however,
the Tax Expenditure Report of the Ministry of Finance did not obtain relevant
data for deemed VAT according to the three categories? and therefore uscd the
aggregate igure for all. Revenuc foregone lrom VAT deeming constitutes the
largest category of revenue foregone under the VAT, standing at 0.47% of GDP
in FY 2021/22, continuing an increasing tend secn since the introduction of
the practice.

The rotal revenue foregone atiributable o VAT rate relicfs has increased from
UGX 74.72 billion in FY 2016/17 to UGX 124.25 billion in FY 2021/22. In
terms of % GDP however, the amount has remained fairly constant, at around
0.07-0.08% of GDP. The expenditure from which the amount of revenue
foregone was largest {UGX 58.74 billion) was Relief for handling services as
prownded for under Section 24 (4), 28(1) {a}) & para l{d) 3¢ Schedule VAT Act.

The VAT revenue loregone duc 1o knock-on effects [rom other reliefs, un
customs and excise duties, amounted to UGX 163 8 bilbon during the FY
202) /22. The figures indicated represent 18% of revenue foregone from these
categories, thus any increases over time are reflecuve of increases in the
underlying revenue foregone hgures under VAT or Customs. The expenditure
from which the amount of revenue foregone was largest (UGX 89.7 billion)
resulted (rom the knock on VAT elfect from Excise Tax expenditures.

J44 Customs

Revenue (oregone from Customs wn FY 2021/22 stands at UGK 411.65 billicn
or around (.26% of GDP. Whilst in nomunal terms thas has increased from UGX
246.08 billion in FY 2016/17, as o % of GDP the hgure has remained lairly
constant at between 0.22 and 0.26% of GDP over the past six financial years as
indicated in the table below.

Tabls 9: Revenue Foregone under Customs Tax Expemditures (UGX

| Type of Tax | FY2016717 | V2017718 | FYI018/19 | FYI0I9/20 | FY2020/31 | FY2021/33

' e 3 Categoenrs Sta: 1) DRemed VAT payment On Sepobes by 3 COMIMIO L0 B ICENGIEE UNDE! Manng of
EEIroHEI S0y MlONS- Secthon 2S) VAT Act, v} Oeemed VAT on tuppiies Lo 2 LonIraCIor EaRCuting an 3 hended
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ExrmAcng 487 4030 £8.33 as.<h | <554 FER . T
E.n-. rlicls -.321.-20' TR TR 28260 | 2700 | 30400 GIR

Tl i 246,07 G600 35095 3259 352.96 TS

T _ 2 1 —
| GOr 10890414 | 1M1988.72 | 132,077.36 | 140.107.56 | 148,299 38 | 159,457.63
[As "4 of GDP 0.25% 0.22% 0.27% | 0213% 0.24% 0.26%

Source: MPPED Tax Expsnditurs Reportd PBO Computations

The value of revenue foregone due to customs exemplions has rigen from UGX
24 87 billion in FY 2016/17 10 UGX 47.88 billion in FY 2021/22. As a % of
GDP, however, the revenue foregone from customs exemptions has remained
(arly constant over this hme period on average, currently estimated to stand at
around 0.24%. The expenditure com which the amount of revenue foregone
was largest (UGX 43.73 billion) is on solar equipment to enable the population
access renewable energy sources.

Under customs rate reliel, imports considered are those that benefited (rom
‘SBtays of Application” and / or Remission of duty’ as denoted in the EAC
Gazetres. Only those goods which reccived a blanket stay of application or
remission of duty are considered. Total revenue loregone from Rate Reliefs has
grown from UGX 22).2 billion in FY 2016/17 10 UGX 363.8 billion in FY
20201 /22. The expenditure from which the amount of revenue loregone was
largest (UGX 200.29 billwon) s on wheat grain, as it s used as an input into the
production of confectionaricx and food items, but alse not Incally produced at
commercial scale.

3.6.5 Excise Duty

In addition to their revenue raising objective, excise dutics are typically
designed to address negative externalities or discourage particular behavior.
The one exception is an exemption for excise duties is on Strategic Investment
Projects’. Any exceprions or reducliony granted to certain consumers would be
consideced tax expenditures.

Revenuc loregone under Excise Duty has not shown a constant upward or
downward trend over the past six financial years as wndicated in the table
below

Table 10: Revenue Foregone nnder Excise Tax Expanditures (UGX Billions)

" 2 2] 23 23 27
Typs of Tax Bup 2016/17 | 2017718 | 2018719 | 209920 | 2020721 | 2021722
Strateme Investment
' Mrojecia N/A NiA N/A ; No Dota
| Bcer o1 60274 3276| 3531 60| 2769
Sperits mq.ui 18014 126.4 SIB8[| 144.79] 15168 "H
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Type of Tax Exp 2016717 | 2017718 | 2008719 | 2019720 | 2020721 | 2021722
Wine 0.55 06 )53 174 13.09 397
International Calls N229| 1644%| 19211 28] 253.88 | 279.27
Furniture + Ho Diniay
Total 282011 4088] 37283| 28793 438IT| 983e

Source: MFPED Tax Expenditure Report& PBO Computations

The value of revenue foregene due to Excise tax espenditures has risen from
UGX 282.01 billion in FY 2016/17 to VOX 498.34 billion in FY 2021/22. As a
% of GDP, however, the revenue foregone from Excise duties has remained
fairly conswant over this ume penod on average, currently estmated 1o stand at
around 0.29%. The expenditure from which the amount of revenue loregune
was largest [UGX 279.27 tullion) is on imerpational calls assumed to be coming
from One Nerwork Area? {ONA}.

4.0 EXPENDITURE PERFORMANCE
4.1 Budget performance (Budget Vs outturns) for FY 2021/22 by Category

Table 11 showing overall releass and npendltuu- br classifleation
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At an aggregate level UGX. 23,965.78 billion of the Gol budget was released by
the end of June 2020. This represented 107.6% of the approved budget

Aggregate absorption {measured by expenditure aa a proportion of releases)
was 97.3 %.

The high relcase was on account of supplementary expenditure which included
DGX 430.30 billion for various central and local government votes to undertake
COVID 19 operations to mitigate the spread, UOGX 184.82 billion for the
rehabilitation of the Malaba-Kampala Raihway Line under MoWT, and UOX
129.59 billion to UDC for Atiak Sugar Factory, Soroti Fruit Factory and cassava
processing in Lira, Gulu/West Nile.

4.1.1 Wage

Total wage releases performed at UGX 5,692.01 billion (102.9%) of the
Approved Budget and of this, UGX. 5,513.24 billion was spent which
represents an absorption rate of 96.9%. The release above 100% was
supplementary expenditure to cover wage short-falls.

4.1.2 Non-Wage Racurrent

Mon-wage recurrent releases were recorded at UGX. 10,307.05 billion,
representing to 117.9% of the approved budget with absorption of 96.5%. The
high release was mainly towards Covid expenditures and State House UGX 235
billion, UGX 59 billion for Local Revenue, and DGX 40 billion for emyooga, etc.

4.1.3 Domestic Development

Releases for the domestic development budget performed at UGX. 7,966.72
billion, representing 99.6% of the Approved budget. UGX 7,847 .38 billion of
this amount was spent, representing absorption of 98.5%. The high
development expenditures was as resuit of purchase of specialized machinery
and classified assets under the Defence Equipment project in Ministry of
Defence.

4.1.4 Extarnal Financing

The Budget lor External Financing amounted to UGX 6,868.25 billion. Of thus
amount, U0X 4,785.65 was disbursed which is 69.7 % of the Approved Budget.
Out of the funds which were disbursed, UGX 3,338.45 bilbon was spent
representing an absorption rate of 69.8%. It should be noted External
Financing continues to expenence low disbursements of funds on account of
low absorption of funds caused by the slow execution of projects.




Figore 5: Government Expenditure by Budget Catagories (UGX Billlons)
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Bowrce: Annnal Macresconomic & Flscal purfersmance report FY 2021/23

The Comumittee observed that recurrent expenditure (wages & salanes, intereat
payments and other non-wage recurrent) bhave increased i FY 2021/22
compared 1o FY2020/21. However, development expenditure {both domestic
and external) have reduced over the same period. This signifies that most of the
cxpenditure iz mainly consumptive. This Jow devclopment expenditure was
mainly attributed to lower spending on externally linanced projects resulting
from lower disbursements. This attributed to delayed procurement for
engineering works, delays due o land acquisition challenges resulting from
speculauon and exaggerated property values and disbursement of funds for
projects with low readiness for implementation. inadequate coumterpan (GOU)
funding, capacily challenges, consideration of unrcady projects, the outbreak
of the COVID-19 pandemic in FY2020 and over commitment of the budget for
I Projects.

The Committes recommaends that Governmaent should prioritise spending
on developmant projects in programmaes that are capable of generating
additional revenue to flnance consumptive expenditures and the
increased interest pagments

4.2 Budget performance (Budget Vs outturns) for FY 2021/22 by Sactor
Table 13: Bhowing overall relenses and expenditure by sector for
FY2021/22
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10 Social 122% 100%

| Development 152.64 2M .17 287.46 2864
11 Secunty 5597.32 ] 404520 461795 a618.01 | 114% 100%
12 Justice Law and 102% 9%
Order 196357 | 217997 | 2245301 217872
13 Public Scchor 160%. 9a%

, m_ 611.05| <2275 6834| 672.89
14 Accountability 291893 192062| 2362 o633t | 123% 83%
15 Legislmture 09 97 834.94 82228 81853 O8% 100%
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Bource: Ananal Budget Performence Ruport for the FT 2021723

Out of a total budget of UGX 29,694.68 billion lor the FY 2021/22, UGX
29,418.45 bilhon was released representing 99%. Of this UGX 27,313.96 was
spent ammountung 93% absorption.

The Energy & Mincral development, Water and Environment recorded the
lowest releases of 56%, 77% and 5% respectively. Tius is attnibuted 1o the low
rcleases of external funds lor development projects. While the Trade and

industry

Social Development,

Secunty,

Public Sector

Management,

Accountability and Public Administration sectors recorded the highest relenses
of 193%, 123%,114%, 160%, 123% and 132% respectively.
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The highest absorption was repstered under the sectors of Security, Suewl
Development and Scicnce, Technology and Innovation. However, the lowesi
absorpuon was under ICT and National Guidance, Health, and Water and
Environment sectirs.

The Committee observed that the Annual Budget performance review as
reported was preparec 03 the basis of the sectors ie they have carned out 2
sector budget performance. However, the National Development Plan (Il FY
2021721 o 2024125 and the Annual Budget for FY 2021/22 were prepared
basing on programmes. Hence performance review based on sectors makes the
companson with the annual budget and NDPID difficult. Hence we were not
able to analyze the performance of the programmes.

Ths Committee recommends that going forward sioce Uganda adopted the
Programme Based Budgeting, the budget parformance review should be
prepared basing on programmaes rather than the sectors.

The Committee noted that the following 5 programmes had the highest
expenditure during the FY 2021/22.MNationa) Delence and National roads
maintenance & construction had the highest expenditure.

Table 13: Showing programmes with highest sxpanditares

Vote ' Progpramme She B |

004 Ministry of Defence 01 National Defence Force(UPDF) 3.929.00

113 Ugandas  National | $1 Nations) rosd maintenance & construction 1.396.74

Ronds Authosiny

104 Parlismeranry | 51 Parbagoent B)B. 53

Commission

002 Swic Houne 11 Logisucal and sdminisirative support 1o 653 70 |

the Preswlency

;llﬁ Ratonal  Medica) | Phasrmaceutical and Medical Supplies %89 .02

ores

Bowrce: ADPE FY202 1732

While the following 5 programmes had the highest unspent balances at end of
June 2022

Table 14: Showing the programmes with the highest unspent balances

Vots Prog ramaros S8hs Be

130 Trcasu tations | 51 Tressury Operabions 218 30
141 URA 5 Revenue collechion & Admirustrabon ki
102 Electoral Commiason | Management of Elections 66.27
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4.3 Performance of key programme interventions.
Table 1S5: Showing the Performance of key progumm- ioterventions.
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Fund/Scheme to slycmdhirn
thec

human Fesource manage el
fancuon 1o beller service
dehverylshs 5 4}

Develop 8 Centre for Public

Service Policy Research and

Innovntions ko enhanced

eficient and effecive scrvice
4 4

I phe ment lht ¢-GP {shs 646
m)

3.Development PMan
lplementation

Improve Government -wide
Policy coordinalion bz
mrengihefung existing
instiluhional coordinalion
frameworka and orhar
platlormna

Operstionalze the National
Development Planning
Rescarch Agenda mimed at
ncTeaMng the participation of
non-actors i planning and
budgeting, and cuiden
participation in Local
Covernment Economic
Ocvelopment {LED)

Contunued implementation of
the domegtic revenue
MobiGERlOn SEAteEy sbed At
raiseng the contnbuton of
domestic revenucy by
0.5peccentage points of Gross
Domestic Product every
fnancial yeor and Tast track
the implementation of
Extractive Industrics

Tranaparcncy initintives

Conduct Censuses and
Surveys including National
Labour Force (HLS). National
Service Delivery Suevey
{NS0S8), Uganda Demagraphic
Houschold Survey (UDH3),

among others

4 == - .—

-

4 Intogruted Tranaport
Infrastrucihire & Services

Conmruction of 400km

cquivalenit of nadonnd ronds
and rehabihiaton of 200k
equivakent of national roads,

i By the: enal of PY 2021722,

: UNRA registered an average
| petformance in regard (o

| conatruction of Nutional

! Roads with 252.92 km of
gravel roads wpgraded o
pavexl itluminoua stnodards
Ng.63.23% 15t
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Acquisition of |,597 984
hectarcs for night of way [RawWy
of natwonal romls,

Renailitade SO0k of district
rosds, BOHom of communily
_ access mads,

Undertabc Feasibility Studies
and detailed snginecring
dexigne of 24 road projects
totahag 1 495 lkm;
Rehabilstate 28km of Kampaln
- Malaba MGR ine and
compensate 3,200 PAPY,
OO0k of Torots = Gulu bine;
procure 50 wagonsfooachok,
and acquire ) B56. 15 hectares
of Row of the SGR,

Conciude the consiruction and
rehabilitation of the remaming
20 pcroent of works Al the
Entebbe International Airpon
snd 23 percent development of
the Kabanle Intematonal

Adrport,

Qpen up new Intersanonal

routes for the Ugnmda Alrfines,
Le¢. Entebbe = Dubai, Entcbin -
London, Entebbe - Guunsﬂmi;

lTu' '““.'“'.;'." t.‘.il.'ﬂ..ﬂ‘; ﬂll A0 km

27130 lertare R acopu o
wed 1HY PAPY compensaled

Thr Minialry registeced
nchicvemenis in the
RAdlowing. Road Transpart
T00ka o Community Access
Raonde 126 25km of roads
opened, shaped, graded and
compacted

Reilway Transport Detfniled
deaggn foe 298Km of ralway
track refurbishment
{Kampals, - Namanve, Tororo
-Maluhal completed;
Rehatuliatwn of the Tororo -
Namawve Ruiluny Line
conmenced - 47
| Weightrd physical progress
ochieved, (NG, uncd N0
¥ Hp loconolives acquired,
i Tewt run for The locomotves
iKampsls -Jinga)
undcrigken; D2No. resth
ainckers acquired,
Locomotren overhead cranes
commisponed; 18 8% works
of 160 km along Toroso-Gulu
muict gauge Reilwey Line
complcted, 100% worky of
Gulu Logistics Hub (Phase 1)
vompleicd

DLF works underiaken Alr
Teansport & 1% works on the
passenger terminal building
enmpicied, 89 54% works on
Aprem | compicicd, 9%
msiallations for domesnc
and firc waler supply
systems completed, 79%
ronslruchion works at
Kabanle Intcenabonsl Air
Porl completed:

Apphcatons for o route o
Landon made to the UK CAA;
Slots for London got,
Application for third country
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Complete up to 795 percent of
phyzical works st Bukase pot;

Toat and centily 50 seslarers

t"r: W m.ri-. "h us the
ZASA kd TCO 2o have tie
roule lsunched; Chinag
Route: Poreign operator
Permit by pending !
appointment of pencral sakes i
: Agent, vaiting for the
response for other bidders

o have procurement proceas
completed. However, Flighta
are expecied (o sommenog
18th October 2022

83 Project Affected Persons
{FAFP3) at Bukass Port
compensated; 180 FAPs for
Buksys Port paid out of the
174 veribed PAPy

During FY 2021 /22, 308 of
Inter Water Tryanapon (IWT)

undertake the follywing
INterveaLons in

FY2021132:

Impleincntation of the Upanda
Suppornt to Munitipa)
Infrsstructure Doevcloprment
(USMID-AF) Program;

Support development and
implementation of Physacal
Devclopment Plans for Districts
s Urban Councils,

Coordinate the of thy
dovelopmant of the Natwoaal
Fhysical Developmont Pian and
unplementation of uther
Fhyzical Development Plans
[roplement nes housing
projects.

and imapect S0 water vunsels; vesspela were unspecied for
and Complete S percent of one | registration snd bcensing:
stop centre building for driver | 154 IWT veasels of
licensing and vehicke 1 raditbonal bulld were
registrabion. licenmed; 80% progress was
schieved for assembling 1
ambulance boat. The
contract for 9 rescue boats,
| fireighting and boat was
extended;
S Sumtamatde Urhaniestion | The Programme has been
& Housang allocated UGX 68.64 billson to

National Phymical
development
Pan subinitied to Cabinat

; ,f,s:as,..,,

1%:-:9

-l-

)
. 8
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2021/32

Improve rural Anuving, s
settlements; and

Implemcniation of alum
redevelopment phycct
partnerahip with the Navwooal
Housing Construction
Comapany.

&.Energy Doevelopment

-

Increase siccincity generabon
capstity and expand the
transmission and distribulion
nerovorky to load centreg and
uTAl v,

Increvas soCess 10 MOdern
Enelgy Mervicea Through rural
chectrifcation snd renvewablec
energy development, especially
0o rucal areas; and

Continue to promole
aunstainable use of bromass

resources by encourapng iree.

planting and promotion of
more effckenl slovet lor beller

respirstory healh of girls and

WA N

By end of Q4, the eleciTicity
penerabion capacity
incresped by 5TMW, from
1,268 OMW aa ot the ¢end of
last Financin) yesr do

1,346 OMW

The transmuasion network
increased from 3, HODWm 10
J. 385 56Man an at eod of the
quarter 4 following the
addition of the Keruma -
Kasranda 400kv and Karuma
« Olwiyo 133kv Transmisnion
Line. The section for 132Kkv
Exruma-Lira Trapsmisaion
Lime &l 0% The

subataton of Luzirs W
complete but commitnioning
nwaits complction of the
15km, 132kV tranamission
hine

Al distnct headquarters
have been connecicd 1o the
nalional slectriciry grid
excepd Buvoma Danc,
aswajting financisl resourcey.
Electnicity connectivity was
» 57% 10 chectricity on grid
19% and off-gnd 18%).
Following the resumpiion of
the Electricity Connections
Policy (ECP), Government
onnccted about 10,000
clients sinee the receipt of
sOme materinly.
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A FY 2121 R Goveeeeend
ars alacated VOX ), ALy
ballion for \he At
Indusminlisalion Propremme.
These fands are intemied for
Impleroentation of stalegit
investments io key vobee
thaina investmonds i moarke
for poonity product livecy,

Development of policy nnd
regulatory framewark for
biotechnology tcchnologies;

Development and promaotion of
protocols for valuc addition,

Reviewing the Nationat Food
Sakety Policy,

Development anmd

: strengthening the sy siom of

inspeclons, venhcation of
corapliance, capacity buikding
and nxuance of annilery and
photo snnitary cernficaten,

Strengthening the Nathonal
Agricultursl Research Symem
through identincntion and
banilding of key human

resguUIcE Capacity;

Further capitaluation of UOB
and UOC to support the private
ECTON,

Continued implemenialion of
the Agricuttural Credin Facihry

and Uganda Agrculiural
Insurance Schome,

Incressing agro-procesuing for
priofity commodities and
entablish 2 Regional Value
addition Incubation cenlers
{(RVAICY).

UGX.74.725b0 was
disbursed as capitalization
for Uganda Devetopment
Bank

8. Minceal Development

Increanc the vabus of
mvestments 1nto the
explorstion and proceasing of
seleceed minerals from USDOS
bilbon to USD 1.7 billion,
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JnEteAse snatAbueas of
processdd mier s Lo lulal
mandiBbooured cxporia from S
pereent to 5.8 poecear

Incrcase the number of people
employed i minceal yctor
from E.& million to 2 medbon,
and the number of troused and
akilled geoscientints irom 108
to 140;

Decrease the vlume of
imporied iron and siew) from
700,000 wnnea 1o 950000
onney,

increasc the volume of copper
produced to SO0 meicic tonnes
and value o refined gold
exports from 4530 metne tonnes
to 700 metnc tonnc, and

Reduce the value of imported
won and ateed (rom USD 370
million to USD 214 million,
morgamc fertilizers from
75,000 tonnes to 42,1689
tooncs and value of imported
inorganic fertilisers irom USD
26milbon to 1 5.4 million.

9. Sustisinable Development
of Fetralcum Resources

In PY2021722 and in \be
medium Lerm, Governmenl
ame 1o

Incressc amount of revenue
troon OU and Can scvior from
UGK 67.98 iion to UG X 265
ballion by 2025

Incremse investiment industry
contribution o OOP from 3
percent 10 5 percent by ond of
2028,

Increase the proportion of
wnvestmend v Ol and Gag w
QDP from 20 percent 1o 24
percent;

Incresse number of davs of
stock levels in the country from
1 to at Jeant 10 dnys by 2026,

The Finad Investment
Decision (FLD) for the Eanl
African Crude Ol Pipeline
|EACOF) was condluoded and
signed on 1at Februsry,
2032 UROC wan avmiled
wilh the first vanche of USD
1I0M (UOX 481nMion) to
partinlly meet its 15%
shareholding obligation i
the Enat Afncan Crude Oil

The Refinery Front End
Engineering Denign (FEED}
way completed while the
propect Environmental Social
impact Asseiimenit was at

95% progress

A tota) of 1,750 PAPs had
been paid with disclosurcs
ongoing for reoaining FAPy

W,
o«
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Lulanbe, Holine and Buboba.
Wakisg, However,
1 construchion of resettiement
Inaeneg had not commenced
il grotechnical and
hyileologhcal surveys were
onpeing.
Approximately 300 ncres of
tnnd for eacablishment of the
! Kampain fusl storage
1ermnals had been scquired
n Walkiso distnce,

Increase the pumber of On implementatnon of the
Ugnndans employed in Ol and | Mational Content Policy,
Gan rciated induasthies from 5,372 peoplc were directly
3,400 w 50,000 by 2025, and | employed in the ol and gas
indusiry of which $,106
{95%] werc Ugandan
MNalwnhla

hrcrense 1he levels of quality
vompliance of refined
petroleum peoducts from 99.0
prrcent 10 99.7 percent by

2025

10. Tourism Development | The MTWA plans to spend USD
600 midlion {spproximately
UGX 2.2 trilion) i devoloping
tourizen infrasteuciure

countryvinde. The major
infrastruciure projects include:
the Source of the Nide and
Kapgulu Hills in Busoga; M
Rwenzor Touriam
infrasiruciure development
project phase M and Mt Elgon
infrasiruciure development
project. The MTWA will alen
develop roads to cultursl
henitage sites at Bigo-
Bynmuganyi Archasological
Heritago, Nyero, Fatiko and
Emin Pasha's Fort;

i Retocation and Upgrading the
* airvteyp at the periphery of
‘ Kidepa Valler Netional Park:

Conatruction of Marine Waler
Routes including 20 docking ~
prers on Lakes Vi /
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Athyet and Upgrading of 3"'Dlr:m
&l Veunigm roada across the

com iy

Oovesvment mnd the Word
Bank cntered the pegotiabons
stge for & funding of USD
195.2 miltion to be extended
over o fx-year penod Weards
inveaiment in forest protected
arens for Climate

Sourt Enviconment

IV Matural Resousces, Incecase the land area covcred | (a a bid to incrense forcst 3
Environment, Clirunte by forcsts rom 12.4 percent to | cover in the country
Change. Land IS5 peccent and that of 6,073,069 trec peedlings
snd Water Management wettands from 8.9 parcent 1o were rupplied to individual
12 porcent, farmers, refuges hoaung

commuritics, instituations
and local governmenis.
Addivonal 670,204 {107 2has)
wiported tree peedlings were
disinbuted n Mubuku [,
Manafwa, Ngenge, Tochi and
Wadcini. 7.898 Ha of
degracted cntical wetlands
were restored.

7,398 Ha of degraded criucal
wetlands were restorod

To cobooce forest restoration
and conzervation 5, 1001ha of
| degraded Centrad Forest
Rescrves were freed from
enwrooschment in all 9
regnnil manageminl Areas
acrons the country. §,227ha
of degraded

nafueal forests were resiosed
through restoration plasting
with indigenous iree spocics
and wndcr natural
regeneralion

Operationalise the pew
Natwna) Enviroament Act,
2019 andd related regulations
providing for resinichons on
praciees auch as the
manuiacture and use ul

hazardous ch
the

= i
s ‘f




Suppott integration of
environmental management
pructices into planning and
budgetng processes;

Restoration and protecton of
wetland ecoxystems through
domarcation of wetland
boundanes to reduce
encroschment and
degradation;

Promotion of equitabie and
sustainable use of wetland
resources for livelihood
enhancement and

economic growth in line with
obligntons under International

Dispemination snd
implemenistion of National
Land Policy,

Developroent of the National
Land Valtustion [nformation
System by 25 percent;

Increase awareness of the
National Housing Policy to 60
pereent mnd dissemination of
Protorype Plana
implamentation to 40 percent.

12. Human Capital
Development

In FY2021/22, Oovcrmment
hos allocated » 1o1al of
DOX .8 046 willion to the
Human Capital Development
Programme. Under this
Frogramme, Governmant will:

Prioritise the prevention and
control of communicable
disensey, with (ocus on high
burden diseases (HIV/AIDS,
TB, Malaria, Neglected Tropical
Disensen) and epidemics 1o
imprm p-l:rpul-lthn hcalth.

-

> it~

The main result under the
intervention in reduced
morbidity and mortatity due
o HIV/AIDS, TB and
malaris and other
comrounicable diseases. Ry
the end of the financinl year,
the mult resdstant
Tuberculosis cose detection
increased from 62% o 82%.
Above 20% of the HIV
pregoant mothers were
enrolled on ART which
rcsubicd in reduced pomibivity

rates 2% at wix wreeks




Oulu, Arus, Mbabe and
Muarara. The Mbarara centra
ik already in place and the
Arua centre has opened doors
w the comMmunity stacting with
cancer screening. The
construction of the Ouly
Cancer Centre is expected o
commence pext inancial year,

Conatruct safe water supply
ystemnn in the niral areas,
wncreasc the number of veater
point systems and piped water
supply systema using solar
powered technologica, and
profmote appropniate sanitation
and hygicne technologhes;

Enbance Social Protection and
Livelihoods by expanding the
scope and covernge of Durect
Income Support |DIS} for
waluerable groups. UOX. 73
bilion has been appropriated
to this iptervention

| and 5.23% at 1B months

The malaria reduction and
climination strategic plan
was developed and
disserninated to National and
district levels

by the end of the FY
2021722, 15,106,069 people
equivalent to 71% of the
target population of 22
million persons above 18
years have received an least
one dose of covid-19
vaccines while 10,061,104
PErRons represeniting 47%
are conyidercd Mally
vacoinated

The process e establish
Centre of excellence in
CADGET vl under way with
the construction and
equipping of the Bast Afirican
Center of Excelence in
Oncology tn advanced stage.
The construction of the
muitipurpose bulklding vwas
at 78% against the targct of
complotion while the
consucton of the oncology
center n porthero Uganda
wht at 85% againat the
vroeline of 95%.

Construcbon of 20 solar
powered aystems is at 92%
evel

Completion under Lot 1 in 19
disricts and 20 solar
powered systems of Lot Il in
17 districts to 0%
completion. 122 boreholes
{9) band pumpa and 81
production wells) were
drillcd acroas the country

National roll-out of the SAGE
{216,815 females, 151,722
males) was camied out, 2.
Special Grant jor Persons
with Disabilities

' ted; 9,322 maies

9,179 females; 3. The N3SF
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Construrt science laborators
in ux secondary schools and
ertablish virtual iaba in 200
mecondary schools unng tho
Cvber Schools Technology
Model 1o sireamline
STRI/STEM in the sducahon
symem,

Establish a ¥ational Teacher
Education Instiute and
upgrade 5 PTCs to Degrec
Awarding insdtetons;
eptablish & TVET Councd to
coordinole promaotion of akilly
development in conjunction
with the najusisy; and

Review the Nations) Physicsl
Education and Sports Policy
{NPESH 2004, Phymical Activity
and Sports (PAS) Bill and
Nakivubo War Memonial 1953
Trustes [Amuendment) B

Coptinue with the conmimuction
and rehabilitation of sporta
fncibition and stadia to promote
the country'’s niche spoarty i
fooiball, nethall, athietics, and
boxing).

At was mmended 1o pmﬂd:

for mid-locrm sceens (o
benebeinries

Furthermore, 12
insttutional policies were
developed and valideted and
approved the Master plun
and strategic plan for the
operatonakization of Uganda
Kational Insutuie of Teacher
Education [UNITE}

Costed the Natinal Physical
Education and Sports Policy
(NPESP)/ Phyaical Activity
and Sports {PASIBIL.

13 Inngvation, Technology
Transfer & Developmont

i Fund die csabbshmonr of dhec

e v an busincas
wncubatory which will be
purnaicd fu go o Indusanal
Patks, Zimal indusinal Hubs,
Regponal Scoacnee and
Technology Patks of remain ax
mdependent sies. UGX 33N
ballion bas Lnoon peovided o dhs
Incev Lot 1o develop the
requisie 511

Pund Resoaech and Lnnovsuon

WUBADVCS woros the coumry 1o

Government continued o
demonstrate ity commitmont
to the Rescarch snd
Development ngends by
channeling Ug shs 31.500
bidlion 1o the Research and

-



unll:l-c.lr. du pHcnisl nl'
invenor<. UGOR 10 bdbon has
boun alliw ated) for dus
wterventue.

Devclop deraikid designa for the
constructnn oF the Natonal
Automonve Park and sutate s
Comatiuc

Opurack walize dhe Nsoowy)
Runcarch agends and dissenwnve
it siakche Jders

Crweruncot sall also support 10U
Innoeators 10 acquire Jntelectual

Prupcery Righits (TPRs) acrons the

“I ?m..t %*—
..'.:I-.;-_d_&'“'..-t‘ ’_ kS }iE_

Innovation Pl tmﬂ under
Makerere Univeraity dhat
benefitzd 125 Ri-wearch :
Grantees i the ard cohart |
rol g3l 232 Tangibic

| products that aic ot the
point of comuercsdization
inchede the peddle operated
meed cleancr that ia siready
being used in commualties.

Ty Communty Motalzation
And Mindsel Change

. -——

SO
In the FY 3021/21,
Govwrnment has alocated
UGX. 569 bilkion to this
Progmmme. Government will
review and implement &
comprehentive sirstegy simed
Al empowering citioens to
cmbrace aalannd vadues and
actively participate In issucs of
pational development

Tota! of 1,300 Relgous
leaders from § re@aony were
sensitized on the Panish
Development Mool (FDM),
108 Locs) Covernments and
public / community Nbraries
were monitared and
inypecicd; conducted
capacity budding of 63
Natonal PDM Faciliaors w
sopport rollout of Iruning
sthvities scross The country;
capaciry of 885

District / City / Municipalicy
“Training of Traincrs®
{Community Development
Ofhcers, Panners,
Communication Difcers}
wis undertaken on the
implementaion of the PDM,
Technicu) Suppurt
Supervision was undertaken
in 65 Looal

Governmenta reaching 395

District Officers (259 males
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LW lemades), 6,000 copies of
the Training of Trainers
Cumle on the PO Pillar of
Commnunity Mobilizabon snd
Mindlsel Change was printed
Al disserninated; 1,500
l'.n[!'f.'l of the PDM
Opevational Manual printed
and disseminated.

15 Regional Development

“Implcment the Panah
Development Model (PDM) to
exignd services to all parishes
(10,594} of the country. The
POM will be mmﬁ.ﬂ ON BEVEn

and Murketing, Infrastructure
and Economic Services,
Financial Inclusion, Social
Sarvices, Community Data,
Governance & Admmnistration
and; Mindset Changs. Thia i
inicnged (o unprove the
etonomic and sockel wellbeing
' of the populace, and Tanaition
1 houscholds from the
Subaastence to monehaed
CLONOmMY.

Continuc supporting the
restntadion of liveliboods n
Northern Region. Local
Economic Growth (LEGS)
Suppoti Project and the
Markels and Agnicultural Trade
Improvements Programrme
(MATIP 2). UGX. 1333 billion
has been allocated to this

NIV -

piars: Producuion, Processing .

The concepninl framework
for 1w Parish Development
Modet (POM) was fnatiscd 1o
facilitate amooth
unplementation.

the Ministry of Local
Government spearhcaded
MDple mentaion of actvibes
auch

community sepsitization and
mobilization, producton of
guidchinca, srganization of
local hinancia)
inslilution s/ groups, among
other

BARISH DEVELOPMENT
MOODEL INFORMATION
SIYTEM {PDMIZ) Succeasfully
Isunched the POMIS in
Bukegea North and rolled
out

the system to all parishcs
throughout the country;
Data collection st Parizh
bevel ia ongoing in the whole
thiz countey: The PDMIS
opecalional

manual developed and in
ust BPOJITES Developed &
concept note on the demand
for BPO servicss
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B Provane Sevor PV zatiker af alirialee
; Devespent MANC NG SOUFCeR T privale
invesiment,

Development of & Iranspuren)
incondive fenmewurk that
supports local inveninrg,

Eatablishment of n Nationsl
Business Development Services
framework;

Establishment of a One Stop
Centres for businesx
regpalrabon and Losaking: and

Development of an overarching
Locsl Content Policy

framework.

Support existing loca) Feasibilily studies for Viriks
manviscturcs for both medica) | Intravenous Buwids is on.
products nnd pharmaceulicals ; pomng.

Eniorce the lnws on The amcndment of the
counterfeits and poor-guality counterieits law was ongong
products by MTIC in collaborstion
with Ugsnda Mabonal
Bureau of Standards
[UNBS). A regulatory impact
Reptparnent 10 review and
wnend the woighis sand
masaures rubes and
regulabons wng conducted

Enacting and enforcing the The MTIC developed drajt

Local Content law yegulanons for Uhe Indusirid
' Act Amendment

Edl. The MTIC consulted key

siakebhokdery on the draf

Trade remedics and

Consumer Protection Bils

I respectively.

The Hire Purchase

regulntions were reviewed

17, Msnuinciuring

- s e e e e

and the Nstional

Competition and Consumer

Protection Policy were
Supporting exishing sugar printcd and distributed to
factories to produce industeial | 100 Local Governments
SUgar {LQy).

Supporting the nationsl
PRI B SCHEMAE Ay ALEm
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Supyenting 200 Aggregation
and Collective Markenng
Souw:iees with clemning, drying,
grading and proceasing
Louipavent

: Estatiishing § Training and
common ediny centres

Eatabliahing respurce.sfhcomi
amd ausiainable industrics

Enhancing the capacity of
URBS 1o undertake quality
assursnce and wiandard
inEpection

Create regionsl value nddition
centros centred on the most
swiable proricy commodities 0
apecifec rcgiony

Suppiting the.

srd Manuisctunng Production
and Training Contre fof
lndustrial Skalls Capecity
Traioing

Rejuinning Warehouse Reccipts
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18. Oigitad Transformation
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Source: Background to the Budget Piscal pear 2021/322 and Annual Budget Pevformance
Report FY 2021/22

The Committee also observed that the budget inlcrventions werc reviewed
LASIng on scctors contrary to programmes that were included in budget for FY
MI21 122 and NOPUL. We have aucmpted to assess the performance of the
interventions according to programmes. However, we are unable 1o establish
the performance of some of the interventions hence remaining blank in the
table 15 above.

The Committes recommends that the Ministry of Finance Planning and
Economic Dewvelopment should report on the performance of the
Programmes planaed in Budget since the Country traasited to Programme
Bassed Budget to smsure proper evaluation of the the budget and the
MNatiooal Developmant Plan thres (NDP111).

4.4 Performance of Domestic Arrears, Viremants, Contingency Fund and
NDP I Core Projects for FY 2031/22

4. 4.1 Domestic Arrears

Domestic arrears repayment performed at 151% in FY 2021/22. Total outturmn
was UGX 606 billon out of the planned UGX 400 billion. However, the stock of
domestic arrears has continued to grow over time. Domeatic arrears increased
by 21% from UGX 3.83 trillion in 2020 to UGX 4.65 trilhon in 2021 according
to the Auditor General's Report.

Growth in arrears 13 an indication of the [ajled commitment control system and
appears unattainable.

The Committee obscrved that domestic amrcars in Uganda are a Jong-standing
challenge in response to which, Government has over the years put in place
several measurcs (0 address the problem. These include:

*  The introduction of the Commiunent Control Sysiem (CCS}in 1999,
+ Suengthcning the legal framework surrounding the Public Financial
Management system with special provisions cntrenching the CCS;

* Formulation of a comprehensive domestic arrcars strategy as part of the
2007 Public Debt Strategy;

*  [ntroduction public Anancial management systems and reforms such as
the Integrated Financial Management Sysiem (IFMS), Planning and
Budgeting System (PBS), decentralization of the salary and pension
payrolls, all aimed at strengthening budgeting and expenditure controls.

1t was observed that UGX 676Bn was allocated and disbursed 1o various MDAs
Lo settle stic arrears with a view of improving liguidity withio the local




business communily according (o the Auditor General’s Report. It was noted
that 90% of fundls were used appropriately for the intended purpos::. However,
it was also notcd there was diversion of funds to pay for unrelated cxpenditure
worth UGX 4.897Bn (0.7%), unsupported domestic arrears of UGX 27.38Bn
(4%}, and Payment for contested/rerected domcsuc arrears of UGX. 1.245Bn
(0.2%). UGX 33 .8Bn (5%) was uscd to settle international abligations thus did
not contribute to the stated objective since the funds were extermalized.

The Committse recommends that althowgh government developed &
Domestic Arrears Management Strategy which s meant to guide the
sffective management of domestic arrears, it shonld explore strategies to
stop the accumoistion of domestic arrears as this constrsins private

sector growth.

4.4.3 Report on Virements

According to the Sectdon 22 of PFMA, the Minister of Financc may, upon
request by an Accounting Ollicer, vary within a vote, the amount of the money
allocated to the vote. However, the vicement made should not: (a) be more than
ten percent of the money atlocated for an item or an activity of a vote where the
virement 13 from one item or activity to another; (b} be contentious; oc {¢) result
nto a lutare hability for the vote or the Government.

In FY 2021722, viremnents were observed in forty votes. Moat notable amongst
these viremenls was the reallocaton of UQX 11.) tllion from various items
under the Mwistey of Energy and Mineral Devclopment for the purpose of
deemed energy obligations under the Achwa Agago power dam.

4.4.3 8pending on Contingency Fund

The Contingencies Pund shall be used to provide lunding for supplementary
expenditure and o respond to natural disaster as per the PFMA. In FY
2021722, a wial of UGX 228.30 billivn was allocated for the Contingency fund
and transierred for increasing nucses and midwives lunch allowance under
Ministry of Health,.

The Committee noted that, Section 26 of the PFMA requires the report made by
the Minister on the contingency fund to indicate {a) the date of withdrawa) of
money from the Contingencies Fund; and (b} an explanation confirming that
the withdrawal complies with the requirements. However, these details were
not provided.

Ths Committes reocommends that the Minister should adhere to the
provisions of the PFMA by reporting the details information os the
withdrawnls from the contingent fuas




4.4.4 Porformance of NDP 111 Core projects

The 2020/21-202:1/25 Pryjects Investment Plan (PIP) contains the rolling lixt of
core/ Nagship projrors. and programme level projects 10 be implemenicd by
Ministnes, Deparunents and Agencies {MDAs) within the medom tcrm.
Implemeniation of core projects is at varnious stages with some at project idcas
stage. others are at concept level while some are cngong.

Core/Nagship projects are high multiplier projects with significant impact to
realization of the NDP ([l results and therelore it is important to highlight their
financial performance in FY 2021722

a) Financial performaoce of Core Projects

[t should be observed that overall, the government funded components of core
projects performed generally well. UGX 536.3 billion was released out of an
approved budget of UGX 458.2 billion for core projects indicating 117% relcase
performance. Absorption performance was 100%.

On the other hand, sxternal [unding releases performed at 42% and absorption
was 78%. Out of an approved budget of UGX 1,288.5 bulon, UGX $38.5 billion
was released.

b) Releases sbove approved budgets

Duning the hnancia) yvear, inancial releases over and above approved budgels
were realized in nine {9) core projects (see table 16 below). Absorption of funds
released was generally good except for the Regional Communication
Infrastructure projpect were expenditure performance for government funds was
75% and 48% Jor external financing.

Notable projects with good release performance among others include: Karuma
Hydro Power Plant were physical percentage progress as at June 2022 was
The Comnuttee obsecved that Lira-Gulu-Agage 132KV transmission project
registered the highest release performance (1803%).  However, its delayed

completion resulted into payment for deemed energy obligations under the
Achwa Agago power dam.

Table 16: Core Projects where relenss performancs was above approved
badgets FY 2021/22
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4.4.5 Core Projects with very low releases

Low releases were registered under several core projects under both extcrnal
and GoU financing (sce table 17 below). Some projects had no release at all.

2.79 2.79 279 100% 100°%

Stow implementation of core projects will adversely allect growth and job
creation and undermining Vision 2040. This implies that the cnvisaged high
multiphier effect of core projects on NDP Il results will pot be realized.

The Commitice further obaerved that ahsorption of lunds to projects has
continued 10 be o chollenge and this undermines the development agenda of
the Country. This ‘poor’ budget execution in projects is mainky as a result of
chalienges in project executions that result in delays in disbursement of funds
from development partners.

The Committes recommaends that Government sbould improve project

selection, design, appraisal and aoalysis bafore the project is approved
and sanctioned for funding.

Table 17: Core Projacts with low releases FY 2031/322
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Table 18: Performance of Other Core Projects
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5.0 CONCLUSION

Ri. Hon. Speaker, and Hon. Members,

Developments in the performance of revenue indicate the need w reform the
tax and non tax system through expansion of the tax base, improvement in tax
administration measures and undertaking evidence based tax policy research,
among others. On the policy side therc it need tackle the excessive tax
exemptions. Exemptions should be focused to specific seclors or social policy
objectives, with mechanismsa of adequate monitoring. [n thus regards a Tax
Expenditure governance framework should be developed w0 include an
extensive cost- benefit analysis for each proposed new exemption and an
aszessment of the existing vnes.

Developments in rcgards to budget execution indicate that fiscal sustainability
i steaddy being compronused as fiscal indiscipline s on the rise, high
multiplier projects are still challenged with slow implementation, domestic
arrcar are still perastent and the budget 18 majorly financing debt service costs

as opposed to development programmes.

Safeguarding debt sustainability should be prioritized. In this regard there is
need for continued domestic revenue mobilization and sound project
Implementation, c¢specially to realize the envisaged growth dividend from
nfrasurucrare invesument.

There is also urgenct nced o accelerate structural reforms simed at facilitating
peivate sector activity (particularly Jocal MSMEs to develop capacity to drive the
industrialization effort, increase exports, create jobs and increase local content.
These reforms should include further improving the business cnvironment by
increasing the access o affordable credit and reducing the cost of doing
business.

To harness the potential of human resource to adequately drive Uganda's
development agenda, therc is need o continue to: build up the skills base with
the rclevant education requirements loe employment, employability and
sustainable growth, Expand the pool of entrepreneurs, business leaders,
managers and prolessionals who will be able to contribute o solving problems
in their establishments, create new products and services and help their
enterprises o grow; snd streamline navenal educavon and training systems in
Jight of the national, regional and global Human Resource needs and rends.

Rt. Hoo Speaker, | b.g; submit %""““9 < -&EA‘
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