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EXECUTIVE SUMMARY

This Alternotive Policy Stotement for Finonce, Plonning ond Economic
Development hos been developed ond presented in occordonce with Section
6E (4) of the Administrotion of Porlioment (Amendment) Act (2006), Rules 14(4)

ond I 47 of the Rules of Procedure 2021.

The Finonce sector is the lifeblood of Government. lts functioning is criticol for the
roting of the country, service delivery ond quolity of life of the citizenry.
Depending on the resources mobilized ond expenditures prioritized, the heolth
ond strength of the sector is on indicotor of prosperity.

Unfortunotely, the sector is chorocterized by o number of chollenges which this
Alternotive Policy Stotement eloborotes ond proposes olternotive policies.

BUDGETARY ISSUES

Non-Complionce lo lhe Public Finonce Monogemenl Acl

While Porlioment opproved both the Chorter of Fiscol Responsibility ond Budget
Fromework Poper, the Ministry of Finonce, Plonning ond Economic Development
hos foiled to publish them. As regords the former, it is o violotion of Section 5(2) of
the Public Finonce Monogement Act. lt would be prudent for the opproved
Notionol Budget Fromework Poper to be published since it wos opproved with
omendments. Due to the foilure to publish the opproved Chorter of Fiscol
Responsibility ond Budget Fromework Poper, it wos not procticolly possible to
oscertoin level of consistency of the Ministeriol Policy Stotements. Also, the loid
Policy Stotements were not occomponied by o Certificote of Gender ond Equity
responsiveness. Hence violoting Section 13(.l5)(g) of the Public Finonce
Monogement Act.

Risk of Securilies

ln FY2022l23, Securities i.e. Treosury Bills ond Bonds constitute UGX I 2.69 Irillion. Of
this, UGX 8 trillion is domestic refinoncing or debt rollover. lt should be noted thot
the securities ore the moin drivers of domestic debt. Unfortunotely, due Section
36(5) of the Public Finonce Monogement Act, these do not require prior
Porliomentory opprovol. Hence, o risk to finonciol prudence.

Poor Loon Absorption

It hos been reported thot o debt of UGX 19.58 trillion stonds committed but undisbursed.
This constitutes unproductive debt ond risky projects. The omount for exceeds the stock



of risky projects thot were declored in the budget fromework poper by 86%.lt wos eorlier
indicoted thot Government hod identifiedlZ risky projects for which USD 452 million
(opproximotely UGX I.7 trillion) hod been spent ond USD 752 million (opproximotely UGX
2.8 trillion) remoined undisbursed.

Abuse of Court Awords

For yeors, the ollocotions towords Court owords under Vote .l30 - Treosury
Operotions hove been o torget for reollocotion by Porlioment. ln FY2022123, UGX
443 billion will be ollocoted portly to oddress Court owords. Almost os o stondord,
every finonciol yeor, UGX 40 billion is reollocoted. This is on indicotion thot there
ore redundont ollocotions towords court owords within the Vote thot ore of risk of
misuse. lt hos been estoblished before thot court oword poyments were
discretionory mode without supporting documents to o knitted clique of low firms.

Non-Budgelory Alignment wilh NDP

It hos been estoblished thot while the Ministry of Finonce, Plonning ond Economic
Development through the Third Notionol Development Plon wos expected to
contribute to i3 progrommes in FY2022123, only 4 hove been covered. This
occounts to 3l % budgetory olignment.

lnodequote Copitolisotion of UNOC

While the country is groppling with escoloting fuel prices prompted by fuel
shortoges ond inodequote fuel stocks, there ore no indicotions thot odequote
funding hos been mode towords the stocking of fuel reserves in Jinjo. Allocotions
hove been mointoined of UGX 48.096 billion which were indicoted of the initiol
budget fromework levels. This meons thot o copitolisotion deficit of UGX 77 billion
for Ugondo Notionol Oil Compony (UNOC) is still outstonding. Awore thot Kenyo
will be undertoking generol elections in August, it would be prudent thot reserves
ore odequotely stocked to mitigote o possibility of fuel shortoge ond ossocioted
economy risks.

EMERGING POLICY ISSUES AND PROPOSED AITERNATIVES

lnodequote demorcolion of loco! Revenues

Collections ore only reported bosed on tox heods by Ugondo Revenue Authority
(URA) ond not octuol locotions of collections. lt is this reporting opprooch thot hos
sustoined the misconstruction thot locol governments collect meogre revenues.
This distorts the occountobility ond tronsporency on the contributions mode by
locol governments to the notionol domestic revenue. When collections of oll tox
heods ore disoggregoted bosed on locol government, they will for surposs the



reported locol revenue. Locol revenue is collected from levies, licenses, fees or
fines os stipuloted in Article I 9l (l ) of the Constitution of the Republic of Ugondo.
Unfortunotely, mointenonce of the oggregoted centre opprooch entrenches
unfoirness in budget ollocotions to locol governments.

Proposed Alternotive

All levies, licenses, fees or fines collecfed from locol governmenfs should ceose
being demorcoled os locol collections or revenue. Rofher oll collecfions
generole d from cenlrol governmenf ond locol govemmenfs should universolly be
freofed os domesfic revenue. Ihis will ensure ovoilobilily of sufficienf funds for
seryice delivery in local governmenfs. However, it will require omendmenfs fo fhe
Conslitution, Public Finonce Monogemenl Ac|, Locol Government Act ond ony
other relevont lows.

Awqre thot not oll locol goyernmenfs or disfricfs hoye some reyenue generolion
ond development potentiol, Article 178 of fhe Constitution thot provides for
creolion of regionol governmenfs should be operofionolised. Ihis will ensure thot
two or more disfricfs cooperofe ond complemenf eoch other in mobilising
revenues os well os delivering public services wilhin theh jurisdiction. Additionolly,
equolisofion gronts need fo be moinloined ond lorgeted offirmolive progrommes
covld be enrolled fo supporl locol goyernments with inodequofe copocity to
mobilise reyenue.

Foreign Dominoted Bonking Syslem

The Bonking system in Ugondo is dominoted by foreign owned commerciol bonks.
These hold the greotest portion of domestic debt. As of June 2021, they held UGX
9.89 trillion (38%) of the foce volue of the treosury securities roised in FY2020/21
omounting to UGX 26.03 trillion. This is lorgely ottributed to the liberolisotion of the
finonciol sector. While foreign owned commerciol bonks ore well copitolised ond
resilient, there is o seemingly o growing risk of copitol flight ond their dominonce
crowding out domestic os well os emerging bonks. lnFY2022/23,iiwos estoblished
thot out of projected interest poyments omounting to UGX 5.08 trillion, domestic
interest poyments would omount to UGX 4.05 trillion (80%).

Proposed Alternotive

lnterventions such os Microfinonce Supporf Cenfre ond Pride Microfinonce
Limited should be combined fo re-esfoblish o domesfic cooperolive bonk. Ihis
will conlribule to increosing number of domesfic bonks, reduclion of the
dominonce of foreign owned bonks ond reduce fhe cosf of credit. Bosed on the
oppropriofions mode in FY202l /22, when combined UGX 246.3 billion
(Microfinonce Support Centre - UGX 133.29 billion qnd Pride Microfinonce - UGX
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I13.01 billion) would be roised os bonk copilol.Ihis is for beyond the odvonced
UGX 150 billion minimum copilol mork. Besides being budgel neutrol, fhe
proposed cooperoliye bonk would slill obly serve lhe current purposes or gools
of the Microfinqnce Supporf Cenfre ond Pride Microfinonce Limited while
improving product ronge.

Tox Expenditures Hoemorrhoge

The country loses o lot of revenue through stotutory tox expenditures exercised
through ministeriol discretionolly powers. Currently, there ore no ceilings set for the
tox expenditures ond Porlioment hos no mechonism of scrutinising tox
expenditure proposols before they ore oworded. For the lost 5 finonciol yeors i.e.
FY2016117 -2020121, tox expenditures hove been groduolly escoloting ond the
country hos foregone revenue omounting to UGX 21.51 trillion. Rother Porlioment
moy scrutinise the tox expenditure reports presented under Section 77 of the
Public Finonce Monogement Act. Unfortunotely, Porlioment hos never
undertoken extensive scrutiny ond debote on the reports.

Proposed Alternotive

Amend Secfion 77 to introduce prior opprovol of Porlioment for exempfions
gronted by the Minisler responsible for Finonce. Ihis should be complemenfed
wilh bionnuol posf legislolive scruliny of the exempfio ns wilh the findings forgefed
of informing scruliny of fox bills for the subsequent finonciol yeor porticulorly
phosing out ineffective fox meosures.

ln lhe inlerim, fhe sfofem ent ond reporfs mode to Porliomenl on fox expendifures
should orticulole in detoil the number of exempfion requesfs received ond
gronled, number of beneficiories, volue of expenditures, foregone revenue
occrued impacl, durolion of exempfions, ceilings ond eliminofed or discorded
fox expendifures. Benchmork con be undertoken on the lox Expenditure report
prepored by lhe Minis|ry of Economy ond Finonce in Morocco.

lnodequote Evoluolion of Tox Policy Meosures

The proposed new tox heods descriptions for subsequent finonciolyeor ond whot
they would yield hove never been incorporoted in the Notionol Budget
fromework poper. Non orticulotion of the meosures constroins ossessment os to
whether the proposed notionol onnuol budget resource envelope is reolistic ond
oligned. Also, the proposed tox meosures ore not occomponied by ony
Regulotory lmpoct Assessment (RlA) to oid Porlioment determine the undertoken
cost benefit onolysis. Attempts for Porlioment to occess the tox studies hove been
futile. Except for revenue outcome, no evoluotion of post tox meosures in terms
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of odministrotion, citizen perception, unintended impoct ond olignment to
budget strotegy omong others is undertoken.

Proposed Alternotive

Porliomenf should omend Rule 159 of lhe Rules of Proceduretospecificollyrequire
Commifiees underfoke posf legislofive scrutiny. Ihe responsibility of Porliomenl
should no| end wilh bill scrutiny ond ensuring thol if is ossented into low. This will
oid in ossessing fhe responsiveness of lhe finonce lows in enhoncing domesfic
revenue mobilisotion ond how lhey hove shoped fhe lives of the citizenry.

Counler effective Tox Policy ond Adminislrolion Meosures

Government hos over the yeors invested in counterproductive tox odministrotion
meosures. For instonce, digitol stomps provided by SICPA Ugondo Limited ore
port of the drivers for price escolotions since the stomping chorges ore borne by
customers of the consumption of gozetted products. Another intervention of fuel
morking by the some compony chorging UGX 30 per litre morked hos contributed
to increment of fuel prices which hove o ripple effect on commodity prices.
Relotedly, rood tronsport services ore dominoted by foreigners tronsporters who
tronsport B0% of Ugondo bound corgo ond hove to poy l5% withholding tox os
per Section 85 of the lncome Tox Act. This too is port of the drivers of the current
escoloting commodity prices in Ugondo.

Proposed Allernotive

Ugondo Revenue Authorily (URA) should own the digitol sfomps ond fech nology
infroslruclure. Ihis will leod to reduced cosfs, susloinobility ond improved
occurocy in lrocking of lhe gozelled producfs. ln lurn this will boosf tox collecfions
while reducing cosfs exfended fo fhe consumer of the gozetted producfs.

Aware thot the controct of SICPA Globol Fluids lnternolionol is expiring in 2023, lhe
fuel morking progromme should be discontinued ond emphosis is ploced on
improving copobilifies of Geogrophicol Postfron Sysfems embedded in fhe
Regionol Eleclronic Corgo Trocking Sysfem (RECIS). Ihe sysfem thol wos inifiofed
in 2017 is operolionol in Ugondo, Kenyo, Rwondo ond Democrotic Republic of
Congo. This will conlribute fo o reduction of fuel cosfs ond ensure reol lime
monitoring of fvel fonkers lo prevent round tripping.

Inodequote Public Debt Disclosure ond Monogemenl

The reported stock of public debt stood of UGX 73.78 trillion os of end of October
2021. The stock does not include oll publicly guoronteed debt which ore port of



contingent liobilities. lt hos been noted thot in the yeor 2021 , contingent liobilities
rose to UGX 160 trillion from UGX I 

,l.5 
trillion. Additionolly, the public debt stock

does not include domestic orreors. ln the yeor 2021 , domestic orreors omounted
to UGX 4.65 trillion. The outstonding debt due to Bonk of Ugondo os bonk
odvonces omounting to UGX 3.033 trillion ore olso not recorded in the declored
stock of debt. The situotion will be compounded by the pre-finoncing debt which
is currently being considered in the roods sector. The selective disclosure hompers
determinotion ond control of the public debt. When the entire spectrum of public
debt is computed, it for exceeds the recommended debt to GDP rotio of 50%.

Proposed Allernqtive

The debt sfock of lhe country should reflecl oll componenfs of debt. All conlingent
liobilities, Bonk of Ugondq odvonces, domesfic debf ond pre-finoncing musf be
included in the debf sfock. This will obofe fhe risks of hidden debf ond being cut
off from prospecfiye lenders ond donors. Ihese risks were reolised in Republic of
Congo (non-disclosure of prefinoncing controcls), Togo (non-disclosure of
prefinancing debt), Ecuodor (non-disclosure of contingeni liobilities),
Mozombique (non-disclosure of sfofe guorontees) ond Zombio (debt reporting
logs).

The crilerio for benefiting from goyernmenl guoronfees should be disclosed fo
ensure tronsporency ond foirness in their occess. Ihe criterio should be
complemenfed wilh legol ond regulotory fromeworks fhof empowers government
to inquire info operofions of privote enferprises ond sfofe-owned enferprises
incorporofed os private componies.
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CHAPTER I: BACKGROUND TO ATTERNATIVE POLICY STATEMENT

l.l Legol Provisions

This Alternotive Policy Stotement for Finonce, Plonning ond Economic
Development hos been developed ond presented in occordonce with Section
6E (4) of the Administrotion of Porlioment (Amendment) Act (2006), Rules 14(4)

ond I 47 of the Rules of Procedvre 2021.

1.2 Sector Overview

The Finonce sector is the lifeblood of Government. lts functioning is criticol for the
roting of the country, service delivery ond quolity of life of the citizenry.
Depending on the resources mobilized ond expenditures prioritized, the heolth
ond strength of the sector is on indicotor of prosperity.

Any indiscipline in the sector for instonce in the form of wosteful expenditures,
weok regulotion, corruption ond poor budgeting omong others is fotol for it
shutters notionol ond individuol ospirotions.

Given its complementory contributions to other sectors of government, it seems
to ottroct limited scrutiny through the finonciol yeor. lt connot be equoted to
sectors such os heolth, educotion, works ond tronsport thot hove more of physicol
ond beneficiol presence in the lives of the populoce. Usuolly, ottention on finonce
sector is heightened lorgely during considerotion of toxes ond budget ollocotions.

This Alternotive Policy Stotement highlights ond proposes olternotives to emerging
issues thot include noncomplionce to existing lows, escoloting domestic
borrowing, inodequote debt disclosure, norrow definition of locol revenue,
dominonce of foreign owned bonks, risks of tox expenditures, weok tox policy ond
odministrotion evoluotion.
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CHAPTER 2: BUDGET ANALYSIS

2.'l Complionce lo the Public Finonce Monogemenl Acl

Section l3(6) of the Public Finonce Monogement Act demonds thot the budgets
should be consistent with Notionol Development Plon, Chorter of Fiscol
Responsibility ond the Budget Fromework Poper.

While Porlioment opproved both the Chorter of Fiscol Responsibility ond Budget
Fromework Poper, the Ministry of Finonce, Plonning ond Economic Development
hos foiled to publish them. As regords the former, it is o violotion of Section 5(2) of
the Public Finonce Monogement Act which demonds thot the Chorter should
hove been published not loter thon one month ofter opprovol by Porlioment.

It would be prudent for the opproved Notionol Budget Fromework Poper to be
published. Given the foct thot it wos opproved with omendments, publishing the
opproved Notionol Budget Fromework Poper would oid in ossessing level of
consistency of the Ministeriol Policy Stotements.

Due to the foilure to publish the Chorter of Fiscol Responsibility ond Budget
Fromework Poper, it wos not procticolly possible to oscertoin level of consistency
of the Ministeriol Policy Stotements.

Additionolly, the loid Policy Stotements were not occomponied by o Certificote
of Gender ond Equity responsiveness. This violoted Section 13(.l5)(g) of the Public
Finonce Monogement Act. Hence it is difficult to determine whether the policy
stotements ore gender ond equity responsive.

2.2 Vole I30 - Treosury Operotions

Treosury Operotions is the vote thot is ollocoted the lorgest shore of the notionol
budget. ln FY2022123, iIs budget is projected to increose to UGX 17 .27 trillion from
o revised opproved budget of UGX 

.l5.70 
trillion in FY2021l22.This is on increment

of UGX 
.l.57 

trillion of which UGX 
.l.34 

trillion is ottributed to increose in Treosury
Bonds Costs.
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Toble l: Budgel Allocotions lo Vole 130 Treosury Operolions

ACCOUNT NAME

DOMESTIC

Contingencies Fund

Aneors

Treosury Bills lnterest
Treosury Bonds Costs

Listing Fees

Other Chorges e.g. RTGS

r Promissory Noles
Sub-lotol
EXIERNAL

Loon lnterest

Commitment Fees

Monogement Fees

Externol Amortizotion
, SuO-totot

REDEMPTTONS / ROrr-OVER

T_re.osury Bills ot Cosl (Principol)

, Treosury Bonds ot Cost(Principol)
Sub-totol
GRAND TOIAL

Source: MoFPED

REVTSED BUDGEI PROJECTTONS FY VARTANCE (UGX)

lY 2021 2? (-uG.I) , 2!0221?3 (uGX)

290,368,387,27s

192,907,536,446

504,129,926,000

2,7 63,7 49,759,000

r,5oo,o0o,ooo

r 05,000,000,000
, 348,212,39r,050

: 4,205P67,999171

r ,054,536,553,000
io,,6iB,sos,ooo

r si, r ss,szi,ooo
r ,903,01 5,501 ,000
g,r io,iCa,iig,ooo

223,893,943,441

443,517,241,262

583,535,58r,349

4,107 ,771 ,456,163
T,3BO,OOO,OOO

t 120,AOO,OOO,OOO

i 31 9,552,683,336

: 5,79?,652,005,551

-66,47 4,443,834

250,609,704,816

79,406,7 55,349

1 ,344,021 ,697 ,163
-r20,000,000

1s,000,000,000

-28,659 ,707 ,7 | 4

1,593,784,005,780 r

871,443,354,07O' :1831093'l98'930 l

137,038,580,487

la,o,ia,,,gli ,g;og

2,412,206,795,952

i,tdd,iCii,. eta,, at a

116,360,215,487 ,

-83,434,561,091 ,

509,191 ,294,952,
359,023,650,418 l

| -684,753,220,837
, 305,753,220,837
i -379,000,000,000

' 1,st3,8or,656,r 98

I

)

:

6,485p27 p77 p9:0
1 ,e01 4/2, !2s,000
8,387,000,000,000

15,703,231,997,771

2.2.1 Escololing Domeslic Borrowing

The weok provisions in Section 35(5) of the Public Finonce Monogement Act on
domestic borrowing in terms of Treosury Bills ond Bonds is escoloting domestic
debt. Given the foct thot they ore securities, they do not require prior
Porliomentory opprovol. Hence, they ore risk to finonciol prudence. The securities
constitute UGX 12.69 trillion (73%) out of the entire budget of the Vote. Of this UGX
8 trillion is domestic refinoncing or rollover. No wonder domestic borrowing
constitutes o greoter portion of interest poyments. These ore diverting further from
externol debt interest poyments.

s,qggtt i,oso,t is
2,207,225,343,837
8,008,000,000,000

it,iti,.o,si,isi,iCg
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Figure 2: Trends of inleresl poymenls from FY20l Ol11 -FY2020121

Trend of interest poymenls from FY20l0/ll -
FY2020/21
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2.2.2 Poor loon Absorplion

It hos been reported thot o debt of UGX 
,l9.58 

trillion stonds committed but undisbursedr.
This constitutes unproductive debt ond risky projects. The omount for exceeds the stock
of risky projects thot were declored in the budget fromework poper by 86%.lt wos eorlier
indicoted thot Government hod identifiedlT risky projects for which USD 457 million
(opproximotely UGX 1.7 trillion) hod been spent ond USD 757 million (opproximotely UGX
2.8 trillion) remoined undisbursed2.

2.2.3 Abuse of Courl Awords

For yeors, the ollocotions towords Court owords hove been o torget for
reollocotion of funds by Porlioment. Almost os o stondord, every finonciol yeor,
UGX 40 billion is reollocoted. This is on indicotion thot there ore redundont
ollocotions towords court owords within the Vote thot ore of risk of misuse. lt hos
been estoblished before those poyments ore discretionory mode without
supporting documents to o knitted clique of low firmss.

It is now government policy thot poyments of court owords sove for Order of
Mondomus ore decentrolised to the budgets of entities thot occrue them. Hence

t Ministry of Finonce, Plonning ond Economic Development, 2022. Policy Stotement FY2O22/23 tor
Vote 130: Treosury Operotions
2 Ministry of Finonce, Plonning ond Economic Development, 2021. Addendum to lhe Notionol
Budget Fromework Poper FY 20221 23 - FY2026 127
s Office of the Auditor Generol, 2016. Speciol Audit Report by the Auditor Generol on Mondomus
Poymenls by the Ministry of Finonce, Plonning ond Economic Development
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there is no need of ollocoting o lorge portion of funds for court owords under the
Vote.

Regording the cose of ormed octivities in the territory of Congo (DRC Vs.

Ugondo), funds hove olwoys been requested for through the Ministry of Justice
ond Constitutionol Affoirs. Therefore, the port poyment of UGX 236.25 billion
(equivolent to USD 65 million) out of the lnternotionol Court of Justice (lCJ) Court
oword of UGX l.l8 trillion (Equivolent to USD 325 million) should hove been
budgeted for under the Ministry responsible for Justice. The Ministry hos
outstonding court owords thot occrue interest ond moy tronslote into Order of
Mondomus omounting to UGX 989 billionr.

2.3 Vole 008 - Ministry of Finonce, Plonning ond Economic Developmenl

The budget for the Ministry of Finonce, Plonning ond Economic Development is

projected to rise from UGX 783.04 billion in FY2021/22 lo UGX I .79 trillion in
FY2022123. This tronslotes to o growlh of 56%. The leop in funding hos been reolised
in sub-sub progrommes of FinonciolSector Development (UGX 

.l.03 
trillion) os well

os Budget Preporotions, Execution ond Monitoring (UGX 35.4.l billion).

Toble 2: Comporison of budgel ollocotions in FY2021/22 ond FY2022/23 by Sub
sub progromme

Sub sub Progromme

Budget Preporotions, Execu

Oeficit Finoncing ond Cosh

tion cind rrronitorin g-1

Monogement

Approved Budget
tY2O21l22 (UGX

Billion)

ProposedBudget Vorionce
rY2O22l23 (UGX (UGX

Billion) ., Pi!!i"o"!!)
137.17

10.94

93.95

1,352.25

6.51

20.51

93.46

76.05

1,790.85

Development Policy ond lnveslment Promotion

Finonciol Sector Development

lnternol Oversight ond Advisory ServiCes

Mocroeconomic Policy ond Monogement
Policy, Plonning ond Supporl Services

Public Finonciol Monogement
Totol

Source: MoFPED

101.76

12..21 '

86.90

315.i7

5.26',

22.65

r r3. r3

125.16

7Bi.O4,

35.41

(1.27)

7.05

r,036.28

; 1.25' (i.tt)
(1e.67)

(4e.11)

1.002.81

Due to progromme bosed budgeting migrotion, ollocotions ore eosily
comporoble of sub sub progromme but o bit chollenging of output level due to
limited detoil. Nevertheless, on increment of UGX 1.03 trillion wos observed under

+ Office of the Auditor Generol, 2021. Report of the Auditor Generolto Porlioment for the
Finonciol Yeor ended 30rn June 2021
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Finonciol Sector Development. Bosed on the policy stotement, this moy be
otiributed to implementotion of implementotion of finonciol inclusion pillor in the
Porish Development Model. However, it is not cleor whether these funds ore
exclusive to the sector of finonce.

On the other hond, there is o noticeoble reduction of UGX 49 billion under Public
Finonciol Monogement. Due to dropping of holf yeor budget performonce
reporting, it wos difficult to oscertoin the reoson for the reduction in the budget
line.

2.3.1 Non-Budgelory Alignment with NDP

It hos been estoblished while the Ministry of Finonce, Plonning ond Economic
Development through the Third Notionol Development Plon wos expected to
contribute to l3 progrommes in FY2022123, only 4 hove been covered. These
include Development Plon lmplementotion, Governonce ond Security, Privote
Sector Development ond Sustoinoble Petroleum Development. This occounts to
31 % budgetory olignment.

Toble 3: Budgetory Alignment of Policy Slotemenl lo Notionol Developmenl Plon

Contribution Progrommes MPS Allocotions
tY2O22l23 (UGX

Pil!isnl
Administrotion of Justice
A gro-l ndustriolisotion

Development Plon
lmplementotion
Governonce ond Security
Monufocturing
Minerol Development
Privote Sector Development
Public Sector Tro nsf ormotion
Regionol Bolonced Developmenl
Sustoinoble Energy Development
Sustoinoble Petroleum
Development
Sustoinoble Urbonisotion ond
Housing
Tourism Development
Grond Tolol

Source: NPA ond MoFPED

NDPlll PAIP Projeclions
tY 2022 /23 (U GX Billion)

2.900

I 19.390

r7t.r60

3.91 0

0.300

7.200

389.530

0.400

42.120

r.000

30,300

93.400

372.520

1,234.240

Vorionce
(UGX Billion)

(2.e0)

(1 re.3e)

129.17300.327

2.020

1,440.404

48.097

(r .Be)

(0.30)

(7.20)

1,050.77

(0.40)

(42.12)

(r .00)

17.80

(e3.40)

(372.s2)

556.611,790.848

Noticeoble is the vorionce of UGX 
.l.05 

trillion in the Privote Sector Development.
These funds will be disbursed within the first quorter of FY2022l23lowords finonciol

6



inclusion pillor of the Porish Development Model. However, it is not eloboroted
how the funds will be disbursed or whether there sholl be o criterion to follow.
Secondly, structurolly the Porish Development Model only focuses on expenditure
ond mokes no projections of oll how much revenue will be roised from it. This is o
huge structurol deficit.

2.3.2 lnodequote Copilolisotion of UNOC

While the country is groppling with escoloting fuel prices prompted by fuel
shortoges ond inodequote fuel stocks, there ore no indicotions thot funding hos
been mode towords ensuring stocking of fuel reserves in Jinjo. Allocotions hove
been mointoined of UGX 48.096 billion which were of the initiol budget fromework
levels. Hence the copitolisotion deficit of UGX 77 billion for Ugondo Notionol Oil
Compony (UNOC) is still outstonding. This wos portly meont for stocking of Jinjo
Storoge Terminol. Awore thot Kenyo will be undertoking generol elections in
August, it would be prudent thot reserves ore odequotely stocked to mitigote o
possibility of supply risks. Bosed on o 4-yeor trend, more stocking is usuolly
undertoken in the months of Moy - November. However, there is no single month
when o minimum stock of 12 million litres or torget of 30 million litress hos ever been
ochieved.

Toble 4: Jinjo Sloroge Terminol Closing slocks for every monlh in FY20l7/18-
2020/21

MONTH FY2017/18
(LrRs)

Jut I z,osa,sst

Aug 10,443,77 6

Sept 11,440,720

Oct 13,192,146

Nov I 1,553,344

Dec 8,654,317

Jon 2,461,988

Feb 2,354,455

Mor 2,711,941

Apr 2,751,73O

Moy 7,898,639

Jun 10,289,691

Iotol

Source: UNOC

tY2018/19
(rTRS)

10,817,760

8,768,345

4,147,845

4,465,411

1,881,976

585,850

945,208

700,065

697,103

Br3,5tB

1,208,097

908,486

tY2019l2O
(rTRS)

B5B,OB7

77 4,581

881,12?

878,200

1,004,096

1,112,317

717,893

203,056

7BB,4B2

1,056,034

863,8r9

684,062

tY2020/21
(rTRs)

1 ,849,789

3,205,793

r ,330,3r5

1,788,632

5,347,124

7,602,701

4,347,419

3,379,064

6,526,198

6,429,833

8,757,112

r r,665,5r r

TOTAT
(LTRs)

15,563,967

23,192,49s

17,800,009

20,324,389

19,786,540

18,055,.l85

8,472,508

7,136,640

10,723,724

1 l,05l,l't5
18,727,657

23,541,850

194,376,O89

PERCENTAGE

B%

12%

9%

10%

10%

9%

4%

47

6%

6%

10%

t2%

s Porlioment of Ugondo, 2022. Report of the Sectorol Committee on Tourism, Trode ond lndustry
on the fuel crisis in lhe country
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3.0 EMERG!NG SECTORAL ISSUES AND PROPOSED ALTERNATIVES

3.1 lnodequole demorcotion of locol Revenues

The Constitution (Article 192), Public Finonce Monogement Act (Section 29 ond
30) ond Locol Government Act (Section 79 ond 80) prescribe locol revenues thot
con be retoined by locol governments for their operotions ond development
needs. The revenue is collected from levies, licenses, fees or fines os stipuloted in
Article l9l(l) of the Constitution of the Republic of Ugondo. Unfortunotely, this
demorcotion of locol revenue is misleoding.

Eoch locol government ond the populotion within its jurisdiction is either o tox
ogent or poyer for mojority of the toxes thot were demorcoted os centrol
government revenues. For instonce, VAT ond Excise duty is poid within o given
locol government by o person on consumption of items such os sugor, soft drinks,
olcohol, woter (NWSC ond bottled), cement ond phone chorges (oirtime ond
mobile money) omong others. Additionolly, both workers in public ond privote
sector poy Poy As You Eorn (PAYE) in their respective districts.

Unfortunotely, collections ore only reported bosed on tox heods by Ugondo
Revenue Authority (URA) ond not locotion of collections. lt is this reporting
opprooch thot hos sustoined the misconstruction thot locol governments collect
meogre revenues. This distorts the occountobility ond tronsporency on the
contributions mode by locol governments to the centrol government revenues.
When collections of olltox heods ore disoggregoted bosed on locol government,
they will for surposs the reported locol revenues. Regrettobly, mointenonce of the
oggregoted centre opprooch entrenches unfoirness in budget ollocotions to
locol governments.

While odequote finoncing of locol governments is criticol for the success of
decentrolisotion policy, it should be noted thot this is discredited by the
centrolisotion opprooch in revenue collection. There is o greoter tilt towords the
centre i.e. centrol government thon locol governments.

Proposed Alternotives

All levies, Iicenses, fees or fines collecfed from locol governmenfs should ceose
being demorcqted os locol colleclions or reyenue. Rofher oll collecfions
generofe d from centrol governmenf ond locol governmenfs should universolly be
freofed os domestic revenue. However, reporting of domesfic reyenue collecfions
ond remiffonces should be disoggregofed occording to locolion of locol
government in which they were reolised. For this fo be reolised, reforms such os
phosed roll out of point of sole terminols porticulorly Electronic Billing Mochines

8



os is cose in Rwondo ond Tonzonio would enhonce revenue mobilisolion.This will
reflect ocluol exfenf of revenues collecled from eoch locol goyernment ond
influence ifs bvdgetory ollocofions. Ihis does not compromise fhe
decenfrolisofion policy ond deferminotion of indicotive plonning figures by the
Centrol Governmenf. Rofher it will require omendmenfs fo fhe Constitution, Public
Finonce Monogement Aci, Locol Governmenl Acl ond ony other relevonl lows.

Awore lhot not oll locol governmenfs or disfricfs hove some revenue generotion
ond development potentiol, Article 178 of fhe Constitution thot provides for
creotion of regionol governmenfs should be operofionolised. Ihis will ensure lhot
two or mote disfricfs cooperofe ond complemenf eoch other in mobilising
revenues os well os delivering public seryices wifhin their jurisdiction porticulorly
in oreos of planning, procuremenf ond controcling.The lotter ore currenlly lorgely
controlled by the centrol governmenf especiolly in fhe development of hospifols,
schools ond woter sources omong ofhers. Additionolly, equolisation gronts need
fo be mointoined ond torgeted offirmotive prcgrammes could be enrolled fo
supporf locol governmenfs wifh inodeguofe copocity to mobilise reyenue.

3.2 Foreign Dominoled Bonking Syslem

The Bonking system in Ugondo is dominoted by foreign owned commerciol bonks.
This is lorgely ottributed to the liberolisotion of the finonciol sector. While foreign
owned commerciol bonks ore well copitolised ond resilient, there is o seemingly
growing risk of copitol flight ond their dominonce crowding out domestic os well
os emerging bonks. The lotter hos been evidenced through closures, mergers or
ocquisitions of struggling bonks by bigger bonks. This is hinged on the stotutory
bonk copitol reserve, morket presence longevity odvontoge, governonce
superiority ond limited government octive porticipotion.

It is importont to note thot the commerciol bonks hold the greotest portion of
domestic debt. As of June 2021 , they held UGX 9.89 trillion (38%) of the foce volue
of the treosury securities roised in FY2020121 omounting to UGX 26.03 trillion. This
reoffirms the risk of copitol flight through profit repotriotion orising from interest
poyments. ln FY2022123, it wos estoblished thot out of projected interest poyments
omounting to UGX 5.08 trillion, domestic interest poyments would omount to UGX
4.05 trillion (B0Z1d.

0 Minislry of Finonce, Plonning ond Economic Development, 2021. Notionol Budgel Fromework
Poper FY2O22|23 - 2026127
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Toble 5: Treosury Securilies Oulstonding Stock by Holder Colegory

Source: Bonk of Ugondo

Worryingly, the roising of minimum copitol requirement to UGX 150 billion will be
met by only 10 out of the 25 commerciol bonksT. This is on indicotion thot those
thot ore unoble to roise odditionol copitol will close or be merged or ocquired.
Consequently, there is less competition ond expensive bonking services. This will
leod to widening the list of defunct bonks which until recent include Cooperotive
Bonk, Crone Bonk Limited, GlobolTrust Bonk Ugondo, Greenlond Bonk, Teefe Trust
Bonk, lnternotionol Credit Bonk ond Notionol Bonk of Commercea.

z lnternotionol Monetory Fund, 2022.2021 Article lV Consultotion ond Firsl Review under the
Extended Credit Focility Arrongement ond Requests for Modificolions of Performonce Criterio -
Press Releose; Stoff Report; ond Stolement by the Executive Director for Ugondo. IMF Country
Report No.22177
a Porlioment of Ugondo,20lg. Report of the Committee on Commissions, Stotutory Authorilies
ond Stote Enterprises (COSASE) on lhe Speciol Audit Report of the Auditor Generol on Defunct
Bonks

Holder June 2020 June 2021

Colegory Foce Volue (bn) Toloce Volue Foce Volue (bn) 7"Foce Volue

Bonks 4,035.1 Bt% 4,804.2 75%

Pension & Provident Funds 227.8 s% 77.0 t%

Offshore 0% 478.9 B%

Bonk of Ugondo 2.5 0% r.3 0%

lnsuronce componies 149.0 co7J/O r33.s 2%

Other finonciol institutions 187.2 4% 450.0 10t/o

Retoil 137.8 co7o/o r65.3 3%

Other 238.1 EOJ/o 276.8 4%

TotolBills 4,977.5 100% 6,387.0 100%
Bonks 3,796.9 27% 5,092.1 26%

Pension & Provident Funds 7,261.4 E40JZ/o 8,734.0 44%

Offshore I ,140.8 B% 2,474.3 t3%

Bonk of Ugondo 6.2 AdV/o 457.8 2%

lnsuronce componies 267.6 2% 398.5 2%

Olher finonciol institutions r,153.9 B% 1,585.6 B%

Retoil 255.8 40z/o 608.9 3%

Other 97.2 t% 300.5 aaz/o

Totol Bonds 13,979.8 100% 19,651.8 100%
TololStock r 8,957.3 26,038.8
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Toble 6: Commerciol Bonks in Ugondo ond their Mojorily Shoreholders

BANK MAJORITY SHARE HOTDER PERCENTAGE

ABC BANK AFRICAN BANKING
CORPORATION
Afrilond First Group,Afrilond First
Bonk, Guineo Conokry
Abso Group Limited
BMCE BANK,AFRICAN
FINANCIAL HOLDING OCEAN
INDIEN
BANK OF BARODA
BANK OF INDIA
Bonque Du'Coire
U gondo Colholic Secretoriot
Citibonk Overseos lnvestment
Corporotion
dfcu Limited (owned by Arise
BV)

Diomond Trust Bonk Kenyo Ltd,
Ago Khon Fund for Economic
Deyelgpment
Ecobqnk Tronsnotionol
lncorporoted
Equity Group Holdings Limited
Exim Bonk Tonzonio ltd
UWT-U gondo Women's Trust

GUARANTY TRUST BANK(KENYA)
LTD

NSSF, (GOU)
Kenyo Commerciol Bonk
Limited
NCBA BANK PLC

Opportunity Tro nsformotion
lnvestements lnc
Morko Holdings Limited owned
1007o by Keton Morjorio
GOU
Stonbic Ugondo Holdings
Limited- Owned by Stonbic
Group
Stondord Chortered Holdings
(Africo) B.V
Libyon Foreign Bonk
UBA Plc

STAIUS AS AT
DEC?02O

Non-Resident

48 Non-ResidentAFRILAND FIRST BANK

ABSA

BANK OF AFRICA

BANK OF BARODA
gANr Or INDIA

CAIRO INTERNATIONAL BANK

CENTENARY BANK

CITIBANK

DFCU BANK

I DIAMOND TRUST BANK

ECOBANK

EQUITY BANK

EXIM BANK

FINANCE TRUST BANK LIMITED

GUARANTY TRUST BANK

HOUSING FINANCE BANK
KCB Bonk Ugondo Ltd

NCBA Bonk
OPPORTUNIIY BANK

ORIENT BANK

POST BANK

STANBIC BANK (U) LTD

STANDARD CHARTERED BANK

TROPICAL BANK

UNITED BANK OF AFRICA

Source: BOU

9?

59

20.1

to0

s0, (4e.2)

99.9

Non-Resident
Non-Resident

Non-Resident
(on-nesiOent

Non-Resident ,

Resident
Non-Resident

Non-Resident

Non-Resident

Non-Resident

Non-Resident
Non-Resident

Resident
Non-Resident

Resident
Non-Resident

Non-Resident
Non-Resident

Resident
Non-Resident

Non-Resident

Non-Resident
Non-Resident

33.l9 Non-Resident

r00
B6

79

loo
roo
100

1oo

r00,
49

r00
9?

11

62

83.7



Proposed Allernotive

lnferyenfions such os Microfinonce Supporf Cenfre ond Pride Microfinonce
Limited should be combined fo re-esfoblish o domesfic cooperotive bonk. Ihis
will conlribute to the increose in the number of domesfic bonks, reduction of the
dominonce of foreign owned bonks ond reduce fhe cosf of credil. loons from
foreign owned bonks incorporote fhe cosf of importing copitol on lop of
odminislrolive cosfs. Bosed on lhe oppropriofions mode in FY202l122, when
combined UGX 246.3 billion (Microfinonce Support Centre - UGX 133.29 billion
ond Pride Microfinonce - UGX I13.01 billion) would be roised os bonk copifol. Ihis
is for beyond the odvonced UGX 150 billion minimum copilol mork. Besides being
budget neulrol, the proposed cooperofive bonk would still obly serve the currenl
purposes or gools of the Microfinonce Support Centre ond Pride Microfinonce
Limited.

3.3 Tox Expendilures Hoemorrhoge

The country loses o lot of revenue through stotutory tox expenditures (i.e.
olternotive meons of delivering finonciol support other direct budget support)
exercised through ministeriol discretionolly powers. Presently, there ore no ceilings
set for the tox expenditurese ond Porlioment hos no mechonism of scrutinising tox
expenditure proposols before they ore oworded. Rother Porlioment moy
scrutinise the tox expenditure reports presented under Section 77 of the Public
Finonce Monogement Act. Unfortunotely, Porlioment hos never undertoken
extensive scrutiny ond debote on the reports. Hence o weok checks ond bolonce
system omidst constroined copocity of domestic revenue mobilisotion. For the lost
5 finonciol yeors i.e. FY20l 6/17 -2020121, tox expenditures hove been groduolly
escoloting ond the country hos foregone revenue omounting to UGX 21.51 trillion.
This is moinly ottributed to the permonency or indefinite period of the tox
expenditures.

Toble 7: Revenue ne in FY2016 17 -2020 1

Source: URA

s Ministry of Finonce. Plonning ond Economic Development,20l9. Domeslic Revenue
Mobilisotion Strotegy 2019120 - 2023124

Exemptions Cotegory tY 2016117
(UGX Bn)

tY 2017 /18
(UGX Bn)

FY 20r8/r 9
(UGX Bn)

FY 2019 /20
(UGX Bn)

tY2020/21
(UGX Bn)

Totolincome tox Loss 39 r .85 453.79 r,009.84 85r.2t 2,358.67
VAT Exemptions 8t 5.1 5 r,323.5s 1,434.34 r,855.49 2,195.34
Customs Tox Exemptions 960.02 ?12.46 1,716.37 2,065.15 3,1 68.51

Totol Exemptions 2,167.O2 2,689.80 4,r 60.55 4,771.85 7,722.52
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Nonetheless, review of the stotements occomponying the notionol onnuol
budget indicoted void of detoils porticulorly regording number of exemption
requests received ond gronted, number of beneficiories, volue of expenditures,
occrued impoct, durotion of exemptions ond ceilings. This roises the risks of
continued distortion of the revenue bose. lt hos been estoblished thot for eoch of
the yeors 2017 2020, Government hos been gronted 87 types of tox
expenditures. Broodly,62 (71%) of the tox expenditures ore permonent while
temporory expenditures occount for 29%. Exemptions ore the moin mechonism
occounting for 46% of oll tox expenditures heodsr0.

Tqble 8: Types ond Durolion of Tox Expenditures in Ugondo

Durotion ond type of Tox Expendilure

Permonent

Deduction
Deferrol

Exemption

Other
Reduced rote
Zero-roted

Temporory

Reduced rote
Grond Totol

Source: GTED

Number

6

I

40

)
7

6

2i
25

87

While the tox expenditures ore ossumed to be incentives geored towords spurring
growth in strotegic oreos such monufocturing, ogro-processing ond chority, no
study hos been undertoken to estoblish the benefits thot hove so for occrued from
them. Besides severol beneficiories of the tox expenditures do not file tox returnsrr
yet the government continues to incentivise them. Hence it hos been deduced
thot eligibility is not necessorily linked to tox returns.

Furthermore, some tox expenditures ore intended of boosting sovings of selected
beneficiories of the exclusion of counterports. This roises concerns of inequity ond
unfoirness which violote the universol principles of toxotion. For instonce, income
tox exemptions ore gronted to legislotors ond not to other democroticolly elected
leoders. Armed officers ore exempt while other public officers ore not exempted.

to GlobolTox Expenditure Dotobose (GTED) ,2022. Country Profile - Ugondo.
https: //qted. n etlc ou n try-prof ile/ Lost o ccessed I 2 Mor ch 2022
rr Ministry of Finonce, Plonning ond Economic Development, 2021 .Iox Expenditure Report
FY2020121
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Toble 9: Revenue foregone from lncome Tox Exemptions in FY201 6/17 -FY2O21

Employment income of ormed forces

Employmenl incomes of EADB employees

Business incomes of new inveslors in new plonls
ond mochinery for ogro-processing

l0-yeor tox holidoy on business income tox for
new investors monufocturing finished
consumer ond copitol goods for export.

i Employment income, other thon solory, of o
person employed os o Member of Porlioment

lncome of Bujogoli Hydro Power Project

Business ond investment income lox for
SACCOS
Lumpsum poyments from employment
income tox
Employment income of privote retirement
schemes
Dividends poid by o publicly troded compony

Toto! loss from ons 367.28 386.34

Source: MoFPED

Proposed Allernotive

Amend Secfion 77 to introduce prior opprovcrl of Porliomenl tor exempfions
gronted by the Minister responsib,e for Finonce. While fhis moy creofe
bureoucrofic risks such os deloys ond politicol rcnting, it will improve scruliny,
tronsporency ond occounlobility. Ihis should be comptemenfed with bionnual
posf legislolive scrutiny of the exempfions wilh the findings torgeted of informing
scrutiny of lox bills for fhe subsequent finqnciol yeor porticulorly phosing out
ineffective fox meosures. For instonce, in Kenyo, o review informed o reduction in
ifems exempfed from Vqlue Added Tox led to o reduclion of 27% of iotql lc,x
expendifures from a high of KSH 437.11 billion (UGX 13.82 trillion) in 2017 to KSH

318.32 billion (UGXI0.06 trillion) in 202012. Hence reyiews ond disconlinuotion of
ineffeclive expendifures would brooden ond increose fhe fox bose. Ihe posf
legislofive scrutiny should be underfoken inespecfive of fhe Cosf Benefif Anolysis
for Government lox Exempfions ond Subsidies thot will be undertoken by the
Minislry responsible for Finonce. ln FY2022/23, UGX 2.029 billion hos been
eqrmorked for this octivity.

tz The Notionol Treosury ond Plonning,2021 .2021 Iox Expenditure Report

74

95.r360.6 72.72 83. r 95.r3
lncomes of collective investment schemes

0 o.2 0.22 0.75 2.19

L48 Ll5 0.82 0.82

3.4 8.72 5.r3 27.98

0.84

32.2

18.45 I 1.334.16 19.04

102.91 99.77 98.73 126.64

4.97

126.64

0 0 100.04 90.74

0.34 1.95

108.4

|.37 7.95 25.45

3.84 4.O1 4.46 3.44

3.02 13.75 8.21 8.97 11.69

0

3.4? o.62 r.3 0 0.73

183.24 t 221.95 360.2



ln lhe interim fhe sfofemenf ond reporfs mode to Porliomenl should orliculote in
deloil the number of exempfion requesfs received ond gronted, number of
beneficiories, yqlue of expendifures, foregone revenue occrued impoct, durotion
of exempfions, ceilings ond eliminoled or discorded tox expendifures.
Benchmork con be undertoken on the lox Expendilure report prepored by the
Ministry of Economy ond Finonce in Moroccot3.

3.4 lnodequole Evoluotion of Tox Policy Meosures

ln every finonciol yeor, government introduces new tox meosures. However, the
proposed new tox heods descriptions for subsequent finonciol yeor ond whot
they would yield hove never been incorporoted in the Notionol Budget
fromework poper. Suffice to note thot porogroph 6 of Schedule 3 of the Public
Finonce Monogement Act requires orticulotion of revenue policies thot
government intends to introduce. Non orticulotion constroins ossessment os to
whether the proposed notionol onnuol budget resource envelope is reolistic ond
oligned. So, scrutiny of proposed tox ond revenue bills of considerotion of onnuol
budget is void on olignment with opproved budget fromework poper.

Secondly, the proposed tox meosures ore not occomponied by ony Regulotory
lmpoct Assessment (RlA) to oid Porlioment determine the undertoken cost benefit
onolysis. Nevertheless, it should be noted thot Ugondo Revenue Authority
underiokes tox studies specificolly for the consumption of the Ministry responsible
for Finonce.

It hos been estoblished thot the Ministry olso undertokes studies specificolly with
the purpose of widening revenue tox effort ond bose. For instonce in FY2022123,
UGX l.B2 billion hos been ollocoted for review of tox policy ond legislotive
fromework. Attempts for Porlioment to occess the tox studies hove been futile.
Consequently, emphosis is usuolly ploced on the projected tox yields ond less

ottention is ploced on the resources thot would be required to octuolise the yields
ond resultont impocts.

Additionolly, except for revenue outcome, no evoluotion of post tox meosures in
terms of odministrotion, citizen perception, unintended impoct ond olignment to
budget strotegy omong others is undertoken. This constroins determinotion of
efficiency ond effectiveness of tox meosuresr4. For instonce, it would hove been
ideol for government to report on whether the opproved tox policy ond

r3 Ministry of Economy ond Finonce, 2022. Al Molyio Review. Speciol 2022Finonce Low. Summory
of the Report on Tox Expenditure.
https://www.finonces.gov.mo/Publicotion/db/2022lEn SvntheseDepensesFiscoles2022.pdf Lost
occessed 12 Morch 2022
r4 Ugondo Revenue Aulhority, 2020. AnnvolRevenue Performonce Report FY20l9l2O
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odministrotion meosures in FY2021122 yielded the projected UGX 460.6,l billion
ond UGX 799 billion respectivelyts.

Proposed Alternotive

Porliomenf should omend Rule I59 of the Rules of Procedurelo specifrcolly require
Committees undedoke posf legislofive scrvtiny. Ihe responsibility of Porliomenl
should nof end with bill scrutiny ond ensuring thol if is ossented into low. This will
empower fhe Commilfee on Finonce, Plonning ond Economic Development to
underfoke scrutiny of tax ond odministrotive policy meosures possed by
Pqrliomenf. Ihis will oid in ossessing lhe responsiveness of the finonce lows in
enhoncing domestic revenue mobillsotion ond how they hoye shoped fhe lives
of lhe citizenry. However, coution should be foken fo focus on outcomes ond nof
to reploy orgumenfs mode during lhe considerofion of bills. Presently no
Porliomentory Commiffee hos undertoken posf legislolive scrutiny into ony of the
lows under their jvrisdiction.

3.5 Counler etfeclive Tox Policy ond Administrolion Meosures

Government hos over the yeors invested in counterproductive tox odministrotion
meosures. Such meosures include digitol stomps for which Porlioment opproved
o iotol of UGX 106 billion in FY2019120 (UGX 45.67 billion) ond FY2020121(UGX 60.89
billion). The operotionolisotion of the digitol stomps wos controcted to o privote
compony, SICPA Ugondo Limited. Criticol to note thot the compony wos not
sourced through competitive bidding. From the onset the investment wos
projected not to be commensurote with onticipoted return on investment. lt wos
projected to yield o totol revenue contribution of UGX 47.74 billion over 5 yeorst6.
It is there not surprising thot the odministrotion meosure hos been
underperforming ever since it wos initioted in FY2017 /18. ln the subsequent yeors,
it hos never yielded revenue equivolent to whot wos collected in FY20l7l1B.
Additionolly, it is port of the drivers for price escolotions for the stomping chorges
ore borne by customers of consumption of gozetted products.

'5 Minislry of Finonce, Plonning ond Economic Development, 2021. Bockground to lhe Budgel for
FY2021122
ta Porlioment of Ugondo,2019. Report of the Budget Commitlee on the Annuol Budgel Eslimotes
for FY20l9l2O
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Toble I0: Digitol Tox Slomps revenue conlribution from vorious produclstz

Revenue ('000 Bn UGX)
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Cigorettes
Drinking Woter
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Another intervention of fuel morking hos olso contributed to increment of fuel
prices which hove o ripple effect on commodity prices. SICPA Globol Fluids
lnternotionol wos olso controcted by government to offer fuel morking prices ot
o cost of UGX 30 per litre exclusive of toxes. Awore thot the country consumes on
overoge of 6.5 million litres of fuel per doy, UGX 71.17 billion is collected by the
compony onnuol. lt is criticol to note thot these fees do not constitute port of the
Consolidoted Fund.

ln the post, the fuel morking progromme wos morred with irregulorities porticulorly
illegol procurement of service provider ond setting of morking fee without
undertoking morket surveyrs. Recently, Auditor Generol roised o concern on
foilure to odequotely determine how much revenue is generoted in order to
determine how much is due to the Ministry of Energy ond Minerol Development.
Tho Ministry is entitled to 15% of the fuel morking revenuere.

Relotedly, Withholding Tox on imported tronsport services hos olso contributed to
the increose in cost of essentiol commodities. Ugondo is o londlocked country
thot hos over the yeors over relied on rood tronsport os compored to oir, roilwoy
ond woter tronsport. Unfortunotely, rood tronsport services ore dominoted by
foreign tronsporters who tronsport B0% of Ugondo bound corgo ond hove to poy
l5% withholding tox os per Section 85 of the lncome Tox Act. These tronsport items

17 Uganda Revenue Authority, 2022. Responses to the lssues thot were roised by the
Porliomentory Committee on Finonce, Plonning ond Economic Development on the
Review of the URA Budget Fromework Poper FY2022/23

ta Office of lhe Auditor Generol, 2013. Volue for Money Audil Report on the lmplementotion of
the FuelMorking Progromme (FMP) by the Ministry of Energy ond Minerol Development
ts Porliomenl of Ugondo,2021. A Report of the Public Accounts Committee (Centrol
Government) of the Report of the Auditor Generol on the Public Seclor for lhe yeor ended 30
June 201 B
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such os fuel ond industriol inputs. The ossocioted tronsportotion costs ore port of
the drivers for the currently escoloting commodity prices in Ugondo.
Consequently, this increoses the cost of living ond dwindling quolity of life due to
chollenges in occessing essentiol household requirements.

Proposed Allernolive

Ugondo Reyenue Authority (URA) should own lhe digitol sfomps ond technology
infrostruclure. Ihis will leod to reduced cosfs, sustoinobilily ond improved
occurocy in lrocking of the gozetle producfs. The lotter will be reolized for there
would be no third porty involved. ln turn this will boosf lox collecfions while
redvcing cosfs exfended lo lhe consumer of lhe gozette producfs.

Aware thot lhe controcl of SICPA Globol Fluids lnternotionol is expiring in 2023, the
fuel morking progromme should be discontinued ond emphosis is ploced on
improving copobilifies of Geogrophicol Posifion Sysfems embedded in fhe
Regionol Electronic Corgo Trocking Sysfem (RECIS). Ihe sysfem thol wos inifiofed
in 2017 is operolionol in Ugondo, Kenyo, Rwondo ond Democrotic Republic of
Congo. This will contribute fo o reduction of fuel cosfs ond ensure reol time
monitoring of fuel fonkers.

As fhe country develops olternolive fronsportofion meons porticulorly woler ond
roilwoy tronsporl, wilhholding tox on imported tronsport seryices should
tempororily be woived. This will conlribule fo fhe reduclion of cosfs of imported
row moteriols ond commodifies.

3.6 lnodequote Public Debt Disclosure ond Monogemenl

The reported stock of public debt stood of UGX 73.78 trillion os of end of October
202120. Criticol to note is the foct thot this is not the full disclosure of public debt
stock. The debt stock only includes o portion of guorontees thot hove become o
liobility to government upon defoult by the responsible debtorzt. lt does not
include oll publicly guoronteed debt which ore port of contingent liobilities.

It hos been noted thot in the yeor 2021, contingent liobilities rose to UGX 160 trillion
from UGX I 

.l.5 
trillion. This is more thon double the declored stock of public debt.

Additionolly, the public debt stock does not include domestic orreors. ln the yeor
2021 , domestic orreors omounted to UGX 4.65 trillionzz.The outstonding debt due

zo Bonk of Ugondo ,2021 . Stole of the Economy Report
zr Ministry of Finonce, Plonning ond Economic Development, 2022. Debt Susloinobility Anolysis
Report FY2O2O|21
zz Office of the Auditor Generol, 2021 . Report of the Auditor Generol to Porlioment for the
Finonciol Yeor ended 30th Jvne 2021
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to Bonk of Ugondo os bonk odvonces omounting to UGX 3.033 trillion ore olso not
recorded in the declored stock of debtzs. The situotion will be coupled by the pre-
finoncing debt which is currently being considered in the roods sector2a.

The selective disclosure moy be purposed on portroying the country's debt
sustoinoble before lenders, donors ond other prospective finonciers. However, this
hompers determinotion ond controlof the public debt. When the entire spectrum
of public debt is computed, it for exceeds the recommended debt to GDP rotio
of 50%.

Relotedly, occording to Public Debt ond Other Liobilities Monogement
Fromework FY20lBl19 -FY2022/23, it indicotes thot no guorontees will be given to
individuols due to risks of occountobility, tronsporency ond prudent use of public
resources. To the controry, it hos been estoblished thot o guorontee wos provided
to Dick Kizito os on individuol. More still, government is expected to deposit onto
o Speciol Account guorontee fees of 03% per onnum on the nominol volue of
the guoronteed entity. Unfortunotely, the stotus of this occount is unknown yet
there ore expected fees from severol guorontee beneficiories. This moy portly be
ottributed to the foct thot the Auditor Generol hos foiled to oudit the guorontee
beneficiories of leost once in their lifetimezs. Besides the oudit requirement is so
lenient. This roises risk of continued funding of discretionolly selected ond "well
connected" beneficiories thot moy hove no substontive contribution to
stimuloting economic octivity in the economy.

zs lnternolionol Monetory Fund, 2022.2021 Article lV Consultotion ond First Review under lhe
Extended Credit Focility Arrongement ond Requesls for Modificotions of Performonce Criterio -
Press Releose; Stoff Report; ond Stotemenl by the Executive Direclor for Ugondo. IMF Country
Report No.22177
z+ Ministry of Finonce, Plonning ond Economic Development, 2021. Notionol Budget Fromework
Poper FY2022123 - FY2026127
zs Ministry of Finonce, Plonning ond Economic Development, 20l9. Public Debt ond Other
Liobilities Monogement Fromework FY20l Bl19 -FY2022123
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Toble I l: Privole Enlerprises thol hove on-lenl loons

Deblor Nome Directors Bolonce in
UGX os ol

30.06.2020

Akombo Ugondo Limited

Boggrey Troding Compony Limited

BTS (U) Limited

Centrol Purchosing Compony
Limited

Dick Kizito
G M Combine

G M Turnpeco Limited
HighWoy Motors Limited
Josobo Phormocueticols Limited

Kibugumo Coffee Growers Limited

Mokyo Enterprises Limited
Morks Phormoceuticols Ltd

Mpiimo Troding Compony Limited
Oscor lndustries Limited
Seki Troding Compony Limited

Sembule Steel Mills Limited

Tonk HillQuorry Limited

Ugondo Molors Ltd

UPET

Iotol Loons

Source: MoFPED

Mohomood Noordin Thoboni, Zulfikor
Noordin Thoboni, Nioz Hossonoli
Nothoo, Nozir Nothoo
Godfrey Kirumiro, Moses Kolungi,
KolungiKirumiro
Coroline Agobo, Oringo Julius, Akojoroit
Borbro, Anyiko Flovio
Anthony Okwenye, Ulrike Wilson, Steven
Rwobwero, Jennifer Bitolobeho, Groce
Musoke Lwongo

Williom Sentezo-Kojubi, Eriso Christopher
N. Kironde, George K. Kityo

Ali N. Korio, S. A. Korio, K. A. Korio
Jomes Soli Bobumbo. Anne Bobumbo,
Edith Mory Bobumbo
Johnson Soimon Kiwonuko, Sowedi
Nsibombi, Hoji Ahomed Munofu

Musiitwo Robert, Nomutebi Honiet,
Kovumo Borboro
Dick Musisi Mpiimo, Elizobeth Nokungu

Gordfrey Sekiwungo, Angel Peoce
Rwonjogororo, Dophine Ann Nobotonzi
Christopher C., Tonny Edword. Froncis
Sembuyo
George Kyoligonzo, Joshuo Kwezi,
Jockson Doleero, Lolji Premji
Monoging Director. Director of
Operotions, Morketing Monoger,
Director of Finonce, Purchosing
Monoger

329,O45,798

358,326,024

173,730,610

5,326,322,326

169,378,642
358,008,078

55,576,260
101,?65,214
209,906,779

58,300,476

36,624,535
72,487,473

58,673,804
2,703,785

145,683,024

385,862,329

37,343,399

118,469,894

2,424,794,521
10,433,202,971

Proposed Alternotive

Ihe debf sfock of the counlry should reflect oll componenfs of debt. All conlingent
liobilities, domesfic debf ond pre-finoncing musf be included in lhe debt sfock.
Thiswill obofe fhe risks of hidden debf ond being cul off from prospecfrye,enders
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ond donors. Ihese risks were reolised in Republic of Congo (non-disclosure of
prefinoncing controcfs). Togo (non-disclosure of prefinoncing debl), Ecuodor
(non-disclosure of contingent liobilifies), Mozombique (non-disclosure of sfofe
guorontees) ond Zombio (debt reporting log$ze .

The crilerio for benefiling from governmenl guoronfees should be disclosed fo
ensure fronspore ncy ond foirness in lheir occess. This will erodicofe fhe possibility
of awarding guoronfees to enfifies lhot lock coherenf business plons,
monogemenf copocity, bonkoble projecfs ond obilily lo generofe odeguofe
coshflows fo service their debf. prevent fhe discretionory oword of guoronfees
ond enfrenching of potronoge.The criterio should be complemenfed with legol
ond regulotory fromeworks fhof empowers governmenl to inquire into operofions
of privole enferprises ond sfofe-owned enferprises incorporoted os privote
componies.

4.0 coNcLUsroN

There is need for increosed scrutiny of the finonciol sector for its monogement hos
huge implicotions on future generotions porticulorly regording mobilisotion of
revenues for service delivery ond monogement of public debt. lt is therefore
prudent thot the proposed olternotive policies ore odopted for sustoinoble
finonciol prudence.

I beg to submit

zo lnternotionol Development Associotion ond lnternotionol Monetory Fund, 201B. G-20 Note:
lmproving Public Debt Recording, Monitoring ond Reporting Copocity in Low ond Lower Middle
- lncome Countries: Proposed Reforms
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