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FOREWORD

This report highlights the performance of the Local Government Finance Commission
(LGFC) during FY 2012/13. During the period, the Commission registered a degree of
success despite many challenges especially on financing for effective service delivery.

The Commission reviewed its Strategic Plan including the vision, mission and strategic
objectives to make it rhyme with the National Development Plan (NDP) and the Public
Sector Management Investment Plan (PSM-SIP).

The Review of Local Government Financing, Management and Accountability for
Decentralised Service Delivery was finalised, the findings of which were shared with
and received feedback from, the Sessional Committee of Parliament on Public Service
and Local Governments, the Honourable Ministers for MFPED and of Local Governments
and their technical staff.

In addition, the Commission implemented the planned activities for FY 2008/09 -
2011/12. Major among them was producing an Advisory note to H.E. the President
which was presented to him by the 4th Commission on 3rd June 2012 in accordance
with Article 194 (1) of the Constitution of the Republic of Uganda (1995).

The term of office for the members of the 4th Commission ended in October 2012.

The Local Government Finance Commission (LGFC) is grateful to all stakeholders in the
fulfilment of its mandate.

Special appreciation is extended to the Parliament of the Republic of Uganda especially
the Sessional Committee on Public Service and Local Government; the Minister of
Finance, Planning and Economic Development and the Hon. Minister of Local
Governments.

Gratitude also goes to the Uganda Local Government Authorities Association (ULGA)
and Urban Authorities Association of Uganda (UAAU) for their continued support and
contribution towards effective negotiations on the utilisation of conditional grants
between sectors and local governments as speculated under Article 193 (3) of the
Constitution of the Republic of Uganda.

Lastly, I wish to thank the 4t Commission Chairperson, Vice Chairperson and all the
members for consolidating the foundation on which we are continuing to build for
viable Local Governments financing.

Recognition is also made of the staff at the Commission for ensuring that there is sound
day to day management of the secretariat and continue to design programmes and
outputs for all the stakeholders to contribute.

Tom Matte
CHAIRPERSON
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ABOUT THE REPORT

This is the 11th Annual Report of the Local Government Finance Commission. It is
covering FY2012/2013.

Section Onepresents the Mandate, revised Mission, Vision, Functions, and Core Values
of Commission. The section highlights the Commission’s efforts towards achieving the
medium term objectives laid out in the Strategic Plan 2012/13 - 2015/16.

Section Two covers the performance of the approved Annual Work plan for FY 2012/13
according to each medium term objective and a description of implemented activities.

Section Three highlights the progress made in implementing some of the
recommendations from the Study to Review the Local Government Financing,
Management and Accountability for Decentralised Service Delivery.

Section Four deals with collaboration with stakeholders within the legal and policy
framework of Public Sector Management (PSM).

Section Fiveoutlines the financial performance of the Commission for the financial year
under review FY 2012 /13.

Section Sixprovides the Commission’s recommendations on LGs revenue distribution
and generation as well as proposals to mitigate the challenges faced by the Commission
in implementing its activities.

Annexesare attached at the end of the report together with the organisation structure
and staffing of the Commission.



EXECUTIVE SUMMARY

During the FY 2012/13, the Commission implemented four strategic areas as provided
for in the Strategic Plan (FYs 2012/13 - 2015/16) namely; (1) to Contribute to the
improvement of the state of funding for LGs in the national budget; (2) To Promote
equity in resource allocation among LGs; (3) To Support LGs to improve Local Revenue
performance; and (4) To Enhance the institutional capacity of the LGFC to effectively
perform its mandate.

The above strategic areas are linked to Strategy 8 Sections 8.11 of the National
Development Plan (NDP) and to the Public Sector Management Investment Plan (PSM-
SIP) that seeks to strengthen coordination of the implementation of government
policies and programs to improve public sector management and improved service
delivery.

In the FY2012/13, out of the Shs 4,030,886,616 budgeted, shs 3,858,726,175 was
received, representing 95.7%. The deficit was Shs 172,160,4411.

Achievements:

During the period under review, the Local Government Finance Commission

achieved the following:

x Completed the holistic review of the Local Government Financing Study and
submitted the report to Government for consideration and adoption of the
recommendations. During the completion exercise, ministerial consultations
were conducted to validate the key findings and recommendations and their
policy implications.

x Convened the Local government Budget Committee to review the agreed positions in
the Annual Sector Conditional Grants Negotiations in May 2012 and the way forward,;
and also reviewd the planning and budgeting proce$or local governments.

X Provided technical support in budget formulation process to 30 local governments. to
orient and guide on how to follow all the steps of the budget cycle and the provisions
of the Budget Act 2001 and the Sector Budgeting Manuals so as to avoid the pitfalls
experienced over time in their budgeting process.

x Convened and facilitated Negotiations on effective implementation of conditional
grants programmes and agreements were signedwith 6 sectos out of the 7 expected
to attend nwmely:

0 Ministry of Water and Environment;

Ministry of Health;

Ministry dfrade, Industry and Corporative

Ministry of Agriculture, Animal Industry and Fisheries;

Ministry of Works and Transport;

Ministry of Gender, Labour and Social Development;

Negotiation wih the Ministry of Education was natarried out because the

negotiation team was not dully constituted by the accounting officéie $ector

O O O O O o

1 LGFC Accounts Repcords



conditional grants guidelines wer@so reviewed as agreed by both the sector
ministries and Local governments.
Began the task of reviewing the grants allocation formulae to incorporate the cross-
cutting issues of gender, environment, HIV/Aids and poverty as required under the
National Development Plan (NDPhe taskto be completed in the FY 2013/14.
Analyzed 133 vote level approved annual budgets for local governments for
compliance with legal provisioris order to secure information that would be used to
support advocacyactivities for budgetary allocations to local governments, promote
greater transparency in thbudget process and greater responsiveness to the needs of
the people and enable stakeholdet® share information on the state of local
government funding.One of the key findings was that out of the 133 vote level budgets,
only 5 districts and 2 Municg councils did not approve balanced budgets.
Provided Technical Support on Property Rate Collection in 35 urban councils

with the support focusing on the following:
U identifying the uncollected revenues from the property rates

0 Assisting LGs in developing new and updated property rate registers and valuation
list for preparing demand notes.

U Building the capacities of LGs in property rate administration.

U Identifying property rates lost as a result of exemptions of occupied residential

houses.

Conducted policy dialogue with Local Revenue Enhancement Coordinating
Committee (LRECC) members on the performance and challenges in the
administration of the current local revenue sources and policy issues and came up
with a way forward to enhance collection of revenues. Recommendations were
made to responsible ministries/Agencies/Departments to consider as for better
implementation of the instrument

Conducted regional meetings to assess the progress made on the
implementation of lessons learnt from Local revenue enhancement best practices
and exchange visits conducted by different local governments during the period
under review.

Conducted a deeper study on some key recommendations from Holistic review of
Local Government financing on local revenue enhancement. The study focused on the
recommendations for improving existing revenue sources and review of the general
framework with a view of streamlining exemptions in property rates and other
sources.

Strengthened and Streamlined the Manual Records System in the Commission by
training of staff.

Conducted training on Public Services Management Practices for all staff
Inducted all staff on the ICT Policy that was developed during the year.

Reviewed the # 1 | | EOOET 1 6§ O afi@hduded £nkw dhéd fdrithe FY
2012/13 - 2015/16.



1.0 INTRODUCTION

1.1 Mandate and Functions of the LGFC

The Local Government Finance Commission (LGFC) is established under Article 194 (1)
of the Constitution of the Republic of Uganda (1995) with the mandate and functions as
defined under Article 194 (4) of the Constitution and the operational framework as
provided for in the Local Government Finance Commission Act (2003).

The functions of the Commission are elaborated in section 9 of the Local Government
Finance Commission Act (2003)are largely of an advisory nature and include:-

a) Advise the President on all matters concerning the distribution of revenue between
the Government and Local Governments and the allocation to each Local
Government of money out of the consolidated fund.

b) Consider in consultation with the National Planning Authority and recommend to
the President the amount to be allocated as equalization and conditional grants and
their allocation to each Local Government.

c) Consider and recommend to the President potential sources of revenue for Local
Governments.

d) Advise the Local Governments on appropriate tax levels to be levied by Local
Governments.

e) Mediate in case a financial dispute arises between Local Governments and advise the
Minister accordingly.

f) Analyze the annual budgets of Local Governments to establish compliance with the
legal requirements and notify the Councils concerned and the President through the
Minister for appropriate action.

g) Recommend to the President through the Minister, the percentage of the National
Budget to be transferred to Local Governments every financial Year.

h) Recommend to the President, Central Government taxes that can be collected by
Local Governments in their respective jurisdiction on an agency basis.

i) Perform such other functions as may be prescribed by law.

1.2 Vision Statement
The Vision of LGFC is Financially Sustainable Local Governments

1.3 Mission Statement
The Mission of LGFC is to offer credible and evidence-based advice to government on
financing Local Governments.

1.4 Core Values

To achieve the above the Commission operates through participation, consultation,
networking and advocacy with key stakeholders guided by the following core values:

a) Professionalism;

b) Commitment;

c¢) Team Work.

d) Transparency and Integrity;

10



1.5 Medium Term Objectives

In the FY 2012/13, the Commission started implementing the new Strategic Plan for the
period FY 2012/2013 - FY 2015/16 which emphasizes the following Strategic
Objectives:

9 Contributing to the improvement of the state of funding for LGs in the national
budget

1 Promoting equity in resource allocation among LGs

9 Supporting LGs to improve Local Revenue performance

1 Enhancing the institutional capacity of the LGFC to effectively perform its mandate

2.0 ANNUAL PERFORMANCE FY 2012/2013

2.1 Introduction

This section highlights the performance of the Commission under the a fore said four
strategic areas provided in the corporate strategic plan 2008/09 to 2011/12 namely
(1) Contributing to improvement of the state of funding for LGs in the national budget;
(2) Promoting equity in resource allocation among LGs; (3) Supporting LGs to improve
Local Revenue performance; and (4) Enhancing the institutional capacity of the LGFC
to effectively perform its mandate. The strategic objectives are in line with the overall
decentralisation policy, Public Sector Management Strategic Investment Plan and the
NDP.

2.2. Contribute to Improvement of the State of Funding for Local
governments in the National Budget

During the year under review, the Commission planned and implemented activities
towards the contribution of the state of funding for local governments as indicated
below:
i)  Completed the Holistic review of Local Government Financing
ii) Supported the operations of the Local Government Budget Committee
iii) Provided technical support to selected local governments in budget formulation
process
iv) Facilitated Negotiations on sector conditional grants disseminate and monitor
implementation of agreements.
v) Reviewed Grant Allocation Formulae to incorporate cross- cutting issues, and
vi) Analyzed and Tracked approved Annual Budgets of 133 Local Governments

2.2.1 Completion of the Holistic Review of the Local Government Financing Study
The study to review the Local Government financing focusing on Adequacy of Financing,
Management and Accountability for Decentralized Service Delivery started in 2012 was
completed.

The report was subjected to critiques through national stakeholders’ consultations and
policy dialogues with the Ministry of Local Government and the Ministry of Finance.
Some of the key findings and recommendations have legal and policy implications aimed at
strengthening fiscal decentralization with sustainable financing of local governments.
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An Advisory Note highlighting the major recommendations was prepared and
submitted to H.E. the President for his input before the report is finalized and a Cabinet
Paper prepared.

2.3 Support the operations of the Local Government Budget
Committee

The Local Government Budget Committee (LGBC) was established under the framework
of the Fiscal decentralization Strategy to facilitate stakeholder dialogue on Budget
formulation issues. During the period under review, four LGBC policy dialogue
meetings were planned for the Financial Year 2012/13 (One per quarter) but due to
unavailability of funds, only one meeting was held in September 2012.

The meeting was attended by participants representing the local governments, Sectors
as well as cross cutting ministries and agencies. The following policy issue4s were
discussed:

The Following issues were identified and recommendations were made;

LGs noted that the agreement that provided that the PS/ST should approve requests by
LGS to have him approve the contracts committees within 2 weeks had not been
effected as in the case of Wakiso District whose Contracts Committee expired in August
2012. The PS/ST was requested to approve the new contracts committee in June but no
action had been taken by September 2012.

It was recommended that the approval of Contracts Committees by MoFPED should
be handled with the urgency it deserves.

LGs reported that they always get funds from Sector Ministries without guidelines as to
the specific Sector that has released the money and the purpose. Sometimes money is
credited to the accounts without the knowledge of the accounting officer, the CAO or
Town Clerk.

It was recommended that when the funds are disbursed, LGS should be informed
accordingly. All releases should be published in public media.

It was noted that, LGs were grossly understaffed due to limited funding provided for
recruitment.

It was recommended that Government should increase the wage bill to enable LGs
improve their staffing levels to at least 65%.

It was noted that although the grant allocation formulae are vital, few grant allocation
formulae had been given t in the national LGBFP for the financial year. This had resulted
into rampant complaints about allocation of resource as the parameters used are
unknown to some LGs.

The issue of high day population in urban councils was identified as a challenge because
the resources provided are always intended for the night population, which is far less
compared to the day population. This has resulted into a lot of pressure on services.

It was recommended that for every grant given to LGS, there should be a formula,
the numbers/ stati stics and source of statistics. There should be a section for the
allocation formulae documented as part of the National BFP. The day population in

12



urban centers should be documented in the next Population and Housing Census

x It was noted that over 90 LGs had submitted their Performance Form Bs but had not
received approval from MoFPED due to several issues e.g. unbalanced budgets, poor
distribution of and poor allocation of local revenues, irrelevant and unrelated
narrations, irrelevant executive failure to allocate money to some out puts among
others. CAOs were signing LGOBT with the water marks showing that the LGOBT is
incomplete. These plus several other issues have affected the quality and completeness
of the LGOBT.

It was recommended that:

U MOFPB should plan a thorough training for CAOs, HODs planners, Accountants
and those who enter the data , on how to use the LGOBT tools. This training can
be done at three different levels so that all key players are able to appreciate the
document. Sectors should also assist in training their departmental officers
during their workshops and sector reviews.

U The LGOBT should be computerized for eased usage. MoFPED reported that a
consultant will be engaged for this purpose. Once accomplished, Moped will
issue gperational guidelines for LGs and center. The computerized LGOBT should
be uploaded in every district and Municipal Council. CAOS and Town Clerks
should ensure that they stay at the LGs with their staff during this period

2.4. Provision of Technical Support to Selected Local Governments
in Budget Formulation Process

The LGFC under the Fiscal Decentralization Strategy is mandated to oversee the budget
formulation process of local governments The introduction of the performance contract
form B as a government initiative to improve and strengthen the budgeting and
reporting modality and enhance timely release of funds had necessitated support to
local governments in the area of harmonization of the use of form B, later on the use of
OBT and compiling the LGBFP and budget estimates..

In addition, the Commission receives and analyses local government Budgets and
Budget framework papers. Results from the analysis have consistently reflected
capacity gaps regarding the budgeting process.

Thirty Local Governments? were given orientation and guidance on how to follow all the
steps of the budget cycle and the provisions of the Budget Act 2001 and the Sector
Budgeting Manuals so as to avoid the pitfalls experienced over time in their budgeting
process.

Challenges Faced in LG budgeting Process

2 These include 4 Municipal council of Hoima, Kasedgudsbakaand, Arua , and the 26 districts of Gomba ,
Kalangala, Zombo, Mitooma, Abim, Bukedea, Nakasongola, Mityana, Bududa, Kumi Lyantonde, Rukungiri, Ibanda, Rt
BushenyKamwenge, Isingiro, Bukomansimbi, Otuke, Kibuku, Kibale, Maracha, Butaleja, Kitgum, Yumbe, Kaberamaido
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x  Some of the LGs have fully functional Budget desks but it is difficult for them to carry
out a proper budgeting process due to lack of personnel in the existing offices
especially the planning department.

x  The LGs have staffing gaps in the positions of parish chiefs, the main key players in
community mobilization during the budget formulation process. This limits their
efforts to employ participatory planning and budgeting. The budget desks do not sit
regularly due to insufficient funds.

x LGs have some untrained staff; most of whom are in acting capacity. They find
implementing the budget difficult especially where the district has no substantive
planner. This weakens the budget desk and limits its capacity to lead the budget
formulation process.

x  The resources from local revenues are so low that the implementation of the budget
difficult as the councils lack money for co-funding, funding the budget desk activities
and consulting lower local governments in the budgeting process.

x  There is dwindling autonomy as on part of local government in the implementation
of the budget because most LGs use 99% of funds from the center.

x  Some HoDs still lack technical skills of working with the LGOBT. All planners
however were conversant with the tool.

x The LGs don’t have up to date data on which to base their budgeting and planning
decisions. The data about population in sub counties, villages and parishes is not
consolidated and sorted in order to have an effective budget.

Recommendations

x Both Newly created and old Local Governments have challenges in budget
formulation and therefore require provision of continuous technical assistance to
enable them operate optimally. This activity should be conducted regularly until the
quality of LG Budgets and BFPS improves

x  LGFC should regularly train LGs in the budget formulation process. All HODs should
be trained in the application of the OBT instead of relying on the planner.

x A midterm evaluation of the local governments Development Plans should be
conducted to see what they have achieved or failed to achieve in order to fill the
existing gaps in their plans and budgets.

The Government should fill the staffing gaps in LGs up to 65%.
LGs should be assisted to establish a fiscal database of their local revenues and other
statistics to be utilized in the planning and budgeting process.

14



2.5. Facilitate Negotiations on Sector Conditional Grants,
Disseminate and Monitor Implementation of Agreements

Background

Negotiations between Sector Ministries and Local Governments are enshrined in Article
193(3) of the Constitution of the Republic of Uganda which states that Conditional
grants shall consist of moneys given to local governments to finance programmes
agreed upon between the government and local governments; and shall be
expended only for purposes for which it was made and in accordance with the
conditions agreed upon.

Every year, the Centre provides grants to Local Governments through sector ministries
to implement some decentralized services. These grants are accompanied by
implementation guidelines which state the purpose for which the grant is given and
modalities of transfer. It is important that both parties get a common ground regarding
each party’s obligations in implementing the agreed programmes.

The Local Government Finance Commission is mandated to organize meetings between
the Local Governments And Sector Ministries to negotiate the modalities for Conditional
grants. LGFC therefore organized and facilitated the Negotiations from 11th to 15th
March 2013.

Objectives of the Negotiations

The general objective of the negotiations is to ensure that Local Governments and sector
ministries agree on priority undertakings regarding the implementation of the
conditional grant programmes in respective sectors.

The specific objectives of the negotiations are:

x  To review the status of implementation of the previously signed agreements.

x Agree on priority undertakings for expenditure of the Conditional grants for FY
2013/2014

x To reach agreements between Local Governments and Sector Ministries on the
content of sector guidelines to implement in conditional grants funded programmes.

x To clarify to all stakeholders what part of national sector policies, Local
Governments are mandated to implement and what resources are available during
the year being negotiated for.

Participating Institutions
The local governments were represented by the Uganda Local Government Negotiation
and Advocacy Team (UNAT) and the Sector Ministries were represented by their
respective sector managers. The sector Ministries that participated are:
1. Ministry of Water and Environment;
2. Ministry of Health;
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Ministry of Trade, Industry and Corporative;

Ministry of Agriculture, Animal Industry and Fisheries;
Ministry of Works and Transport;

Ministry of Gender, Labour and Social Development;

o Ul W

The negotiations were witnessed by Ministries and Public Agencies that handle cross
cutting issues i.e.; Ministry of Local Government, Ministry of Finance, Planning and
Economic Development, Ministry of Public Service and National Planning Authority.

One of the major roles of the witnesses is to give expert information on the issues
brought forward for negotiation.

Agreements were reached and signed between the UNAT and sector Ministries.

Challenges faced
The following challenges were identified:

Insufficient Implementation of the signed agreements

It was noted that almost 75% of the provisions of the previously agreement had not
been implemented by both parties especially the sector ministries. This had affected
service delivery in LGs. The meeting observed that bringing up the unfulfilled
agreements provisions again was time and resource consuming which undermines
effectiveness.

Failure by Sector Ministries to send the right level of representatives to the
negotiations.

None of the sector teams was led by a Permanent Secretary to show high level
commitment to the negotiations exercise. The worst culprit was Ministry of Education
and Sports whose delegation reported late to the venue of the negotiations, without the
agreed instrument of delegation by the Accounting Officer and without key technical
staff representing key departments like UPE. They promised to reschedule their
negotiations meeting with UNAT. Therefore, the Education Sector did not participate in
the negotiations for FY 2013 /14

Timing.

The participants noted that the Negotiations should be held at the beginning of the
budget process so that they feed into the national budget process. The time at which
they were held was too close to the end of budget formulation to extent that the
negotiations would not influence anything in the National Budget apart from
implementation guidelines.

Failure by Sector Ministries to share the Revised Guidelines with Key
Stakeholders

16



After the negotiations, sector guidelines are supposed to be revised where necessary
and shared with the Secretariat/LGFC and the Local Governments. It was however
noted that sector ministries have not been promptly sharing the revised guidelines with
the Secretariat/LGFC and the Local Governments.

Lessons learnt

The implementation of agreed undertakings by sector ministries and LGs and other
stakeholders has been improving over time. The major reason for the existing
implementation gaps is insufficient funding of some mandates.

Once this is solved, the implementation of sector guidelines will improve as well as
service delivery by LGs

Key Recommendations Made
Out of the negotiations came the following recommendations:

9 As part of budget preparation, the staffing challenges in community development
department of the Local Governments should be presented during the Cabinet
retreat to cause it to influence resource allocation for the following financial year. It
should also be presented during the Inter-Ministerial consultations.

1 The CDOs who are now working as sub-county chiefs should be returned to their
respective offices.

1 Negotiations on Sector Conditional Grants should take place before Sector Reviews
to help find out if Sectors have incorporated what is agreed into their guidelines.
UNAT and ULGA should carry out their consultations by July so that Negotiations are
completed by August.

9 During Negotiations, the Centre and LGS should agree on programs also not only the
conditions as per Article 193 (3) of the Constitution.

9 The OBT should be reviewed to make it flexible for sectors to incorporate what has
been agreed in order to make it possible to assess the status of implementation.

9 The Office of the Prime Minister (OPM) should effectively coordinate sector reviews
as early as possible so that the annual performance report to be presented to annual
retreat. All sectors should complete their annual reports by September to feed into
OPM annual report and later into JARD

9 The Midterm review should be undertaken on time to ensure that effective follow up
is made on all parties to implement all their undertakings. All sectors are obliged to
participate as per the signed agreements

9 In future the negotiations should be budgeted for and carried out by September so
that they feed into the LGs and National Budget formulation process

1 The Sector Ministries should share the revised guidelines with LGFC secretariat,
Local Governments and other key stakeholders within one month after the
negotiations
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9 In future, all sectors and cross cutting Ministries should ensure that they participate
in the Negotiations and Permanent Secretaries, Commissioners and Directors should
comprise the delegation.

2.6 Review Grant Allocation Formulae to incorporate cross-
cutting issues.

Based on recommendations of the NDP, LGFC embarked on a study to review the grants
allocation formulae to make them responsive to cross-cutting issues of HIV/ AIDS,
Gender and Environment. The study is supported by a number of studies that were
conducted by the Commission on Local Government financing, sector Grant guidelines
and ministerial policy statements on cross-cutting issues.

Rationale for the study

Most grants allocations to a large extent do not address the effects of cross cutting
issues such as environment on the district workers, users and communities. Grants in
parent departments like gender FAL and CDW which were supposed to address some
attributes of cross cutting issues are too fragmented to make any meaningful impact.
Gender inequalities are still pronounced especially in the post-conflict areas of the north
in key sectors like education, health and water. This has disrupted peoples incomes,
social outcome, less than national averages in literacy, malnutrition, maternal mortality
and fertility among others.

Objectives of the study
To review of grants allocation formulae to Local Government to respond to challenges
and cross cutting issues including HIV/AIDS, environment and Gender

Implementation status
A concept note for the study was completed. Current policies on cross cutting issues

(AIDs/HIV) were reviewed with the view of mainstreaming them into resource
allocation parameters. Peculiar issues of cross cutting nature which affect regions and
LGs in delivering services to communities were identified and quantified.

The Way Forward

91 There is need to focus on all population types (users, LG workers and communities),
covering all three dimensions of sustainable development namely economic, social
and environmental.

1 The study will be expanded to cover 60 districts, 60 town councils and 13
municipalities selected on the basis of regional balance.

9 Five sectors of education, water, health, works and production will be studied.
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Ten grants will be included, selecting at-least two from each of the sectors, based on
the size of the grant.

2.7. Local Government Budget Analysis and Tracking

Purpose

Analysis of approved annual budgets of Local Governments is intended to establish
whether there is compliance with the legal requirements under section 9 (f) of the Local
Government Finance Commission Act, 2003.

Objectives of Local Government Budget Analysis

The objectives of the Budget analysis are to:

=A =8 =4 =8 -4

ensure compliance with legal and regulatory provisions

secure information that would support advocacy for financing of local governments
promote greater transparency in the budget process

promote greater responsiveness to the needs of the people, and

enable stakeholders share information on the state of local government budgets

Key Findings
Revenue and expenditure Performance

Overall, district revenues performed at 89% with the lowest performer being the
donor funding at 53%

Direct Government transfers as a source of revenue to local governments
performance was over 90%

The performance of other government transfers being at about 70% is a concern
since both direct and indirect transfers come from the same source i.e. Ministry of
Finance, Planning and Economic Development

There is provision in the OBT for local governments to provide reasons for revenue
performance. = However, that opportunity was not utilised and generally
explanations for revenue performance were not given. This makes policy dialogue
of the challenges difficult.

The quality of information given as explanations for revenue performance and
projections were not adequate

The sector expenditures are not equal to total approved budgets and this is the same
on the budget outturn indicating that there is an imbalance in the overall approved
revenue budget and expenditure plans for both districts and municipal councils.
This raises the budget credibility issues

The expenditure for the health sector for both district and municipal councils are
over 100% compared to the approved budgets. This is an indication that the
department receives extra funds which may not have been part of the approved
budget

The expenditure outturn for the works department (water and roads at 76% and
63% respectively) was far below the average of 90% recorded for districts. The
municipal councils’ works department performed at 64% compared to the average
of 82%. This points to the fact that there are un explained issues affecting the
performance of the works department.
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Overall some resources amounting to Ugx 12.5bn for districts remained unspent
despite the fact that concerns have been raised in terms of inadequate grant
transfers to local governments.

A number of districts approved and submitted unbalanced budgets as indicated in
the table below:

Districts that Approved and Submitted Unbalanced Budgets for FY 2012/13

Total Revenue Total Total Revenue

{ 3EO Expenditure minus Total

{ 3EO Expenditure

507 BUSIA 22,373,449 20,515,816 1,857,633
534 MASINDI 19,961,879 19,376,827 585,052
568 MITYANA 21,060,009 21,020,779 39,230
570 AMURU 21,920,491 21,917,575 2,916
581 AMUDAT 7,307,970 7,310,889 (2,919)
524 KIBAALE 29,944,457 29,944,449 8
541 MUBENDE 30,330,391 30,330,386 5
548 PALLISA 23,982,874 23,982,870 4
577 MARACHA 15,498,864 15,498,868 (4)

Source: LG Approved Budgets FY 2012 /13

Local Revenue Allocations to Departments (Recurrent and Development)
The Administration department was allocated the highest amount accounting for
23% of the total amount allocated to all the sectors/department in the district local
governments
The amount of local revenue allocations to the sectors was less than the total local
revenue expected from the local revenue sources indicated in the district local
government budgets. No explanation was given
The total local revenue expected from the local revenue sources indicated in the
district local government budgets is less than 50% of the amount indicated in the
Executive Summary table as Locally Raised Revenue. No explanation was given

Local Development Grant Allocations to Departments

The Administration department was allocated the highest amount accounting for
42% of the total amount allocated to all the sectors/department in the district local
governments

The amount of local development grant allocations to the sectors is less than the
total local development grant expected. The amount of local development grant

20



allocations to sectors stands at slightly above 50% of the total local development
grant expected by all the district local governments

The amount of local development grant allocated to development projects for
district local governments is 100%. This is a good practice given than the grant is a
‘development’ grant

Recommendations on Revenue and Expenditure Performance
All the grants to local governments should be mainstreamed into the direct transfers
to improve of the amount of funds reaching local governments for service delivery
Local governments should be sensitised on the type of information that should be
provided as explanations for revenue performance and projections
Local governments should be guided on the principles for budgeting for donor funds
The reasons for improvement in local revenues should be explicit with figures per
revenue head.
The OBT should be updated to ensure that the approved revenues are programmed
into expenditures so that there is a balance
The causes of over performance of the health sector should be established to ensure
that all the expected revenues is planned for and accordingly approved by the
relevant organ of council
The causes of under performance of the works department in both districts and
municipalities should be identified in order to improve performance
Constraints to absorption of funds by local governments should be clearly
documented in the budgets to enable policy makers address them.

Unconditional Grant (Non-wage) Allocations to Department (Recurrent and
Development)

The Administration department was allocated the highest amount accounting for
30% of the total amount allocated to all the sectors/department in the district local
governments

The amount of unconditional grant (non-wage) allocations to sectors stands at 39%
of the total unconditional grant (non-wage) expected by all the district local
governments, leaving about 60% unallocated

The amount of unconditional grant (non-wage) allocations to development
programmes stands at below 6% of the total unconditional grant (non-wage)
allocations, leaving over 94% to recurrent programmes

Donor Funding Allocations to Departments (Recurrent and Development)
The Education department was allocated the highest amount accounting for 26% of
the total amount allocated to all the sectors/departments in the district local
governments
This was closely followed by Roads &Engineering at 24%
Health and Water were allocated 19% and 13% respectively
The amount of donor funding allocations to development programmes stands at
over 99% of the total donor funding allocations, leaving less than 1% to recurrent
programmes

General Challenges
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Late receipt of approved budgets

More cases of un-balanced budgets compared to FY 2011/12 despite assurances

from the (MoFPED) that the software ensures that budgets must balance

91 The proportion of recurrent expenditures in local governments’ budgets is too small
to cope with proportionately larger development expenditures.

1 Different LGs have different expenditure levels compared to the national average.
Some have significantly higher levels under the Administration expenditures, multi-
sector transfers etc. On the other hand many districts have very insignificant
budgets on planning, finance, natural resources management and internal audit. We
therefore, need to know how this is happening and how districts are copying.

1 Some local governments did not allocate all the estimated revenues (especially for

local revenues, LDG, UCG, etc.) and some over allocated hence creating deficits

= =4

General Recommendations
i.  The Ministry of Finance, Planning and Economic Planning, should enforce
submission of the approved local government budgets.
ii. ~ The LGOBT should be revised to ensure that:
I Nolocal government submits an unbalanced budget
9  Allfields like the multi-sectoral transfers to LLGs are filled by all districts
and the information to be filled in must be clear to the local governments to
avoid distortions
1 Lower local governments’ outputs are captured at the higher local
government budgets
1 Allrevenue as estimated is allocated to the different outputs in the budgets
iii.  LGs should allocate all the budgeted funds
iv.  LGs should stop ‘creating’ their own local revenue source names that are
different from those in the GOU/MoFPED COAs. The LGs should report local
revenue sources under the COAs as given in the LGOBTs by MoFPED.

2.8. Analysis of Local Government Releases for FY 2012 /13

The analysis of the release performance was carried out per quarter to track the
schedule whether on track or not. At the end of the financial year, a comprehensive
analysis was carried out per grant, per vote, per category and per region.

Release of Development Grants

The total Development Grants Released in FY 2012/13 was 77% of total FY 2012/13
approved Budget Estimates. The highest performing development grant was NAADS at
97% of the estimated amount for the financial. This was basically because; the last
release for NAADs was in the third quarter. The rest of the other development grants
each performed at between 64 and 71%. Overall, the performance of the development
grants was below average for all the grants because, there was no release in the fourth
quarter.

The worst performing category of local governments on development releases were
municipal councils.

Release of Non-wage Recurrent Grants
The total Non-Wage Recurrent Grants Released in FY 2012/13 was 99% of total FY
2012/13 approved budget Estimates. The lowest performing non-wage recurrent grant
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was Hard to Reach Allowances at 86% of the estimated amount for the financial year.
The rest of the other non-wage recurrent grants each performed at 100% except
Environment and Natural Resources which performed at 99% of the total estimated
amount. Overall, non-wage recurrent grants performed to very satisfactory levels for
almost all the grants in this category.

Releases for Wage Recurrent Grants

The total Wage Recurrent Grants Released in FY 2012/13 was 97% of total FY 2012/13
approved Budget Estimates. Figures also indicate that no funds were released for
Community Polytechnics, National Health Service Training Colleges, Technical and Farm
Schools, and Technical Institutes. PHC Wage performed at 106% well over the estimated
amount. Over Shs. 180b was released against the estimated Shs 169b.

Overal, development funds were not released in the fourth quarter. However, of the
release, municipal councils performed poorly. Thirdly, a number of local governments
performed below average of 93%. Key among these are Amudat, Moroto, Kalangala,
Buvuma, Nakapiripirit, Agago. Such districts seem to fit in the category of hard to reach
and hard to stay areas.

Key Findings on Revenue and expenditure Projections for FY 2012/13

- The overall revenue for FY 2012 /13 was projected to grow by 15% when compared
with approved budget for FY 2011 /12.
The projection for locally raised revenues and donor funds were extremely out of
range at 83% and 72% respectively. One of the reasons given was that the district
budgets are now to reflect the lower local governments’ revenues in their budgets
hence the 83% growth anticipated in locally raised revenues. That will be assessed
when the budget performance for FY 2012/13 is produced (in the FY 2013/2014
budgets)

District Local Governments Expenditure Projections by Category

Expenditure Category 2012/2013 % of Total Planned
Approved Budget Expenditure
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Wage Recurrent 1,000,056,915 45%
Domestic Development 534,453,755 24%
Non-wage Recurrent 514,874,444 23%
Donor Development 194,706,508 9%
Total Planned Expenditure 2,244,091,622 100%

District Local Governments Expenditure Projections by Category

Expenditure Category 2012/2013 % of Total Planned
Approved Budget Expenditure
f OmnmQ
Wage Recurrent 78,487,940 38%
Non-wage Recurrent 65,817,692 32%
Domestic Development 54,785,942 26%
Donor Development 8,753,313 4%
Total Planned Expenditure 207,844,887 100%
y Observation

Ke

Wages constitutes a significant proportion of local government expenditures and
recurrent non wage the smallest. In the case of districts, the 23% for non-wage
recurrent is a small proportion of the budget to enable local government carry out
operations and maintenance for service delivery. This is in line with the findings
from the study on Local Government Financing that recurrent non-wage is severely
under provided in the budget leading to significant gaps in service delivery.

Key Recommendation

il

Government should allocate more funds to the non-wage recurrent budget to enable
local government maintain and improve the services already in place as also
recommended in the report on local government financing.

The under performance of the development releases to municipal councils needs to
be investigated to find out the cause.

The below average releases to some districts especially those categoried as hard to
reach and hard to stay also needs to be investigated to address the cause.

2.9. Support LGs to improve Local Revenue performance
This section covers the activities conducted to support LGs develop strategies of
increasing their local revenue in accordance with the LGFC mandate and Strategic Plan.
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The strategy for LGFC in support of LGs is to identify, review and recommend

implementation measures for local revenue sources. During the year under review, the

following activities were planned and carried out:

9 Provide Technical Support for Property Rate Collection

1 Conduct Local Revenue Enhancement Coordinating Committee Meeting

1 Conduct follow up regional meetings on progress in the implementation of lessons
learnt from Local revenue enhancement best practices and exchange visits.

1 Understudy on Existing Local Revenue Sources and Streamlining of ~Exemptions in the
Collection.

9 Analysis of the Trend of Local revenues

Provide Technical Support for Property Rate Collection

Technical support in the collection of property rates was conducted in 35 out of 40
planned and selected urban councils in the financial year 2012-2013.

The focus of the technical support was to improve to performance of property rates in the local
governments and specifically through the following:

a) Identifying the uncollected revenues from the property rates

b) Assisting LGs in developing new and updated property rate registers and valuation list for
preparing demand notes.

c) Building the capacities of LGs in property rate administration.

d) Identifying property rates lost as a result of exemptions of occupied residential houses.

The technical support was conducted for the LG technical staff and executive political
leaders. In this exercise emphasis was made on the cross checking of valuation rolls for
any errors and the initiative of all LGs preparing supplementary registers. Critical data
was also collected and it included numbers of registered properties as well as the
numbers of demand notes, identifying uncollected revenues from property rates and
building capacities of local government officers in property rates administration. The
councils provided indication on the expected revenues from the categories ratable
namely; commercial, industrial, rented, central government building and owner-
occupied premises.

Issues from the technical support

1 It was noted that there is a substantial number of new properties in the councils and
are not valued and therefore the local governments requested for assistance from the
central government to value these properties.

i In addition the local governments have a lot of property rates foregone from the
exempted owner-occupied residential buildings and yet these category forms the
largest proportion of buildings in the urban centers.

Local Revenue Enhancement Coordinating Committee Meeting

One (1) out of four (4) normally planned policy dialogue meetings was conducted with

members of the Local Revenue Enhancement Coordinating Committee in the financial

year 2012-2013. This was due to the budget cuts the Commission suffered in the

previous year. The meeting discussed the performance and challenges in the

administration of the current local revenue sources and policy issues and came up with
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a way forward to enhance collection of revenues. Recommendations were made to
responsible ministries/Agencies/Departments to consider as for better implementation
of the instrument, notably:

a) A study should be undertaken on the collection of revenue from the fisheries
sector where only licensing of fish transporters is being done by local
governments, the rest of collections are done by centre.

b) The possibility of instituting a levy on telephone masts in form of operating
permit should be conducted.

c) Issuing Circulars from the central government to LGs on Local revenue
collections should be harmonized.

d) The feasibility of levying development fees on contracts awarded by local
governments should be determined.

e) The MoLG should be advised to shorten the period of approval of Ordinances for
local revenue collection.

Conducting Follow up Through Regional Meetings on Local Revenues

This exercise involves assessing the progress in the implementation of lessons learnt
from Local revenue enhancement best practices and exchange visits conducted by
different Local Governments.

Two (2) out of four (4) usually conducted regional meetings on local revenue
enhancement were convened on 6th and 7th October 2012 in Soroti and Masaka centres.
The meetings were organized for twenty eight districts with their respective urban
councils in Buganda and Teso & Karamoja sub-regions. The participants included Chief
Finance Officers, Revenue Officers, Accountants and Accounts Assistants.

The objectives of the meetings were:

1 To share experiences in local revenue mobilization in local governments;

9 To gather views from local governments on feasible cost effective strategies for local
revenue mobilization and generation;

1 To find out the extent to which local governments have implemented best practices
initiatives in local revenue management and mobilization;

91 To explore the extent to which best practices learnt during exchange visits are being
implemented to enhance local revenue collection

1 To share the experiences on implementation of best practices among the selected
LGs with a view of possible replication in others;

1 And to inform local governments on recent developments/ initiatives in local
revenue mobilization and generation.

Output of r regional meetings

The output for regional meetings was documented best practices and strategies for local
revenue enhancement to be employed by local governments to improve on the local
revenue performance. These best practices include among others privatizing
(outsourcing) the collection of local revenues, the establishment of the local revenue
databases to capture registration of individual taxpayers by source and payments,
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sensitization of taxpayers on the obligations and roles in revenue collection and
structured monitoring of local revenue collection. While, some of the strategies adopted
during the meeting includes equipping of the local revenue department with tools for
local revenue mobilization, identification on new sources of local revenues, empowering
business communities with business information and formation of task forces and
committees for local revenue mobilization and generation.

Study of Existing Local Revenue Sources and Streamlining of = Exemptions in the
Collection

Background

The purpose of the study was to understand fully the challenges and recommendations
highlighted by the Study on LG Financing.? The Commission undertook to study in depth
two of the recommendations of improving existing revenue sources and review of the
general framework with a view of streamlining exemptions in property rates and other
sources. Thirty local governments (30) were selected as a sample where local revenue
sources were studied. In each sample district, meetings were held at the district
headquarters, municipal council town council and two sub counties. The local revenue
understudied include: Local Service Tax, Local Government Hotel Tax, Market dues,
Business Licenses, Parking Fees, Cess on Produce, Property Rates, Ground Rents,
Property Related Charges, Royalty fees and Other revenue sources

Objective of the Study
The understudy was conducted to:

(a) Determine the understanding of the implementers in relation to the various sources
of revenue especially LST &HT, in the local governments
(b) Review and analyze the factors affecting collection from each of the current sources;

(c) Examine the process followed by LGs to budget for and collect each local revenue
sources;
(d) Establish the baseline collection for the current sources ;

(e) Examine the impact of exemptions on performance by source;
(f) Prescribe strategic recommendations to improve performance of these local
revenue sources.

Findings
The exercise brought out the following:
a) The thirty district local governments have almost all the required senior staff and

political leaders except Commercial Officers who were missing in some districts.

3 The Study on Reviewing LG Financing, Management and Accountability for Decentralised Services was
by LGFC in 2012 and proposed several recommendations for local revenue enhancement.
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b)

d)
e)

g)

h)

k)

1)

Almost all the available staff and political leaders were not trained in local revenue
enhancement.

Most of the local governments visited have no computers designated for local
revenue management except for few cases. Despite having hydro-electricity and
some with computers for database management, the local governments do not have
vehicles, motor cycles, bicycles, typewriters and filling cabinets for local revenue
collection.

The local governments do not have updated local revenue data base; the existing
databases are outdated and largely manual.

Local governments’ Local Revenue Enhancement Plans are unfunded

The local governments are only collecting LST from those individuals on
government payroll, some few private firms and very few business entities; all the
other categories are not paying LST to the local governments.

The collection of Hotel tax has not yet taken off in many LGs despite many hotels,
lodges and guest houses in the urban local governments.

Market dues are viable in all local governments but only that optimal collections are
not being realized by the local governments.

Business license is a major source of local revenue especially in urban local
governments. District local governments collect on average 50% of the budgeted
amounts and urban local governments collect under 40% of the budgeted amounts.
Most local governments are not collecting cess on produce, with exception of few
that are indirectly collecting cess in terms of loading and off loading fees.

property owners are not willing to pay property rates; Too many properties are
exempted; Owner -occupied properties do not pay the rates yet they are many (over
35%); all the Valuation rolls are not updated

Few of the local governments are benefiting from the collection of royalties due to
inadequacies in the relevant legislation.

There are unclear guidelines on collection Veterinary fees, forestry fees and fisheries
fees where fees are collected in the local government by central government officers

and the fees are not shared with the local governments.

2.3.5 Analysis of the Trend of Local revenues

Analysis of local revenue performance for period 2005/06 to 2011/12 indicates a slight
improvement from UGX111 billion in FY 2010/11 to UGX 117.5 billion in FY 2011/12
against an estimated potential of UGX 334 billion.

28



Table showing Trends of Local Revenue Performance (UOEO Onnmn(Q

Source 2007/08 2008,/09 2009/10 2010/11 2011/12
LST - 3,838,412 9,194,611 6,542,312 7,115,367
LGHT - 984,867 1,495,594 928,320 1,163,667
G/T - - - 0 0
Prop. Tax 28,486,603 24,935,686 45,597,944 | 31,557,087 | 29,289,945
User Fees 64,854,246 33,153,423 39,923598 | 21,975206 | 20,931,123
Licenses 13,478,964 9,170,869 13,368,894 6,564,179 15,559,527
Others 9,064,925 46,626,491 33,221,782 | 43,478,222 | 43,481,781
Total 115,064,925 | 118,709,751 | 142,802,425 | 111,045,327 | 117,541,410

Source: LGFC Fiscal Data Bank.

Key recommendations

a)

b)

c)

d)

e)

Government, in consultation with the local governments should review the
ineffective legal provisions for local revenue collections to create conducive
environment for local revenue collection.

(i) Remove the exemptions on some owner-occupied residential properties in the

urban centres.

(i) Remove exemptions on the eligible LST payers with the exception of the
constitutional exemptions such as Judges and members of diplomatic missions
accredited to Uganda and in addition reduce the tax bands

(iii) The annual review of licensing rate should reflect the views of the local
governments on the rates to be charged for businesses.

(iv) The Royalty Act should be reviewed to have royalty fees payable to a local
government not necessarily to a district as stipulated in the current Act.

A National Local Revenue Policy should be developed to deter negative actions on
local revenue collection.

The Local Administration Police should be re-instated to help the local
governments in the collection of local revenues.

The Ministry of Public Service should lift the ban on recruitment so as to enable
the local governments to recruit relevant staff in local government to assist in local
revenue collection.

More funds should be allocated for local revenue enhancement activities in the
local Governments to the Commission.

Mechanisms should be designed for sharing of revenues from Veterinary fees,
forestry fees and fishery fees between MAAIF, NFA and Local governments.
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g) Government should fill in all necessary staff (Parish Chiefs, Revenue Officers,
Assistant Tax Officers and Law Enforcement Officers) for local revenue
administration in the local governments to handle revenue collections

h) Solid Waste management fees in Municipal and Town Councils should be
introduced

i)  Community Contributions towards service delivery units like health centres, water
facilities and Primary education should be introduced.

Strengthening the Institutional Capacity of the Commission

One of the major objectives in the Strategic plan 2012/2013 7 2015/2016 is to strengthen the
institutional capacity for efficiency and effectiveness. In the financial year 2012/2013 some
activities were implemented aimed at improving the capacity of the Commission to deliver on
its mandate:

Strengthening and Streamlining the Manual Records System in the Commission

The commission began putting into effect the recommendations of the review on
sustainable records management conducted earlier to inform the development of an
effective Management Information System for the Commission.

A fully functional Resource Centre was established with a full time Information
Scientist recruited to manage it. The centre is being used by the staff of the Commission,
public officers from other institutions and students on internship at the Commission
from various universities of Uganda.

The Resource centre has been equipped with book shelves, magazine racks and
other furniture for publications which have been classified for quick reference. Tables,
chairs and computers have been provided and there is access to internet. An ICT policy
has been put in place to guide use.

An internship programme for University Students has been fully institutionalised
at the Commission to assist students gain field experience and get practical information
to write their field projects and/or dissertations Thirty three students benefited from
being hosted by the Commission as interns during the year.

Human Resources Management

Human Resource Development remains one of the key strategies for the

Commission to increase the proficiency of its staff to fulfill its mandate. During the

year under review the following were achieved:

i The Commission continues to sponsor professional accounts staff in
capacity building programmes organized by the Institute of Chartered Public
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Accountants of Uganda (ICPAU) deliberately designed to update them in the
latest accounting practices and procedures. Three members of staff (the Vice
Chairperson, the Senior Accountant and the Accountant) benefitted.

1 Two professional accounts staff (the Accountant and Senior Internal
Auditor) were sponsored to attend the Annual East and Southern Association of
Accountant Generals’ Conference (ESAAG) in Botswana

1 The Commission reviewed and improved the staff performance assessment
instrument.

1 A staff performance reward system was instituted to recognize those who excel.
Performance rewards were given to staff at the end of year get- together function.

1 A staff medical welfare system was instituted beginning with installation of a first
aid box, provision of free condoms and provision of limited medical assistance to the
staff who need help.

i Staff was sensitized on issues of HIV/AIDS pandemic prevention at the work
place.

1 An induction course was organized and conducted for the new members of the
Local Government Finance Commission who were nominated by the institutions
they represent; appointed by H.E. the President and sworn in by the Acting Chief
Justice in May 2013.

1 Planning retreats were conducted with members of the Commission to
familiarize them with the work of the Commission.

Enhancement of the Management Information System (MIS)

The major focus in the MIS department during the year under review was to strengthen
and operationalize the resource center of the Commission. In order to achieve this
objective the Commission purchased the following equipment:

10 chairs,2 desks, 3 shelves, 4 blinds, 1 Switch, 1 wireless router and a wall Clock and
this has made the resource center a very hospitable area for research and quiet reading.
The center is now fully functional and can be accessed by the public for information
pertaining local government financing.

The Commission also extended the LAN to the resource center and this enhances the
communication within and outside the Commission from the resource center with the
two working desktop computers fully installed and functional.

The Commission also recruited a documentation officer who is now fully managing the
center.

Development of LGFC Strategic Plan 2012/13 -2015/16

31



The implementation of the four year Corporate Strategy 2008 — 2012 end by close of FY
2011/12. Therefore before it ended, the Commission reviewed it as part of the process
to develop the Strategic Plan for the period 2012/13 - 2015/16. The objective of the
review was to align the new plan with the development goals outlined in the NDP and
new PSM-SIP and consistent with the Decentralization Policy strategic Framework.
By the end of the FY 2011/12, a new plan for the period of 2012/13 - 2015/16 was in
place and approved by the outgoing fourth Commission in September 2012.

Strengthening the Fiscal Data Bank

A fiscal databank established earlier and operationalised to maintain fiscal and non-
financial data on all levels of local governments (District, Municipal, Divisions, Town
Council, and Sub-county) was strengthened. The main sources of this data are Local
Government final accounts, approved annual budgets and work plans and BFPs. Hence,
collection of local governments’ data and maintenance of the fiscal databank is a
continuous activity.

During the year 2012/13, the following activities to enhance the system for assembling
and management of the fiscal databank were undertaken:

A budget was provided for data collection and management with volunteers recruited
to process it.

9 Data capture, verification and validation exercises;

9 Updated the fiscal databank with data from final accounts, budgets and BFPs for
local governments for districts, municipalities and town councils.
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6.0. PARTNERSHIPS DEVELOMENT AND SYNERGY BUILDING

6.1. Introduction

The Commission continued to work in partnership with different levels of government,
the private sector, civil society and other stakeholders that contribute to successful
implementation of decentralisation* The National Development Plan (NDP) 2010/11 -
2014 /15 emphases Public Sector Management (PSM) as a key function for efficient and
effective management of public service delivery. As a member of the PSM Working
Group led by the Office of the Prime Minister, the Commission participated with a cross-
section of stakeholders in the realisation of the achievements below during the period
under review. The Commission continued to collaborate with the National Planning
Authority (NPA) and other MDAS and LOGs in the area of Local Government financing.

1.2. Collaboration Framework

The Constitution (1995), the Local Government Act (CAP 243), and the Local
Government Finance Commission Act, (2003) provide the legal framework for the
Commission to collaborate with key stakeholders in the performance of its work.

In addition, the Decentralization Policy Strategic Framework (DPSF), and the Fiscal
Decentralization Strategy (FDS, 2002) provide operating frameworks. The Commission
is also a member of the Public Sector Management and the Decentralization Sub-sector
working Group. The Commission therefore regularly contributed to the following
activities in the period under review:

1 Development of Public Sector Management Strategic Investment Plan (PSM-SIP);

1 Compiling of the Public Sector Management Budget Framework Paper ( PSM-BFP);

9 Joint Annual Review of Decentralization (JARD) under the Decentralization
Management Technical Working Group) (DMTWG);

9 Regional Local Government Budget Framework Paper (LGBFP) Consultative
Workshops;

i Training of Commission staff under the support of the Uganda Country Capacity
Building Program (UCCBP).

Participating in the preparation of the Public Sector Management Budget Framework
Paper (PSM-BFP)

Through the Government sector wide approach to planning, budgeting, and monitoring
and evaluation the Commission was able to contribute to planning for the public sector
management where the Commission is a member.

Other recurring activities of the PSM in which the Commission participated in this

reporting period included:

1 Preparation of the annual sector BFPs including agreeing on priority activities for
the sector and institutional challenges/gaps in the financing of respective member
institutions;

1 Policy dialogue and coordination within the PSM sector;

4 The Role of Participation and Partnership in Decentralised Governance: A Brief Synthesis of Policy
Lessons and Recommendations of Nine Country Case Studies on Service Delivery for the Poor; Robertson
Work, Chief Editor, Research Director and Principal Policy Advisor (Decentralisation), UNDP New York.
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9 Participation in coordinating the public sector management reforms;
1 Discussions of priority outputs and indicators for the Sector BFP.

Participating in the Annual Assessment of Local Government Performance

In the financial year under review, the rationale of the assessment was four-fold,

namely:

1 To draw lessons for deepening the decentralization policy in general;

1 To document emerging best practices which can inform decisions related to the
improvement of systems, procedures and performance in LGs;

1 To identify progress in building capacities for enhancing decentralized service
delivery and;

9 To identify gaps in functional capacity and propose remedial measures.

Facilitating the Local Government Budget Framework Paper Consultative
Workshops

The Local Government Budget Framework Paper (LGBFP) Regional Consultative
workshops are an annual exercise which marks the beginning of the budget preparation
process for the next FY for local governments. The workshops are intended to highlight
the key policies that will guide the budget preparation for next FY and at the same time,
give an opportunity to stakeholders to discuss the operational issues which constrain
local governments in the delivery of public services. These issues in turn are addressed
by the relevant Sector Working Groups at the Centre and Government for broader
issues.

In the 2012/13 LGBFP Consultative workshops, senior staff of the Commission
participated as part of a core team of national facilitators in the regional workshops. The
Commission staff presented a paper on financing LGs in Uganda.

7.0. FINANCE AND ADMINISTRATION

7.1. Introduction

The funding for the Commission is from the Consolidated Fund The funding status and
financial performance of the Commission are detailed below for the period under
review.

7.2. Annual Budget for the FY 2012/13
The Financial year 2012 /2013 was a very challenging year for the Commission.

Out of the Shs 4,030,886,616projected revenue, shs 3,858,726,175 was received,
representing 95.7%. The deficit as illustrated below amounted to Shs 172,160,441
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Projected

Revenues Actual Cash Releases Deficit
Head quarters 3,859,686,616 | 3,775,080,353 84,606,263
Supportto LGFC 171,200,000 83,645,822 87,554,178
Totals 4,030,886,616 | 3,858,726,175 172,160,441

Source:LGFCAccounts

8.0. GENERAL RECOMENDATIONS

The functions of the Commission are basically advisory mainly focusing on the revenue
distribution between the Centre and Local Governments; among local governments and
mobilisation of local government own source revenues for public service delivery. The
advice offered is intended to contribute to the improvement of the state of funding for
local governments to facilitate implementation of their mandates. It therefore
recommended that:

For sustainable financing of Local Governments the implementation of the
recommendations of the study that reviewed the financing of local governments with
respect adequacy of financing, management and accountability for decentralised
services needs to be prioritised by the stakeholder institutions.

The current Grant System should be reviewed to protect financing of Local
Governments by raising the profile of its discussion to the highest levels of Government
i.e. at Cabinet and Parliament; establishing a specified percentage of the national
revenues due to local governments; and increasing unconditional grants to cater for
maintenance, supervision and monitoring functions.

To enhance Local Revenue generation and reduce the pressure on the central
government transfers there is need to institute Fiscal Decentralization architecture
(FDA) that promotes Local economic Development as a means of creating another
revenue base for LGs. The Fiscal Decentralization Architecture should focus on the
following:

adequacy in financing of decentralized service;

transparency and accountability,

sustainability and predictability,

equity,

Incentive to raise more revenues and avoid waste.

=8 =4 =4 -8 -4
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9.0. Annex

ANNEX 1: THE SET UP OF LGFC
The Local Government Finance Commission is structured into the policy organ and the
secretariat.

The Policy Organ

The policy organ comprises seven (7) members appointed by the President for a four
(4) year tenure renewable only once in accordance with the Constitution and the Local
Government Finance Commission Act (2003). They consist of:

i. Three (3) persons nominated by the District Councils;

ii. One (1) person nominated by Urban Councils;

iii. Three (3) persons nominated by the Minister responsible for Local Governments
(MoLG) in consultation with the Minister responsible for Finance (MOFPED).

Both the Chairperson and the Vice Chairperson are elected from amongst themselves
and are employed on full time basis.

The Secretariat

The Secretariat is the technical arm of the Local Government Finance Commission
responsible for its day to day operations. It is headed by a Commission Secretary who is
the Accounting Officer. The secretariat is divided into the Directorate of Research and
Policy Analysis, and the Directorate of Finance and Administration.

Directorate of Research and Policy Analysis: Undertakes research and provides
technical support to Local Governments on various aspects related to fiscal
decentralization for improved service delivery. The Directorate makes analysis of sector
policies to derive evidence-based advice that the Commission provides to the
Government, Local Governments and other agencies on the financing of Local
Governments.

Directorate of Finance and Administration: Provides support services to the
Commission in areas that include financial management, human resource
management/development, administrative services, logistical and information
management systems. There are cross-cutting units that functionally report directly to
the Accounting Officer. These corporate units include: Public Relations, Internal Audit,
Procurement/Disposal, and Monitoring & Evaluation.

Funding of the Commission

The Local Government Finance Commission is funded from the Consolidated Fund in
accordance with article 194 (5) of the constitution. It is a self-accounting (statutory vote
147) organization in terms of section 17 (4) of the Local Government Finance
Commission Act, 2003. The Commission may also be funded through grants and
donations from non-government sources with the approval of the Minister responsible
for local governments.
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ANNEX 2:  STAFF OF LGFC AS AT 30TH JUNE 2013
S/N | Name Title
1 | Mr. Lawrence Banyoya Commission Secretary
2 | Mr.Jim Ashaba-Aheebwa Director Finance and Administration
3 | Mr. Adam Babale Director Research and Policy Analysis
5 | Mr. Johnson Gumisiriza Principal Revenue Officer
6 | Mrs. Christine Kataike Abong Principal Data and Policy Analyst
7 | Mr. Musa Basajjabalaba Senior Revenue Officer
8 | Mr. James Ogwang Senior Revenue Officer
9 | Ms Pricilla Asiimire Senior Revenue Officer
10 | Albert Mwesigwa Senior Human Resource Officer

[uny
[y

Mr. Andrew Mugerwa Sewankambo

Senior Accountant

[y
\V]

Mr. James Menya

Senior Systems Analyst

13 | Vacant Senior Procurement Officer
14 | Mr. Michael Emetu Emodu Senior Management Information Systems Officer
15 | Mr. Stephen Musinguzi Senior Internal Auditor
16 | Mr. Samuel Omwa Senior Policy Analyst

17 | Mr. Dick Asiimwe Revenue Officer

18 | Ms. Patience Akatukunda Procurement Officer

19 | Ms. Vicky Marcelina Accountant

20 | Mrs. Alele Esther Senior Personal Secretary
21 | Ms. Cathy Namatovu Lubega Records Officer

22 | Ms. Kate Apio Data Officer

23 | Ms. Provia Tumukunde Senior Accounts Assistant
24 | Ms. Ruth Neikiriza Senior Accounts Assistant
25 | Ms. Kate Tushemereirwe Personal Secretary

26 | Ms. Miriam Kaseera Receptionist

27 | Mr. Jamiru Mugalasi Office Attendant

28 | Mr. Francis Isingoma Cleaner

29 | Mr. James Birahira Driver

30 | Mr. Bakulumpagi Abdullah Driver

31 | Mr. James Lugwana Driver

32 | Mr. Suleiman Sentamu Driver

33 | Mr. Godfrey Kalema Driver

34 | Mr. Peter Lwamusayi Driver

35 | Mr. Ewan Ogwal Sam Driver

36 | Mr. Abby Mukalazi Driver
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