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THE REPUBLIC OF UGANDA

CERTIFICATE OF COMPLIANCE
FOR
THE ANNUAL BUDGET FY2015/16

(Made under the Section 13 (7) of Public Finance Management Act, 2015)

This is to certify that the FY 2015/16 budget has been examined in relation to the Second National
Development Plan (NDPII) 2015/16-2019/20 as required under section 13(6) and 13(7) of the Public
Finance Management Act, 2015 (PFM Act, 2015).

1.0 INTRODUCTION
1.1 Background

The issuance of the Certificate of Compliance (CoC) is a requirement as provided for by the Public
Finance and Management Act (PFMA) 2015, Section 13 (6) and 13 (7). The CoC is aimed at
entrenching the implementation of National Development Plans (NDPs) by the National Budget.
This requirement guarantees that planning and budgeting frameworks are aligned for achieving
Uganda Vision 2040, through the NDPs. In particular, the Sections 9 (3) and 13(6) requires that the
Budget Framework Paper (BFP) and Annual Budget (AB) respectively be aligned to the NDPs. In
Particular, in section 13(6), the law requires that the Annual Budget (AB) shall be consistent with
the NDP, the Charter of Fiscal Responsibility (CFR) and the National Budget Framework Paper
(BFP). However, the Charter of Fiscal responsibility (CFR) is not yet in place, thus the FY2015/16
assessment of compliance has been confined to AB, BFP and NDP.

1.2 Objective of the Certificate of Compliance

The overall objective of the Certificate of compliance is to strengthen implementation of NDPs
towards realization of Uganda Vision 2040.

2.0 ASSESSMENT AND FINDINGS'
2.1 Assessment

To prepare the certificate of compliance, National Planning Authority (NPA) developed a
standardized approach that was used to measure compliance of the FY2015/16 AB. In line with the
legal requirement, the compliance has been assessed on the basis of consistence of the AB and
NBFP with the NDP. The assessment framework uses NDPIl as a benchmark against which
budgeting instruments and outcomes should be consistent. The framework covers four broad

! Reference is made to the detailed assessment report

Page 1 0of9




levels: the Macroeconomic Level Assessment; NDP National Strategic Level Assessment; Sector
Level Assessment; and MDA/Vote Level Assessment.

2.2 Key Findings

The FY2015/16 Annual Budget (AB) was 68.3 percent compliant. This overall assessment is
an average performance at the three broad levels. At the Macro level, the AB was 72.3 percent
compliant. At the National Strategic level Assessment the AB was 75.4 percent compliant and
at Sector and MDA level it was 57.7 percent compliant.

Therefore based on the above assessment, the AB is largely consistent with the NDPII in
terms of macroeconomic and national strategic level priorities, nevertheless, substantial
gaps remain especially at the sector and MDA levels.

2.2.1 Macroeconomic level

While the AB GDP growth and per capita targets are consistent with the NDPII, they are
unlikely to be attained in FY2015/16. This will constrain the realization of NDPII target of
middle income status.

Although the AB was consistent with the NDPII domestic resource targets more effort is
required to improve non-traditional revenue mobilization. While the FY2015/16 AB
targeted policy and administrative measures to raise more revenues, it did not provide for
non-traditional revenue mobilization for instance PPP financing of core projects. This is
critical for financing NDPII priorities.

iii) The AB Gross International Reserves target was lower than the NDPII target. Although the

AB projected a gradual improvement of the international reserves to about 4.5 months of
imports in the medium term, this is still lower than the NDPII target of 5.4 months of
imports. At end December 2015, the reserves stood at 3.9 months of imports.

2.2.2 NDPII National Strategic Level

iv) Although the AB provided support for employment creation, it was still below the NDPII

v)

desired targets. Key areas that require attention are: job creation, entrepreneurship,
creativity and innovation and access to financial services. The AB did not allocate resources
for areas of creativity and innovation for creative industries yet this is a priority in NDP.

The AB specified objectives for enhancing human capital development, however, key
NDPII priorities remained unfunded. These included: reviewing the ECD Policy; re-
designing the curriculum; programmes for scaling up critical nutrition outcomes; and
immunization, among others.

2.2.3. The sector and MDA level

vi) The analysis of 17 sectors revealed that only 8 have Sector Development Plans, of which,

only 3 are aligned to the NDPII in terms of both focus and timeframe. In addition, most
MDAs do not have Strategic Plans. The general lack of strategic plans and non-alignment
of budget instruments to the Sector Development Plans and NDPII contributed to low
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compliance levels at sectors. Nonetheless, for those sectors that had approved and aligned
strategic plans, the levels of compliance were generally higher.

vii) Several MDAs that collect Non Tax Revenue and spend it at source, plan and budget

without adequate scrutiny and alignment to NDPIl which complicates compliance
assessment of these MDAs. These include: CAA, UCC, UEGCL, UETCL, UEDCL, Posta Uganda
among others. Volume Il of the annual budget estimates, which details revenue and
expenditure of these MDAs lists only expenditure items by department as opposed to
aligning to output areas. Further scrutiny of these institutions’ planning and budgeting
revealed that they neither prepared detailed MPS nor are they well integrated in
ministry/sector policy statements. This makes assessment of their activities in light of
achieving NDPII objectives and interventions difficult. It is therefore recommended that
these MDAs prepare their revenue and expenditure estimates in line with the format
provided in volume | of the annual budget estimates. This way, their detailed expenditure,
outputs and outcomes will be clearly spelt out for ease assessment.

viii) Budgeting and planning instruments are not aligned which makes alignment of sector

budget priorities to the NDP a challenge. In addition, the structure of the sector budget
and other respective instruments like BFPs make it difficult to assess the implementation
of the NDP. In the same way, there is no clear mapping between the NDPII sector
objectives, interventions, budget outputs and specific resource allocations.

3.0 Recommendations

Whereas the AB was consistent with the NDPII in terms of macroeconomic and national strategic
level priorities, key gaps still remain especially at the sector and MDA levels.

Therefore, the following are recommended:

i)

i)

iiii)

iv)

It is important that the budget takes into comprehensive consideration of the key NDPII
priorities and targets. Notably among others, with the current low levels of growth, the
Budget should take into consideration a higher growth target for the next financial years
to compensate for the low growth out-turn projected in 2015/16, so as to remain on
course with the NDPII per capita income targets.

All Sectors and MDAs should develop their Development Plans that are aligned to the
NDPII in terms of content and timeframe. Therefore, all Sector and MDAs annual work
plans and Budgets shall be informed by their respective Plans.

The AB should prioritize interventions aimed at employment creation. Key areas that
require attention are: industrialization, value addition in key priority areas, skills
development (centres of excellence), entrepreneurship, creativity and innovation and
access to financial services.

Prioritize and expedite the implementation of NDPII core projects. In this regard, the

Delivery Unit at Office of the Prime Minister should be operationalized to play the catalytic
role in fast tracking implementation of core projects.
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v) There is an urgent need to review the decision to allow MDAs to collect Non Tax Revenue
and spend at source, with a view to enhance alignment of their activities and budgets
towards achievement of NDP and Uganda Vision 2040 objectives and goals.

vi) There is need to review the Budget instruments to ensure a more comprehensive
alignment of the Budget to the NDP. Also a detailed macroeconomic framework reflecting
macroeconomic targets should be attached to the budget documents against which
assessment will be done.

In conclusion, the FY2015/16 Annual Budget (AB) was 68.3 percent compliant. This overall
assessment is an average performance at the three broad levels. At the Macro level, the AB was
72.3 percent compliant. At the National Strategic level Assessment the AB was 75.4 percent
compliant and at Sector and MDA level it was 57.7 percent compliant. A summary of this
assessment is attached to this certificate.

The detailed Compliance Assessment Report is enclosed with this submission.
ﬁm v NERTg

Kisamba Mugerwa (

Chairperson, National Planning Authorjty
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FOREWORD

The issuance of the Certificate of Compliance (CoC) of the Annual Budget (AB) to the Nation-
al Development Plan (NDP) as required by the Public Finance and Management Act (PFMA)
2015, is a milestone in the development planning and performance monitoring process of the
country. This is in the context of the Comprehensive National Development Planning Frame-
work (CNDPF) which envisages a 30 year National Vision, three 10-year development plans, six
5-year NDPs and sector development plans to be implemented through annual work plans and
budgets.

The CoC strengthens planning and budgeting processes by ensuring consistency and align-
ment of the budget with the national planning framework—right from setting of the strategic
vision and focus, to budgeting for the NDP, and implementing as planned.

Section 13 (6) and section 9 (3) of the PFMA require that the Budget Framework Paper (BFP)
and Annual Budget (AB) should be aligned to the NDPs. Section 13(7) requires the CoC issued
by the National Planning Authority (NPA) for the AB of the previous financial year to accompa-
ny the AB for next financial year. As per the legal requirement, compliance has been assessed
on basis of consistence of the AB with the NDP and NBFP. In future, the CoC will also include an
assessment of the compliance of the AB to the Chart of Fiscal Responsibility (CFR) once it is in
place as required by law.

The CoC to the Budget accompanied with a detailed report, are required to be submitted to
the Parliament of Uganda to support execution of oversight functions, particularly regarding
budget appropriation.

The CoC provides an insight into the extent of alignment of the budget framework papers
(BFPs) and budgets to the NDPs, instruments through whose implementation the Uganda Vi-
sion 2040 is to be realized. It is hoped that the CoC shall also inform executive decision making
on government program planning and implementation.

We call upon all implementing agencies to make every effort to align their budgets at their
sector plans and thus the NDP .

For God and my Country

A Gk ﬂA(erWn

KISAMBA MUGERWA
CHAIRPERSON,
NATIONAL PLANNING AUTHORITY.
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LIST OF ACRONYMS

Abbreviation Description

AB Annual Budget

ADB African Development Bank

AG Auditor General

AGITT Agriculture Technology Transfer

AICAD African Institute for Capacity Development

ANC Anti Natal Care

ARVs Anti retro viral

ASSIP Accountability Sector Investment Plan

AWP Annual Work Plan

BFP Budget Framework Paper

Bn Billion

BoP Balance of Payments

BoU Banks of Uganda

BPO Business Process Outsourcing

BTTB Background To The Budget

BTTB Background to the Budget

BTVET Business, Technical and Vocational Education Training
CAIlIP Community Agriculture Infrastructure Improvement Programme
CDD Community Driven Development

CFR Charter for Fiscal Responsibility

CNDPF Comprehensive National Development Planning Framework
CoC Certificate of Compliance

COMESA Common Market for Easter and Southern Africa

DSC District Service Commissions

EAC East African Community

EACAA East African Civil Aviation Academy

ECD Early Childhood Development

EMoC Emergency Obstetric Care

ERA Electricity Regulatory authority

ESO External Security Organisation

FALP Functional Adult Literacy Programme

FIEFOC Farm Income Enhancement and Forest Conservation
FY Financial Year

GDP Gross Domestic Product

GKMA Grate Kampala Metropolitan Area

GoU Government of Uganda

GTS Global Telecom System

HC Health Centre

HIV/AIDS Human Immune Virus / Acquired Immune Deficiency Syndrome
HPP Hydro Power Plant

ICT Information Communication Technology

IDA International Development Agency

IGG Inspector General of Government

ISO Internal Security Organisation

IT Information Technology

JAB Joint Admissions Board
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JCRC Joint Clinical Research Centre

JLOS Justice Law and Order Sector

KCCA Kampala City Council Authority

KIDP Karamoja Integrated Development Programme
LDC Law Development Centre

LED Local Economic Development

LG Local Government

LLINs Long Lasting Insecticide-treated Nets

LRDP Luwero Rwenzori Development Programme
MAAIF Ministry of Agriculture Animal Industry and Fisheries
MATIP Markets & Agriculture Trade Improvement Project
MC Municipal Councils

MDA Ministries Departments and Agencies

MDGs Millennium Development Goals

MEMD Ministry of Energy and Mineral Development
MoFPED Ministry of Finance Planning and Economic Development
MoH Ministry of Health

MolLG Ministry of Local Government

MPS Ministerial Policy Statement

MTEF Medium Term Expenditure Framework

NAS National Ambulance Services

NBFP National Budget Framework Paper

NCDC National Curriculum Development Centre
NCDs Non Communicable Diseases

NCHE National Council for Higher Education

NDC National Defense College

NDP National Development Plan

NEMA National Environment Management Authority
NHATC National High Altitude Training Centre

NHSTC National Health Service Training Colleges
NOC Northern Corridor

NPA National Planning Authority

NTCs National Teachers Colleges

NTNT National Trade Negotiation Team

ovC Orphans and Vulnerable Children

PERF Performance

PFMA Public Finance Management Act

PHC Primary Health Care

PIP Public Investment Plans

PISD Project on Irrigation Scheme Development
PLE Primary Leaving Examinations

PMTCT Prevention of Mother to Child Transmission
PPP Public Private Partnerships

PRDP Peace Recovery Development Programme
PSM Public Sector Management

PTC Primary Teachers Colleges

PWDs People With Disabilities

Q Quarter

R&D Research and Development
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REA Rural Electrification Agency

REE Rare Earth Elements

SACCOs Savings and Credit Cooperative Society

SBA Skilled Birth Attendants

SBFP Sector Budget Framework Paper

SCORE Sustainable Comprehensive Responses

SDP Sector Development Plans

SDS Social Development Sector

SEMMA Strengthening Effective Mobilization, Management and Accounting for the Use of Public
Resources

SGR Standard Gauge Rail

SIP Sector Investment Plan

SNE Special Needs Education

B Tuberculosis

TDMS Teacher Development and Management System

TMEA Trade Mark East Africa

uDB Uganda Development Banks

uDC Uganda Development Cooperation

UETCL Uganda Electricity Transmission Company limited

UHRC Uganda Human Rights Commission

UNEB Uganda National Examinations Board

UNHRO Uganda National Health Research Organization

UNMA Uganda National Meteorological Authority

UNMHCP Uganda National Minimum Health Care Package

UPDF Uganda Peoples Defense Forces

UPE Universal Primary Education

UPOLET Universal Post O level Education and Training

UPPET Uganda Post Primary Education and Training

URA Uganda Revenue Authority

URSB Uganda Registrar Services Bureau

usD United States Dollars

USE Universal Secondary Education

USMID Uganda Support to Municipal Development Project

UWEP Uganda Women Entrepreneurship Programme

VF Vote Function

WFAP Water for Agriculture Production

WTO World Trade Organization

YLP Youth Livelihood Programme




EXECUTIVE SUMMARY

Background

The issuance of the Certificate of Compliance (CoC) is a requirement as provided for by
the Public Finance and Management Act (PFMA) 2015, Section 13 (7).The CoC is aimed at
entrenching the implementation of National Development Plans (NDPs) through the National
Budget. This requirement guarantees that planning and budgeting frameworks are aligned to
achieving Vision 2040 through the NDPs. In particular, the Section 13 (6) requires that the
Budget Framework Paper (BFP) and Annual Budget (AB) should be aligned to the NDPs.

The law requires that the Annual Budget (AB) shall be consistent with the NDP, the
Charter for Fiscal Responsibility (CFR) and the National Budget Framework Paper (BFP).
Nevertheless, since the Charter of Fiscal responsibility (CFR) is not yet in place, the FY2015/16
assessment of compliance is restricted to AB, BFP and NDP. As per the legal requirement,
compliance is assessed on basis of consistence of the AB with the NDP and NBFP.

Methodology

To prepare the certificate of compliance, NPA developed a standardized approach that
was used to measure compliance of the FY2015/16 AB. As per the legal requirement,
compliance is assessed on basis of consistence of the AB with the NDP and NBFP. The
assessment framework uses NDPIl as a benchmark against which budgeting instruments and
outcomes should be consistent. The framework covers four broad levels: the Macroeconomic
Level Assessment; NDP National Level Assessment; Sector Level Assessment, and; MDA/Votes
Level Assessment. The detailed framework at each of these levels is specified in section 2.1.

In preparing this certificate of compliance, a detailed assessment criterion was
developed to guide the scoring at the various levels of compliance assessment. The
criteria used follows techniques which when repeated for quality assurance purposes will lead
to the same results. Despite the minimal variations in approach used at the various levels, the
criteria used allows comparison of scores attained and thus can support arrival at an
aggregate score for all the four levels of assessment. The detailed criteria at all the levels of
assessment are specified in section 2.2.

Key Findings

The FY2015/16 Annual Budget (AB) was 68.3 percent compliant. This overall assessment
is an average performance at the three broad levels. At the Macro level, the AB was 72.3
percent compliant. At the National Strategic level Assessment the AB was 75.4 percent
complaint and at Sector and MDA level it was 57.7 percent complaint (Table 2). The detailed
findings at all the levels of assessment are presented in section 2.
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Therefore, the AB is largely consistent with the NDPII in terms of macroeconomic and
national strategic level priorities, Nevertheless, substantial gaps remain especially at
the sector and MDA levels.

At macroeconomic level

i) While the AB GDP growth and per capita targets are consistent with the NDPII,
this target is unlikely to be attained in FY2015/16. This will constrain the realization
of the NDPII target of middle income status.

i) Although the AB was consistent with the NDPIl Domestic resource targets, more
effort is required to improve non-traditional revenue mobilization. While the
FY2015/16 AB targeted policy and administrative measures to raise more revenues, it
does not provide for non-traditional revenue mobilization, like PPP financing of core
projects. This is critical for financing NDPII priorities.

iii) The AB Gross International Reserves target was lower than the NDPII target.
Although the AB projection of the international reserves for the medium term plans a
gradual improvement to about 4.5 months of imports, this is still lower than the NDPII
target of 5.4 months of imports. At end of December 2015, the reserves stood at 3.9
months of imports.

At National Strategic Level

iv) Although the AB provides support for employment creation, it is still below the
NDPII desired targets. Key areas that require attention are: IC creation,
entrepreneurship, creativity and innovation and access to financial services. The
AB does not allocate resources for areas of innovation for creative industries yet this is
a priority in the NDPII.

v) The AB specifies objectives for enhancing human capital development, however,
key NDPII priorities remain unfunded. These include reviewing the ECD Policy, re-
designing the curriculum and programmes for scaling up critical nutrition outcomes
and immunization among others.

vi) Out of 39 NDPII core projects, several remain unbudgeted for. These include:
Markets & Agriculture Trade Improvement Project (MATIP II), Phosphate industry in
Tororo, Masaka-Mbarara Transmission Line; National Grid Extensions, Kampala-Mpigi
Expressway, Mass Treatment of Malaria for Prevention, Comprehensive Skills
Development, Strengthening Effective Mobilization, Management and Accounting for
the Use of Public Resources (SEMMA), Entebbe Airport Rehabilitation and the Uganda
Women Entrepreneurship Programme (UWEP), Storage Infrastructure, Industrial
substations; Kabale-Mirama Transmission Line; Kampala Southern by-pass(18km),

—5’



At the

vii)

Kampala-Bombo Express highway(35km), and Rwekunye-Apac-Lira-Kitgum-Musingo
Road.

sector and MDA level

Of the 17 sectors analysed, only 8 have Sector Development Plans of which only
3 are aligned to the NDPII in terms of their focus and timeframe. Additionally,
most MDAs do not have strategic plans. The general lack of strategic plans and non-
alignment of budget instruments to the Sector Development Plans and NDPII
contributed to low compliance levels at sectors. Nonetheless, for those sectors that
had approved and aligned strategic plans, the levels of compliance were generally
higher.

viii) Several MDAs that collect Non Tax Revenue and spend at source, plan and

budget without adequate scrutiny and alignment to NDPIlI which complicates
compliance assessment of these MDAs. These include: CAA, UCC, UEGC, UEDC,
Posta Uganda among others. Volume Il of the annual budget estimates, which details
revenue and expenditure of these MDAs lists only expenditure items by department as
opposed to aligning to output areas. Further scrutiny of these institutions’ planning
and budgeting revealed that they neither prepared detailed MPS nor are they well
integrated in ministry/sector policy statements. This makes assessment of their
activities in light of achieving NDPIl objectives and interventions difficult. It is
therefore recommended that these MDAs prepare their revenue and expenditure
estimates in line with the format provided in volume | of the annual budget estimates.
This way, their detailed expenditure, outputs and outcomes will be clearly spelt out for
ease assessment.

Budgeting and planning instruments are not aligned which makes alignment of
sector budget priorities to the NDP a challenge. Also the structure of the sector
budget and other respective instruments like BFPs make it challenging to assess the
implementation of the NDP. In the same way, the OBT has no clear mapping between
the NDPII sector objectives, interventions, budget outputs and specific resource
allocations.

Recommendations

i)

It is important that the budget takes into comprehensive consideration the key
NDPII priorities and targets. Notably among others, with the current low levels of
growth, the Budget should take into consideration a higher growth target for the
next financial years to compensate for the low growth out-turn projected in 2015/16
so as to remain on course with the NDPII per capita income targets.
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i) All sectors and MDAs ought to develop their Development Plans that are
aligned to the NDPII in terms of content and timeframe. Therefore, all Sector and
MDAs annual work plans and Budgets must be informed by their respective Plans.

x) The AB should prioritize interventions aimed at employment creation. Key areas
that require attention are: industrialization, value addition in key priority areas, skills
development (centres of excellence), entrepreneurship, creativity and innovation and
access to financial services.

iii) Prioritize and expedite the implementation of NDPII core projects.

iv) There is need to review the regulations for MDAs that collect Non Tax Revenue
and spend at source, with a view to enhance alignment of their activities and
budgets towards achievement of NDP and Vision 2040 objectives and goals.

V) There is need to review the Budget instruments particularly the OBT to ensure a
more comprehensive alignment of the Budget to the NDP. Also a detailed macro
economic framework reflecting macroeconomic targets should be attached to the
budget documents against which assessment will be done.




SECTION ONE: INTRODUCTION

1.1 Background

The issuance of the Certificate of Compliance (CoC) is a requirement as provided for by
the Public Finance and Management Act (PFMA) 2015, Section 13 (7).The CoC is aimed at
entrenching the implementation of National Development Plans (NDPs) through the National
Budget. This requirement guarantees that planning and budgeting frameworks are aligned to
achieving Vision 2040through the NDPs. In particular, the Section 13 (6) requires that the
Budget Framework Paper (BFP) and Annual Budget (AB) should be aligned to the NDPs.

1.2 The Public Finance and Management Act, 2015

Section 13(6) of the PFMA requires that the AB shall be consistent with the NDP, the
Charter for Fiscal Responsibility (CFR) and the Budget Framework Paper (BFP).To
implement Section 13 (6) of PFMA, Section 13(7) requires a CoC for the ABof the previous
financial year to accompany the AB for next financial year issued by the NPA.

In light of the PFMA requirement, the assessment of compliance of the AB is in line with
section 13(6) and 13(7) of the PFMA, 2015. Nevertheless, since the Charter of Fiscal
responsibility (CFR) is not yet in place, the FY2015/16 assessment of compliance is restricted
to AB, BFP and NDP. As per the legal requirement, compliance is assessed on basis of
consistence of the AB with the NDP and NBFP.

In essence the PFMA requirement for a CoC strengthens planning and budgeting
processes by ensuring complete consistency and alignment with the national planning
framework—right from setting of the strategic vision and focus, to budgeting for the NDP,
and implementing as planned. Therefore, the PFMA, 2015, seeks to align the budgeting
process to the planning process and to ensure that the budgets’ main goal is to facilitate and
support implementation of national strategic plans.

1.3 The Planning and Budgeting Processes

1.3.1 The Planning Process

The comprehensive National Development Planning Framework (CNDPF) defines the
planning process in Uganda. In 2007, the Government of Uganda (GoU) approved the
CNDPF, providing for the development of a 30 year Vision to be implemented through: Three
(3) 10 year plans; six (6) 5 year NDPs; Sector Development Plans (SDPs); Local Government
Development Plans (LGDPs); Annual Work Plans (AWPs) and budgets.

Consequently, Cabinet approved the National Vision Statement of “A transformed
Ugandan society from a peasant to a modern and prosperous country within 30 years”.
To operationalize this statement Government formulated the Uganda Vision 2040 that
provides the overall strategies and priorities for transforming Uganda into a competitive
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upper middle income country within 30 years. To this end, two 5-year NDPs have since been
developed to operationalize the Vision 2040.

Following the weak implementation of the NDPI (2010/11-2014/15), the CoC was included in
the PFMA, 2015 to enhance alignment of the budgeting process and implementation of the
NDPs.

1.3.2 The Budgeting Process

The budget process is a cycle that runs through the entire financial year (table 1). This
process is participatory. It begins with the review and update of the Medium Term
Expenditure Framework (MTEF), and a country Portfolio Performance Review between July
and August each year. This is followed by the first Budget consultative workshop that takes
place between October and November. After this, all Sector Working Groups and Local
governments begin preparation of BFPs and Ministerial Consultations, which lead to the
preparation of the draft National BFP. Once Cabinet approves the draft National BFP, it is
presented to all stakeholders in a national budget workshop called the Public Expenditure
Review Meeting.

Each Accounting Officer then prepares and submits a Budget Framework Paper by 15th
November of the financial year proceeding the financial year to which the Budget
Framework Paper relates. The Final National BFP is then submitted to parliament by 31st
December. Parliament reviews and approves the BFP by the 1st of February, of each year. The
Ministers responsible for votes, ministries or the heads responsible for votes submit by the
15th of March to Parliament, the policy statements for the proceeding financial year.

According to the PFMA 2015, the Minister shall, on behalf of the President, present the
proposed annual budget of a financial year to Parliament, by the 1st of April of the
preceding financial year. This is then followed by the development of the Background to the
Budget and the detailed development of budget estimates by each Ministry and institution.
The Ministry of Finance then compiles these into the draft estimates of revenue and
expenditure with consultation with the Parliamentary Budget Committee and starts
preparation of the Budget Speech, which must be presented, to Parliament by the 15th day of
June of each year.

Parliament approves the annual budget by the 31st of May of each year considering
and approving the annual budget and work plan of Government for the next financial
year. The annual budget is effective from the 1st of July of each year and it shall be consistent
with the national development plan, the charter of fiscal responsibility and the budget
framework paper.

In light of this budget process, the PFMA, 2015, seeks to align the budget process to the
planning process and ensure that the budgets’ main goal are to facilitate and support
implementation of national strategic plans.

—9’



Table 1: The Budgeting process

No. | Key Process Timelines

1. Review and update of the Medium Term Expenditure | July - August
Framework (MTEF), and a country Portfolio Performance
Review

2. First Budget consultative workshop October - November

3. Sector Working Groups and Local governments begin | November
preparation of BFPs and Ministerial Consultations

4, Presentation of draft National BFP to Cabinet November

5. Public Expenditure Review Meeting November

6. MDAs submit BFPs 15"November

7. Submission of Final National BFP 31*'December

8. Parliament reviews and approves the BFP 1%'February

9. MDAs submit Policy Statements 15"March

10. | Presentation of the Annual Budget and Certificate of | 15t April
Compliance to Parliament

11. | Approval of the annual budget by Parliament 31'May

12. | Presentation of the Budget Speech to Parliament 15" June

13. | Implementation Effective 15 July

1.4 Use of the CoC in Budget and Plan Implementation Oversight

The National Planning Authority’s CoC to the Budget and the attendant detailed report are
required to be submitted to the Parliament of Uganda to support execution of oversight
functions, particularly regarding budget appropriation. The CoC report provides insight into
the extent of alignment of the budget framework papers (BFPs) and budgets to the NDPs,
instruments through whose implementation the National Vision 2040 is to be realized.

The CoC is also intended to inform Cabinet decision making and the review of
implementation of budgets and Plans during Cabinet retreats and policy formulation
meetings.

Other oversight users of the CoC include the Office of the Auditor General and Non-State
Actors, which may use the findings and recommendations to inform their oversight activities.
The NPA, sectors and MDAs will use the CoC recommendations to improve performance
towards achievement of the NDP and Vision 2040 targets and goals. Overall, the CoC scores
may serve as a key guide for corrective performance measures and reprimand for recurring
planning and budgeting weaknesses.
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SECTION TWO: METHODOLOGY FOR ASSESSMENT OF ANNUAL BUDGET
COMPLIANCE

This section presents the approach used to assess compliance. The approach assesses the
consistency of the AB, and the NBFP with the NDP.

2.1 The Assessment Framework

NPA has developed an assessment framework to guide and standardize assessment of
the consistency and compliance between the AB with the NDP, CFR and the NBFP; in line
with sections 13(6) and 13 (7) of the PFMA. The framework is comprehensive in that it
captures all aspects of the law. While it caters for the CFR, as and of when the new
government presents it, the FY2015/16 assessment is only for AB, NDP and BFP. In assessing
the annual budget, comprehensive attention has also been given to sections 5, 9 and 13 of
the PFMA, 2015.

The assessment framework uses NDPIl as a benchmark against which budgeting
processes and outcomes should be consistent and compliant. To comprehensively assess
the consistency and compliance of comprehensive planning processes, that is, the AB with
the NDP and the NBFP, the framework is sub-divided into four NDP broad levels:

i.  Macroeconomic Level Assessment;
ii. NDP National Level Assessment;
iii.  Sector Level Assessment, and;
iv.  MDA/Votes Level Assessment.

2.1.1 The Macroeconomic level assessment

This level of assessment uses NDPIl macroeconomic framework as a benchmark, that is:
NDPII macroeconomic strategy, objectives, and assumptions. It assesses whether the AB,
CFR targets, and NBFP macroeconomic frameworks are consistent with the NDPII
macroeconomic framework. This macroeconomic assessment is sub-divided into four
macroeconomic sectors: Real, Fiscal, External, and Monetary sectors. These sectors are further
defined into NDPII objectives and macroeconomic variables, against which a check list
derived from NDPII is developed. This checklist forms the basis for assessment of consistency
and compliance. The overriding question in this assessment is whether the planning
processes and documents are aligned to the agreed NDPII macroeconomic focus. The
detailed framework is attached in Annex 1 of this report.
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2.1.2 The NDP National Level Assessment

This level of assessment uses NDPII national level strategic focus as a benchmark. Four
broad national level strategic areas are used, they are: Theme; Objectives; Development
strategy, and; Core projects. As per NDPII, these four broad strategic areas are defined further
into sub-topics. Each of the sub-topics is defined further to form a checklist derived from
NDPII. This checklist forms the basis for assessment of consistency and compliance. At this
level of assessment, we examine whether the AB and NBFP are geared toward the national
strategic focus specified in the NDPIl. Annex2 presents the detailed National Level
Assessment Framework.

2.1.3 Sector Level Assessment

This level of assessment uses the NDPII Sector level focus as a benchmark. This sector
level assessment starts with assessing the extent to which the CNDPF is adhered to at sector
level. As such, it assesses the existence of sector plans and gauges whether these sector plans
are consistent with NDPII. Further at this level of assessment, two broad sector specific areas
are assessed: NDPII sector specific objectives and interventions, and; Sector specific projects
(excluding national core projects). A checklist derived from NDPII interventions and sector
Public Investment Plans (PIP) is developed. This checklist forms the basis for assessment of
consistency and compliance at this level. At this level of assessment, we then examine
whether the AB and NBFP are consistent and compliant to NDPIl sector objectives,
interventions, programmes and projects. Further, the release performance was also
examined. A detailed Sector assessment framework is attached in Annex4 of this report

2.1.4 MDA level assessment

This level assesses whether MDAs (Votes) are focused to deliver NDPII Sector objectives
and interventions. This MDA level assessment also starts by assessing the extent to which
the CNDPF is adhered to at MDA (Votes) level. As such, it assesses the existence of MDA plans
and gauges whether these MDA plans are consistent with NDPII. Further at this level of
assessment, two broad sector specific areas are assessed: NDPII sector specific objectives and
interventions, and; Sector specific projects (excluding national core projects). A checklist
derived from NDPII interventions and sector Public Investment Plans (PIP) is developed. This
checklist forms the basis for assessment of consistency and compliance at this level. At this
level of assessment, we then examine whether at MDA (Votes) level, the AB and NBFP are
consistent and compliant to NDPII sector objectives, interventions, and PIP projects. Further,
the release performance was also examined. A detailed MDA assessment framework is
attached in Annex4 of this report.
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2.2 Criteria for assessing annual budget compliance

In developing this certificate of compliance, a detailed assessment criterion was
developed to guide the scores attained at the various levels of compliance assessment.
The criteria used follows techniques which when repeated for quality assurance purposes will
lead to the same results. Despite the minimal variations in approach used at the various
levels, the criteria used allows comparison of scores attained and thus can support arrival at
an aggregate score for all the four levels of assessment.

2.2.1 Macroeconomic level assessment criteria

At the Macroeconomic level, Compliance was premised on the ability of the
macroeconomic indicators: objectives, strategies, and targets, to remain within70
percent compliance to the NDPII. The achievement of 70percent compliance is assumed to
lead to the attainment of overall goals and targets of NDPIl and Vision 2040.

The decision criteria is thus decided on a six (6) point scale ranging from 0 to 5, in the
following manner: (i) 0: points awarded if the deviation is 30 percent and above; (ii) 1 point is
awarded if the deviation is between 24 and 29 percent; (iii) 2 points are awarded if the
deviation is 18 and 23 percent; (iv) 3 points are awarded if the deviation is 12 and 17 percent;
(v) 4 points are awarded if the deviation is 6 to 11 percent; and (vi) 5 points(for full
compliance) are awarded if the deviation is 0 to 5 percent.

Further, it is noted that the BFP informs the AB, and the AB is the final operational tool
in implementing the NDP. Accordingly, the performance of the two in effecting the
provisions of the national development plan is weighted as 40 percent contribution by the
NBFP and 60 percent by the AB. As such, the ranking of compliance along each of the
indicators in the NBFP and the AB is weighted 0.4 and 0.6 respectively. The overall
performance of compliance is thus the weighted sum of the performances on the indicators
as a percentage of the total attainable level of performance across all the indicators assessed.
In assessing the actual performance on specific indicators, a weight of 90 percent and 10
percent has been used for alignment and performance respectively.

The following assessment Formula for the Overall Macro level Compliance was thus
used:

(Z Z (Wg * IndScorey, . +w ., * IndScore ;) ZIndScorePERF,/

= =
i~ BF,AB ¥100% * Wy gy +1 - *100% ¢ * W o
n*r m*r

macro

Where:
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Cinacro is the overall joint compliance mark at macroeconomic level of the budget framework,
the annual budget and actual performance (outturn) with the NDPII;

IndScoreg; is the compliance score of the NBFP for a particular indicator, i ;

IndScoregs; is the compliance score of the AB for a particular indicator, i ;

IndScoreessr, j is indicator j's compliance score for outturn or actual performance (PERF).

Wag is the weight attached to contribution of the Annual Budget to overall compliance
with the NDP (i.e., wag = 0.6)

War is the weight attached to contribution of the National Budget Framework Paper to
overall compliance with the NDP (i.e., wgr = 0.4; Wag + Wge= 1)

Waruas, is the weight attached to the joint compliance score for both BF and AB in for all
indicators (i.e., Wgruag= 0.9)

Wgre is the weight attached to the contribution of performance outturns for all indicators in

relation to the joint contribution of BF and AB in overall compliance (i.e., Weere= 0.1;
Weruas+Weere=1)

BF, AB are notations for National Budget Framework Paper and the Annual Budget
respectively

ij is the i-thor j-indicator out of the total number of indicators assessed.

r is the highest number of points attainable in the assessment of each indicator (i.e.,
r=5).

n, m is the total number of indicators assessed for compliance (i.e, n=24 (consistency),
m=23(performance)).

z is a summation notation, indicating that there is addition across indicators (n or m) or

across the documents assessed (BF and AB) and performance.

2.2.2 National Strategic level assessment criteria

At National level, except for minor simplifications, a criterion similar to Macro level is
used to produce comparable results. First, a detailed checklist was developed based on the
NDPII upon which the BFP and AB were assessed. At each level of the checklist, a score was
awarded depending on the level of alignment of the BFP and the AB. At all the levels of the
checklist, a 100 percent score was awarded if all the elements of the NDPII checklist were
satisfactorily addressed by the BFP. If the AB allocates funds to all elements of the NDPII
checklist items and planned outputs in the NBFP, then a score of 100 percent was awarded, if
allocation was made to some elements of the NDPII checklist item and in NBFP planned
output, then a score of 50 percent is awarded, and score 0 percent is awarded if no allocation
is made at all.

Just like at the Macroeconomic level assessment, the level of compliance of the Budget
as measured by the NBFP and the AB with each of the four NDPIl assessment areas was
weighted at a 40 percent and 60percent weights respectively. The formula for arriving at
this compliance rate is expressed below:
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PERFi

> NBFPS, S ABS, o PERE,

C v =| 3| =22———— [* WNBFP + | =222 —— % wAB %100 * wNBFPUAB | +| | ——————— |*100* wPERF
n n n

Where
*  Clruiony = Compliance of the Budget at the National Strategic Level

e NBFPS; is the Score of the NBFP to the NDPII checklist that ranges between 0 percent for non-
compliance, 50 percent for partial compliance and 100 percent for full compliance.

e ABSi the Score of the AB to the NDPII checklist that ranges between 0 percent for non-compliance,
50 percent for partial compliance and 100 percent for full compliance.

o WNBIP jsthe weight attached to the NBFP score which is 40 percent of the overall compliance

o WABjsthe weight attached to the AB score which is 60 percent of the overall compliance.

o WNBFPUAB i the weight attached to the joint compliance score for both NBFP and AB for all
indicators (i.e, WNBFPUAB - o g)

o  wPERF is the weight attached to the contribution of performance outturns for all indicators in
relation to the joint contribution of NBFP and AB in overall compliance (In this case, WPERF — 0.1)

2.2.3 Sector and MDA level assessment criteria

The National Level assessment framework was extended to undertake assessment at
the sector level. The assessment at sector level was carried out at majorly three (3) levels: the
existence and alignment of relevant planning frameworks; consistency of the BFP and AB with
the NDP; and consistency of AB and release Performance.

To assess the existence and alignment of relevant Planning framework (CNDPF-
SDPs/Issues Papers and Annual Work Plans), a detailed scoring criterion ranging from 0-
5 is used. The sector scores 0 and no more assessment is done if it has none of the planning
frameworks listed; the sector scores 1/5 (20 percent) if it either has NDPIl issues papers
Ministerial Policy Statement or AWPs; 2/5 (40 percent) is awarded for sectors that have draft
but not aligned SDPs; 3/5 (60 percent) is awarded to sectors that have an approved but not
aligned SDP; 4/5 (80 percent) is awarded to sectors that have Draft and aligned SDPs; and 5/5
(100 percent) is awarded to sectors that have approved and aligned SDPs. For all those
sectors scoring 2 and above, the sector score is attached to each intervention checklist to
determine the specific level of compliance which explains the variations in individual sector
scores.

To assess the consistency of the BFP and AB to the NDPII, the National Strategic Level
scoring criteria is used. At all the levels of the NDPII checklist, 100 percent score was
awarded if all the elements of the NDPII checklist were satisfactorily addressed by the BFP. If
only some elements of the NDPII checklist were considered, then a 50 percent score was
awarded and where no element of the NDPII checklist was addressed at all, the score of O
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percent is awarded. If the Annual Budget allocates funds to the NDPII checklist item and
planned outputs in the NBFP, then a score of 100 percent was awarded, if allocation was
made to some elements of the NDPII checklist item and in NBFP planned output, then a score
of 50 percent is awarded, and score 0 percent is awarded if no allocation is made at all. The
total sector score is then the sum of all the scores divided by the total number of
interventions. Also note that to obtain a composite sector score, 40 percent (BFP) and 60
percent (AB) weighting criterion is used.

To arrive at the overall sector level compliance, a weight of 70 percent is assigned for
BFP and AB consistency, 20 percent for existence and alignment of Planning
Frameworks and 10 percent for Release performance were used.
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SECTION THREE: RESULTS OF THE ASSESSMENT FOR CONSISTENCY OF THE
ANNUAL BUDGET TO NDPII

3.1Summary Findings

In light of the assessment framework discussed in the preceding section, this section
presents the findings from the assessment of the consistency of the annual budget with
the NBFP and the NDPII. The findings are presented at three (3) levels: Macro, National,
Sectoral and MDA (Votes) levels.

Overall, the FY2015/16 Annual Budget (AB) was 68.6percent compliant in line with
Section 13(6) of the PFMA, 2015. This overall assessment is an average performance at the
three broad levels. At the Macroeconomic level, the AB was 72 percent compliant. At the
National Strategic level Assessment the AB was 75.4 percent complaint and at Sector and
MDA level it was 58.9 percent complaint (Table 2).
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3.2CONSISTENCY OF THE ANNUAL BUDGET WITH THE NBFP AND NDPII
MACROECONOMIC FRAMEWORK

The assessment at the macroeconomic level was undertaken at four (4) sector levels: the
Real; Fiscal; Monetary, and; External Sectors. At all these levels, scores were awarded in
line with section 2.2.1 of the assessment criteria.

3.2.1 Summary of Assessment NBFP

Overall, at macroeconomic level in FY2015/16 the AB was 72 percent compliant with the
NDPIL. This compliance was arrived at from a weighted score in which the NBFP contributed
40 percent from the score of 71percent and the AB contributed 60 percent from the
individual score of 75 percent. The performance of NBFP and AB together (73 percent) is
further weighted at 0.9 while the performance on outturns (55 percent) is weighted at 0.1 to
generate the overall level of compliance. Below is a detailed assessment.

3.2.2 Assessment Results by Macroeconomic sector

3.2.2.1Real Sector

At real sector three macroeconomic areas were assessed: Gross Domestic Product (GDP)
and growth projections; GDP per capita (Nominal USD); and; Inflation Targets.

In FY2015/16,the AB GDP growth targets were 96 percent compliant with the NDPII
targets. For FY2015/16, NDPII targeted a GDP growth rate of 5.8 percent; this is the same
target in NBFP (see section 1.1.3) and the AB (see Background to the Budget (BTTB)). As such,
the AB and NBFP were 100 percent compliant at target level. Nevertheless, FY2015/16
preliminary outturn projection of 5.0 percent growth is expected, which will be lower than
NDPII target. This lower GDP growth will make realization of NDPII GDP per capita target (USD
835) difficult. Indeed, in FY2015/16 GDP per capita is projected at USD 656. As such, the AB is
60 percent compliant at GDP projected outturn.

There was 88 percent compliance for inflation targets for NBFP, AB with NDPII. While
NDPIl inflation target is below 5 percent, the NBFP headline inflation target is 5.5 percent (see
section 1.1.3), similar to the BTTB (section 7.2). As such, a compliance score of 4.4 out of 5
points was attained. Nevertheless, projected AB outturn inflation is non-compliant with the
NDPII target. In January 2016, core and headline inflation were 7.1 and 7.6 percent
respectively, which is above the NDPII inflation target of below 5 percent. Nonetheless, the
Central Bank remains committed to it medium term goal of keeping inflation to below 5
percent, therefore, monetary policy has been responsive to inflationary pressures as the CBR
at 17 percent has been restrictive.
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3.2.2.2Fiscal Sector

The assessment focused on the following fiscal sector areas: fiscal policy objectives; revenue;
expenditure; fiscal balance; financing; and the public debt.

In FY2015/16, the AB Fiscal Objectives were 96 percent compliant with NDPII objectives;
however, weak absorption is affecting implementation. Both the NBFP and the AB fully
comply with the NDPII goal of front loading infrastructure expenditure. The NDPII provides for
a strategy of frontloading of infrastructure spending with appropriate phasing given the
resource constraints and absorptive capacity. In the NBFP total government expenditure and
net lending was projected to rise by about 19 percent in nominal terms to UGX 17,766 billion
during FY2015/16, and spending on infrastructure projects was scaled up (section 1.3
page14). The AB also focuses on scaling up of infrastructure investment and incorporating a
number of new infrastructure projects considering phasing and absorptive capacity (BS Para
42 and BTTB Section 7.1). Further, the NBFP estimates development related spending to rise
by 29 percent during FY2015/16. Over FY2015/16 spending was planned to continue to
increase strongly for the following two years (Section 1.3, page14). However, the NBFP
provides information for only three of the five years of the NDPII. The AB on the other hand
provides that growth in expenditure was projected to decline over the medium term as
spending on infrastructure projects is scaled down in FY2017/18. Nevertheless, despite
scaling up of infrastructure allocations in the AB and NBFP, weak performance (at 20.3
percent) and implementation at half year FY2015/16 could lead to weak outcomes. This could
undermine compliance as resources allocated are not released and as such limiting the NBFP
and AB fiscal objectives.

The AB was94.5 percent compliant to NDPIl Domestic resource targets; however, more
effort is required to improve non-traditional revenue mobilization. The NDPII set out to
annually increase domestic resources by 0.5 percent of GDP, the NBFP and AB have the same
target. However, NDPII also puts emphasis on harnessing new sources of financing beyond
the traditional sources. The NBFP indicated that it would make use of combination of both
policy and administrative measures to raise more revenues, and PPP arrangements. While the
FY2015/16AB targeted policy and administrative measures to raise more revenues, it does not
provide for PPP financing of core projects. Accordingly for domestic resource and improving
non-traditional revenue mobilization, the NBFP and AB scored 5 and 4.5 respectively, and a
weighted average of 4.7 points out of 5. Preliminary indications are that compliance will be
maintained at domestic revenue outturn as targets will be achieved in FY2015/16—firsthalf
performance at 49.3 percent of the budget estimate is largely on target.

In FY2015/16, the AB human capital development targets were 98 percent compliant
with the NDPII; nevertheless low half execution could reduce compliance. For the period
2015/16-2019/20, NDPII set out to increase spending on Human Capital development. In
FY2015/16, NBFP planned on average to increase spending by 8.7 percent per annum on
Human Capital development (Pg. 663, Annex 1) for 2015/16-2019/20. The AB on the other

‘
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hand planned to enhance service delivery in education, health and water sectors (budget
speech part 104). As such spending on human capital in AB was planned to increase by 22
percent in FY2015/16. Nevertheless, the first half outturn performance at 46.3 percent calls for
more execution in the second half of the AB if compliance at implementation is to be
achieved.

Overall compliance of the AB to NDPII Sector Expenditure Allocations was mixed. While
the NBFP was moderately compliant at 60 percent, compliance of the AB was better at 100
percent. On average the NBFP sectoral allocations deviated by 12 percent from the NDPII
sectoral allocations. On the other hand, the AB sectoral allocations were the same as the NDPII
allocations in FY2015/16. As such, the NBFP and AB scored3 (60 percent) and 5 (100 percent)
points out of 5, respectively. At 80 percent compliance at outturn/implementation level,
sector allocations deviated from the approved AB in FY2015/16. The Energy sector (at 16
percent budget outturn performance), Public Administration (142 percent), Public Sector
Management (128 percent), and Defence and Security (128 percent) account for most of the
non-compliance at AB outturn level.

The AB Revenue targets are 100 percent compliant with NDPII targets. The NDPII
targeted revenue to GDP ratio of 13.5 percent (excluding grants) in FY2015/16. This is similar
to the NBFP target of 13.2 percent (Section 1.3) and the AB target of 13.6 percent (Annex 2
BS)in FY2015/16. Preliminary indications are that the outturn of revenue is likely to
outperform the NDPII target. Over the first half of FY 2015/16, revenue collected was UGXS5,
591.9 billion. Assuming the average outturn for the first six months over the past five years of
46.1 percent, the projected annual revenue collections will be UGX12, 124 billion which is 14.3
percent of GDP which is in line with increased domestic resources.

The AB External Grants targets were 58 percent compliant with NDPII targets. NDPII
targeted external grants of 1 percent of GDP. This target differs from the NBFP target of 1.2
percent of GDP (section 1.3, Table 3) and the AB target of 1.6 percent. As such, NBFP and AB
were 64 percent (3.2 points out of 5) compliant. External Grants target outturns were not
compliant with a projected outturn of 1.4 percent of GDP at the end of FY 2015/16.

Overall the AB was 64 percent compliant with NDPII overall average spending targets.
NDPII on average targeted overall spending of 22 percent of GDP during the NDP period,
peaking at 23 percent in FY2016/17, and consolidation expected thereafter until the end of
the Plan period. In FY2015/16, NBFP targets overall spending of 21.2 percent of GDP (see
section 1.3, Pg. 14). The AB on the other hand targeted overall spending of 22 percent of GDP
in FY2015/16, which is compliant with NDP. However the peak at 22.4 percent of GDP is in
FY2017/18 instead of FY2016/17 (see Annex 2 of the Budget speech). The delay in increasing
spending has a likelihood of failure to comply with the EAC Macroeconomic convergence
criteria. Further, there is insufficient information in the budget on how consolidation is taken
into account after FY2017/18 as a requirement for the EAC convergence criteria. With the
above considerations, the ratings for the NBFP and AB are 2 (40 percent) and 4 (80
percent)respectively, giving a weighted average of 3.2 (64 percent) points out of 5 points.
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Nevertheless, preliminary outturn performance indicates that overall spending will be
compliant with the NDPII.

The AB Recurrent expenditure target was 88 percent compliant with NDPII target. In FY
2015/16, NDPII targeted recurrent expenditure of 9.9 percent of GDP, this is slightly lower
than the NBFP target of 10.2 percent of GDP (Table 2). This is also lower than the AB target of
10.4 percent of GDP (see Budget Speech Annex 2). As such, the weighted score is 4.4 (88
percent) out of 5 points. Nevertheless, the compliance score at half year recurrent
expenditure outturn (11.0percent of GDP) is3 points (60 percent).

The AB Investment spending target is 16 percent complaint with NDPII target. In
FY2015/16, NDPII targets investment spending of 6.6 percent of GDP. This is lower than the
NBFP target of8 percent of GDP (Table 2) in the corresponding period. And also lower than
the AB target of 8.6 percent of GDP (BS Annex 2). As such, this was above the compliance
target. Therefore, the weighted compliance score is 0.8 (16 percent) out of 5. Note that, while
investment is good in unlocking the economic potential, investment provisions over and
above sustainable levels could destabilise the economy. In FY2015/16, preliminary AB
Investment spending outturn (projected at 6.7 percent of GDP) are 100 percent (score of 50f 5
points) compliant.

The AB overall fiscal balance target was in 100 percent compliant with the NDPII
targets. In FY2015/16 NDPII targeted an overall fiscal deficit of 7 percent of GDP (including
grants) and 8.6 percent (excluding grants). The NBFP target was 6.8 percent of GDP (including
grants) in the corresponding period (Section 1.3, Pg14), while the AB target was 7 percent
(see: Para 38 of the budget Speech). As such, the AB and NBFP are fully compliant to NDPII.
Nevertheless, the projected outturn was noncompliant,. The FY2015/16 projected overall
fiscal deficit outturn is 5.3percent (including grants) and 6.4(excluding grants), which lower
than budgeted target.

In FY 2015/16, the AB Primary balance target was54 percent compliant with the NDPII
target. In FY 2015/16 the NDPII targeted a primary deficit of 5 percent; this is the same as the
AB target of 5 percent. The NBFP however aimed at achieving a target of 2.9 percent of GDP.
The FY2015/16 primary deficit outturn is projected to be 3.3 percent of estimated nominal
GDP, thus indicating weak compliance. The overall, assessment of compliance of the primary
balance targets in the NBPF, AB as well as projected outturn against the NDPII targets points
to fair compliance.

The AB was 52 percent compliant to the NDPII Net Domestic Financing targets. In NDPII
target net domestic financing of 1.5 percent of GDP differed slightly from the NBFP target of
1.8 percent (Table 2, Pg. 12) and the AB target of 1.7 percent of GDP. Net domestic financing
FY2015/16 out-turn is projected to be 1.4 percent of GDP almost similar to NDPII target but
less than approved AB target. This gives a compliance score of 3 points out of 5 weighted
rating.
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The AB was68 percent compliant with the NDPII Public debt targets for FY2015/16. For
FY2015/16 NDPII targeted public debt of 34.6 percent of GDP. The NBFP projected Gross
Public debt to be 31 percent of GDP, while for the AB, the Gross public debt FY 2015/16
estimated from the data in the BS, BTTB, BoU/BoP is 30.1 percent of GDP, out of which 7.54
percent is domestic and 22.54 percent is external debt. The compliance level was therefore
weak at a score of 3.4 out of 5 points (68 percent). The performance outturn indicates that
performance against the public gross nominal debt was compliant with the NDPII target, with
the net public debt at 32.0 percent of GDP at the end of the financial year 2015/16.

3.2.2.3External Sector

The external sector assesses compliance using three indicators; gross international reserves;
current account balance; and the capital account balance.

The AB Gross International Reserves target was 63 percent compliant with the NDPII
target. The NDPII Gross International Reserves target for FY 2015/16 was at least 5.4 months
of next year's imports. In the NBFP, government aimed at maintaining foreign reserves of at
least five months import cover (Section 2.1.2, Pg. 21), while in the AB, the international
reserves projected for the medium term was a gradual improvement to about 4.5 months of
imports, a fairly small deviation from the NDPII target. Accordingly, the scores for NBFP and
AB are 3.4 out of 5 points (68 percent). At end of December 2015, the reserves stood at 3.9
months of imports leading to a very weak compliance of 1 (20 percent).

The AB Current account balance target was noncompliant with the NDPII target. The
NDPII targeted current account balance for FY 2015/16 at -10.4 percent of GDP. There is no
information on the targets of this indicator in the AB..

3.2.2.4Monetary sector

In this sector, focus was on the money supply and credit to non-government sector targets.

The AB money supply target was 32 percent compliant to the NDPII targets. In FY
2015/16, NDPII targeted money supply to grow by 15.9 percent. While the NBFP made
provision for Money supply growth of 17.5 percent in FY 2015/16, the AB made no provision
for this target. Accordingly, the weighted score for this indicator is 1.6 points out of 5 (32
percent). Money supply target outturns on the other hand scored 1 (20 percent) due to the
11.7 percent growth estimate as at the end of December 2015.

The AB credit to non-government (private) sector target was non-compliant to the
NDPII targets. While the NDPIl FY2015/16 target growth was 16.3 percent, there was no
information at all in the two documents on this indicator, and therefore registered a non-
compliance score of zero. On the other hand, annual growth of private sector credit as at the
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end of December 2015 was 15 percent showing a likelihood that the annual growth target of
2015/16 (16.3 percent) will be met. This growth has been highly affected by the high interest
rate on borrowing during the period.

3.2.2.5 Macro Level Recommendations

To strengthen compliance assessment at macroeconomic level below are
recommendations that are important.

i. To accelerate the attainment of the GDP per capita targets projected in the NDPII, the
Budget should take into consideration a higher growth target for the next financial
years to compensate for the low growth out-turn projected in 2015/16.

i. Investment spending proposals in the NBFP and the AB should be harmonized with
the NDPII in order to keep track of the planned outputs, taking into account policy
commitments in the medium term for instance EAC convergence criteria.

iii.  Given that the budget has implications on the level of economic activities, the budget
should present a projection of the growth in money supply in line with the NDPII.

iv.  Harmonization of fiscal and monetary policies should be strengthened by providing
implications of the budget on indicators of the monetary sector such as credit to the
private sector.

v. A detailed macroeconomic framework reflecting macroeconomic targets should be
attached to the budget documents against which assessment will be done, to
minimize computational differences, if any during assessment.
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3.3 NATIONAL STRATEGIC LEVEL ASSESSMENT: CONSISTENCY OF THE ANNUAL
BUDGET WITH THE NBFP AND NDPII

The compliance assessment at the national level was undertaken at four (4) NDPII strategic
levels: theme; objectives; development strategy and; core projects. Scores were awarded at all
the four levels in-line with section 2.2.2 of the assessment criteria.

3.3.1 Summary assessment and scores

Overall, the FY2015/16 AB was 75.4 percent compliant with the NDPII at the National
Level. This was arrived at from a weighted score in which the NBFP contributed 40 percent
from the individual score of 83.7 percent and the AB contributed 60 percent from the
individual score of 74.1 percent. In addition, the NBFP and the AB attracted a weight of 90
percent of the overall score and AB Release performance contributed 10 percent from the
individual score of 52.5 percent. The details are in the subsequent sections.

3.3.2 Presentation of key findings
3.3.2.1The NDPII Theme

The FY2015/16 AB was compliant at 83 percent with NDPII at Theme level. The NDPII
theme was assessed along four sub themes of: inclusive growth; competitiveness; sustainable
wealth creation; and employment.

Inclusive growth: Under this sub theme, the AB was 86 percent complaint with NDP II.
The NBFP was 94 percent complaint in the three areas of regional balanced development;
social development and sub national Development. The AB was 89 percent compliant, as
some areas though included in the NBFP were found to have limited budget allocation.
These include; implementation of appropriate social protection systems and measures which
are currently being implemented in few Districts; and improving planned urban development
which is currently limited by lack of national physical Development plan to which other
physical plans should be aligned. The Half year Release performance was 38 percent
compliant due to, among others, non-release of funds under LGs equalization grant towards
addressing inequality within and among different districts and non-release on the agriculture
extension wage under improving the functionality of LGs for effective service delivery.

Competitiveness: Under this sub theme, two major areas were assessed that is:
reduction of the cost of production and doing business; and access to wide and
integrated markets. The NBFP was 100 percent compliant to NDPIl and the AB was 80
percent complaint at this sub theme level. While allocations were made for Economic
Integration and Market Access (Bilateral, Regional and Multilateral), there was no evidence of
budget allocation to key areas as prioritized in the NBFP such as: establishment of 2 Border
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markets at Elegu and Katuna and Regional Trade engagements; launch the Negotiation of the
Continental Free Trade Area Agreement, and implementation of the WTO Trade Facilitation
Agreement; among others.

Sustainable wealth creation: For this sub theme, there were four areas of focus, namely;
sustainable food production systems and implementation of resilient agricultural practices,
institutional strengthening for agricultural development, adoption of clean environmental
sound technologies and industrial processes and sustainable management and efficient use
of natural resources. The NBFP was 95 percent complaint with the exception of the area of
sustainable use of environment and natural resources which was not entirely compliant. The
AB in these areas was 80 percent compliant to NDPII except for the following areas which had
limited to no budget allocation namely: implementation of the MAAIF structure at the centre
and in the local governments, filling of vacant posts at the centre and activating the newly
created Directorates and Departments, and further filling the vacant posts at districts. In
addition, no allocation and release was also made in the areas of greening along and around
public infrastructure and establishment as indicated in the NBFP in support of sustainable
management and efficient use of natural resources. Also in the area of improving agricultural
markets and value addition in the 12 prioritized commodities, the release was negligible
towards value addition to priority commodities. It is also not clear as to which commodities
are prioritized in the FY2015/16 AB.

Employment: In this sub theme, four areas were assessed, namely: Job creation,
entrepreneurship, creativity and innovation and access to financial services. At this level,
the NBFP was 67 percent complaint to NDPIl with one of the areas of creativity and
innovation being non-compliant at the NBFP which provides for creative industries as
unfunded output. Regarding annual budget allocation, the compliance was also at 67 percent
for the similar reason on no allocation in creativity and innovation area.

3.3.2.2 NDPII Objectives

The FY2015/16 AB was 79.7 percent compliant with NDPII at the objectives level. Four
NDPII objectives were assessed as follows:

On the objective of increasing sustainable production, productivity and value addition
in key growth opportunities, the BFP was 85.7 percent compliant with the plan while
the AB was 64.3 percent compliant. Limited alignment was observed in the field of
mechanization and Mineral beneficiation. The AB release was 61 percent compliant at the
time of assessment.

On the second objective of increasing the stock and quality of strategic infrastructure to
accelerate the country’s competitiveness, the NBFP and the AB were 100 percent
consistent with NDPIL. . The AB releases were 61 percent compliant. Specifically, no releases
had been made to LG Conditional grants for cottage industries in LRDP districts, 13.4 percent
releases had been made for Trade Information and Product Market Research and Economic
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Integration & Market Access. In addition, 72 percent releases were made to promote and
support investment in agro-processing of the prioritized agricultural products at the time of
assessment.

On the third objective of enhancing human capital development, the NBFP was 93.8
percent and the AB was 68.7 percent compliant with the NDPII. To this end, while the
NBFP provided for reviewing the ECD Policy, no allocations were made to this effect. In the
same line, some commitment for re-designing the curriculum in the budget speech was
made, but no allocations was provided for re-designing the curriculum. The AB releases
compliance was mixed. While 65.1 percent release compliance was achieved for programs
and projects intended to address issues of human capital development, only 20 percent
releases compliance was achieved for programmes for scaling up critical nutrition outcomes
and immunization.

The last objective of strengthening mechanisms for quality, effective and efficient
service delivery, the NBFP and AB were 100 and 83 percent compliant with the NDPII
respectively. While the NBFP committed to enforce the regulatory frame work and
streamlining the inspection function, resources were allocated to district and urban
Inspection Programme with no clear evidence of allocations to providing for joint and
compliance inspections as well as strengthening supervision, monitoring and inspection for
proper human resources management and enhancing performance. The AB releases
performance was 71.2 percent compliant.

3.3.2.3 NDPII Development strategy

The FY2015/16 AB strategy was 80 percent compliant with the NDPIl Development
Strategy. The budget strategy was not compliant in the areas of: promoting access to
external markets especially providing for negotiation to access high value markets in high
income countries; promoting mineral beneficiation by providing for investment in the value
addition laboratory; promoting access to quality early childhood development under Human
capital Development as well as improving road safety and strengthening efforts to safeguard
cultural and natural heritage under planned and controlled urbanization.

3.3.2.4NDPII Core projects level

The FY2015/16 AB was 62.8 percent compliant with the NDPII at core projects level. The
NDPII highlights 39 core projects classified under 5 broad areas of; Agriculture, Tourism,
Infrastructure Development, Human Capital Development, as well as Quality, Effective and
Efficient Service Delivery. Assessment against these projects is in the details below and in
Annex 3:

For Agriculture core projects, the AB was 60 percent compliant with the NDPII.
Inconsistence in the NBFP was reflected in two (2) out of the five (5) core projects which were
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not included among the planned out puts for FY2015/2016, that is, the Markets & Agriculture
Trade Improvement Project (MATIP Il) and the Phosphate industry in Tororo. Whereas the
budget provides for the MATIP Il project, it did not allocate funds for Storage Infrastructure
and the phosphate industry. The AB release performance was 45.6 percent compliant. The
release performance was affected by the non-releases from external sources as envisaged
(FY2015/16 Semi Annual Performance Report, MoFPED).

For the case of Tourism Marketing and Product Development core Project, under
tourism, the NBFP, AB and releases were 100 percent compliant. This was realised
because funds for the rehabilitation of Namugongo Martyrs shrine and the development of
Source of the Nile were appropriated and released as planned.

Regarding the Infrastructure core projects, overall the AB was 62.8 percent compliant
with NDPIIL. The infrastructure core projects are categorized into: Minerals, Oil and Gas;
Energy; and Transport. The NBFP was 79.6 percent consistent with the NDPII. There was no
linkage between the NDPII and the NBFP for Entebbe Airport Rehabilitation project which was
not reflected among the planned outputs though resources were allocated at the annual
budget level. The AB was 57.1 percent compliant with the NDPII reflecting that some of the
projects prioritized under the NBFP were not funded in the AB. The AB release performance
was 33.3 percent compliant. Whereas the Government of Uganda released its proportion of
funds, external funding had not been realised by the end of the 2nd quarter of the FY2015/16
for the Isimba and Karuma HPPs.

Under Human Capital Development core projects, the AB was 53.7 percent compliant
with NDPIIl. The NDPII prioritised Human Capital development core projects included:
Renovation of 25 Selected General Hospitals; Mass Treatment of Malaria for Prevention;
Comprehensive Skills Development; Uganda Women Entrepreneurship Programme (UWEP);
Youth livelihood Programme (YLP). The NBFP was 40 percent consistent with the NDPII. Three
out of the five (5) core projects were not reflected in the NBFP, that is; Mass Treatment of
Malaria for Prevention; Comprehensive Skills Development; Uganda Women
Entrepreneurship Programme (UWEP). The AB on the other hand was 60 percent compliant. It
was noted that funds were allocated to the Uganda Women Entrepreneurship Programme
(UWEP) yet it was not prioritised in the NBFP. The AB release compliance was 68.6 percent.

For core projects under Quality, Effective and Efficient Service Delivery, the AB was 61
percent compliant with NDPII. The projects include: Strengthening Effective Mobilization,
Management and Accounting for the Use of Public Resources (SEMMA); Revitalization of UDC
and Recapitalization of UDB and ICT National Backbone Project. The NBFP and AB were 66.7
percent consistent and compliant with the NDPII respectively. One out of the three core
projects in the NDPIl (SEMMA project) was not reflected in the NBFP. The AB releases
compliance was 9.2 percent. This was mainly due low releases for National Transmission
Backbone project and the Capitalization of Uganda Development Bank by the time of
assessment.
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Overall, ten (10) NDPII core projects were not captured by the NBFP FY2015/16 and
there were inconsistencies between the NBFP and AB. The projects that were not included
in the NBFP include: Markets & Agriculture Trade Improvement Project (MATIP Il), Phosphate
industry in Tororo, Masaka-Mbarara Transmission Line; National Grid Extensions, Kampala-
Mpigi Expressway, Mass Treatment of Malaria for Prevention, Comprehensive Skills
Development, Strengthening Effective Mobilization, Management and Accounting for the
Use of Public Resources (SEMMA), Entebbe Airport Rehabilitation and the Uganda Women
Entrepreneurship Programme (UWEP). Further, there was inconsistence between the NBFP
and the approved Budget in two core projects. That is; Entebbe Airport Rehabilitation and the
Uganda Women Entrepreneurship Programme (UWEP) that were not reflected in the NBFP
but were allocated resources in the AB. In addition, a total of seven (7) core projects were
reflected in the NBFP but no funds were allocated; namely; Storage Infrastructure, Industrial
substations; Kabale-Mirama Transmission Line; Kampala Southern by-pass(18km), Kampala-
Bombo Express highway(35km), and Rwekunye-Apac-Lira-Kitgum-Musingo Road.

3.3.2.5National Level Recommendations

While NDPII is five years, in the first year of implementation, efforts towards planning for 5
year delivery of planned outcomes should be reflected in the NBFP to show commitment
and planning towards their delivery. The NBFP should be seen sequencing NDPII activities
for resource allocation in the AB for realisation of the planned NDPII targets over the 5
year time horizon.

There should be consistency between the NBFP and the AB, so that no resources are
allocated to any project/program that is not prioritised in the NBFP. For example, Entebbe
Airport Rehabilitation and the Uganda Women Entrepreneurship Programme (UWEP)
were not reflected in the NBFP but were allocated resources in the AB.




3.4 SECTOR AND MDA LEVEL ASSESSMENT: CONSISTENCY OF THE ANNUAL BUDGET
WITH THE NBFP AND NDPII

The compliance assessment at the Sector level was undertaken at three (3) main levels: the
existence of planning frameworks, Sector objectives and interventions, and; Sector PIP
projects (excluding core national projects). At all these levels, scores were awarded in line
with section 2.2.3 of the assessment criteria.

3.4.1 AGRICULTURE SECTOR

Overall, the NBFP and AB for the Agriculture sector was 56 percent compliant with
NDPIL. The details are in the assessment below.

3.4.1.1Existence and alignment of relevant planning frameworks

In regard to existence and alignment of relevant planning frameworks with NDP, the
Agriculture Sector is 80 percent compliant. The sector only has a draft Sector Development
Plan which is aligned to the NDPII. The priorities and objectives of the draft SDP are consistent
with the NDPII priorities and interventions for the sector. Except for Uganda Coffee
Development Authority (UCDA); no other MDA in the sector that has an approved Strategic
Development Plan that is aligned to NDP II.

3.4.1.2 Consistence of the BFP and AB with the NDPII

The Agriculture Sector is 50 percent compliant at this level of assessment. The sector BFP
and the AB have considered some elements of the NDPII interventions. For instance the
sector plans and budgets for production infrastructure including 25 dams, valley tanks and 5
fish ponds are consistent with NDP Il interventions. Further, there are many activities planned
and indeed in line with NDPII interventions, such as, training 120 district staffs on control of
pests and diseases and assist farmers to obtain value addition services that were not allocated
any budget. Nevertheless, there is also, lack of balance on the prioritization of focus areas. For
instance the promotion of investment in storage infrastructure to reduce post-harvest losses
and issues on strengthening the MAAIF structure are accorded less priority.

3.4.1.3 Consistence of AB releases

The Agriculture Sector is 50.5 percent compliant at this level of assessment. The third
quarter releases are below the ideal, for instance, the approved annual budget for the three
quarters is UGSH.542.5 billion of which only UGSH.274.1 billion was released for the first three
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quarters of FY2015/16. This is below the required release of at least 75 percent for the sector
to be on course.

3.4.1.4Sector Conclusions and Recommendations

Considering that this is a priority sector for NDPII, the releases significantly below the
approved budget is a challenge and will require redress. This poor budget performance
will undermine the sector’s achievement of NDPII priorities. The releases should therefore be
up-scaled to commensurate with the approved budget.The sector should also finalize its
Development Plan and MDAs in the sector are urged to fast track the development of their
Strategic Plans which are aligned to the SDP. The sector needs to strike a balance among the
key priority areas for instance, institutional strengthening and infrastructural development.

3.4.2 TOURISM SECTOR

Overall, the Tourism sector was 55.8 percent compliant with NDPII. The details are in the
assessment below.

3.4.2.1Existence and alignment of relevant planning frameworks

In regard to existence and alignment of relevant planning frameworks with NDP, the
Tourism Sector is 90 percent compliant. The sector has an approved and aligned Tourism
Sector Development Plan 2015/16-2019 and a Tourism Master Plan 2014-2024. The SDP is
aligned to the NDPII in terms of the timeframe and content. The Tourism SDP priority areas
such as Tourism Marketing and Promotion, Tourism Human Resource Development, Natural
and Cultural Resource Conservation, Tourism Management and Regulation, and the Tourism
Product Development reiterate the NDPII aspirations for the sector over the next five years.
With regards to MDAs in the sector, Uganda Wildlife Education Centre (UWEC) has Strategic
Plan that is fully aligned to NDPIl in terms of content and time horizon. Uganda Tourism Board
(UTB) has a Strategic that is aligned to NDP Il in terms of content but not in time horizon.
However, the Hotel and Tourism Training Institute and Uganda Wildlife Authority (UWA) have
Strategic Plan aligned in terms of content but not in time horizon.

3.4.2.2 Consistence of the BFP and AB with the NDPII

The Tourism Sector is 50 percent compliant at this level of assessment. The sector
considered some specific elements of the interventions contained in NDPII deemed critical for
attainment of the objectives prioritized in FY2015/16. For instance the sector planned and
budgeted for the presentation of the Monument Act, gazette and submit the Uganda Wildlife
Bill 2014, implement Uganda National Strategy to address Human Wildlife Conflicts and to
develop tourism training institutions (Tourism and Hotel Institutions). There are also
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elements of interventions on promoting domestic tourism and diversification of tourism
products such as Miss Tourism, Uganda Expo and the re-designing and development of the
source of the Nile which are key interventions in NDP Il. Many of the priorities of the NDPIl are
also not included in the BFP and AB for FY 2015/16. These include: development and
diversification of new tourism products in marine and zonal clusters, development tourism
training centres of excellence, private development and skilling, development of Local
Government capacity to harness from tourism. In addition the quarterly releases to the sector
were less than 30 percent (28%) for the three quarters assessed.

3.4.2.3Consistence of AB releases

The Tourism Sector is 28 percent compliant at this level of assessment. Based on three
quarter and the sector is far below the 75 percent ideal release. The sector’s approved budget
for three quarters is UGSH.74.68 billion but on UGSH.20.82 billion had been released by the
third quarter which largely accounts for the poor performance highlighted.

3.4.2.4 Sector Conclusion and recommendations

The sector should prioritize investments in tourism supportive infrastructure and capacity
building of the private sector as indicated in the NDP II.

3.4.3 WATERAND ENVIRONMENT SECTOR

Overall, the NBFP and AB for the Water and Environment sector was 55.9 percent
compliant with NDPII. The details are in the assessment below.

3.4.3.1Existence and alignment of relevant planning frameworks

In regard to existence and alignment of relevant planning frameworks with NDP, the
Water and Environment Sector is only 80 percent compliant. The sector has a draft Sector
Development Plan which is aligned to NDPII in terms of content and time horizon. With
regard to the sector MDAs the National Environment Management Authority (NEMA), has an
approved Strategic plan aligned to NDPII in terms of content and time horizon, National
Water and Sewerage Corporation (NW&SCO) has a strategic plan aligned in terms of content
but in time horizon (2015-2018), the National Forestry Authority (NFA) has a draft Strategic
Plan that is aligned to NDP in terms of time horizon while Uganda National Meteorological
Authority (UNMA) only has a planning document.
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3.4.3.2 Consistence of the BFP and AB with the NDPII

The Water and Environment Sector is 50 percent compliant at this level of assessment.
The BFP contains some of the critical interventions that are consistent with NDP Il. For
example, the priorities of increasing access to urban and rural water and sanitation facilities
are clearly highlighted in the sector BFP and AB. There is also remarkable progress on the
management of oil and gas environment related issues. Some of the priority interventions in
the NDP Il such as; restoration of degraded ecosystems are unfunded priorities in the BFP.

3.4.3.3 Consistence of AB releases with NDPII

The Water and Environment Sector is 47percent compliant at this level of assessment.
The sector has an approved budget for the three quarters of UGSH.359.7billion;however, the
cumulative release for the three quarters indicates that the sector had received only
UGSH.169.04bn.

3.4.3.4Sector Conclusion and Recommendations

The sector should expedite the approval of its Sector Development Planand the sector MDAs
in the sector should also fast truck the development of their respective Strategic Plans that
are aligned to NDPII.

It is further recommended that the sector’s releases be increased to commensurate with the
approved budget if it is to be on course to meet the NDPII priorities.

3.4.4 TRADE INDUSTRY AND COOPERATIVES

Overall, the FY2015/16 NBFP and AB for Trade, Industry and Cooperatives Sector is
58.3percent compliant with NDPII. The details are in the assessment below.

3.4.4.1Existence of relevant planning frameworks

In regard to existence and alignment of relevant planning frameworks with NDP, the
Trade Industry and Cooperatives Sector is80 percent compliant. The sector has a draft
Sector Development Plan which is aligned to the NDPII. The priorities and objectives of the
draft SDP are consistent with the NDPII priorities and interventions for the sector. However,
the MDAs in the sector with the exception of Uganda Export Promotion which has an
approved Strategic Plan aligned to NDP Il in terms of content and time horizon and Uganda
Free Zone Authority which has a draft Strategic Plan aligned to NDP other MDAs are yet to
develop Strategic Plans aligned to NDP II.
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3.4.4.2Consistence of the BFP and AB with the NDPII

The sector scores 50 percent at this level of assessment. The sector BFP and AB
interventions reflect some elements of the NDPII priorities such as; the review of the National
Export Development Strategy, develop, regulate and ensure sustainability of the economic
free zones and negotiating better market access. On the hand the sector has not been able to
incentivize the export of processed products nor strengthen governance of the co-operative
movement. Other areas for improvement include the development and implementation of
local content policy to increase local participation in the economy as well as establishing
national and regional technology incubation centres for nurturing SMEs and start-up
enterprises.

3.4.4.3Consistence of AB releases

At this level of assessment, the sector scores 72.6 percent. By the end of quarter three, the
sector had received UGSH.30.89 billion of its total approved budget for the three quarters of
UGSH.42.57 billion. The releases are therefore consistent to support implementation of its
annual work plan.

3.4.4.4 Sector Conclusions and Recommendations

The sector should expedite the development of its SDP while the MDAs should also fast track
the development of their relevant strategic plans.

3.4.5 EDUCATION AND SKILLS DEVELOPMENT SECTOR

Overall, the FY2015/16 Annual Budget is 49.4 percent compliant with NDPII. The details
are in the assessment below.

3.4.5.1Existence of relevant planning frameworks

In regard to existence and alignment of relevant planning frameworks with NDP, the
Education and Skills Development Sector is 20 percent compliant. This is because the
sector has no Development Plan but only has an Issues Paper which is aligned to the NDPII
and an Annual Work Plan. The skills development interventions are still under education and
sports sector while the NPII has them as separate sectors. The detailed assessment is attached
in Annex 3.
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3.4.5.2 Consistence of the BFP and AB with the NDPII

The Education and Skills Development Sector is 60 percent compliant at this level of
assessment. This compliance was arrived at from a weighted score in which the NBFP
contributed 40 percent from the score of 72.3 percent and the AB contributed 60 percent
from the individual score of 51.3 percent. Most of the sector BFP objectives and interventions
are linked to NDPII objectives and strategies although not all are considered. There is also a
lot of overlap among the sector interventions, strategies and Vote functions among the
outputs in the BFP which make it hard to trace prioritization of specific NDPII interventions. In
the AB, the prioritized strategic interventions were also in line with NDPII although not all
were funded.

3.4.5.3 Consistence of AB releases

The sector scored 36percent at this level of assessment. The Q3 approved GoU budget
(AB) for the education and skills development sectors was total of UGSH.870 billion. By
quarter three (Q3), total amount of UGSH.309 billion had been released making up
approximately 36percent.

3.4.5.4 Sector Conclusions and Recommendations

Therefore, in line with the above performance, the Education sector needs to finalize its
SDP aligned to the NDPII. While Muni University and UNEB have strategic plans 2012/13-
2016/17, they are not aligned to SDP. There is need for coordination and alignment of the
sector Agencies (training institutions) which are funded under the sector by developing their
strategic plans and annual work plans.

The proposed strategies in BFP should be linked to SDP and subsequently NDPII and
priorities/outputs. ECD intervention should have a separate VF than merging them with pre-
primary & primary VF e.g. infrastructure, policies and laws to focus on the NDPII strategic
interventions. The Budget estimates closer to approved budget but still way below required
budget allocations to carry out unfunded priorities. There is also a need to integrate cross
cutting budget for HIV/AIDS in education sector as most of this goes to health sector.

It is further recommended that the sector’s releases be increased to match the
approved budget if it is to be on course to meet the NDPII priorities.

3.4.6 HEALTH SECTOR

Overall, the Health Sector is 53.8 percent compliant with NDPII. The details are in the
assessment below.
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3.4.6.1Existence of relevant planning frameworks

In regard to existence and alignment of relevant planning frameworks with NDP, the
Health Sector is 100 percent compliant. The health sector has an approved 5 year SDP
which is aligned to the NDPII in terms of objectives, priority interventions, projects and
costing. The timeframe of the SDP is also consistent to that of the NDPII. The sector also
produces an annual Ministerial Policy Statement (MPS), which works as an annual work plan,
of which the one for the FY 2015/16 is also largely consistent to the NDPII, especially as
regards to the outputs and outcomes.

3.4.6.2 Consistence of the BFP and AB with the NDPII

The Health Sector is 39 percent compliant at this level of assessment. This compliance
score was arrived at from a weighted score in which the NBFP contributed 40 percent from
the score of 35 percent and the AB contributed 60 percent from the individual score of
471percent. As regards to the budget instruments, the assessment revealed that the NBFP
health sector priority outputs and projects are only fairly consistent with those in the NDPII.
An assessment of the health sector priorities in the FY2015/16 Budget Estimates (Annual
Budget) further indicates only a fair level of consistency with NDPII health sector priorities.
Therefore, the FY 2015/16 NBFP and Budget Estimates (Annual Budget) as assessed where
found to be only fairly compliant to the NDPII as presented in Annex 4. Important to note at
this point though is that while the NDPIl is 5 years, the NBFP and the Budget Estimates/annual
budget are one year, thus not expected to 100 percent prioritize and allocate resources to
NDPII priorities in a one year time frame. Nevertheless, some commitment towards the 5 year
goals has to start in the first year of implementation.

Key gaps still remain that affect the health sector level of compliance. The sector budget
generally lacks adequate prioritization and allocation of sufficient funds to address health
promotion and disease prevention interventions. Of key concern is the low prioritization and
allocation of resources for particularly: malaria prevention; nutrition interventions and other
determinants of health; increasing financial risk protection of households against
impoverishment due to health expenditures through interventions like such as health
insurance and the national referral system; and review and re-alignment of the essential
health care package.

The budget seems to over prioritize investment in health infrastructure both at national,
regional and district levels and yet meagerly prioritizing the human resources required to
provide the needed services in the modern facilities. Health research although prioritized was
allocated meager resources, despite the high need for research on a number of endemic and
epidemic health concerns in Uganda.
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3.4.6.3 Consistence of AB releases

The Health sector scored 49.4percent compliance at this level of assessment. Of the
approved 3 quarters, the sector received 49 percent of the budget.

3.4.6.4 Sector Conclusions and Recommendations

The FY2015/17 NBFP and the AB generally tried to address some interventions prioritized in
the NDPII health sector component, but the compliance level remains low as indicated by the
percentage score. The sector thus needs to scale up effort and specifically pay attention to
health promotion and preventive care interventions, as well as human resources for health.
The sector should balance prioritization across the continuum of care to avoid over focusing
on infrastructure, medical and health supplies, while forgetting key primary health care
elements.

3.4.7 SOCIAL DEVELOPMENT SECTOR (SDS)

Overall, the NBFP and AB for the Social Development Sector are 67 percent compliant
with NDPII. The details are in the assessment below.

3.4.7.1Existence and alignment of relevant planning frameworks

In regard to existence and alignment of relevant planning frameworks with NDP, the
Social Development Sector is 80 percent compliant. The sector has a draft Sector
Development Plan which is aligned to the NDPII. The priorities and objectives of the draft SDP
are consistent with the NDPII priorities and interventions for the sector.

3.4.7.2 Consistence of the BFP and AB with the NDPII

The Social Development Sector is 64.8 percent compliant at this level of assessment. The
NBFP score is 32.9 percent out of 40 and AB score is 31.9 out of 60 in line with the overall
sector scoring criteria.

The NBFP priority outputs for the Social Development sector are largely consistent with the
NDPII interventions. Therefore using the criteria the NBFP SDS component scored 82.29
percent. The assessment of the annual budget (AB) also revealed that the sector prioritized
budget allocation to a number of outputs that are consistent to NDPII interventions. The
sector vote functions which include: Community Mobilization and Empowerment;
Mainstreaming Gender and Rights; Promotion of Labour Productivity and Employment; Social
Protection for Vulnerable Groups and Policy, Planning and Support Services are as per NDPII
SDS objectives. The budget therefore scored 53.14 percent indicating an average level of
compliance.
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3.4.7.3 Consistence of AB releases
The Social Development Sector is 37.1 percent compliant at this level of assessment.
3.4.7.4 Sector Conclusions and Recommendations

The sector should finalize its Development Plan and the Strategic plan for the Equal
Opportunities Commission should be reviewed to align it to NDPII. The Annual budget
(AB) prioritized and allocated funds to 7 out of the 14 NDPII priority projects which include:
Promotion of "Green" Jobs and Fair Labour market in Uganda (PROGREL); Uganda Women
Entrepreneurship Programme (UWEP); Strengthening Safeguards, Safety and Health at
Workplaces (SSASHEW); Strengthening the Capacity of Equal Opportunities Commission;
SAGE (Social Assistance Grants for Empowerment) Il; and Youth Livelihoods Programme.
While this is a positive trend towards implementation of the NDPII, the sector should
rationalize the programs and effectively mobilize the communities for effective participation,
and strengthen culture and creative industries.

The sector releases remain low and should therefore be up-scaled up to be commensurate to
the approved budget.

3.4.8 ICTSECTOR

Overall, the NBFP and AB for the ICT Sector are 68.6 percent compliant with NDPII. The
details are in the assessment below.

3.4.8.1Existence and Alignment of relevant planning frameworks

In regard to existence and alignment of relevant planning frameworks with NDP, the
ICT Sector is 100 percent compliant. The sector has an approved development plan for the
period 2015/16 - 2019/20 and is it aligned with the NDPII. The ICT Sector Development Plan is
consistent with the NDPII development objectives, interventions and timeframe. The SDP
particularly addresses the NDPII objectives in terms of increasing access to ICT infrastructure,
enhancing the usage and application of ICT services in business and service delivery,
increasing job creation through ICT Research and development, increasing the stock of ICT
skilled workforce, improving the information security systems and improving the legal and
regulatory frameworks to respond to the industry needs over the next five years.

3.4.8.2Consistence of BFP and AB with the NDPII

The ICT sector is 59.8 percent compliant at this level of assessment. The BFP objectives
and outputs are in line with the NDP Il and the strategies and interventions for the FY 2015/16
include: enhanced access to quality, affordable, and equitable ICT services country wide,
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investment in infrastructure and services for improved access to quality ICT services, building
competent human resource capacity in the sector and, developing and implement a policy,
legal and regulatory framework for systematic services country wide.

However, some key priorities in the NDP remain unfunded with the total funding gap for
FY2015/16 of UGSH.180 billion. The unfunded priorities include; Construction of the ICT parks;
Digitalization of television and radio broadcasting; Implementation of e-government;
Business Process Outsourcing (BPOs). In addition, the following key areas in the NDP Il are not
addressed in the BFP: Promoting production and use of low-cost locally assembled devices in
collaboration with the private sector; establishing regional information access centres and;
Establishing an ICT Research and Innovation fund to support ICT innovation. These priorities
shall be addressed in the subsequent years.

3.4.8.3 Consistence of AB releases

The ICT Sector is 67 percent compliant for the three quarter assessment. By Q3
FY2015/16,UGSH.11.28 billion had been released of the sector approved budget totaling to
UGSH.22.56 billion giving a 67 percent outturn based on 75 percent of the budget. Annual
budget assessment included two of the five ICT sector MDAs. This is because the other three
(UCC, UICT, POSTA) are without votes.

3.4.8.4 Sector Conclusions and Recommendations

The sector planning frameworks are largely in line with the NDP Il and the BFP. Sector
outputs are well planned although implementation is hampered by low release of funds.
There is still a big funding gap. The sector should come up with a strong resource
mobilization strategy to cover up the gap over the 5 year period.

The majority of MDAs under ICT sector collect Non Tax Revenue and spend at source
without due scrutiny and yet they contribute to NDPIlI targets. This complicates
compliance assessment of these MDAs. These include: Posta Uganda, Telecom Institute, and
UCC. Its important therefore that these MDAs get their resources properly appropriated and
their detailed expenditure and objectives clearly highlighted.

3.4.9 ENERGY, MINERALS AND PETROLEUM SECTOR

Overall, the FY2015/16 AB for the Energy, Minerals and Petroleum Sector was 53.4
percent compliant with NDPII. Specifically, the Energy sub-Sector was 55.5 percent, Minerals
was 54.6 percent and Petroleum was 59.2 percent compliant with the NDPII. The details are in
the assessment below.




3.4.9.1Existence and alignment of relevant planning frameworks

In regard to existence and alignment of relevant planning frameworks with NDP, the
Energy, Minerals and Petroleum Sector 76.8 percent compliant. Specifically Energy sub-
sector was 79.0 percent, Minerals 72.9 percent and Petroleum 78.7 percent compliant. The
sector has an approved Strategic Investment Plan (SIP) with its objectives aligned with the
objectives of the NDPII but the time horizon is different from that of the NDP. Most of the
MDAs under the Energy Sector have approved SDPs and their objectives and interventions
are aligned with the NDP, for instance; ERA, REA, UETCL. The National Oil Company, which is
under formation, also has strategic plan which is aligned in time period to the NDPIl and aims
at achieving the activities of establishing the Company within the plan period. Nevertheless,
some of the NDP strategic focus is missing in the SDP.

3.4.9.2 Consistence of the BFP and AB with the NDPII

The Energy, Minerals and Petroleum Sector was 41 percent compliant at this level of
assessment. Specifically, Energy sub-Sector was 38.9 percent compliant, Mineral was 39.3
percent and Petroleum 44.2 percent compliant at this level of assessment. Of the four Energy
sector objectives in NDPII, the sector mainly focuses on two. The main two interventions
which the sector focuses on are construction of small and large hydro power plants and
construction of substations and power transmission lines. The aspects of promoting
alternative sources of energy and building capacity in the energy sector and improving the
policy and legal framework are not given much emphasis.

Under Minerals sub-sector, the sector mostly prioritizes the interventions under the
objective of establishing the geological and mineral potential of the country and
capacity building in the mineral industry. On the other hand, the sector puts less emphasis
on the other interventions. For example, increasing monitoring and regulation in the mining
sector is barely considered both in the SBFP and AB, yet this is crucial in ensuring that mining
activities are achieving desired outcomes for national development. This is particularly critical
in light of the fact that the sector does well in addressing the interventions that are focusing
on increasing private sector participation in the mineral activities.

The Petroleum sub-sector is in its infancy. Most of the activities to be accomplished are
just a forecast as the exploration for petroleum is still on-going. So many intervention set
out in the NDPII are reflected in the SBFP but don’t have budget allocations probably because
petroleum companies fund most of the exploration work. The AB allocations most focus on
establishment of infrastructure like the National Oil Company, land acquisition for refinery
construction and capacity building.
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3.4.9.3 Consistence of AB releases

The Energy, Minerals and Petroleum Sector is 93.6 percent compliant at this level of
assessment based on FY2015/16 Q3 releases. Out of the total approved GoU budget of
UGSH 297 billion, UGSH 278 billion had been released at the end of the third quarter of
FY2015/16. This represents a 93.6 percent of the total approved budget, which is far below
average for the entire FY. The high budget release performance is attributed to the on-going
construction of power plants and transmission lines to which funds are released upfront.

3.4.9.4 Sector Conclusions and Recommendations

While the Energy sub-Sector has a good SDP that reflects most of the planned activities
in the NDPIlI more focus is needed in policy strengthening and capacity building. The
SBFP comes close to capturing the planned activities in the strategic plan but funds are not
allocated to some planned activities as reflected in the AB. However, the AB funds most of the
critical projects; building hydro power plants, transmission lines, substations and installation
of power loss reduction devices. There is need though to focus also on strengthening the
legal framework and building capacity in the energy sector.

The Mineral Sector needs to strengthen the arm of monitoring of mining activities in the
country together with strengthening the policy and regulatory framework that concern
this sector, especially that the sector’s SDP and BFP puts emphasis on interventions that are
attracting more private participation.

The Petroleum Sector is in its infancy as such it is not meeting all the NDPII
interventions because the institutions to champion the sector are still under formation
and need expediting. As such the AB funds those interventions that are geared towards
establishing the necessary infrastructure for supporting the petroleum industry in the
country. The NOC Strategic Plan is well aligned in time horizon to the NDP and also works
towards both achieving the NDP interventions in the sector and establishing the company.
The sector is not meeting all the NDPII interventions because the institutions to champion
these are still under formation.

Several MDAs under the sector collect Non Tax Revenue and spend at source without
due scrutiny and yet they contribute to NDPII targets. This complicates compliance
assessment of these MDAs. These include: ERA, UEGC, EETC, and EEDC. Its important therefore
that these MDAs get their resources properly appropriated and their detailed expenditure
and objectives clearly highlighted.




3.4.10 LANDS, HOUSING, PHYSICAL PLANNING AND URBAN DEVELOPMENT SECTOR

Overall, the FY2015/16 AB for the Lands, Housing, Physical Planning and Urban
Development Sector was 41.3 percent compliant with NDPII. Specifically, the Lands and
Housing sector was 36.6 percent compliant and Physical Planning and Urban Development
47.7 percent compliant with NDPII. The details are in the assessment below.

3.4.10.1 Existence and alignment of relevant planning frameworks

In regard to existence and alignment of relevant planning frameworks with NDP, the
Lands, Housing, Physical Planning and Urban Development Sector was 55.0 percent
compliant at this level of assessment. Lands and Housing Sector is 56.4 percent and
Physical Planning and Urban Development Sector 53.6 compliant. The Lands and Housing
sub-Sector has an approved Strategic Investment Plan (SIP) 2013/14-2017/18. However, SIP
objectives not fully aligned with the objectives of the NDPII and the time horizon is different
from that of the NDP. The specific objectives under the Lands and Housing Sector are only
two with a broad spectrum of strategies which seemed difficult to accomplish. Notably, the
specific objectives under the Physical Planning Sector are specified for the period up to 2040
which is itself beyond the time frame of the strategic plan 2013/14-2017/18.

3.4.10.2 Consistence of the BFP and AB with the NDPII

The Lands, Housing, Physical Planning and Urban Development Sector was 39.7 percent
compliant at this level of assessment. Specifically, the Lands and Housing sub-Sector
was 31.4 percent compliant and Physical Planning and Urban Development Sector was
48 percent compliant at this level of assessment. This sector falls short of the BFP and the
AB being consistent with the NDPII because its strategic plan was prepared earlier than the
NDPII and therefore the need for realignment. Furthermore, the Housing section does not
have planned activities to meet NDPIl interventions both in the BFP and AB.

3.4.10.3 Consistence of AB releases

The Lands, Housing, Physical Planning and Urban Development Sector is 25.5 percent
compliant at this level of assessment. Of the total approved budget of UGSH225 billion,
UGSH 43 billion had been released at the end of the third quarter of the FY2015-16.

3.4.10.4 Sector Conclusions and Recommendations
The Lands and Housing Sector, which shares the same Strategic Plan with the Physical

Planning Sector needs to review its Strategic Plans and ensure it is aligned to the NDP in
its time horizon strategies and interventions. Furthermore, the listing of its activities in the
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BFP needs to be more specific to clearly bring out the interventions that the Sector is
planning to undertake, so as to facilitate proper allocation of resources in the AB.

3.4.11 WORKS AND TRANSPORT SECTOR

Overall, the FY2015/16 AB for the Works and Transport sector was 72.4 compliant with
NDPIL. The details are in the assessment below. The sector scores highly because the SDP
captured many of the NDPII interventions and the AB releases were high at half year
assessment due to the new projects funding; SGR, LRT and Express ways.

3.4.11.1 Existence and alignment of relevant planning frameworks

In regard to existence and alignment of relevant planning frameworks with NDP, the
Works and Transport Sector is 63.8 percent compliant at this level of assessment. The
works sector does not have a sector development plan it only has a 15 year transport master
plan (2008-2023). The sector’s Master Plan looks towards achieving many of the interventions
highlighted in the NDPII though is not aligned to the NDPII time period. This might be due to
the fact that the SDP covers a longer time period than the NDPII.

3.4.11.2 Consistence of the BFP and AB with the NDPII

The Works and Transport Sector is 74.3 percent compliant at this level of assessment.
This compliance is as result of the new projects that came on board (SGR, LRT, Express Ways)
that were treated as priority by government and funded appropriately. The NDPII sets a target
of construction 6,012.5km of road during the planning period (5 years). This sets a target of
1,202.5km of road, 20%, to be constructed per year. According to the SBFP, pg 141, a target of
650km of road is planned to be constructed over the FY 2015-16, which is 54% of that
planned in the NDPII. On the other hand, the sector plans to maintain 3407 km of road over
the FY2015-16, NBFP FY2015-16, pg 139, which implies that the sector is working towards
ensuring that constructed roads are kept in good conditions.

3.4.11.3 Consistence of AB releases

The Works and Transport Sector is 76.1 percent compliant at this level of assessment. Of
the approved total budget of UGSH 2188 billion, UGSH 1,249 billion had been released by the
end of the third quarter of the FY2015-16. This represents 57.1 percent of the total approved
budget for the sector. This release figure is lower than the actual because the Ministry of
Works and Transport releases funds to KCCA for road maintenance, which is not captured in
the stated figure. The annual budget release for the works and transport sector was high
because the priority projects (SGR and LRT and Flyovers) were advanced funds.
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3.4.11.4 Sector Conclusions and Recommendations

There is need for the works and transport sector to develop a strategic plan that is
aligned to the NDPII and to make sure the new set of projects like the SGR, The Kampala
Flyovers, the LRT, the BRT and express ways are captured in the plan. The sector is on course
in terms of ensuring that these new projects are being implemented; funds are allocated to
these new projects.

3.4.12 PUBLIC ADMINISTRATION SECTOR

Overall, the FY2015/16 AB for the Public Administration Sector was 58.3 percent
compliant with NDPIIL. The details are in the assessment below.

3.4.12.1 Existence and alignment of relevant Planning Frameworks

In regard to existence and alignment of relevant planning frameworks with NDP, the
Public Administration Sector is 100 percent compliant at this level of assessment. The
Sector has an approved Sector Development Plan which is aligned to the NDPII in terms of
content and timeframe. At the NDPII Sector objective level the assessment confirmed that
the SDP was partially compliant with the NDP Il objectives and at the NDPIl Sector
intervention level, the sector strategies are aligned to the NDPII interventions. Whereas some
NDP Il objectives like Improving policy development and implementation effectiveness across
all priority sectors; and Improving democracy and governance for increased stability and
development are fully addressed in the SDP, some objectives like Improving systems,
infrastructure and capacity of the sector secretariat and; Increasing the human capital stock in
the NDP Il priority areas are not captured in the SDP.

3.4.12.2 Consistency of BFP and AB with the NDPII

The Public Administration Sector is 42.4 percent compliant at this level of assessment.
At the NDPII Sector intervention level, the sector strategies and BFP outputs are partially
aligned to the NDP Il interventions and therefore, scored 52 percent level of compliance. In
the SBFP two NDPII objectives not captured at all, that is Improving systems, infrastructure
and capacity of the sector secretariat and; increasing the human capital stock in the NDP Il
priority areas. Further in the SBFP; some interventions are not inclusive as was intended in the
NDPII interventions. For example; an intervention dealing with strengthening the capacity of
resident district commissioners and local governments to effectively monitor and report on
the implementation of the NDP Il priority areas; this is inferred in the SBFP under output
160352: Mobilization & implementation monitoring but not all elements of the NDPII
Intervention are included in this output. It deals more with sensitization than strengthening
capacity at Local government.
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The alignment of the AB to the NDPII interventions was at 36 percent. The AB, has no
consistency with the funds proposed by the Sector and the amount set aside or awarded. For
example; under output 160102 on economic policy implementation a total of UGSH.426
million was set aside contrary to the UGSH.326 million that was budgeted for by the Sector.
Further, under output 162101 on cooperation frameworks, the sector budgeted for a total of
UGSH.1.7billion but a total of 82 Million was set aside.

3.4.12.3 Consistency of AB and release performance

The Public Administration is 86.1 percent compliant at this level of assessment. Of the
cumulative Q3 approved GoU budget of UGSH573 billion, UGSH653 billion had been released
at the end of the third quarter of the FY2015-16. This represents 114 percent release
performance, indicating 14 percent over release above planned. This over release indicates a
weakness in planning and as such it penalized by the magnitude of the over release.

3.4.12.4 Sector Conclusions and Recommendations

The low level of budget compliance for the sector is majorly attributed to the fact that
most elements of the NDPII interventions that are in line with the Sector priorities are
not considered which is likely to undermine the realization of sector NDPII targets. The
MDAs in the sector are urged to fast track the development of their Strategic Plans which
should be aligned to the SDP and the NDPII. The priorities in the Budget Framework papers
should then be derived from the institutional Strategic Plans

3.4.13 JUSTICE LAW AND ORDER SECTOR (JLOS)

Overall, the FY2015/16 AB for the JLOS was 71.3 percent compliant with NDPII. The
details are in the assessment below.

3.4.13.1 Existence of Planning Frameworks

In regard to existence and alignment of relevant planning frameworks with NDP, the
JLOS is 90 percent compliant. The Sector Development Plan is aligned to the NDPII in terms
of content but not in timeframe. The SDP is ending 2016/2017.At the NDPII Sector objective
level, the assessment confirmed that the SDP is in tandem with the NDPII objectives and
therefore we found the sector compliant. At the NDPII Sector intervention level, the sector
strategies are well aligned to the NDPII interventions and therefore, we found the sector
compliant. However, like at the sector level, there are similar compliance challenges at the
MDA level. Many of the MDAs in JLOS have strategic plans that are aligned to the NDP in
content but not timeframe. For example, the strategic plan for the Judiciary ends in
2015/2016, the Uganda Law Reform Commission strategic plan is ending in 2016, Ministry of
Justice and Constitutional Affairs 2016/17, Uganda Human Rights Commission (UHRC) is
2016/17 and Uganda Prisons Service is ending in 2016/17. Ministry of Internal Affairs on the
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other hand has a draft strategic plan covering the period 2012/2013 - 2016/2017 They are
planning to review it in the next financial year so as to align it to NDP II.

3.4.13.2 Consistence of the BFP and AB with the NDPII

The JLOS was 63 percent compliant at this level of assessment. The sector has a BFP that is
directly drawn from the SDP and NDPII. The outputs highlighted in the BFP are drawn from
the SDP which is in line with the NDP. Therefore, the BFP individual score is 72.7 percent level
of compliance. The sector priorities in the BFP were allocated resources though still below
what is required to deliver sector priorities. The total score of the annual budget is 56.8
percent. This is because in some instances, activities that were provided for in the BFP were
not allocated funds and therefore could not be carried out. This partly accounted for the level
of the sector performance. These include activities meant for harmonizing and enforcing
performance and administrative service delivery standards. For example, the current funding
to CIID is limited and therefore making it difficult for them to complete investigations of the
registered 100,000 cases in a year. The expansion of police services to the newly created
districts and sub counties has resulted into increased need for police to rent 302 offices and
staff houses and yet the required resources were not availed.

In addition, in order to be able to comply with international standards regarding feeding of a
daily average of 45,534 Prisoners, dressing 7600 uniformed staff, provision of clothing and
beddings to a daily average of 45,534 prisoners, providing proper accommodation to over
6,500 staff not properly housed and provision of adequate health services in prisons, it is
necessary that the requisite funding is availed.

In addition, there were limitations regarding the development and implementation of the
legal aid policy and law among others. More Legal Aid clinics would be created in various
districts. This would have the effect of increasing the number of diversion and reconciliation
cases handled and hence improving access to justice.

In addition, there were other unfunded priorities which were critical and these include:
Defending Civil Suits in Courts of Law, facilitating Government witnesses to attend court
sessions and representation of Government in international fora, Construction of a JLOS
House and appellate courts, Criminal Court house and Police headquarters, Setting up the
National ID disaster recovery site and operational expenses for data and personalization
center. The other limitation was as regards lack of funding for initiating the enactment of
transitional justice policy and legislation.

3.4.13.3 Consistence of AB releases
The JLOS is 88.9 percent compliant at this level of assessment. Of the cumulative Q3

approved GoU budget of UGSH881 billion, UGSH890 billion had been released at the end of
the third quarter of the FY2015-16. This represents 111 percent release performance,
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indicating 11 percent over release above planned. This over release indicates a weakness in
planning and as such it penalized by the magnitude of the over release.

3.4.13.4 Sector Conclusions and Recommendations

While the sector is largely compliant, efforts to improve compliance at MDA level will
strengthen performance of sector. The sector is currently reviewing their SDP so as to fully
align it to NDP Il. In addition a number of MDAs in the sector have initiated processes to
review or develop their subsequent plans. A case in point is the Judiciary which is currently
collecting views of stakeholders for incorporation in the next plan. Also the Ministry of
Internal Affairs has budgeted in the next financial year for the review of their current plan.
This is envisaged to enable the sector to be more compliant. It is therefore important that the
sector and the MDAs there-under collectively take deliberate steps to align their plans to the
NDP.

3.4.14 Legislature

Overall, the FY2015/16 AB for the Legislature sector is 70.3 percent compliant with
NDPIL The details are in the assessment below.

3.4.14.1 Existence and alignment of relevant Planning Frameworks
In regard to existence and alignment of relevant planning frameworks with NDP, the
Legislature sector is 73 percent compliant. The Sector Development Plan is aligned to the
NDPII specifically in the areas of interventions. However, the legislature sector strategic plan is
not aligned in terms of time horizon (2014 - 2018) although it is aligned in terms of content
(i.e. at interventions level). There is also limited alignment at objective level.

3.4.14.2 Consistency of BFP and AB with the NDPII

The Legislature sector is 67.6 percent compliant at this level of assessment. The
individual score for Legislature BFP was 60 percent whereas the AB was at 72.7 percent. The
sector BFP and the AB considered some NDPII elements of the interventions however, others
are left out. For instance; NBFP and AB considered: Commence the construction of the New
Chamber; Commission advised on Legal Matters; Committees of Parliament advised; Motion,
Resolutions, Questions and petitions drafted; Private Members Bill drafted; proposed
amendments drafted; Final text of passed Bill compiled; Parliament advised on constitutional
issues among others. Elements not considered by the NBF and AB include: reviewing and
strengthening mechanisms for clearing backlog of constitutional reports and legislation
considered by Parliament; promoting application of human rights based operations in
government operations; enacting laws to strengthen credibility of electoral processes in
Uganda; building strong institutional mechanisms for effective parliamentary oversight,
legislation and national budget scrutiny; and empowering political offices to fully participate
and provide leadership in Parliament.

—51——



3.4.14.3 Consistency of AB and release performance

The Sector is 83.6 percent compliant at this level of assessment. Of the cumulative Q3
approved GoU budget of UGSH279 billion, UGSH324 billion had been released at the end of
the third quarter of the FY2015-16. This represents 116 percent release performance,
indicating 16 percent over release above planned. This over release indicates a weakness in
planning and as such it penalized by the magnitude of the over release.

3.4.14.4 Sector Conclusions and Recommendations

The sector is on course and implementing NDPII priorities as elaborated in its SDP
however, better alignment of SDP to NDP is required. The sector has budgeted and is
implementing NDP priorities like expanding the physical space of the existing Parliament
building to improve the working environment for MPs and staff of Parliament; improving
participation of Parliament in overseeing the achievement of National Development Plans
and Programmes (e.g. NDP & MDGs); and support all Committees to clear backlog where they
exist among others. However, the sector should review its Five Year Strategic Plan (2014-18)
and have it aligned with the NDPII both in time horizon, Objectives and content. For example
the plan still considers the MDGs which have since been replaced by the SDGs.

3.4.15 Accountability Sector

Overall, the FY2015/16 AB for the Accountability sector 41.3 percent compliant with
NDPIIL. The details are in the assessment below.

3.4.15.1 Existence and alignment of relevant Planning Frameworks

In regard to existence and alignment of relevant planning frameworks with NDP, the
Accountability sector is 60 percent compliant. The reason to the average score is due to
the fact that the Accountability Sector Investment Plan (ASSIP) was prepared and approved a
year before the approval of the NDPII leading to the missing out of some key commitments to
be delivered in the NDPII period and these included Insurance penetration, Access to finance,
private investments, Capital markets and the National savings. Therefore the alignment of the
sector’s planning framework is average.

3.4.15.2 Consistency of BFP and AB with the NDPII

The individual score for the Accountability sector BFP was 50 percent whereas the AB
was at 51.3 percent. The sector BFP and the AB considered some NDPII interventions
however, others were left out. For example there was no output or financial commitment on
insurance Penetration. There are those areas that were flimsily represented and with financial
commitments especially in the areas of investment, National savings and Capital markets i.e.
the output on capital markets was not clear on which particular output to be delivered but
provides it as capital market services and yet in NDPIl it is clear on the key things/outputs to

‘
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delivered under the NDPII period. Another reason for variation was that there were outputs in
the Approved Budget but were neither reflected in the BFP nor SDP e.g. Support to financial
intelligence Authority is an output in the Approved budget but can hardly be traced in the
BFP.

3.4.15.3 Consistency of AB and release performance

The Sector is negative 57 percent compliant at this level of assessment. Of the
cumulative Q3 approved GoU budget of UGSH678 billion, UGSH1, 739 billion had been
released at the end of the third quarter of the FY2015-16. This represents 256 percent release
performance, indicating 156 percent over release above planned. This over release indicates a
weakness in planning and as such it penalized by the magnitude of the over release.

3.4.15.4 Sector Conclusions and Recommendations

There was an average alignment of the Accountability sector planning and budgeting
instruments (AB and BFP) which limited the full realization of the agreed commitments
of the sector during the NDPII period. Therefore it is recommended that the sector should
fully align its planning and Budgeting instruments to the NDPII.

The over performance of releases is a weakness of prudent planning and budgeting. As
such, to strengthen credibility of planning and budgeting over releasing above
budgeting should be minimized.

3.4.16 Public Sector Management Sector (PSM)

Overall, the FY2015/16 AB for the PSM sector is 50.7 percent compliant with NDPII. The
details are in the assessment below.

3.4.16.1 Existence and alignment of relevant planning frameworks

In regard to existence and alignment of relevant planning frameworks, the Public
Sector Management Sector is 60 percent compliant. The sector has a SIP that expires in
June 2016 which is not aligned to the NDPIl. However an agreed Sector Outcome Statement
was developed whose outcomes, Strategic Outputs and outputs are consistent with the NDPII
priorities and interventions for the sector. The MDAs in this sector draw their priorities from
this Sector outcome statement Document. Nonetheless, because of the limitation of the
Sector Outcome Statement Document, projects at the sector level were not included; this
made it difficult to assess compliance of the sector. MDAs such as NPA, and KCCA, who have
Strategic Plans, however have projects which are in tandem with the NDPII projects.




3.4.16.2 Consistence of the BFP and AB with the NDPII

The Public Sector Management Sector is 50.4 percent compliant at this level of
assessment. The sector BFP and the AB indicate that some elements of the interventions
have been considered while others have not. For instance the sector plans and budgets for
coordination of policies, plans and programmes and improving recruitment and
development of highly skilled and professional workforce are consistent with NDP I
interventions. There is also, lack of balance on the prioritization of focus areas. For instance
development of strategies and frameworks was accorded less priority such as coordinating
with state and non-state actors for disaster response; Media Development Strategy; EAC
communication Strategy; among others.

3.4.16.3 Consistence of AB releases

The Public Sector Management (PSM) is 34 percent compliant at this level of
assessment.

3.4.16.4 Sector Conclusions and Recommendations

The Sector should develop a fully-fledged Sector Development Plan aligned to NDP.
Further, MDAs in the sector are urged to fast track the development of their Strategic Plans
which are aligned to the SDP and the NDPII. The absence of MDA strategic plans under the
sector which are aligned to NDPII such as; Office of the Prime Minister, Ministry of East Africa
Community Affairs, Local Government Finance Commission, undermined the overall sector
performance since they are the key implementers of the SDP.

3.4.17 DEFENSE AND SECURITY

Overall, the FY2015/16 AB for the PSM sector is 61 percent compliant with NDPII. The
details are in the assessment below.

3.4.17.1 Existence and alignment of relevant planning frameworks

In regard to existence and alignment of relevant planning frameworks, the Sector is 20
percent compliant. This is because the sector has no Sector Development Plan but only has
an Annual Work Plan and an Issues Paper, which was fully aligned to the NDPII and is
facilitation the on-going process of formulating the sector SDP.
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3.4.17.2 Consistence of the BFP and AB with the NDPII

The sector BFP and AB is 71 percent compliant with the NDP Il at this level of assistance.
While the BFP objectives and outputs are in line with the NDP II, the BFP is an annual
document that reflects only the activities that the sector has identified to be undertaken in
the one year, 2015/16. Other planned activities are to be undertaken in the subsequent years.

BFP objectives and strategies for the FY 2015/16 are to a large extent aligned to the
NDPII. The BFP objectives include: Generation and consolidation capabilities; Train and re-
train UPDF personnel; Provision and sustenance of logistical support; Provision of welfare;
and Building the defence Strategic Infrastructure, whereas the NDPII objectives are: Improve
capability of defence and security forces; Strengthen internal and external security; Enhance
defence and security infrastructure; Enhance Research and Development (R&D); Enhance
production for wealth creation and self-sustainability; Establishment of National Service; and
Improve Administration, Policy and Planning. Therefore there is a good match between the
BFP and NDPII sector objectives during the 1t year of implementation of the plan.

However, the sector did not also consider establishment of a National Service System in
the sector BFP yet it is one of the NDPII critical broad strategies aimed at inculcating positive
ideological orientation and mind-set to foster socio-economic development. In addition, a
number of NDPII projects are not included in the BFP e.g. Security Information Monitoring
Centre; Establishment of the National Defence College (NDC); Establishment and
Development of an Engineer Division at Kakoge; and National Service Programme etc. These
projects are very critical for the delivery of the NDPII targets and objectives and their
exclusion will impact the implementation of the plan. Also some key priorities remain
unfunded e.g. outstanding gratuity and pension arrears for UPDF, ISO and ESO.

3.4.17.3 Consistence of AB releases

The Sector is 72.8 percent compliant at this level of assessment. Of the cumulative Q3
approved GoU budget of UGSH810 billion, UGSH1,031 billion had been released at the end of
the third quarter of the FY2015-16. This represents 127 percent release performance,
indicating 27 percent over release above planned. This over release indicates a weakness in
planning and as such it penalized by the magnitude of the over release. The implication is
that given the limited national resource envelop, this deviations are likely to affect and
constrain other critical sectors and subsequently, negatively impact the implementation of
the NDPII, thus the 72.8 percent release outturn score as the releases are not in line with the
approved budget.




SECTION FOUR: CONCLUSIONS AND RECOMMENDATIONS
4.1 Conclusions

Whereas the AB is consistent with the NDPIl in terms of macro and national level
priorities, key gaps still remain especially at the sector and MDA levels. In line with the
assessment framework and criteria in sections, 2.2.2 and 2.2.3 and in line with Section 13(6) of
the PFMA, 2015, the FY2015/16 Annual Budget is 70percent compliant. To arrive at this
overall budget performance, an average of the three key levels of assessment was obtained.
At the Macro level, the annual budget scored an overall performance of 72 percent, the
National Level Assessment scored 78 percent and the Sector and MDA level assessment
scored 59.7 percent.

At macro level, the AB was fully compliant in the areas of: Setting GDP growth targets,
fiscal objectives, human capital development targets, fiscal balance targets among
others. The budget remains on course with setting; real sector policy objectives, inflation
targets, domestic resource targets, Sector Expenditure Allocations, Revenue targets, and
overall average spending targets among others. The key areas of non-compliance were
identified in areas of: non-traditional revenue mobilization, external grants targets, primary
balance target, investment spending targets, net domestic financing targets, public debt
targets, gross international reserves targets, Current account balance targets, money supply
targets, and credit to non-government (private) sector among others.

Despite the AB scaling up of infrastructure allocations in line with the overall goal of
frontloading infrastructure spending, weak performance (at 20.3 percent) and
implementation at half year FY2015/16 could lead to weak outcomes. The first half
outturn performance on human capital development at 46.3 percent calls for more execution
in the second half of the AB if compliance at implementation is to be achieved.

Though the higher investment spending target of 8.6 percent of GDP compared to 6.6
percent of GDP in the NDPII is good in unlocking the economic potential, investment
provisions over and above sustainable levels could destabilise the economy. In terms of
budget outturn, the Energy Sector (at 16 percent budget outturn performance); Public
Administration (142 percent); Public Sector Management (128 percent); and Defence and
Security (128 percent) account for most of the non-compliance at AB outturn level. It’s also
important to note that the low GDP growth outturns may affect realization of middle
income status in line with the NDPII targets and time frames. Indeed, in FY2015/16 GDP
per capita is projected at USD 603.6, lower than the NDPII projection of USD 833.

At the National level, the AB scored higher levels of compliance at the level of the NDPII
theme, objectives, and development strategy although lower compliance levels were
realised at the level of core projects majorly because of the lack of investment ready
projects. Important to note is that, while the FY2015/16AB targeted policy and administrative
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measures to raise more revenues, it does not provide for PPP financing of core projects which
is likely to affect implementation.

At the sector and MDA level, the general lack of strategic plans and non-alignment of
budget instruments to the Sector Development Plans and NDPII contributed to low
compliance levels at sectors. Nonetheless, for those sectors that had approved and aligned
strategic plans, the levels of compliance were generally higher.

4.2 Recommendations

To strengthen compliance there is need to review and redesign planning and budgeting
instruments to align them to the NDP for consistence. The structure of the sector budget
and other respective instruments like BFPs make it challenging to assess the implementation
of the NDP. There is no clear mapping between the NDPII sector objectives, interventions,
budget outputs and specific resource allocations. In the same way, a detailed macroeconomic
framework reflecting macroeconomic targets should be attached to the budget documents
against which assessment will be done, to minimize computational differences, if any during
assessment.

To strengthen compliance assessment at macroeconomic and national levels it’s
important that the budget takes into comprehensive consideration the key NDPII
macroeconomic targets. Notably among others, with the current low levels of growth, the
Budget should take into consideration a higher growth target for the next financial years
to compensate for the low growth out-turn projected in 2015/16s0 as to remain on
course with the NDPII per capita income targets. Investment spending proposals should be
harmonised with the NDPII in order to keep track of the planned outputs, taking into account
policy commitments in the medium term for instance EAC convergence criteria.

All sectors should develop Sector Development Plans which are aligned to the NDPII
and ensure their timely approval to support implementation. All MDAs should thus
develop their strategic plans which are aligned to the Sector Development plans. With this
therefore, all Sector Budget Framework Papers should be informed by the Sector
Development Plans. All MDA work plans should also be drawn from their strategic plans. For
sectors to fast track implementation, it's important that detailed project feasibility studies for
all sector projects are undertaken to support implementation. Sectors should also explore
other financing mechanisms and resource mobilization strategies to support project
implementation.




Annexes

Annex 1: Summary Status on Existence and Alignment of Planning Frameworks.

SECTOR STATUS OF STRATEGIC PLANNING FRAMEWORKS

Agriculture Agriculture has a draft Sector Development Plan which is aligned to the NDPII.
All MDAs don’t have approved Strategic Development Plans aligned to NDPII.

Tourism Tourism has an approved and aligned Tourism Sector Development Plan

2015/16-2019 and a Tourism Master Plan 2014-2024.

Trade, Industry and
Cooperatives

There is a draft Sector Development Plan which is aligned to the NDPII.

Education The sector has no Development Plan. It only has an Issues Paper which is
aligned to the NDPIl and an Annual Work Plan.

Health Health has an approved 5 year SDP which is aligned to the NDPII in terms of
objectives, priority interventions, projects and costing. The timeframe of the
SDP is also consistent to that of the NDPII.

Works and Transport The works sector does not have a Sector Development Plan. The sector only

has a 15 year transport master plan (2008-2023).

Water and Environment

There is no Sector Development Plan. The sector only has an issues paper and
annual work plan as the main planning tools.

Social Development
Sector

It has a draft Sector Development Plan which is aligned to the NDPII. The
priorities and objectives of the draft SDP are consistent with the NDPII
priorities and interventions for the sector.

Information, ICT has an approved Development Plan for the period 2015/16 — 2019/20
Communication, which is aligned to the in terms of development objectives, interventions and
Technology timeframe.

Energy, Minerals and
Petroleum

There is an approved Strategic Investment Plan (SIP) with its objectives
aligned with the objectives of the NDPII but the time horizon is different from
that of the NDP

Lands, Housing, Physical
Planning and Urban
Development Sector

It has an approved Strategic Investment Plan (SIP) 2013/14-2017/18. However,
the objectives and timeframe are not fully aligned with the NDPII.

Public Administration

The Sector has an approved Sector Development Plan which is aligned to the
NDPII in terms of content and timeframe.

Justice Law and Order

JLOS has a Development Plan which is aligned to the NDPIl in terms of
content but not in timeframe.

Accountability

The sector has a development plan that is not aligned to the NDPIl in terms of
content and timeframe

Legislature

Legislature has a development plan aligned to NDPII in terms of content but
not aligned in terms of time frame.

Public Sector
Management

PSM has a SIP that expires in June 2016 which is not aligned to the NDPII.

Defence and Security

The Sector has no Development Plan but only has an Issues Paper which is
aligned to the NDPIl and an Annual Work Plan
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