OREA

AFRICAN DEVELOPMENT BANK
AFRICAN DEVELOPMENT FUND

UGANDA

PORTFOLIO REVIEW REPORT

APRIL 2007



TABLE OF CONTENTS

Page
EXECUTIVE SUMMARY iv-vi
I INTRODUCTION
1.1  Objectives, Structure and Coverage of the Report 1
1.2 Size and Composition of the Cumulative Portfolio 1
1.3 Context of the Review 3
1. REVIEW OF ON-GOING PROJECTS
2.1  Brief Review of Each On-Going Operation 4
A. Agriculture and Rural Development Sector 4
B. Industry and Mining Sector 14
C. Water and Sanitation Sector 16
D. Social Sector 19
E. Transport Sector 25
F. Multi-sector 26
2.2 Ageing, Potentially Problematic and Problem Projects 29
2.3 Assessment of Supervision Frequency, Quality and Skills Mix 31
2.4  Cross-Cutting Issues 32
2.5  General Assessment of Portfolio Performance 35
2.6 Generic Problems 39
2.7  Disbursements 40
I1l. ASSESSMENT OF MANAGEMENT IMPLEMENTATION CAPACITY
3.1  Government’s Performance 41
3.2 Bank’s Performance 42

IV. CO-ORDINATION WITH OTHER DONORS
4.1  Assessment of Government Capacity to Co-ordinate Donor Assistance 43

4.2 Assessment of ADB Co-ordination With Other Donors 43

4.3  Assessment of Co-financiers in Co-financed Projects 45
V. LOAN REPAYMENTS AND ARREARS 45
VI. PROACTIVE MANAGEMENT OF PORTFOLIO

6.1 Potential Future Portfolio Problems and Possible Solutions 45

6.2  Summary of CPIP/Action Plan 46

6.3 Lessons for the CSP and Future Portfolio Reviews 46

VIlI. CONCLUSIONS AND RECOMMENDATIONS
7.1 Conclusions 47
7.2 Recommendations 47

This report was prepared following field work by Mr. B.S. Kanu, Country Operations Officer
Messrs A. Mukungu, Macroeconomist; A. Nuwagira, Agriculture and Rural Development
Specialist; D. Rutabingwa, Investment Officer; Ms. M. Nandujja, Procurement Assistant and Ms.
A. Amudo, Disbursement Assistant. Questions relating to the report should be addressed to Mr. A.
Rakotobe, Acting Director, OREA, Ext. 2040.




Charts

Chart 1
Chart 2

Chart 3
Chart 4

Chart 5
Tables

Table 1:
Table 2:
Table 3:
Table 4:
Table 5:
Table 6:
Table 7:
Table 8:
Table 9:

Table 10:
Table 11:
Table 12:
Table 13:
Table 14:
Table 15:
Table 16:
Table 17:

Annexes

NN E

LIST OF CHARTS, TABLES AND ANNEXES

Average Disbursement of Ongoing Operations by Sector

Projects with Age Above Six Years as of Board Approval Versus Average Portfolio
Age

Duration of Bank Supervision Missions, 2001-2006

Projects With Loan Disbursement Effectiveness Occurring Beyond Twelve Months
After Board Approval

Ratio of Project Disbursement Versus Portfolio Commitment

Snapshot of the Bank Group’s 1997 Uganda CPRR (UA Million)

Summary of all Bank Group Operations as at 30/11/06 (UA Million)

Distribution of Commitments by Sector (UA Million)

Snapshot of the Bank Group’s Active Public Sector Uganda Portfolio (UA Million)
Ongoing Agriculture Rural Development Operations

Ongoing Industry and Mining Sector Operation

Ongoing Water and Sanitation Operations

Ongoing Social Operations

Ongoing Transport Sector Operation

Ongoing Multi-sector Operation

Performance of the Overall Portfolio by Sector — 2007

Performance of the Overall Portfolio by Sector — 1997

Comparison of Selected Performance Indicators Between the 1997 and 2007 CPRRs
Delay (in days) in the Submission of Audit Reports for FY 2002 to FY 2006 Inclusive
Comparison of Key Results of the 2007 CPRR and Key Indicators of the Bank’s APPRRs
Comparison of Generic Problems -- 1997 and 2007 CPRR

Disbursement Profile of Ongoing Projects by Sector as at 30 November 2006

Summary of Ongoing Bank Group-Supported Public Sector Operations
Summary of Performance Rating by Sector and Project

Project Rating Summary (previous and current ratings)

Matrix of Common Problems

Matrix of Cross-Cutting Issues

Summary of Specific Actions Required on On-Going Projects
Frequency of Bank Field and Desk Supervision Missions

Actions Plan to Improve the Performance of the Portfolio



APPR
ALD
CGP
CPRR
CPIP
CSP
DFI

FTI
GoU
HFC
IFMS
1IGG
LRA
MAAIF
MDRI
MoEMD
MOoES
MoFPED
MoLG
MWE
MoWHC
MSCL
MTEF
NIMES
NPV
OAG
OPM
PAR
PBU
PEAP
PIU/ PCU/PMU
PMA
PP
PPDA
PPP
QPR
RAFU
RASP
RMC
RSDP
SPIP
UGFO
UJAS
UNRA

ABBREVIATIONS

Annual Portfolio Performance Review Report

Aid Liaison Department

Country Governance Profile

Country Portfolio Review Report

Country Portfolio Improvement Plan

Country Strategy Paper

District Farm Institute

Fisheries Training Institute

Government of Uganda

Housing Finance Company

Integrated Financial Management System

Inspector General of Government

Loan Recovery Account

Ministry of Agriculture, Animal Industry and Fisheries
Multilateral Debt Relief Initiative

Ministry of Energy and Mineral Development

Ministry of Education and Sports

Ministry of Finance, Planning and Economic Development
Ministry of Local Government

Ministry of Water and Environment

Ministry of Works and Transport

Microfinance Support Centre Limited

Medium Term Expenditure Framework

National Integrated Monitoring and Evaluation System
Net Present Value

Office of the Auditor General

Office of the Prime Minister

Project-at-Risk

Post Bank Uganda

Poverty Eradication Action Plan

Project Implementation/Coordination/Management Unit
Plan for the Modernization of Agriculture
Problematic Project

Procurement and Disposal of Public Assets Authority
Potentially Problematic Project

Quarterly Progress Report

Road Agency Formation Unit

Regional Assistance Strategy Paper

Regional Member Countries

Road Sector Development Program

Sector Portfolio Improvement Plan

Uganda Field Office

Uganda Joint Assistance Strategy

Uganda National Roads Authority



iv

EXECUTIVE SUMMARY

1. Introduction

This Country Portfolio Review Report (CPRR) is an assessment of the implementation of on-going
Bank Group public sector operations, and a synthesis of progress made in improving portfolio
performance. It is prepared in fulfilment of the requirements of the Bank Group’s policy on
portfolio reviews. The report extensively reviews all public sector projects in Uganda that have
been approved by the Board/s, declared effective, have a positive disbursement balance and are not
yet completed. It also assesses the timeliness of compliance with loan/grant conditions and
covenants, the frequency and quality of Bank Group supervision, portfolio procurement and
disbursement, periodic reporting and auditing, coordination with other donors, and potential future
portfolio problems and possible solutions. The report is based on SAP data as at 30 November
2006. The Bank last prepared a CPRR for Uganda in 1997.

2. Overall Portfolio

The Bank Group has, since the commencement of operations in Uganda in 1968, approved one
hundred and two (102) operations, comprising projects, policy-based programmes, and studies.
Total commitments stand at UA 891.78 million, of which, UA 139.85 million were from ADB
resources, UA 746.94 million from ADF resources and UA 5.00 million from NTF resources. The
agricultural sector has received the largest share of financing (26.40%), followed by the social
sector (19.29%), multi-sector (14.30%), transport (13.60%), water and sanitation (8.51%), finance
(8.11%), power (6.52%), industry and mining (2.68%) and communication (0.59%). Of the 102
approved operations, thirteen (13) are on going with a total commitment of UA 308.80 million, and
a disbursement rate of 19.60%. Agriculture (37.96%) and transport (61.49%) are the most active
and jointly account for a commitment of UA 178.72 million or 57.87% of total commitments.

3. Disbursements

The cumulative disbursement/commitment for this review is 19.6%, compared to 39.0% for the
1997 review. The former is lower because the average age of the portfolio in 1997 was higher and
most operations were at advanced stages of disbursement. For the present review, the disbursement
rates are as follows: social sector (55.9%), multi-sector (21.9 %), water and sanitation (15.6%),
industry and mining (15.0%), and agriculture (13.9%). The disbursement profile of the 1997 review
ranged from 37.05% for agriculture, to 23.05% for transport, 17.29% for public utilities, 14.62% for
social, 9.29% for industry and 1.58% for multi-sector.

4. Portfolio Performance

Overall portfolio performance rating is 2.2, or satisfactory. This is notable given the almost
satisfactory rating of 1.9 of the portfolio in 1997. When some of the findings of the present review
are compared with those of the Bank’s recent Annual Portfolio Performance Reviews, portfolio age
is found to have somewhat improved, the level of potential problematic projects is unsatisfactory,
the number of actual problem projects has reduced, while performance with regard to at risk
commitments is mixed, but declining in recent years, which is highly encouraging.

5. Ageing, Potentially Problematic and Problem Projects
Given that only three potentially problematic operations exist and no problematic operations have

been identified, the proportion of PAR in the rated portfolio is 27%, which is within the 10-30%
range that is indicative of satisfactory portfolio performance.
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6. Assessment of Supervision Frequency and Quality

Each project has been supervised at least 1.5 times per year. In the transport, social and agricultural
sectors, the frequency of supervisions has tended to exceed the yearly requirement. Since
implementation activities commenced for the present portfolio, the Bank has invested
approximately 427 man-days in supervision and mid term review missions, of which, 229, 146, 39,
8 and 5 were for the social, agriculture, water and sanitation, industry and mining and multi sectors,
respectively. The composition of supervision missions in terms of skills mix has, until recently, not
been adequate for one project in the agriculture sector, i.e., the North West Smallholder Agricultural
Development Project. Furthermore, the Area Based Agricultural Modernization Programme became
effective on 14 November 2003, and the first disbursement was made on 6 May 2004, followed by
the Bank’s first supervision mission in January 2005, two years after effectiveness. Field Office
participation in supervision missions has been steadily increasing over the past few years.

7. Cross-Cutting Issues

The key cross-cutting issues that each project is designed to address are i) poverty reduction; ii)
gender; iii) governance; iv) environment; v) HIV/AIDS; vi) participation and civil society; vii)
regional integration; and viii) population. Apart from MTRs and PCRs, which examine cross
cutting impacts to some extent, and the Bank Group’s 2005 Uganda Gender profile, no recent
beneficiary impact studies have been undertaken to ascertain if and how the Bank’s recent
development assistance has impacted particularly cross-cutting issues. Nevertheless, for most
projects in the portfolio, design includes valuable performance indicators to gauge impact on key
cross cutting themes. While attribution is difficult in a multi-donor setting such as Uganda, the
Bank has been part of the success story in the fight against poverty and gender inequality.

8. Generic Problems

The main problems that are common to the 1997 and the present CPPR are slow fulfilment of loan
conditions and inadequate and untimely provision of Government counterpart funds. The first
problem is more prominent in the agriculture sector. Where agricultural credit schemes are seen not
to be moving, funds are either being reallocated to more needy components, or the schemes
redesigned to better be in line with existing circumstances. There is also notable improvement in the
management capacity of the borrower.

While procurement and disbursement problems still exist to some extent, there has been a notable
improvement. UGFO has assisted in reducing the Bank’s average period of review of procurement
files, through UGFO’s review of some of these dossiers, or vigorous Field Office followed up with
Tunis to ensure their prompt examination. UGFQ’s provision of timely routine guidance to
Executing Agencies on disbursement matters including pre-screening of applications and
expeditious follow up with FFCO and concerned Departments in Tunis on the processing of
outstanding applications has improved the quality of disbursement. Nevertheless, some delays in
procurement occur due to the absence of procurement staff in some PIUs, inadequate familiarity of
some project staff with the Bank’s policies, and the need for Executing Agencies to first obtain
approval of their contract committees before procurement documents can be sent to the Bank for
“no objection”. On the other hand, a few delays in disbursement stem from the failure of PI1Us to let
UGFO pre-screen applications before they are transmitted to FFCO and delays by FFCO and other
departments in Tunis in acting on applications.

9. Proactive Management of Portfolio

The potential future portfolio problems and possible solutions are discussed below.
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A. Delayed Accountability for Project Funds by some Districts: Future replenishments to
Districts should be made on the basis of 50% of the planned allocation and further allocations made
based on their performance and justification of the previous advance. Districts should be treated as
separate entities and one that fulfils replenishment conditions should receive replenishment,
regardless of the status of accounting by others. Since April 20086, this practice has been adopted for
the North West Smallholder Agricultural Development Project and has produced positive results.

B. Inadequate and Unpredictable Government Counterpart Contribution to Projects: With 7 of
the 13 operations reviewed experiencing financial problems due to limited government releases,
GoU should better quantify all forms of agreed in-kind and in-cash contribution to projects,
including taxes, land, office space, utilities, staff remuneration, project vehicles and their operation
and maintenance, etc. During ADF replenishment negotiations, the Bank may explore the
possibility of slightly lowering the minimum level of contribution by Borrowers to ADF-supported
operations.

C. Challenges of Decentralization of Implementation Arrangements to the Districts: Proper
needs assessment and prioritization, proper budgeting, capacity development and close monitoring
could assist development projects to address the above problems.

10. Lessons for Future Country Strategy Paper and Future Portfolio Reviews

o The need for the Bank to be sector selective in its interventions, given its resource
limitations and the need for significant, timely and sustained development impact.

a The need for the Bank to tilt Field Office staffing to the nature of the portfolio.

o Executing Agencies to make more routine use of UGFO.

o More rigorous Bank supervision and monitoring to be undertaken, including timely follow
up on submission of audit reports and on implementation of audit recommendations.

o The use of a consolidated PIU for agriculture should be considered, and proper needs
assessment for agricultural credit schemes carried out.

o The need for more realistic design of conditions precedent to first disbursement.

o The need for effective coordination of Bank Group interventions, especially co-financed
operations, with other development partners, as well as providing more support for general
and earmarked sector budget operations.

o The need for the Bank to carry out beneficiary impact studies to gauge the effect of its
assistance on its clients and generate appropriate lessons for future interventions.

11. Conclusions and Recommendations
Conclusions

The overall performance of the present portfolio is satisfactory, with an average rating of 2.2, which
is better than the almost satisfactory 1.9 overall rating of the last review. When the main results of
the present review and the Bank’s APPRRs from 1999 to date are compared, loan/grant
cancellations are noted to have been on a general decline. Moreover, average portfolio age from
1999 to 2003 has been improving, edging up thereafter and maintaining an increasing trend since
then. In addition, performance of the present review in terms of the number of potential problematic
projects is relatively unsatisfactory. Nevertheless, performance in terms of the number of actual
problem projects improved remarkably, from 1 in 2003, to none at present. Year-to-year
performance with regard to at risk commitments has been mixed, but improved in recent years.

Recommendations
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The Bank should improve the quality, development effectiveness and sustainability of its operations
by taking a number of critical steps. These include rationalizing loan conditions through improved
dialogue with GoU, improving project design by undertaking in-depth economic and sector work,
enhancing desk and field supervision frequency especially for some agriculture and a multi-sector
projects, further improving the timeliness of procurement and disbursement processing, improving
aid coordination in co-financed operations and intensifying training of project staff. Finally, the
Bank should delegate increased authority to the field.

The Government should improve its compliance with loan agreements and the general conditions,
as well as expedite project start up and ensure compliance with approved implementation schedules.
It this regard, it should employ a range of measures including the following: honour its obligations
in regard to providing counterpart funding for projects, ensure timely reporting, provide honoraria
(on a case-by-case basis) for some PIU staff/civil servants who are not remunerated by their
projects, facilitate parliamentary ratification of loans, continue to make more routine use of UGFO,
and ensure timely Districts accountability for project funds.




l. INTRODUCTION

1.1 Objectives, Structure and Coverage of the Report

1.1.1 This Country Portfolio Review Report (CPRR) is an assessment of the implementation of
on-going Bank Group public sector operations, and a synthesis of progress made in improving
portfolio performance. It is prepared in fulfilment of the requirements of the Bank Group’s policy
on portfolio reviews. The report extensively reviews all ADF public sector projects in Uganda that
have been approved by the Board/s, declared effective, have a positive disbursement balance and
are not yet completed. It also assesses the timeliness of compliance with loan/grant conditions and
covenants, the frequency and quality of Bank Group supervision, portfolio procurement and
disbursement, periodic reporting and auditing, coordination with other donors, and potential future
portfolio problems and possible solutions. The report is based on SAP data as at 30 November
2006. The Bank last prepared a CPRR for Uganda in 1997 and the highlights of the portfolio then
are presented in Table 1 below.

Table 1: Snapshot of the Bank Group’s 1997 Uganda CPRR (UA Million)

Sectors ADB | ADF | NTF | TAF | Total % No. of
Operations

Agriculture | 6.86 | 56.16 | -- 484 | 67.86 | 2546 |10

Social -- 62.08 | 5.00 | 280 |69.88 |26.22 |4

Transport -- 43.73 | -- 6.37 |50.10 |18.80 |6

Industry 20.00 | 9.67 -- 047 |30.13 |1131 |2

Public 15.00 | 18.42 | -- 593 [3935 |1476 |3

Utilities

Multi-sector 9.21 9.21 3.45 1

Total 41.86 | 199.27 | 5.00 | 20.41 | 266.54 | 100.00 | 26

1.1.2 Chapter Il reviews the performance of each on-going project, examines compliance with
loan/grant disbursement conditions and covenants, assesses the quality of Bank supervision, in
addition to the timeliness of processing of procurement and disbursement matters and gauges the
Borrower’s compliance with quarterly reporting and annual auditing of financial statements of
project accounts. The chapter also reviews the ability of projects to address cross-cutting issues.
Chapter 111 assesses the management implementation capacity of the Government of Uganda (GoU)
and the Bank, while Chapter IV outlines the Bank’s aid coordination efforts with other development
partners. Chapter V evaluates Uganda’s performance with regard to timely servicing of its Bank
Group loans and avoidance of Bank sanctions in this regard. Chapter VI raises strategic matters that
pertain to proactive management of the portfolio, especially in the context of potential future
portfolio problems and solutions. Chapter VII presents conclusions and recommended actions,
which if implemented, could scale up portfolio implementation pace and quality, and enhance the
development effectiveness of the Bank Group’s present and future assistance to Uganda.

1.2 Size and Composition of the Cumulative Portfolio

1.2.1 The Bank Group has, since the commencement of operations in Uganda in 1968, approved
one hundred and two (102) operations, comprising investment projects, policy-based programmes,
and studies. Total commitments stand at UA 891.78 million, of which, UA 139.85 million were
from ADB resources, UA 746.94 million from ADF resources and UA 5.00 million from NTF
resources. The agricultural sector has received the largest share of financing (26.40%), followed by
the social sector (19.29%), multi-sector (14.30%), transport (13.60%), water and sanitation (8.51%),
finance (8.11%), power (6.52%), industry and mining (2.68%) and communication (0.59%). Tables
2 and 3 summarize the Bank Group’s operations divided per financing window and sector.
Although Bank Group support has generally been guided by pillar selectivity, it remains evidently
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weak in terms of sector thrust. In light of the Bank’s relative human resource and financial
constraints, this tends to limit the visibility of the Bank in terms of development impact and poses
challenges for effective aid coordination and harmonization.

1.2.2 Through its private sector window, the Bank has approved four projects, namely, the East
African Glass Works project, the Bujagali Hydropower Project, the Kaweri Coffee, and the
Sheraton Kampala Rehabilitation Project. The glass and the coffee projects were cancelled after
approval. In the case of the former, changes in market conditions caused the sponsor to request a
deferment or cancellation of the facility, while a disagreement on the security package led to
cancellation of the latter facility. Important environmental issues caused the Hydropower Project to
be put on hold. The Sheraton Kampala project approved in December 2005, in the amount of UA
6.02 million, has been completed and the loan fully disbursed. The Bank recently participated in the
re-appraisal of the Bujagali Hydropower Project, which is due for Board presentation in early 2007.
In order to induce and promote private sector development and growth in Uganda, the Bank, in
January 2006, recruited an Investment Officer at the Uganda Field Office (UGFO). Since then, the
Bank has reviewed various projects for inclusion in OPSM’s pipeline, including lines of credit to
the Housing Finance Company (HFC) of Uganda Ltd and the Hydromax mini-hydro power project.
Also under active review are lines of credit to the Centenary Rural Development Bank and
Development Finance Company of Uganda Ltd, as well as loans to Tata Instant Coffee, Roofings
Ltd, MTN, the Uganda Civil Aviation Authority Cargo Centre, Silver Springs Hotel and Kinyara
Sugar Ltd.

Table 2: Summary of all Bank Group Operations as at 30/11/06 (UA Million)

Lending Instruments Amount _Cumulative Cancellations Undisbursed . %
Approved disbursements Balance Disbursed
ADB loans 139,847,000.00 | 115,863,524.67 23,983,475.33 0.00 82.85%
ADF loans 618,568,989.00 | 434,384,285.71 49,433,393.25 134,751,310.04 70.22%
ADF grants 128,366,185.52 34,052,039.31 7,300,540.28 87,013,605.93 26.53%
NTF loans 5,000,000.00 4,833,325.43 166,674.57 0.00 96.67%
Total 891,782,174.52 | 589,133,175.12 80,884,083.43 221,764,915.97 66.06%
Table 3: Distribution of Commitments by Sector (UA Million)
Number of Break down _
operations Approved per sector Qumulatlve
Sectors Amount (%) Disbursements
Agriculture & Rural Development 32 239,112,300.00 26.40% 121,501,857.20
Industry/Mining/Quarrying 6 24,234,209.52 2.68% 13,757,648.70
Transport 18 123,191,259.00 13.60% 71,442,744.74
Water Supply & Sanitation 8 77,095,780.00 8.51% 28,212,543.47
Power 7 59,000,905.00 6.52% 36,433,080.12
Communication 1 5,305,260.00 0.59% 4,704,739.63
Finance 5 73,486,826.00 8.11% 57,875,463.92
Social 17 174,647,775.00 19.29% 140,876,492.06
Multi-sector 8 129,507,860.00 14.30% 122,328,605.28
Total 102 905,582,174.52 100.00% 597,133,175.12

1.2.3 Of the 102 approved operations, thirteen (13) are at present on going with a total
commitment of UA 308.80 million, and a disbursement rate of 19.60% (Table 4 and Chart 1).
Agriculture (37.96%) and transport (61.49%) are the most active sectors, and together, account for a
total commitment of UA 178.72 million, or 57.87% of total commitments. Additional details on the
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current ADF public sector portfolio for Uganda are provided in Annex 1. The average age of the
public sector portfolio as at 30 November 2006 was 4.2 years, which is equal to the Bank average.

Table 4: Snapshot of the Bank Group’s Active Public Sector Uganda Portfolio (UA Million)

Sectors No. of Amount Breakdown by | Cumulative %
Operations | Approved | Sector (%) Disbursements | Disbursed
Agriculture & Rural 5 117.23 37.96 16.25 13.90

Development

Industry & Mining 1 5.35 1.73 0.80 15.0
Water Supply & Sanitation | 2 58.41 18.91 9.10 15.60
Social 3 57.32 18.56 32.05 55.90
Transport 1 61.49 19.91 -- --
Multi-sector 1 9.00 2.91 1.97 21.90
Total 13 308.80 100 60.17 19.50
Chart 1: Average Disbursements of Ongoing Operations by
Sector
140.00 60.0%
120.00 -+ w + 50.0%
100.00 % .
N / \ 1 40.0% g
5 80.00 \ £
= \ / \ 130.0% 3
> 60.00 [
: \ SENENIETR
40.00 | § \ \
20.00 § \ \ + 10.0%
Agric . WE&S
Ind (1) |[Multi (1)| Soc (3) |Trans(1)
®) 2)
Amt |117.23 | 5.35 9.00 | 57.32 | 61.49 | 58.41
—e—%Disb | 14.1% | 15.0% | 21.9% | 55.9% | 0.0% | 15.6%

1.2.4 In addition to the above-cited operations, there are two on-going multinational operations,
namely, the Lake Edwards and Lake Albert Fisheries Pilot and the Creation of Sustainable Tsetse
and Trypanosomiasis Free Areas Projects, valued at UA 1.65 million and UA 6.79 million,
respectively, which also cover Uganda. Their disbursement rates are 17.8% and 4.3%, respectively.

1.3 Context of Review

1.3.1 Growth: Uganda’s GDP grew at an average rate of 6.9% in the 1990s. This is notable
compared with the average of 2.2% for Sub-Saharan Africa. Economic growth during recent years
has slowed somewhat, but continues to be strong, averaging 5.5% from 1999/2000-2004/2005.
However, continued high population growth means that GDP growth per capita is considerably
lower, posing a challenge to poverty reduction. Gross domestic savings increased from only 4.7%
of GDP in 1999/2000 to 11.1% in 2004/2005, and exports increased from 11.2% of GDP to 14.5%
of GDP over the same period. Foreign direct investment increased from US$177 million to US$197
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million in 2004. To ensure that the momentum in economic growth and poverty reduction is not
lost, GoU should address the following key challenges: i) increase mobilization of domestic
resources; ii) stimulate private investment; iii) promote exports; iv) strengthen budget execution;
and v) maintain public debt within manageable levels.

1.3.2 Poverty and Inequality: The proportion of the population living below the poverty line in
Uganda declined from 56% in 1992, to 34% in 2000, owing to strong growth in real private
consumption, except in the conflict-affected north (average growth 1.2%) and in the arid east
(average growth 2.8%). The depth and severity of poverty also declined, and non-income welfare
measures improved. However, the proportion of Ugandans with income below the poverty line
increased from 34% in 1999/00, to 38% in 2002/03. Available data suggests that the pace of decline
in poverty rates may be slowing, while inequality is increasing. Most of the deterioration arose from
a rise in rural income poverty. Poverty is often transitory for those with incomes outside of crop
agriculture, but chronic for those whose livelihoods rely primarily on crop agriculture. The north
remains the poorest region (with 63% of the population living in poverty). Poverty increased most
dramatically in the east (from 35% to 46%). Rapid population in urban areas contributed to a rise in
urban poverty.

1.3.3 External Debt Sustainability: Uganda’s risk of debt distress has been greatly reduced
following the GoU’s implementation of the Multilateral Debt Reduction Initiative (MDRI), which
cancelled 100 percent of eligible debts to the IMF, ADF, and IDA. The MDRI reduced the net
present value (NPV) of the external debt—to-exports ratio from a pre-MDRI level of 229% in
2004/05, to 46% in 2005/06, and this is estimated to have declined further to 33% in 2006/07. The
reduction in the risk of debt distress, notwithstanding prudent debt management and efficient
resource allocation, will still be critical in maintaining debt at sustainable levels in the long term.

1. REVIEW OF ON-GOING PROJECTS

2.1 Brief Review of Each On-going Operation

Agriculture and Rural Development Sector

The Bank Group has approved 32 operations in the agriculture and rural development sector since
the commencement of operations in 1968, having received the largest share of financing (26.40%).
Total commitments stand at UA 239.11 million and cumulative disbursement is UA 121.50 million.
The average size of the on going agriculture projects is UA 23.45 million. All five ongoing
operations are disbursement effective and disbursing. Execution responsibilities for agriculture and
rural development operations cut across three different Government ministries and this poses
coordination challenges. Table 5 below summarizes the approved amount, age and disbursement
rate of the agriculture projects reviewed.

Table 5: Ongoing Agriculture Rural Development Operations

Projects Amount Age Disbursement
Approved (years) Rate (%0)
(UA Million)
Northwest Smallholder Agricultural Development Project 17.60 7.8 23.10
Area-based Agricultural Modernization Programme 9.67 6.8 49.50
Fisheries Development Project 22.00 4.8 11.70
National Livestock Productivity Improvement Project 26.54 4.8 16.00
Farm Income Enhancement and Forest Conservation Project 41.42 2.8 1.40
Total 117.23 27.2 13.90
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A.  NORTH WEST SMALLHOLDER AGRICULTURAL DEVELOPMENT PROJECT
(NWSADP)

A.1 Basic Administrative and Financial Data

Loan Amount: UA 17.6 Loan Agreement Number: Date of Appraisal:
million 2100150 001035 September/October 1999
Date of Approval: 15 Project Area: Adjumani, Date of Signature: 20 November
December 1999 Moyo, Nebbi, Yumbe, and 2000

Avrua Districts
Date of Disbursement Date of first Disbursement: Disbursement to Date: UA
Effectiveness: 18 May 2001 27 August 2001 4,061,848.72
Loan Balance: UA Deadline for Final Other co-financiers: GoU: UA 2.01
13,538,651.28 Disbursement: 31 December | million

2007
Date of last supervision Date of Last Quarterly Progress Report: July-September 2006
mission: 04/06/2006-
16/06/2006
Date of last Audit report: The | Executing Agency: Ministry of Agriculture, Animal Industry and
audit report for FY ended Fisheries (MAAIF)
June 2006 was submitted to
the Bank on 29 December
2006
Project Objective/s and Components: Improve and sustain agricultural productivity for smallholders in
the four Districts of the North West Region. Components: i) Production Enhancement; ii) Marketing
Opportunities; iii) Rural Infrastructure; iv) Micro Credit; and v) Support for Coordination and
Management.

A.2 Fulfilment of loan/grant conditions/covenants and Project Start Up

It took 17 months for the loan agreement to be disbursement effective. The delay in achieving
disbursement effectiveness, and consequently, disbursement of the first tranche, largely stemmed
from delays by GoU in obtaining parliamentary approval for the loan. Delayed fulfilment by GoU
of some of the conditions precedent to first disbursement of the loan, particularly those related to
setting up District implementation structures, also affected the timeliness of disbursement. Due to
GoU’s creation of new districts after appraisal as apart of its decentralization policy, the District
Technical Advisory Committee is not operational in Koboko District, since the latter is new. Yet,
this is a condition precedent to first disbursement. Although GoU undertook to provide adequate
extension staff for each District Production Department in Moyo, Arua, Adjumani and Nebbi, this is
only partially fulfilled reportedly due to staffing limitations arising from restructuring of local
governments. In future, the Bank should adequately sensitize parliamentarians at appraisal of the
benefits of upcoming projects so as to minimize parliamentary approval delays.

The delay in project start-up and the sluggish performance of the credit scheme thereafter also raise
questions about the design of the credit component, especially in light of the significant policy and
institutional changes in Uganda’s microfinance sector in recent years.

A.3  Procurement performance

The project was launched in August 2001. The project has so far procured 13 vehicles, 192
bicycles, 1 refrigerator, 5 suppliers of office equipment, furniture and accessories, 2 contractors to
drill 9 boreholes in Northwest Uganda and refurbish the project coordination unit, 3 consultants to
audit of the project’s financial statements, and others for agricultural marketing and technical
assistance. The project has signed 19 contracts for the construction and/or rehabilitation of rural
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access roads and bridges. The project has received the Bank’s “no objection” for the award of
contracts for construction of 22 markets and all contracts will be signed with the approved
contractors by end March 2007. The project has also submitted to the Bank, for approval, the tender
evaluation report with respect to the construction of 2 district farm institutes.

A.4  Financial performance

GoU Counterpart Funding: At appraisal, it was agreed that GoU’s contribution of UA 2.0 million, or
10.2% of the total project cost, will meet all general operating and personnel expenses, as well as all
duties and taxes associated with procurement of project services. The project is Poverty Action Fund
(PAF) protected, and as such, has had no problems with counterpart financing. For FY 2004/05 and
FY 2005/06, GoU has contributed UGX 737,086,552 and UGX 1,048,807,288, respectively, in the
form of cash advances and salaries of District staff. GoU also offsets project duties and taxes.

ADF Disbursement: ADF has disbursed 23.08% of the loan, yet the deadline for final disbursement
is December 2007. Meanwhile, approximately 60% of the project’s costs are in respect of rural
infrastructure investments, whose implementation has only started. At appraisal, a minimum of 3
replenishments were envisaged annually, with replenishment being based on 4 monthly project
work plans and budgets. However, 6 years after project implementation started, the project’s
Special Account has only been replenished 6 times by the Bank. The delays in replenishing the
Special Account are primarily the result of the repeated problems that the Project Coordination Unit
(PCU) has been facing in collecting and submitting to the Bank timely accountabilities from
Districts covered by the project for funds advanced by the project.

A.5  Project activities and works

The estimated level of implementation of each component is as follows: production enhancement
(over 70%), marketing opportunities (over 50%), infrastructure (55% on the basis of signed
contracts and funds committed), micro credit (25%), and project coordination (over 60%). While
the average rate of physical implementation exceeds the average disbursement rate, it is unlikely
that the remaining project activities will be accomplished before the present deadline for final
disbursement. Instead an extension of about six months will be inevitable.

A.6 Impact of project activities on its development objective/s

The project’s objective of assisting to increase the agricultural production and productivity of
smallholders is still compliant with GoU’s priorities and strategy for poverty reduction, as
encapsulated under the second pillar of the Poverty Eradication Plan (PEAP) for 2004-09, which
pertains to enhancing production, competitiveness and incomes. Given the time lost, more than the
originally planned five years to implement the remaining key activities of the project is required,;
hence the Bank’s first extension of the project life by two years. With project performance currently
rated unsatisfactory, it also requires very close monitoring and high quality Bank supervision.

A.7  Overall assessment of project performance based on SAP supervision ratings

Compliance Procurement Financial Activities Impact on Overall
With Performance Performance and Development  Assessment
Conditions Works/Outputs
1.2 1.4 1.4 1.4 1.6 1.5

B. AREABASED AGRICULTURAL MODERNIZATION PROGRAMME (AAMP)

B.1  Basic Administrative and Financial Data




Loan Amount: UA 9.67 Loan Agreement Number: Date of Appraisal: February 2000
million 2100150001042
Date of Approval: 13 Programme Avrea: 10 | Date of Signature: 30 May 2001
September 2000 Districts of Southwestern

Uganda, comprising  of

Bushenyi, Bundibugyo,

Kabale, Kabarole, Kasese,
Kisoro, Mbarara, Ntungamo,

Sembabule, Rukungiri,

Kyenjojo, Kamwenge, &

Kanungu
Date of Disbursement Date of first Disbursement: Disbursement to Date: UA
Effectiveness: 14 November | 06 May 2004 4,789,229.16
2003
Loan Balance: UA Deadline for Final Other co-financiers: IFAD: UA 9.70
4,882,270.84 Disbursement: 30 June 2008 | million; GoU: UA 2.08 million;

Beneficiaries: UA 1.01 million

Date of last supervision Date of Last Quarterly Progress Report: July-September 2006
mission: 08/05/2006-
17/05/2006

Date of last Audit report: The | Executing Agency: Ministry of Local Government (MoLG)
audit report for FY ended
June 2006 was submitted to
the Bank on 20 December
2006

Programme Objective/s and Components: Increase programme area household income. Components:
i) agricultural commercialisation ii) community mobilisation; iii) rural infrastructure development;
and iv) programme facilitation. The ADF is only financing rural feeder roads rehabilitation activities.

B.2 Fulfillment of loan/grant conditions/covenants and Project Start Up

It took almost 38 months for disbursement effectiveness to be achieved. This delay, and
consequently, disbursement of the first tranche of the project funds, largely stemmed from an 18-
month delay by GoU in obtaining parliamentary approval for the loan. Prolonged delays were also
experienced in the fulfilment, by the GoU, of particularly the requirements of Section 5.01 (ii) of
the loan agreement, i.e., recruitment and appointment of a consulting engineering firm to design and
supervise civil works. In future, the Bank should adequately sensitize parliamentarians at appraisal
of the benefits of upcoming projects. The relocation of the Bank from Abidjan to Tunis in early
2003 also affected timely continuity of Bank operations, including matters related to the project. In
future, the recruitment of consultancy services should not be included among conditions precedent
to disbursement, as its results in project start up delays.

B.3  Procurement Performance

The project was launched in November 2003. It has signed 12 civil works contracts for
rehabilitation of a total of 700 kms of roads. In addition, the project has procured the services of 1
consultant for the design and supervision of the 12 civil works contracts. The project has initiated
the procurement process for recruitment of 1 design and supervision consultant for an additional
400 kms of road and has completed proposal evaluation to be followed by the procurement of civil
works contractors.

B.4 Financial Performance
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GoU Counterpart Funding: At appraisal, it was agreed that ADF and GoU would jointly finance the
feeder roads rehabilitation sub-component, with GoU contributing UA 1.02 million, or 10% of the
cost of civil works. This is in addition to the agreement that GoU would meet all duties and taxes
associated with procurement of programme services. As at end March 2006, GoU had disbursed
88% of the counterpart financing agreed at appraisal.

ADF Disbursement: Only two categories of expenditure are financed by they Bank, i.e., civil works
and consultancy services; this is done via direct payment and has generally been timely. The loan is
49.52% disbursed.

B.5 Project Activities and Works

Due to prolonged issuance of Parliamentary ratification of the loan and delayed achievement of
disbursement effectiveness, the first disbursement was only made in May 2004. As such, project
activities did not start in September 2000, as envisaged at appraisal. The overall pace of civil works
has been slow due to the inability of contractors to provide advance payment guarantees per the
Bank’s policies, and consequently, their dependence on own finance, which was challenging for
initial mobilization. Weather conditions and unpredictability of underground conditions of the sites,
leading to increases in the volume of the works and contract variations, also contributed to the slow
pace. Despite these constraints, encouraging progress has been made in the rehabilitation of feeder
roads. Physical implementation of civil works and consultancy services in respect of supervision of
the implementation of such works now stand at 80% each. This is a notable achievement, given the
project’s average disbursement rate of 50%. The Bank has approved GoU’s request for 400 kms
additional feeder roads to be rehabilitated in the project area using loan savings.

B.6 Impact of project activities on development

Project interventions have greatly supplemented GoU’s poverty eradication efforts in the project
areas. The project is well in line with pillar 2, of the the PEAP. The project has stimulated the
existing agricultural potential, which has stepped up local level production, hence raising rural
household incomes. Feeder roads rehabilitation has also assisted in linking producers to markets,
trunk roads and other relevant strategic commercial points. The most remarkable impact of the
rehabilitated roads is the reduction in transport costs by over 50%. Previously, very few motor
vehicles could access the project areas, leading to high transportation costs for farm produce and
humans. The opening up of roads has stimulated production as farmers are now assured of
accessing markets. Increases in farm gate prices for agricultural produce have also been reported
due to reduction of middlemen. For example, banana prices have increased by over 100% in
Mbarara District. Previously, the few middlemen who would access the rural areas offered prices as
low as UGX 500 per bunch because farmers lacked alternatives. With improved access, more
traders have come in and farmers are now able to bargain and obtain better prices of up to UGX
2,500 per bunch. Farm gate price for rice has also increased by 50%. Furthermore, commercial
buildings are beginning to be constructed along the roads rehabilitated as a result of increased
business prospects. Finally, rehabilitation of feeder roads has greatly assisted in easing the
transportation of the sick from project areas to health centres.

B.7  Overall assessment of project performance based on SAP supervision ratings

Compliance Procurement Financial Activities Impact on Overall
With Performance Performance and Development  Assessment
Conditions Works/Outputs
2.7 2.5 3.0 2.4 2.9 2.7

C. FISHERIES DEVELOPMENT PROJECT (FDP)



C1l Basic Administrative and Financial Data

Loan Amount: UA 22 Loan Agreement Number: Date of Appraisal: July 2001
million 2100150006950

Date of Approval: 12 June Project Area: Western, | Date of Signature: 14 Nov 2002
2002 Central and Eastern Regions

round Lakes Victoria, Kyoga,
Albert, Edward and George

Date of Disbursement Date of first Disbursement: Disbursement to Date: UA

Effectiveness: 9 May 2003 18 September 2003 2,569,839.51

Loan Balance: UA Deadline for Final Other co-financiers: GoU: UA 3.30

19,430,160.49 Disbursement: 31 January million; Beneficiaries: UA 0.178
2008 million

Date of last supervision Date of Last Quarterly Progress Report: July-September 2006

mission: 21/08/2006-

24/08/2006

Date of last Audit report: The | Executing Agency: Ministry of Agriculture, Animal Industry &

audit report for FY ended Fisheries

June 2006 was submitted to
the Bank on 12 January 2007
Project Objective/s and Components: Increase incomes from fishing through availability of higher
quality fish products and through strengthening of aquaculture research and development.
Components: i) Fish Quality Assurance; ii) Aquaculture Research and Development; iii) Fisheries
Credit Fund; iv) Capacity Building; and v) Project Coordination.

C.2 Fulfillment of loan/grant conditions/covenants and Project Start Up

It took approximately 11 months for the loan agreement to be disbursement effective. This arose
from delayed parliamentary ratification of the loan, as well as a delay by the Government in
submitting the legal opinion. In future, the Bank should adequately sensitize parliamentarians at
appraisal of the benefits of upcoming projects. The Bank should also follow up more effectively
with Executing Agencies to ensure timely fulfilment of loan effectiveness conditions.

The delay in project start-up and the non-commencement of the credit scheme to date also raises

questions about the design of the credit component, especially in light of the significant policy and
institutional changes in Uganda’s microfinance sector since appraisal.

C3 Procurement Performance

The project was launched in May 2003. Project procurement performance is steadily improving
with the recruitment recently of a project Procurement Officer. The project has, so far, procured 31
motor cycles, 3 vehicles, and recruited the Fisheries Training Institute (FTI) to train fish farmers.
The procurement of 8 patrol boats, computers and accessories, and text books for the FTI are at
advanced stages, with expected final delivery dates of June 2007, March 2007 and March 2008,
respectively. The procurement of civil works contractors for the construction of regional ice plants,
Kajjansi fish farm renovation, hatchery construction, regional fish fry centre, and 3 lots of fish
landing sites awaits the completion of designs by 4 consultants that are already on board. The
procurement process for the acquisition of consultancy services with respect to 2 studies and
recruitment of a fish nutrition expert are at advanced stages. The procurement processes for 2
supply tenders and recruitment of a fish marketing expert have been initiated, while the
procurement of 1 firm to administer the credit fund has stalled. The project will initiate the
procurement process for supply of laboratory chemicals and inputs for research at an appropriate
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time to ensure that deliveries coincide with the finalization of civil works at the Kajjansi
Aquaculture Research Development Centre. The project plans to procure contractors for
construction of fish market stalls and extension of the fish quality control laboratory immediately
after designs have been prepared by the consultant.

C4 Financial Performance

GoU Counterpart Funding: At appraisal, it was agreed that GoU would finance 30.5% of the local
costs amounting to UA 3.36 million. Government counterpart funding has remained inadequate and
is often received late. For example, only 42% (UGX 570 million) of the expected contribution from
the Government (UGX 1.35 billion) in the 2005/2006 financial year was provided. If counterpart
funding does not improve, several project activities to be financed using such funds, especially
supervision of field operations and payment of taxes, will be severely affected. The Executing
Agency’s budget for the 2006/07 financial year has been significantly reduced by GoU and this will
further lessen the availability of counterpart funds to the project.

ADF Disbursement: The project’s cumulative disbursement is low at 11.7%.

C.5 Project Activities and Works

In spite of the project’s relatively low disbursement rate, the project’s major works are now being
tendered. Meanwhile, the level of overall physical implementation is estimated at 25%, ranging
from 0% for the credit fund, to 20% for fish quality assurance, 30% for aquaculture research and
development, 60% for capacity building and 60% for project management. Given the project’s life,
the average financial disbursement and physical implementation rates should be well above their
present status. In addition to the issues outlined in section C.2 above, the project’s physical
implementation status stems from the delayed start-up of its civil works, which account for the vast
majority of the project’s costs. It is unlikely that the remaining project activities will be
accomplished before the present deadline for final disbursement. Instead, an extension of about one
year will be inevitable.

C.6 Impact of project activities on development

The project entails key activities, which if well implemented, could contribute to the proper
functioning of the fisheries sub-sector. These include establishment of fish landing centres, fish
markets, support to fish research and development activities including establishment of laboratories,
etc, all of which are still pending due primarily to start-up and procurement delays. The impact of
the project’s activities on its development objective is very limited, except for the capacity building
component, where over 200 staff and beneficiaries have been trained. The project remains quite
relevant to the PEAP and is central to the development of the fishing industry.

C.7  Overall assessment of project performance based on SAP supervision ratings

Compliance Procurement Financial Activities Impact on Overall
With Performance Performance and Development  Assessment
Conditions Works/Outputs
2.8 1.6 1.8 15 2.4 2.0

D. NATIONAL LIVESTOCK PRODUCTIVITY IMPROVEMENT PROJECT (NLPIP)

D.1  Basic Administrative and Financial Data

| Loan/Grant Amount: UA | Loan/Grant Agreement | Date of Appraisal: April/May 2002 |
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23.74 million/ UA 2.79 Number: 2100150007005/

million 2100155001880

Date of Approval: 4 Project Area: Twenty nine | Date of Signature: 02 June 2003
December 2002 Districts in the cattle corridor

Date of Disbursement Date of first Disbursement Disbursement to Date: Loan: UA
Effectiveness: 22 November | Loan: 02 February 2005; 3,663,165.93; Grant: UA 587,770.74
2004 Grant: 17 August 2006

Loan/Grant Balance: Loan: Deadline for Final Other co-financiers: GoU: UA 5.044
UA 20,076,834.07; Grant: Disbursement: 31 December | million

UA 2,208,229.26 2008 Beneficiaries: UA 2.02 million

Date of last supervision Date of Last Quarterly Progress Report: October-December 2006
mission: 27/03/2006-

07/04/2006

Date of last Audit report: The | Executing Agency: Ministry of Agriculture, Animal Industry &

audit report for FY ended | Fisheries

June 2006 was submitted to

the Bank on 2 January 2007

Project Objective/s and Components: Increase household incomes of participating livestock farmers
in the cattle corridor through increased livestock production and productivity. Components: i)
Livestock Restocking and Genetic Resources Development; ii) Animal Health; iii) Water Supply and
Forage Resources Development; iv) Livestock Market Infrastructure and Information Systems; and v)
Project Co-ordination Unit.

D.2  Fulfillment of loan/grant conditions/covenants and Project Start Up

It took 23 months for the loan agreement to achieve disbursement effectiveness. This was first the
result of delayed parliamentary ratification of the loan. In addition, pre-disbursement condition 5.01
(v), which required GoU to provide acceptable evidence of ownership of the sites where livestock
marketing infrastructure will be built in the Districts, also caused significant delay. For the grant,
the only condition precedent to first disbursement, which is the requirement that GoU “prepare and
submit to the Fund a training programme, an implementation schedule and a budget for all training
under the Project”, was delayed. Even after the training programme was submitted to the Bank in
Tunis for review in December 2005, the Bank only replied in mid February 2006. The steps needed
to be taken by the Executing Agency in order to access the grant funds were initially unclear to the
PIU, but were promptly clarified and subsequently fully met in June 2006. In future, the Bank
should adequately sensitize parliamentarians at appraisal of the benefits of upcoming projects.
Moreover, GoU should work with parliament to ensure that the ratification process is done by
Ministry of Finance, Planning and Economic development (MoFPED) and parliament monitors
transparency and accountability in the equitable use of state funds. The Bank should also ensure that
pre-disbursement conditions of future operations are rationalized. Finally, the Bank should provide
better and timelier guidance to Executing Agencies on loan disbursement effectiveness matters.

The delay in project start-up and the non-commencement of the credit scheme to date also raises
questions about the design of the credit component, especially in light of the significant policy and
institutional changes in Uganda’s microfinance sector since appraisal.

D.3  Procurement Performance

The project was launched in October 2004. The familiarity of project staff with the Bank’s
procurement procedures is improving. The project has procured 5,905 cattle and 6,044 goats under
the restocking component, 1,585 cattle and 112 goats for genetic improvement, 5 vehicles, 148
motorcycles, 85 bicycles, 1 tractor and implements, 18 desktops, 2 laptops, 1 fax, 1 photocopier, 1
LCD projector, 1 video and screen, office furniture, farm tools, fertilisers, pesticides, pasture seeds,
vaccines, veterinary drugs, laboratory reagents and equipment, and 9,000 tsetse traps. It has also
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procured the services of 3 consultants for the design and supervision of livestock infrastructure,
design of livestock watering facilities and design of the livestock census.

Procurement of livestock has been somewhat problematic, especially in regard to the quality of
animals supplied, given the time lapse between physical inspection/ selection of technically viable
animals and actual delivery of animals to project clients. However, with the use of contract
suppliers for a maximum contract duration of three years, it is expected that the quality of animals
supplied will improve greatly. The project is still experiencing delays in procurement as a result of
the P1U’s lack of a Procurement Officer.

D.4  Financial Performance

GoU Counterpart Funding: At appraisal, it was agreed that GoU financing, which would be in local
cost, would be split between central, GoU — UA 3.17 million, or 9.4% of total costs and local
government — UA 1.88 million, or 5.6%. However, counterpart funding has not been adequate. In
the 2004/05 financial year, out of a budget of UGX 1.31 billion, UGX 400 million was approved,
but only UGX 130 million was received. For the 2005/06 financial year, out of a budget of UGX
1.81 billion, UGX 828 million was approved but only UGX 502 million was received. From a
budget of UGX1.9 billion for the 2006/07 financial year, UGX 500 million was approved, and so
far, a total of UGX 206 million has been received for the first and second quarter. There is no
evidence of Local Government contribution to the project. This situation has and continues to
impact project implementation.

ADF Disbursement: The loan and grant are 15.43% and 21.02% disbursed, respectively.

D.5  Project Activities and Works

Overall project implementation status stands at about 10%, while that for individual components is
as follows: i) Livestock Restocking and Genetic Resources Development (30%); ii) Animal Health
(20%); iii) Water Supply and Forage Resources Development (10%); iv) Livestock Market
Infrastructure and Information Systems (15%); and v) Project Co-ordination Unit (30%). The lower
average level of physical implementation compared to the average disbursement rate is the result of
reasons summarized in section D.2, as well as the delayed commencement of the project’s civil
works and microfinance activities, which account for a sizable proportion of the project’s costs.

D.6  Impact of project activities on development

If the project is fully implemented as designed, it will have significant positive impacts on incomes
and livelihoods of smallholder livestock farmers, thereby contributing to pillar 2 of Uganda’s
PEAP. Accordingly, the project remains relevant to Uganda’s PEAP and contributes meaningfully
to the operationalization of the Plan for the Modernization of Agriculture (PMA).

D.7  Overall assessment of project performance based on SAP supervision ratings

Compliance Procurement Financial Activities Impact on Overall
With Performance Performance and Development  Assessment
Conditions Works/Outputs
15 2.3 2.6 2.3 2.0 2.2

E.  FARM INCOME ENHANCEMENT AND FOREST CONSERVATION PROJECT
(FIEFCP)
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E.1l Basic Administrative and Financial Data

Loan/Grant Amount: UA Loan/Grant Agreement Date of Appraisal: August 2004
31.57 million/ UA 9.85 Number: 2100150008296/

million 2100155003172

Date of Approval: September | Project Area:  Nationwide, | Date of Signature: 18 January 2005
2004 covering 37 Districts

Date of Disbursement Date of first Disbursement: Disbursement to Date: Loan: UA

Effectiveness: 16 February Loan/Grant: 14 July 2006 535,391.58; Grant: UA 38,771.95
2006

Loan/Grant Balance: Loan: Deadline for Final Other co-financiers: NDF: UA 4.11
UA 31,034,608.42; Grant: Disbursement: 31 December | million; GoU: UA 5.55 million;

UA 9,811,228.05 2010 Beneficiaries: UA 0.06 million

Date of last supervision Date of Last Quarterly Progress Report: July to September 2006
mission: 14/08/2006-

18/08/2006

Date of last Audit report: n/fa | Executing Agency: Ministry of Water, Lands and Environment

Project Objective/s and Components: Improve incomes, rural livelihoods and food security, through
sustainable natural resources management and agricultural enterprise development. Components: i)
Forestry Support; ii) Agricultural Enterprise Development; and iii) Project Coordination.

E.2 Fulfilment of loan/grant conditions/covenants and Project Start Up

Primarily due to delayed parliamentary ratification, it took about 20 months to achieve loan
disbursement effectiveness. In future, the Bank should adequately sensitize parliamentarians at
appraisal of the benefits of upcoming projects. Moreover, the Bank should provide better and
timelier guidance to Executing Agencies on loan disbursement effectiveness matters.

E.3 Procurement Performance

The project was launched in August 2006. At the start of the project, the Executing Agency was
restructured and split into two ministries. The procurement capacity of the new Procurement and
Disposal Unit (PDU) in the new Ministry of Water and Environment (MWE) was, thus, constrained
in the first few months and this caused delays. However, project staff have benefited from the
project launch procurement training and additional Bank support is improving performance. The
Government has seconded 2 procurement personnel to the project who, together with the other
project staff, are advancing their familiarity with the Bank’s procurement policies.

The project is at bid evaluation stage for 11 procurements with respect to acquiring contractors for
the renovation of the project coordination office, supply of 14 vehicles, office furniture and
equipment for the coordination office, the agriculture component, and forestry component, as well
as 1 generator set for the agriculture component. The project has initiated the procurement process
for acquisition of 3 consultants to undertake a baseline survey under the agriculture component,
recruitment of a watershed management advisor and sourcing contractors for the renovation of the
offices of the agriculture and forestry components.

E.4 Financial Performance

GoU Counterpart Funding: At appraisal, it was agreed that GoU would finance costs of recurrent
operations and salaries of designated staff amounting to UA 5.55 million, or 10.9% of project costs.
During the 2006/07 financial year, limited funding was provided to the agricultural enterprise
development component in the Ministry of Agriculture, Animal Industry and Fisheries. No budget
provisions have been made to the components under MWE.
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ADF Disbursement: The bureaucratic procedure for changing project signatories following the split
of the old Ministry, as mentioned above, delayed access to funds in the special and local currency
accounts for about three months after Bank release of the first disbursement. The loan and grant
disbursements are 1.70% and 0.39%, respectively.

E.5 Project Activities

The project encountered administrative delays in the first six months of implementation.
Nevertheless, necessary preparatory measures have been taken to ensure full scale off take. For
reasons presented in section E.2 above, given the life of the project, the status of physical
implementation is unsatisfactory, but largely in line with the average disbursement rate.

E.6 Impact of project activities on development

If the project is fully implemented, it will improve incomes, rural livelihoods and food security of
the rural farmers/communities. The project remains in conformity with the PEAP and the PMA.

E.7 Overall assessment of project performance based on SAP supervision ratings

Compliance Procurement Financial Activities Impact on Overall
With Performance Performance and Development  Assessment
Conditions Works/Outputs
2.3 2.0 2.7 2.0 2.3 2.3

Industry and Mining Sector

The Bank Group has approved 6 operations in the industry and mining sector since the
commencement of its operations in 1968, having received 2.68% of total financing. Total
commitments stand at UA 24.23 million and cumulative disbursement is UA 13.77 million. The
sole ongoing operation is disbursing. Table 6 summarizes the approved amount, age and level of
disbursement of the reviewed industry and mining sector project.

Table 6: Ongoing Industry and Mining Sector Operation

Project Amount Age Disbursement
Approved (years) Rate (%)
(UA Million)

Mineral Resources Management and Capacity Building Project 5.35 2.8 15.0

F.  MINERAL RESOURCES MANAGEMENT & CAPACITY BUILDING PROJECT
(MRMCBP)

F.1 Basic Administrative and Financial Data

Grant Amount: UA 5.35 Grant Agreement Number: Date of Appraisal: March 2004
million 21001550033467

Date of Approval: 29 Project Area: Countrywide Date of Signature: 18 January 2005
September 2004

Date of Disbursement Date of first Disbursement: Disbursement to Date: UA
Effectiveness: 18 January 15 May 2005 799,884.14

2005

Grant Balance: UA Deadline for Final Other co-financiers: IDA: UA 17.37
4,550,115.86 Disbursement: 31 May 2010 | million; NDF: UA 4.86 million;
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GoU: UA 2.08 million

Date of last supervision Date of Last Quarterly Progress Report: July-September 2006
mission: 26-30/06/2006
Date of last Audit report: The | Executing Agency: Ministry of Energy and Mineral Development
audit report for FY ended | (MEMD)

June 2006 was submitted to
the Bank on 29 December
2006

Project Objective/s and Components: Encourage expansion of private investment in the mineral sector
in a socially and environmentally sound manner. ADF is supporting i) institutional infrastructure and
capacity building in respect of the management of mineral resources; ii) airborne geophysical data
acquisition for Uganda, with emphasis on selected areas of high mineral potential; iii) support to the
seismological network, which includes upgrading the existing seismological network and installing
new seismic stations; and iv) support to geological storage facilities via their rehabilitation and
restocking the rock sample storage and display, and training.

F.2 Fulfilment of loan/grant conditions/covenants and Project Start Up

It took only 5 months for the grant protocol to be disbursement effective. Compared to the average
timeframe that it takes for achievement of effectiveness in Uganda, this is acceptable.

F.3 Procurement Performance

The project was launched in March 2005. Contracts have been signed with Fugro Airborne Surveys
(PTy) Limited to carry out airborne geophysical surveys and data acquisition for 4 mineral
exploration blocks and work commenced in December 2006.

The commencement of the procurement process in respect of 5 supply contracts, namely, equipment
to the laboratories at Entebbe, urgently required equipment and reagents, equipment for the
geological museum and rock storage facility, equipping the seismological network, and batteries for
seismological network, awaits the completion and recommendations of the needs assessment
consultancy. The proposals for the needs assessment consultancy have been evaluated, but contract
award will only be effected after savings are realized to supplement the available resources so as to
be able to meet the price of the best evaluated bidder. The procurement of contractors for the
renovation of old seismological stations, and construction of 6 new seismological stations will be
embarked on after completion of the design consultancy, which is funded by IDA.

F.4 Financial Performance

GoU Counterpart Funding: At appraisal, it was agreed that GoU would contribute UA 2.08 million
or 7% of the project costs. Notwithstanding budget cuts from time to time, GoU has been honouring
its obligations in this regard. A total of US$ 611,629 (UA 436,877) has been released.

ADF Disbursement: Following initial disbursement problems, there has been some improvement in
Bank processing of disbursement matters. The grant is 4.43% disbursed.

F.5 Project Activities and Works

There were no start-up delays per se. The average physical implementation rate is behind the
appraisal plan and the average disbursement rate. This is largely the result of the Government’s
failure to designate a full time Coordinator for the project in the initial period of its implementation,
but this was done in late 2006.
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Impact of project activities on development

Full scale project implementation has just commenced, but the linkages of project activities to the
realization of the stated objectives appear positive.

F.7  Overall assessment of project performance based on SAP supervision ratings
Compliance Procurement Financial Activities Impact on Overall
With Performance Performance and Development  Assessment
Conditions Works/Outputs
2.7 3.0 2.1 2.5 2.5 2.5

Water and Sanitation Sector

The Bank Group has approved 8 operations in the water and sanitation sector, since the
commencement of its operations in 1968, having received 8.51% of the financing. Total
commitments stand at UA 77.10 million and cumulative disbursement is UA 28.21 million. The
average size of the on going water and sanitation projects is UA 29.21 million. All 2 ongoing
operations are disbursing. Table 7 below summarizes the approved amount, age and disbursement
rate of the reviewed water and sanitation projects.

Table 7: Ongoing Water and Sanitation Operations

Projects Amount Age Disbursement
Approved (years) Rate (%)
(UA Million)
Small Towns Water Supply and Sanitation Project 18.41 2.8 21.7
Rural water Supply and Sanitation Programme 40.00 1.7 10.0
Total 58.41 4.7 15.6
G. SMALL TOWNS WATER SUPPLY AND SANITATION PROJECT (STWSSP)
G.1  Basic Administrative and Financial Data
Loan/Grant Amount: UA Loan/Grant Agreement Date of Appraisal: July 2004
12.26 million; UA 6.15 Number: 100150008849
million /2100155003571
Date of Approval: 24 Project Area: Seven small | Date of Signature: Loan: 18 January
November 2004 towns (lganga, Kigumba, | 2005
Mityana,  Mpigi,  Apac,

Nebbi, Pakwach)

Date of Disbursement
Effectiveness: 13 June 2005

Date of first Disbursement:
Loan: 08 July 2005; Grant:
04 August 2005

Disbursement to Date: Loan: UA
3,485,960.56; Grant: UA 1,607,221.93

Loan/Grant Balance: Loan:
UA 8,774,039.44; Grant: UA
4542 778.07

Deadline for Final
Disbursement: 31 December
2008

million

Other co-financiers: GoU: UA 2.51

Date of last supervision
mission: 18-29/09/2006

Date of Last Quarterly Progress Report: July-September 2006

Date of last Audit report: The
audit report for FY ended
June 2006 was submitted to
the Bank on 2 January 2007

Executing Agency: Ministry of Water and Environment (MWE)

Project Objective/s and Components: The project’s objective is to improve the standard of living and
promote development in the seven project towns. The project’s components are i) water supply for
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Iganga, Kigumba, Mityana, and Mpigi Districts, as well as for Apac, Nebbi, and Pakwach Districts; ii)
sanitation; iii) solid waste management; iv) storm water drainage; v) community mobilization and health
education; vi) institutional support and project implementation; vii) engineering services for
construction supervision; viii) land acquisition and compensation; and ix) project audit.

G.2  Fulfilment of loan/grant conditions/covenants and Project Start Up

It took only 7 months for the loan agreement to achieve disbursement effectiveness. Compared to
the average timeframe that it takes for achievement of effectiveness in Uganda, this is acceptable.

G.3  Procurement performance

The project was launched in February/March 2005. It has contracted 2 consultants for the
supervision of 3 lots of civil works pertaining to the construction of water supply and sanitation
systems, as well as the consultancy for the environmental impact assessment. In addition, the
project contracted 3 companies for the construction of water supply and sanitation systems under
the 3 lots, as well as 8 suppliers with respect to the supply of 2 lots of office furniture, 7
motorcycles, 3 lots of office equipment, and Information, Education and Communication (IEC)
materials. However, the project is yet to restart the procurement of solid waste management
equipment after failing to secure the Bank’s “no objection” to the recommendations of their
evaluation report. The project awaits the Bank’s “no objection” to the recommendations of the
evaluation report in regard to the award of 7 contracts for the construction of VIP latrines in the
project coverage towns.

G.4  Financial performance

GoU Counterpart Funding: At appraisal, it was agreed that GoU counterpart contribution of UA
2.51 million in local currency, or 12% of the total project cost, will be used to partly finance a
variety of project hardware and software activities. Some counterpart funding has been received and
used to pay salaries of the PIU, field expenses and land compensation in the project towns.
Additional, yet unplanned counterpart funding is being provided through the PIU in respect of three
seconded engineers, one assistant accountant, two social scientists, an IEC officer and support staff.
GoU counterpart contribution for the 2005/06 financial year stands at UA 92,652.

ADF Disbursement: The loan and grant are 28.43% and 26.13% disbursed, respectively.

G.5 Project Activities and Works

Implementation of civil works, which comprises about 75% of the project’s costs, stands at 15%,
while implementation of other categories of expenditure is at 13%. Design of civil works via
advance procurement was timely. Although the project’s average physical implementation rate is
slightly below that of the ADF financial disbursement rate, largely due to a 5-6 month delay in the
commencement of works, it is envisaged that all works would be completed on schedule. All works
contracts have been signed, contractors mobilized in the field and the physical works are in progress
for all three contracts/lots.

G.6 Impact of project activities on its development objective/s

The Executive Agency is on course in taking the necessary steps that would ensure high quality
implementation of activities and the achievement of project objectives. The project’s clients are
enthusiastic about playing the roles expected of them. The project’s achievement may be far greater
than that set. The impact on development should, thus, be good.
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G.7  Overall assessment of project performance based on SAP supervision ratings

Compliance Procurement Financial Activities Impact on Overall
With Performance Performance and Development  Assessment
Conditions Works/Outputs
2.7 2.7 2.1 2.8 3.0 2.5

H. RURAL WATER SUPPLY AND SANITATION PROGRAMME (RWSSP)

H.1  Basic Administrative and Financial Data

Grant Amount: UA 40.0 Grant Agreement Number: Date of Appraisal: February-May 2005

million 2100155006267

Date of Approval: 19 Programme Area: Date of Signature: 23 January 2006

December 2005 Countrywide

Date of Disbursement Date of first Disbursement: 9 | Disbursement to Date: UA 4,010,386.78

Effectiveness: 9 May 2006 May 2006

Grant Balance: UA Deadline for Final Other co-financiers: GoU: UA 77.10

35,989,613.22 Disbursement: 31 December | million; Dev. Partners (Direct): UA 14.1

2010 million; Dev. Partners (Earmarked B.S.):

UA 19.6 million; NGOs: UA 2.9 million;
Rural Communities: UA 2.7 million

Date of last supervision Date of Last Quarterly Progress Report: [half yearly PAF monitoring
mission: September 2006 report and semi-annual and the annual Budget Performance Report
(12/2006)]

Date of last Audit report: nfa | Executing Agency: Ministry of Water, Lands and Environment

Programme Objective/s and Components: Ensure sustainable safe water supply and sanitation facilities,
based on management responsibility and ownership by users, within easy reach of 65% of the rural
population (from 57% for water and from 56 % for sanitation) by 2009 with an 80-90% effective use and
functionality of facilities. Components: i) provision of new and rehabilitation of existing water supply
services to communities, including related studies where required; ii) provision of new sanitation facilities
in public places and for schools and health centres, including related studies where required; iii)
environmental assessment, mitigation and monitoring; iv) community development and capacity building;
and v) institutional support and capacity building to central ministries.

H.2 Fulfilment of loan/grant conditions/covenants and Project Start Up

It took only 5 months for the grant protocol to achieve disbursement effectiveness. Compared to
the average timeframe that it takes for achievement of effectiveness in Uganda, this is acceptable.

H.3  Procurement performance

The project was launched in September 2006. Subsequent Bank disbursements of the project grant
are conditional on GoU’s submission of satisfactory evidence of procurement of goods, works and
services from ADB Group member states, for the amount of the grant disbursed during the
precedent year. This requirement is in line with the provisions of Article 15 of the Agreement
establishing the ADF. Since ADF disbursements are being channelled as budget support into a
common pool, the PAF, and subsequently, the district grant for Rural Water Supply and Sanitation
(RWSS), it is rather difficult to ascertain which part of the district procurements for rural water and
sanitation can be attributed to ADF support. For example, the total conditional grant for rural water
and sanitation for 2005/06 was approximately UGX 29.0 billion, while the ADF grant was UGX
10.9 billion. To fulfil this requirement, a summary of procurement returns (contracts) has been
obtained from randomly selected district local governments and submitted to the Bank with the
application for the second tranche.
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H.4  Financial performance

GoU Counterpart Funding: At appraisal, it was agreed that GoU would contribute UA 77.11 over
the period 2005/06 to 2008/09 towards the programme. Half yearly value for money audits on PAF
activities and the Auditor General’s audit report for FY 2006/07, which is due on 31/12/2007, will
be used to gauge the level of GoU contribution to the project. However, as at 30 November 2006,
GoU counterpart funds were not forthcoming.

ADF Disbursement: The first tranche of the grant in the amount of UA 4.0 million, or 10% of the
project funds, was released in May 2006. The funds were deposited in a special account with the
Bank of Uganda (which is operated and managed by the Accountant General’s Office/MoFPED)
from which they were transferred to the consolidated fund account. An application for disbursement
of the second tranche of the grant amounting to approximately UA 12.3 million FY 2006/07 has
been prepared and transmitted to the Bank. The release of the second tranche is predicated on
satisfactory achievement of the annual rural water and sanitation performance targets of the PEAP,
as indicted in pillar 5, as well as fulfilment of a number of GoU undertakings.

H.5  Project Activities and Works

A district implementation manual to guide district local governments in the implementation of
RWSS activities has been prepared and submitted to the Bank for review. A community resource
book is being prepared and should be ready by early February 2007. There was no PAF monitoring
report prepared for January — June 2006, reportedly due to lack of funds at the then MWLE. In lieu
of the required PAF monitoring report (s), the Executing Agency plans to submit the annual sector
performance report for 2006, since the latter also monitors the sector’s performance. PAF
monitoring has now been harmonized to use the sector performance monitoring/measurement
framework, which has 10 key sector golden indicators. The 5-year Operational Plan (OP-5) for
RWSS will be updated by the Executing Agency after completion of the review of the investment
plan for RWSS. According to the inception report prepared by consultants, the review of the
investment plan is expected to be completed by end December 2006.

H.6 Impact of project activities on its development objective/s

Due to the nature of the sector budget support design of the project, it is challenging to attribute the
achievements of the programme entirely to the Bank’s support. Nevertheless, the 2006 sector
performance report suggests that the operation could potentially provide sustainable safe water
supply and sanitation facilities for Uganda’s rural poor, with continued rigorous management,
monitoring and supervision.

H.7  Overall assessment of project performance based on SAP supervision ratings

Compliance Procurement Financial Activities Impact on Overall
With Performance Performance and Development  Assessment
Conditions Works/Outputs
2.7 2.0 2.0 2.0 2.0 2.1

Social Sector

The Bank Group has approved 17 operations in the social sector since the commencement of its
operations in 1968, having received 19.29% of total financing. Total commitments stand at UA
174.65 million and cumulative disbursement is UA 140.88 million. The average size of the on going
social sector projects is UA 18.63 million. All 3 ongoing operations are disbursement effective and
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disbursing. Table 8 below summarizes the approved amount, age and disbursement rate of the
reviewed social sector projects.

Table 8: Ongoing Social Operations

Projects Amount Age Disbursement
Approved (years) Rate (%)
(UA Million)

Rural Microfinance Support Project 14.94 7.8 77.3

Support to ESIP (Education I1) Project 22.38 6.8 89.5

Support to Post Primary and Training Project (Education 111) 20.00 1.8 2.3

Total 57.32 16.5 55.9

l. RURAL MICROFINANCE SUPPORT PROJECT (RMSP)

1.1 Basic Administrative and Financial Data

Loan/Grant Amount: UA Loan/Grant Agreement Date of Appraisal: July 1999
13.1 million; UA 1.84 Number: 2100150001052/

million 2100155000387

Date of Approval: 24 Project Area: Country-wide | Date of Signature: 29 May 2000
November 1999

Date of Disbursement
Effectiveness: 23 February
2001

Date of first Disbursement:
Loan: 31 May 2001; Grant:
07 June 2001

Disbursement to Date: Loan: UA
10,217,820.76; Grant; UA
1,329,765.99

Loan/Grant Balance: Loan:
UA 2,882,179.24; Grant: UA
510,234.01

Deadline for Final
Disbursement: 31 December
2007

Other co-financiers: GoU: UA 4.6
million

Date of last supervision
mission: 19/09/2005-
18/10/2005

Date of last Audit report: The
audit report for FY ended
June 2006 was submitted to
the Bank on 15 January 2007
Project Obijective/s and Components: Increase access and participation of the poor, particularly
women in rural areas to appropriate microfinance services. Components: i) Micro-Credit and Savings
Mobilization Services; ii) capacity building; and iii) establishing a fully functional and operational
Microfinance Support Centre.

Date of Last Quarterly Progress Report: July-September 2006

Executing Agency: Office of the Prime Minister/Microfinance
Support Centre Limited (MSCL)

1.2 Fulfilment of loan/grant conditions/covenants and Project Start Up

It took 15 months for the loan agreement to achieve disbursement effectiveness. This was partly the
result of delayed parliamentary ratification. Pre-disbursement conditions 4.02 (i) and (ii), which
required the Borrower to provide acceptable evidence of having paid to the account of the Poverty
Alleviation Project (PAP) all the funds lost to the International Credit Bank and the Greenland
Bank, as well as submission to the Fund, for approval, the draft institutional documents establishing
the Micro-finance Support Centre Limited (MSCL) as an autonomous institution, respectively,
appointment of Board of Directors and Management proved to be particularly cumbersome to fulfil.
In future, the Bank should adequately sensitize parliamentarians at appraisal of pre disbursement
conditions of future operations and ensure that they are realistic. The Bank should also provide
better and timelier guidance to Executing Agencies on loan disbursement effectiveness matters.

The proportion of project funds utilized for operations/management activities (close to 50%) was
quite high, despite the fact that the projected operations cost at appraisal was 23% of total project
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costs. This was attributed to uncontrolled expenditure of GoU counterpart funds during the period
of disbursement suspension. While expenditures were being incurred during the suspension, they
were not equally matched with activities. Future operations should ensure that a larger proportion of
project resources are used to directly support activities that would ensure realization of the project’s
development objective. The project’s institutional arrangements that entail the use of Partner
Organizations for credit delivery affected the pace of credit delivery and its cost. Future projects
should establish sound selection criteria of qualifying rural microfinance agencies based on a
baseline /background survey of the targeted Partners in implementation, including their capacity
building needs. Finally, the fact that the project’s micro credit activities experienced challenges that
initially led to declining wholesale credit delivery and savings mobilization, stemming largely from
the falling number of viable credit Partner organizations and their weak capacity, raises questions
about its design.

1.3 Procurement Performance

The project was launched in February 2001. It has completed the procurement process for the
supply of office furniture, 18 vehicles, the first batch of office equipment, 13 inverters, 1 air
conditioner, 13 printers, 13 scanners, 45 desk top computers, 4 servers, materials for head office
networking, 1 generator, as well as the procurement process for the recruitment of 5 consultants to
assist in developing a procurement manual, carrying out the project’s midterm review, review of the
organizational structure, training needs analysis, and developing a communication and marketing
strategy.

The project awaits the delivery of 6 vehicles by Victoria Motors, Uganda Limited and the Bank’s
“no objection” in regard to procurement of the second batch of office equipment. The project is also
evaluating bids for the supply of an Integrated Management and Operations Software and has
received a “no objection” to recruit 12 consultants to design training modules and provide training
in governance of community based financial organizations, treasury management, professional
skills for administrative assistants, agricultural rural lending, fraud and internal controls, risk
management, management of microfinance institutions, loan tracking, micro loan appraisal,
financial analysis and product pricing, best practices for microfinance, and total quality
management.

1.4 Financial Performance

GoU Counterpart Contribution: At appraisal, it was agreed that GoU contribution will amount to
UA 4.60 million including UA3.38 million from the ADF-financed PAP. The PAP funds would
form part of the credit resources, which will be on lent to clients through MFIs. Excluding the PAP
loan portfolio of UGX 3,02 million taken over by the MSCL, GoU counterpart contribution stands
at UGX 10.13 billion. GoU has also availed UGX 1.4 billion for credit to Savings and Credit
Cooperative Societies (SACCOS). In addition to the funds received from ADF and GoU, MSCL
had generated cumulative interest income of UGX 1,23 million (about US$ 0.7 million) as at 30
June 2005. This interest income comprises i) UGX 975 million from wholesaling loans; ii) UGX
315 million from investing revolving funds in treasury bills and government bonds; and iii) UGX
13 million on current account balances. As at 31% March 2006, MSCL’s investment in Government
bonds was UGX 7.72 billion (US$ 4.24 million) for bonds with maturity of two and three years.

ADF Disbursement: Apart from the Bank’s two suspensions of disbursement to MSCL due largely
to the unsatisfactory results of annual external audits, and the conclusions and recommendations of
the Bank’s financial management reviews, ADF disbursements of project funds have been timely.
The loan and grant are 78.0% and 72.7% disbursed, respectively.
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1.5 Project Activities and Works

Since project activities commenced about eighteen months after the planned date, the RMSP has
failed to catch up with the approved implementation schedule. Nevertheless, overall implementation
stands at 70%, with individual component implementation ranging from a maximum of 100% for
establishment of MSCL, to over 65% for capacity building and over 45% for micro-credit and
savings mobilization services. The average rate of physical implementation is comparable to the
average ADF disbursement rate.

1.6 Impact of project activities on development

Given the long delay in commencing project activities and further delays in implementing them, the
rapidly changing policy and institutional environment in the microfinance industry in Uganda, and
the above gains made to date in realizing the project’s outputs, it is likely that the project’s
development objective will be realized with a slight adjustment to its present design and an
extension to its present deadline for final disbursement of 31 December 2007.

1.7 Overall assessment of project performance based on SAP supervision ratings
Compliance Procurement Financial Activities Impact on Overall
With Performance Performance and Development  Assessment
Conditions Works/Outputs
2.1 2.0 2.3 2.0 24 2.2
J. SUPPORT TO ESIP (EDUCATION Il PROJECT)
J.1 Basic Administrative and Financial Data

Loan/Grant Amount: UA 20
million; UA 2.38 million

Loan /Grant Agreement
Number: 2100150001044/
2100155000368

Date of Appraisal: October 2000

Date of Approval: 21
December 2000

Project Area: Countrywide

Date of Signature: 30 May 2001

Date of Disbursement
Effectiveness: 18 June 2001

Date of first Disbursement:
Loan: 04 Feb 2002; Grant: 23
Feb 2004

Disbursement to Date: Loan: UA
19,966,838.61; Grant: UA
371,833.36

Loan/Grant Balance: UA
33,161.39; UA 2,008,166.64

Deadline for Final
Disbursement: 31 December

Other co-financiers: GoU: UA 2.59
million

2006
Date of Last Quarterly Progress Report: July-September 2006

Date of last supervision
mission: 10-22/09/2006

Date of last Audit report: The
audit report for FY ended
June 2006 was submitted to
the Bank on 19 February
2007

Project Objective/s and Components: Primary education intake capacity increased; ii) integrated
production skills and agriculture mainstreamed in primary and secondary education; and iii) science
education improved in rural girls schools. To achieve these objectives, the project will i) construct
1,576 new classrooms and complete 762 unfinished ones; ii) construct 312 teachers’ houses; iii)
construct one 5-stance latrine per classroom (total: 2,338); iv) provide eighteen 3-seater desks per
classroom constructed or completed (total: 42,084); v) provide one set of teachers’ table and chair per
classroom constructed or completed (total: 2,338); vi) assist in mainstreaming the teaching of
agriculture in primary schools; vii) re-organize the Integrated Production Skills syllabus at the
primary and secondary school levels; and viii) provide science laboratories, libraries, as well as

Executing Agency: Ministry of Education and Sports (MoES)
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| related Information, Education and Communication activities for rural girls’ secondary schools.

J.2 Fulfilment of loan/grant conditions/covenants and Project Start Up

It took 6 months for the loan agreement to be disbursement effective. This was primarily the result
of Article 5.01 (iii), which required the Borrower to submit to the Fund, for approval, two shortlists
for the recruitment of consultants, one to prepare designs and tender documents, supervision of
works, and procurement of goods, and another to undertake a feasibility study. In retrospect, the
non-inclusion of a Procurement Specialist in the project team at design contributed to the delay in
the fulfilment of pre-disbursement conditions, as the Executing Agency had to use its relatively
more occupied and overstretched Procurement Unit and this affected especially the Integrated
Production Skills activities. The appraisal report and project implementation document included a
financing plan, but not necessarily a distinct list of goods and services. This posed some problems
to the project management’s understanding of funding source for certain activities, leading to some
eventual disbursement delays. Finally, under-costed laboratories and libraries at appraisal resulted
in an increase in its allocation at mid term review at the expense of the primary school building
programme under the school facilities grant.

J.3 Procurement Performance

The project was launched in April 2002. It has signed a total of 7 civil works contracts for
construction of 23 libraries and 55 laboratories, 13 supply contracts with respect to the supply of 11
vehicles, 11 computers, 11 printers, 8 photocopiers, 2 generators, 1 safe, 6 heavy duty calculators,
scientific and laboratory equipment, reference textbooks, furniture, agricultural tools and improved
seeds to agriculture clubs in selected primary schools, in addition to 3 service contracts in regard to
the acquisition of consultancy services for the design and supervision of laboratories and libraries,
consultancy services for the Integrated Production Skills (IPS) feasibility study, and consultancy
services for the assessment of the physical and financial progress of the School facilities Grant
(SFG) component. Project procurement performance is satisfactory, especially due to the presence
in the P1U of a project procurement expert.

J.4 Financial Performance

GoU Counterpart Contribution: At appraisal, it was agreed that GoU would finance 26.9% of local
costs, estimated at UA 2.49 million and covering community participation under civil works and
furniture, in addition to the salaries for MoOES personnel involved in training and project
coordination. Besides, GoU will finance all taxes and duties. Provision of counterpart contribution
has been generally unsatisfactory and only stands at 40% of the agreed financing. With the MoES
planning to commit UGX 3.02 bn for FY 2006/07, counterpart contribution should significantly rise
and reach approximately 88.4%. GoU’s contribution may also rise if VAT of approximately UGX
3.7 bn to be used to address domestic arrears is considered.

ADF Disbursement: The loan and grant are 99.83% and 15.62% disbursed, respectively.

J.5 Project Activities and Works

In spite of a rather slow project start up, approximately 94% of all planned activities have been
completed. Of the four project components, Gender Equity has advanced the most, while School
Integrated Production Skills has advanced the least. The project has only requested one extension of
its deadline for final disbursement for a period of four months. The project’s average rate of
physical implementation exceeds the average ADF financial disbursement rate.
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J.6 Impact of project activities on development

So far, project outputs constitute a meaningful step in ensuring realization of the stated objectives.
By the deadline for final disbursement, apart from the development of the integrated production
skills curriculum review, all other project activities would have been completed, and this would
clear the way for realization of the project’s stated objectives.

J.7 Overall assessment of project performance based on SAP supervision ratings

Compliance Procurement Financial Activities Impact on Overall
With Performance Performance and Development  Assessment
Conditions Works/Outputs
2.0 1.8 1.6 2.1 2.6 2.1

K. SUPPORT TO POST PRIMARY EDUCATION AND TRAINING (EDUCATION I11)

K.1  Basic Administrative and Financial Data

Grant Amount: UA 20.00 Grant Agreement Number: Date of Appraisal: July/August 2005
million 210015500268
Date of Approval: 19 Project Area: Countrywide Date of Signature: 23 January 2006
December 2005
Date of Disbursement Date of first Disbursement: Disbursement to Date: UA
Effectiveness: 25 April 2006 | 07 September 2006 460,032.87
Grant Balance: UA Deadline for Final Other co-financiers: GoU: UA 2.23
19,539,967.13 Disbursement: 31 December | million

2011
Date of last supervision Date of Last Quarterly Progress Report: 1% QPR due by 15 January
mission: not yet due 2007
Date of last Audit report: n/a | Executing Agency: Ministry of Education and Sports

Project Obijective/s and Components: Improving access and quality secondary education to
underserved communities through provision and rehabilitation of classrooms, laboratories and
libraries and new multi-purpose workshops; and supporting the development of a more relevant and
effective training systems for business/technical/vocational skills through rehabilitating and re-
equipping technical institutes and Vocational Training Institutes. Components: i) increased access to
secondary education and improvement of science education; ii) support to Business, Technical &
Vocational Education & Training; and iii) Project Coordination and Management.

K.2  Fulfilment of loan/grant conditions/covenants and Project Start Up

It took 4 moths for the grant protocol to achieve disbursement effectiveness. Compared to the
average timeframe that it takes for achievement of effectiveness in Uganda, this is acceptable.

K.3 Procurement Performance

The project was launched in September 2006. It has prepared bid documents for procurement of
PIU office equipment, raw materials for the Science Technology Production Unit (STEPU),
furniture, laboratory equipment and laboratory reagents for seed schools, and construction of 25
seed schools. The project is evaluating proposals for the acquisition of consultancy services for the
design and supervision of construction of educational facilities.

K.4  Financial Performance
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GoU Counterpart Funding: At appraisal, it was agreed that GoU contribution of UA 2.23 million in
local costs will partially finance some works, services and operating costs. For FY 2006/07, GoU
commitment amounts to UA 558,311.74 UGX (1.5 bn), or 5.41% of the contribution envisaged.
ADF Disbursement: The project grant is 2.30% disbursed.

K.5 Project Activities and Works

The project was launched in September 2006. Procurement activities in respect of construction of
the first phase of 25 seed secondary schools have commenced. Topographical surveys for various
senior secondary schools are well underway, with some 85% of the sites having been surveyed. The
few remaining sites (4) still experience insecurity. However, arrangements have been made with the
district administration to enable the surveys to be conducted. By end January 2007, all sites should
have been surveyed and land titles acquired. With the first disbursement only made in September
2006, there is no notable physical implementation that could be used to compare with the level of
financial disbursement.

K.6 Impact of project activities on development

With the first tranche only having been recently released and procurement activities only having
commenced, project activities are still to fully take off. Nevertheless, if effectively and efficiently
implemented, the project will potentially achieve its development objective. The project remains in
full conformity with Uganda’s PEAP and the Education Sector Strategic Plan (2004-2015).

Transport Sector

The Bank Group has, approved 18 operations in the transport sector since the commencement of its
operations in 1968, having received 13.60% of total financing. Total commitments stand at UA
123.19 million and cumulative disbursement is UA 71.44 million. The sole ongoing operation is
disbursement effective, but not disbursing. Table 9 below summarizes the approved amount and age
of the reviewed social sector project.

Table 9: Ongoing Transport Sector Operation

Project Amount  Approved | Age Disbursement
(UA Million) (years) | Rate (%)

Road Sector Support Project 1 and Supplementary | 61.49 1.8 --

Loan

L. ROAD SECTOR SUPPORT PROJECT (RSSP)

L.1 Basic Administrative and Financial Data

Loan/Grant Amount: UA Loan/Grant Agreement Date of Appraisal: June/July 2004
27.01 million; UA 1.49 Number: 2100150001044/

million 2100155004668

Date of Approval: 27 April Project Area: South Western | Date of Signature: Loan: 19 May
2005 Uganda 2005; Grant: 15 May 2005

Date of Disbursement Date of first Disbursement Disbursement to Date: n/a
Effectiveness: 15 September | (Loan/Grant): n/a

2005

Loan/Grant Balance: UA Deadline for Final Other co-financiers: GoU: UA 4.97
27.01 million; UA 1.49 Disbursement: Loan: million

million 31/12/2011; Grant:
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31/12/2007 |

Date of last supervision Date of Last Quarterly Progress Report: n/a
mission: not yet due
Date of last Audit report: n/fa | Executing Agency: Ministry of Works and Transport/Road Agency
Formation Unit

Project Objective/s and Components: Reduce transport cost and travel time between Kabale and
Kisoro Districts and promote regional integration with the D.R.C. and Rwanda. Components: i) civil
works comprising construction works for the upgrading of gravel surfaced road to bitumen standard
from Kabale town through Kisoro town to Bunyagana with a spur to Kyanika Border Post; ii)
consultancy services; and iii) resettlement of communities to be affected by project activities.

L.2 Fulfilment of loan/grant conditions/covenants and Project Start Up

The loan agreement became effective in September 2005, some 5 months after approval. The delay in
fulfilling the condition precedent to first disbursement was mainly due to the inability of GoU to
provide on time an undertaking designed to compensate, before the commencement of works, the
population affected by the upgrading of Kabala-Bunyagana/Kyanika road in accordance with the
resettlement action plan. GoU is now in the process of securing the Right-Of-Way for the road project.

The Government has also fulfilled other condition c (iii) by submitting to the Bank a copy of Act 15 of 8"
June 2006 establishing the Uganda National Roads Authority.

L.3 Procurement Performance

The project was launched in July 2006. It has contracted M/s SBI International Holdings AG to
upgrade the Kabale - Kisoro — Bunyagana/ Kyanika road, and M/s Mott MacDonald Ltd in association
with Kagga and Partners to supervise the construction of the same road. In addition, the project has
contracted M/s Tecnica-y-Proyectos SA (TYPSA) Road in association with Prome Consultants Ltd to
carry out the feasibility study and detailed engineering design for upgrading Fort Portal — Ntandi -
Bundibugyo road. The project has received a “No Objection” to negotiate the contract for detailed
engineering design for roads in 12 districts of Southern and Western Uganda, with CODA and
Partners. Lastly, the project is holding contract negotiations to recruit a consultant who will carry out
the feasibility study and detailed engineering design to upgrade the Nyakahita — Ibanda - Fort Portal
Road.

L.4 Project Cost Overrun

During GoU’s evaluation of bidders in respect of the main civil works, the bid price of the lowest-
evaluated bidder was found to be considerably higher than the appraisal estimate, owing to the effects
of oil shocks, among other factors. Hence, the Government requested a supplementary loan in order to
implement the project. The project was subsequently re-appraised in September/October 2006 and the
cost estimate increased from UA 31.89 million to UA 70.84 million, resulting in an overall financing
gap of UA 38.95 million. A supplementary loan pr0£osal for UA 32.99 million was subsequently
prepared and presented to the ADF Board on 20" December 2006. The Board approved the
supplementary loan and the agreement was signed on 23 January 2007. It was also approved by the
Parliament of Uganda on 1 March 2007.

Multi-Sector
The Bank Group has approved 8 operations in the multi-sector since the commencement of operations

in 1968, having received 14.30% of total financing. Total commitments stand at UA 129.50 million
and cumulative disbursement is UA 122.33 million. The sole ongoing operation is disbursing. Table 10
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below summarizes the approved amount, age and level of disbursement of the multi-sector project
reviewed.

Table 10: Ongoing Multi-sector Operation

Project Amount Age Disbursement
Approved (years) Rate (%)
(UA Million)

Institutional Support Project for Good Governance 9.0 2.8 21.9

M. INSTITUTIONAL SUPPORT PROJECT FOR GOOD GOVERNANCE (ISPGG)

M.1  Basic Administrative and Financial Data

Grant Amount: UA 9.0 Grant Agreement Number: Date of Appraisal: June 2004
million 2100155003617
Date of Approval: 17 Project Area: Countrywide Date of Signature: 18 January 2005
November 2004
Date of Disbursement Date of first Disbursement: Disbursement to Date: UA
Effectiveness: 14 March 11 May 2005 1,974,475.89
2005
Grant Balance: UA Deadline for Final Other co-financiers: GoU: UA 0.84
7,025,524.11 Disbursement: 31 December | million

2008
Date of last supervision Date of Last Quarterly Progress Report: July-September 2006
mission: August 2006
Date of last Audit report: The | Executing Agency: Aid Liaison Department, Ministry of Finance,
audit report for FY ended | Planning and Economic Development
June 2006 was submitted to
the Bank on 23 January 2007

Project Objective/s and Components: Contribute, alongside Uganda’s other development partners, to
building the country’s institutional and human resource capabilities to improve the delivery of public
service through cross-cutting reforms in governance. Components: i) reinforcement of the
Transparency and Accountability (T&A) and Public Financial Management (PFM) functions through
the provision of support to the T&A and PFM functions within the OAG and the IGG; ii)
strengthening of the decentralization action plan by supporting reinforcement of the government’s
decentralization agenda through the MoLG, and the District and sub-county councils over which it
has an oversight responsibility; iii) linking up decentralized development management with a central
M&E function, through reinforcement of the M&E function within the MoFPED and OPM by linking
up the processes of decentralized decision-making, including project implementation, procurement
and financial management, through a network of monitoring and evaluation centres converging
towards central M&E Units in MoFPED and OPM; and iv) support for project management and
auditing.

M.2  Fulfilment of loan/grant conditions/covenants and Project Start Up

It took 5 months for the grant protocol to achieve disbursement effectiveness. Compared to the
average timeframe that it takes for achievement of effectiveness in Uganda, this is acceptable.

The project’s institutional arrangements whereby the needs of 5 distinct and highly heterogeneous
Government agencies, in terms of their nature and activities (especially the office of the Prime
Minister), were merged into one operation and all 5 reporting to MoFPED, has had a bearing on the
pace of utilization of project resources. There is also evidence of under-budgeting and over-
budgeting of project costs. These constraints have slowed down the pace of project implementation,
especially during project start-up and they call for more realistic project design in future.
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M.3  Procurement Performance

The project was not launched. It has signed a total of 6 supply contracts for office equipment and
furniture and 7 service contracts. The procurement of 1 film van and 1 escort vehicle for the van is
at an advanced stage and procurement of consultancy services for 21 assignments has been initiated
and is progressing well. The project will shortly procure computer software and surveillance
equipment, as well as 2 service providers for equipment insurance and expansion of the MTEF
segment of the Integrated Financial Management System (IFMS). The project is yet to sign 2
service contracts with 2 national advisors to the National Integrated Monitoring and Evaluation
Strategy (NIMES). Overall, the project’s procurements still experience delays stemming from the
project design challenges and lack of a Procurement Officer within the PIU.

M.4  Financial Performance

GoU Counterpart Contribution: At appraisal, it was agreed that GoU’s contribution would amount
to UA 0.84 million, representing 8.54% of total project cost. GoU will support the implementation
of the project by covering the cost of office space and continuing to bear the cost of salaries and
related expenses of staff in the OAG, IGG, MoLG, MoFPED and OPM. However, budgets provided
by the Government for the project are considerably lower. For the 2004/05 and 2005/06 financial
years, approximately UGX 44.8 million has been released as counterpart contribution to the project,
compared to a budget of UGX 56.0 million. The problem of counterpart contribution is put in better
perspective given the fact that each of the 5 participating agencies has to cater for its own
counterpart contribution for use in financing select project activities.

ADF Disbursement: The project has, to date, submitted 3 disbursement applications to the Bank in
respect of the Special Account, and except for the second, they were all processed in a timely
manner. Subsequent replenishments may be hampered by the fact that some participating agencies
may not have utilized and fully justified the minimum 50% of the funds advanced to the satisfaction
of the Bank for full replenishment to be made, thereby penalizing better performers and
undermining project advancement. The grant is 21.94% disbursed.

M.5  Project Activities and Works

Overall project implementation stands at 36.0%, while implementation of individual components is
as follows: i) reinforcement of the Transparency and Accountability and Public Financial
Management (over 40.0%); ii) strengthening of the decentralization action plan by providing
support for reinforcement of the government’s decentralization agenda (over 36.0%); iii) linking up
decentralized development management with a central M&E function (over 36.25%); and iv)
provision of support for project management and auditing (over 33%). The average rate of physical
implementation exceeds the average ADF financial disbursement rate.

M.6  Impact of project activities on development

In line with the governance pillar of the PEAP, the project is focusing special attention on uplifting
accountability and transparency, eliminating corruption, strengthening decentralization, enhancing
monitoring and evaluation and improving efficiency in budgeting. This is being done through
training, technical assistance and procurement of equipment to build the requisite capacity in the
beneficiary institutions. While it is still early to establish the development impact of the project’s
activities, it is anticipated that with continued sustenance of the dynamism of the present
commitment of the Executing Agency and its component managers, coupled with persistent Bank
supervision, there is a high likelihood that the project’s objective will be realized during its life.
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M.7  Overall assessment of project performance based on SAP supervision ratings

Compliance Procurement Financial Activities Impact on Overall
With Performance Performance and Development  Assessment
Conditions Works/Outputs
2.0 2.0 1.2 2.0 2.0 1.7

2.2 Ageing, Potentially Problematic and Problematic Projects

2.2.1 Ageing projects: By definition, ageing projects are those still under implementation 8 years
after their date of approval. On the basis of this, none of the ongoing projects are “aged.” The
average life of the ongoing projects is about 4.3 years. Ongoing public sector projects in the
portfolio are at different stages of implementation, with average ages as of Board approval dates
ranging from 1.8 years for transport, to 2.3 years for water and sanitation, 2.8 years each for the
multi-sector and industry and mining, 5.4 years for agriculture and 5.5 years for social. Chart 2
presents projects with ages over six years, in relation to the average age of the portfolio. It also
demonstrates that the Northwest Smallholder Agricultural Development and the Rural Microfinance
Support Projects could soon qualify for cancellation because of their ages and implementation
problems. Since the Road Sector Support Project was approved in April 2005 and no disbursement
has been made to date, some 31 months thereafter, per the Bank policies, the project is a potential
candidate for cancellation. A number of measures, summarized below, have been put in place to
ensure recovery of these projects.

Chart 2: Projects with Age Above 6 Years as of Board Approval
Versus Average Portfolio Age

g N N N\ N
§\ § § § o
SN N N g
L

Area-Based Education Il Northwest Rural

. Microfinance
Project

2.2.2 Northwest Smallholder Agricultural Development Project: Implementation of the
infrastructure component, which constitutes over 60% of the loan proceeds, delayed primarily due
to failure of the TA consultancy firm to prepare the designs, in addition to some management
challenges that the project was experiencing. However, all civil works including community access
roads and bridges, construction of 2 new District Farm Institutes (DFI), and drilling of water points
have been contracted and their implementation is progressing well. Bid evaluation reports for the
last lots of civil works, including 22 agricultural markets and rehabilitation of DFIs, have also been
approved and the contracting process is ongoing, with implementation expected to begin by end



30

April 2007. The Bank’s supervision mission of February 2007 reviewed progress of implementation
and concluded that all activities will be completed, or at least resources committed, by 31 December
2007. The Field Office is monitoring and following up closely on the activities of the project to
ensure limited or no slippage.

2.2.3 Rural Microfinance Project: In addition to start-up delays, the project has experienced three
suspensions of disbursement and one change of its management team. The Government has
requested the Bank to i) urgently consider lifting the latest suspension on ADF disbursements; ii)
favourably review and respond to Post Bank’s Uganda’s (PBU) operational plan for financing
MSCL,; and iii) grant its “no objection” for MSCL to transfer UGX 2 Billion to PBU from the Loan
Repayment Account (LRA) to finance the capitalization needs of PBU, in order to meet the Bank of
Uganda’s requirements to be licensed as a Commercial Bank.

2.2.4 Road Sector Support Project: After approval of the original loan, the project had to be
completely re-examined due to a cost-overrun encountered during the procurement of civil works,
which is the major component of the project. Due mainly to a considerable global increase in the
prices of various inputs required for road construction, the tender prices received for civil works
were significantly higher than the initial loan amount approved. The Bank subsequently considered,
and on 20 December 2006, approved the Government’s request for a supplementary loan in the
amount of UA 32.95 million to fund the financing gap required to achieve the development
objectives set at the original appraisal. Parliamentary approval for the loan was received
expeditiously on 1 March 2007. The supervision consultancy contract commenced on 29 January
2007 and an advance payment request of GBP 225,000 was submitted to the Bank on 21 February
2007 for disbursement. Civil works should commence in mid April 2007.

2.2.5 Potentially Problematic Projects (PPP): The Fisheries Development Project and the
National Livestock Productivity Improvement Project are both PPPs, given their long start-up
delays, but also, if the on-going inadequate and untimely counterpart contribution problems that
they suffer persist, procurement processing delays by the Executing Agency prevail, and the delays
in commencement of their micro-credit schemes (for the Fisheries project) further prolong. Given
the long delay experienced in implementing the civil works (which comprise over 60% of total
costs) under the Northwest Smallholder Agricultural Development Project for reasons explained
above, this is a PPP. Rigorous Bank monitoring, supervision and follow up are required for these
operations. Only over 30% of the credit fund of the Livestock project has been spent. The rest of the
credit for inputs has been proposed to be availed to farmers as grants. Credit for emerging
commercial farmers and for provision of oxen and ploughs is being considered to be cancelled. The
rest of the credit that was to provide service providers with short term financing has been cancelled
and funds used to finance other project components that had been under-budgeted at appraisal
including infrastructure for livestock marketing and disease control and the livestock census. In the
case of the Fisheries project, the Bank and the Government are considering reallocating some of the
credit funds to civil works activities. In addition to reallocating some of the credit funds to civil
works, other steps taken to address the problems pertaining to the Northwest project are
summarised in paragraph 2.2.2.

2.2.6 Problematic Projects (PP): Based on the criteria for problematic projects, i.e., operations
rated unsatisfactory (less than 1.5) in terms of either Implementation Progress (IP) or Development
Objective (DO), there are no PPs in the portfolio.

2.2.7 Projects-at-Risk (PAR): Given that only three potentially problematic operations exist and
no problematic operations have been identified, the proportion of PAR in the rated portfolio is 27%,
which is within the 10-30% range that is indicative of satisfactory portfolio performance.
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2.2.8 Assessment of Project Investment Risks by the Bank at Appraisal: Development projects are
influenced by internal and external factors that make up the project’s environment. Internal factors
include design® and nature? of project, stakeholders and other client groups, management processes
and expertise, and technical factors that impact the project. External factors include macroeconomic
performance, institutional framework, policy-related issues, social and cultural dimensions. In
designing Bank operations, Bank policy requires that risk assessment be systematically conducted
prior to approving the investment, based on which, the requisite mitigation measures are
incorporated. Often, both the assessments and the related mitigation are not adequately addressed.
The financial and economic analysis sections of appraisal reports also fail to capture the dimension
of the analyses. The sensitivity analysis and the decision on the viability or otherwise of the project
are not fully carried-out and the relevant risk parameters and factors are not adequately accounted
for, despite existing proven methodologies and tools of analysis.

2.3 Assessment of Supervision Frequency, Quality and Skills Mix

In line with the Bank’s policy, each project has been supervised at least 1.5 times per year once
project activities commence. In the social and agricultural sectors, the frequency of supervisions has
tended to exceed this requirement. With the opening of UGFO in 2004, the level of follow up with
Tunis and Executing Agencies by the field to ensure timely implementation of agreed actions of
supervision missions has improved substantially. As shown in Chart 3, since 2001, the Bank has
invested approximately 427 man-days in supervision and mid term review missions in respect of the
present portfolio, of which 229, 146, 39, 8 and 5 were for the social, agriculture, water and
sanitation, industry and mining and multi sectors, respectively. Annex 7 provides additional details
on Bank supervision missions for the present portfolio. The duration of supervision missions has
been increasing progressively from a low of 30 days in 2001, to peak at 149 days in 2005 and
dropping thereafter to 99 days as at 30 November 2006. The composition of supervision missions in
terms of skills mix has, until recently, not been adequate for one project in the agriculture sector,
i.e., the North West Smallholder Agricultural Development Project. Furthermore, the Area Based
Agricultural Modernization Programme became effective on 14 November 2003, and the first
disbursement was made on 6 May 2004, followed by the Bank’s first supervision mission in
January 2005, two years after effectiveness. This, notwithstanding, the quality of Bank supervision
has been generally satisfactory.

! Projects design is based on forecasted measures and parameters, the choice and assessment, which may affect
successful implementation of projects.

% The nature of projects impacts their performance. For instance, road construction projects bear totally different risks
compared with health projects, such as HIV/AIDS.
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Chart 3: Duration of Bank Supervision Missions, 2001-2006
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2.4 Cross-Cutting Issues

2.4.1 The key cross-cutting issues that each project in the portfolio is designed to address are
summarised in Annex 5 and are i) poverty reduction; ii) gender; iii) governance; iv) environment; v)
HIV/AIDS and other communicable diseases; vi) participation and civil society; vii) regional
integration; and viii) population. However, apart from MTRs and PCRs, which examine cross
cutting impacts to some extent, and the Bank Group’s 2005 Uganda Gender profile, no recent
beneficiary impact studies have been undertaken to ascertain if and how the Bank’s recent
development assistance has impacted particularly cross-cutting issues. Nevertheless, for the
majority of projects in the portfolio, design includes valuable performance indicators to gauge
impact on key cross cutting themes. While attribution is difficult in a multi-donor setting such as
Uganda, the Bank has been part of the success story in the fight against poverty and gender
inequality, amongst others.

2.4.2 Poverty Reduction: All operations reviewed have poverty reduction as a key thrust of their
design, operational focus and outcome. With the North West Smallholder Agricultural Development
Project’s clients amounting to 51,000 farm families and over 200,000 households, its impact is being
reflected through improvement in farm-gate prices, which in turn, is reducing regional and seasonal
variations. The development of micro-enterprises, availability of better roads and other rural
infrastructure, creation of employment for local people and the resulting increases in household
incomes, are contributing to improving the quality of life of the coverage communities and fighting
poverty amongst project clients. Under the Area Based Agricultural Modernization Programme,
which is benefiting about 312,500 households directly, improved access is leading to expansion of
production, enhanced marketing and increased household incomes. The project’s other social benefits
include improved access to healthcare facilities, schools and the monetization of the rural communities
through growth of markets, new businesses and economic development along the rehabilitated roads.
To assist GoU in combating poverty, proceeds of the National Livestock Productivity Improvement
Project, whose coverage area is 29 districts along the cattle corridor, will ensure a 25% increase in
ownership of animal units for 102,300 rural poor livestock farming households. Oxen are being
used to plough family land, thereby contributing to increased crop production and food security.
Extraction of milk from cows is increasing milk availability in rural communities and contributing
to improved household nutrition. Bulls are being fattened for meat for household consumption and
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for retail sale. At the end of the project, average incomes and employment of project client livestock
owners are envisaged to increase by at least 20% per annum over non-project ones.

2.4.3 In order to assist in the fight against rural poverty, the Rural Microfinance Support Project is
ensuring that some 71,000 clients, 47,000 of which are new, have access to credit; savings are
mobilized; at least 150,000 employment opportunities are created; and training is provided for its
clients. In the fight against rural and peri-uban poverty, the Education Il project is supporting
enrolment of up to 6.8 million primary and secondary pupils. The project’s facilitation of the
introduction of the teaching of agriculture in primary schools and promotion of the teaching of other
production skills in primary and secondary schools is making education more relevant to the needs
of project clients, increasing their employability and equipping them for more productive lives.

2.4.4 In a bid to fight poverty, the activities of the Small Towns Water Supply and Sanitation
Project are ensuring that a total of 322,400 clients in the project towns that had no organized water
supply services, have sustainable water supply by project closure, and the incidence of water-borne
diseases is reduced from 492 to 369 cases per 1,000 by project end. Provision of safe and
convenient water supply by the project is assisting in alleviating the hardship experienced by people
living in the project area, especially poorer households who are unable to buy clean water supplied
by vendors. In addition to the anticipated improvement in their living conditions, productivity of the
population is expected to improve, thereby contributing to an improvement in income generation in
the area, and hence, eradication of poverty.

2.4.5 Gender: Except for the Mineral Resources Management and Capacity Building Project, by
virtue of the specialized nature of its activities in which women are not normally involved, all other
operations reviewed have mainstreamed gender as a key element of project design and outcome. In
general, since most ongoing Bank agriculture and rural development interventions are aimed at
supporting rural communities improve their livelihoods, they are according poor farmers, a
substantial portion of whom are women, some in their capacity as heads of households, the
opportunity to earn better incomes and lift up their standards of living, thereby assisting to reduce
their level of poverty. The National Livestock Productivity Improvement Project is ensuring that
women and other vulnerable groups have access to all project investments, particularly through the
provision of goats, which is less an intervention area of men. Moreover, training is benefiting all
targeted farmers and is being directed to groups including women’s. The Bank’s Gender Profile for
Uganda found that the key issue facing gender mainstreaming in policy documents, sector plans and
reviews of different Ministries, is one of inadequate capacity for translating policy into action.

2.4.6 The Rural Microfinance Support Project whose development objective is to increase access
and participation of the poor, particularly rural women in their own right and/or as female-headed
households, widows, youth, orphans, etc, to appropriate microfinance services, has a clientele base of
approximately 30,000 over the life of the project, 70% of whom are women. Communities and
group management committees constitute at least 50% women in order to safeguard the interest of
women and other marginalized groups. With up to 5,400 girls being assisted to take science courses
in normal school conditions as a result of the Education Il project, they are being equipped to be
more competitive both in terms of access to higher levels of education, and eventually, the labour
market. This effort is contributing to bridging the rural-urban and gender equity gap in the provision
of secondary science education.

2.4.7 With an average of 54.7% of Uganda’s population spending more than 30 minutes fetching
water and 76% of them being women and children, the Small Towns Water Supply and Sanitation
Project is assisting to reduce this statistic to 35%. This is being done by providing more point
sources in the fringe areas and the ability of many to connect to the piped systems. Provision of
water and sanitation facilities in the project area will improve both the wellbeing and productivity
of the population by reducing the average time needed to collect water, thus making more time
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available to women for productive work, including small scale livestock production, smallholder
agriculture, and petty trade. In addition, improved water and sanitation is positively impacting
community health and economic benefits for women, while the ready availability of water supply is
allowing girls to attend school. For purposes of sustainability of project investments, women and
their groups are actively involved in project implementation, particularly in community
mobilization and education campaigns.

2.4.8 Governance: The ADF-supported Institutional Support Project for Good Governance is
building the capacity of five key government departments having responsibility for governance,
namely, the MoFPED, the Office of the Auditor General (OAG), the Inspector General of
Government (IGG), the Ministry of Local Government, and the Office of the Prime Minister
(OPM), to implement the transparency and accountability agenda of the Government’s programme
of good governance. Moreover, all disbursing projects in the portfolio promote good governance by
supporting the auditing, on an annual basis, and timely submission thereafter to the Bank, for
review, of audited financial statements in accordance with internationally accepted principles and
standards. The Bank’s Country Governance Profile for Uganda is at an advanced stage of
preparation.

2.4.9 Environment: Some 8 (North West Smallholder Agricultural Development Project, National
Livestock Productivity Improvement Project, Fisheries Development Project, Farm Income
Enhancement and Forest Conservation Project, Small Towns Water Supply and Sanitation Project,
Rural Water Supply and Sanitation Programme, Education Il and Mineral Resources Management
and Capacity Building Project) of the ongoing operations have environmental concerns as an
overriding element of their design and outcomes. These projects have been designed to directly or
indirectly assist in addressing national environmental problems such as destruction of natural
resources and ecosystems including draining of wetlands for agricultural use, soil erosion,
deforestation, overgrazing and air pollution.

2.4.10 HIV/AIDS and other Communicable Diseases: Two ongoing operations, the Area-Based
Agricultural Modernization Programme and the Education Il Project, are directly and/or indirectly
supporting efforts to fight HIV/AIDS. As a result of the former project, rehabilitation of feeder
roads has greatly assisted in easing (in terms of cost, time and risk of road accidents) the
transportation of the sick, including AIDS patients, from project areas to health centres. The
project’s feeder road rehabilitation activities are also improving access by HIV/AIDS related NGOs
and others to the rural communities covered, thereby scaling up awareness amongst the project’s
clients about the pandemic. By according children of school going age increased access to primary
and secondary school education, in addition to facilitating reforms in the secondary education
curriculum, while supporting gender equity in science education, the project is, in effect, relaxing a
key challenge of the fight against HIVV/AIDS.

2.4.11 Participation and Civil Society: Generally, in designing the operations reviewed, community
leaders, Government officials, farmers, civil society, NGOs, and the private sector, as appropriate,
have been consulted and their views taken into account. In order to determine the interest, nature
and extent of community participation, especially in managing communal resources such as dams,
cattle dips and assuming other leadership roles, informal participatory assessments of selected
communities have been undertaken. The results guided the decisions taken on the roles to be played
in the projects by communities, indicated the potential for stakeholder ownership and management,
and the sustainability of communal facilities. The roles envisaged for them were then discussed
with and agreed to by GoU and other stakeholders. Additional guidance on project design was
routinely obtained from various bilateral and multilateral donors involved in supporting the
pertinent sectors in Uganda and the projects’ cooperating agencies.
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2.4.12 Regional Integration: Of the on-going projects, 3 (National Livestock Productivity
Improvement Project, Fisheries Development Project and Mineral Resources Management and
Capacity Building Project) have direct or indirect regional integration dimensions, by virtue of their
design and outcome. Among other things, the National Livestock Productivity Improvement Project
seeks to promote animal health by controlling the spread, in and out of Uganda, of Tsetse Flies and
Trypanosomiasis, Ticks and Tick-borne Diseases, Economically Important Epidemic and Zoonotic
Diseases, particularly, Newcastle Disease (NCD) in poultry, and Enhancing the Animal Health
Delivery and Regulatory Systems of the Ministry of Agriculture, Animal Industry and Fisheries for
enforcement of veterinary legislation, especially that related to economically important animal
epidemic and public health diseases. The Fisheries Development Project seeks to strengthen the
monitoring, surveillance and control capacity of the Department of Fisheries Resources to monitor
and control illegal fishing operations on the lakes which border neighboring countries, in close
collaboration with the marine and police. The Mineral Resources Management and Capacity
Building Project is promoting private (national and regional) exploration and investment in the
mineral sector in a socially and environmentally sound manner. The Bank has also just prepared its
first Regional Assistance Strategy Paper (RASP) for Eastern Africa, in a bid to assist the member
states overcome constraints to sustainable economic growth and poverty reduction more
predictably.

2.4.13 Population: Although only the Education Il Project directly supports activities that have a
straight forward bearing on population issues, all other operations reviewed, in one way or the
other, have some positive population linkages. The Education Il project promotes population issues
through its support for the teaching of science and technical subjects in rural girls’ secondary
schools in an attempt to create gender equity in science education, as well as the facilitation of
reforms in the secondary education curriculum.

25 General Assessment of Portfolio Performance

2.5.1 Overall Assessment: According to this country portfolio review, overall portfolio
performance rating, illustrated in Table 11, is 2.2, or satisfactory. This is notable, given the
unsatisfactory overall rating of 1.9 of the portfolio in 1997 (Table 12). Comparing the 1997 and
2007 reviews further (Table 13), there is a remarkable improvement in the likelihood of operations
realizing their development objectives. A marked reduction in portfolio age and number of problem
projects is also observed. The disbursement/commitment ratio is lower in the present review
primarily because the portfolio is relatively younger compared to that in 1997. The satisfactory
performance of the present portfolio implies that the projects generally have a high probability of
achieving their development objectives. The overall satisfactory performance is mainly driven by
satisfactory performance in respect of compliance with conditions, impact on development and
procurement performance. Performance in respect of finance, and project activities and
works/outputs is equally satisfactory, but relatively less so. This mainly reflects other portfolio
management challenges experienced by Executing Agencies such as receiving Government
counterpart contribution adequately and predictably and delays in project implementation in relation
to appraisal schedules. This calls for accelerating project start-up and implementation progress and
the Borrower honouring its financial obligations to projects. An overall portfolio performance
analysis is provided below, focusing on compliance with loan conditions, reporting, procurement,
financial, and project implementation performance and impact on development.

Table 11: Performance of the Overall Portfolio by Sector -- 2007

Sectors Compliance | Procurement Financial Activities Impact on Overall
with Performance | Performance and Development | Assessment
Conditions Works/Outputs
Agriculture 2.1 2.0 2.3 1.9 2.2 2.1
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Industry 2.7 3.0 2.1 25 25 25
Water & 2.7 2.4 2.1 24 25 2.3
Sanitation

Sacial 2.4 2.2 2.2 2.3 2.8 2.4
Multi-sector 2.0 2.0 1.2 2.0 2.0 1.7
Average 24 2.3 2.0 2.2 24 2.2

Table 12: Performance of the Overall Portfolio by Sector -- 1997

Sectors Compliance | Procurement Financial Activities Impact on Overall
with Performance | Performance and Development | Assessment
Conditions Works/Outputs

Agriculture 1.6 1.8 1.9 1.7 2.1 1.8
Public 2.2 1.8 14 2.1 2.3 2.0
Utilities

Transport 1.6 1.7 2.3 1.9 2.0 1.9
Industry 2.0 2.0 1.7 15 1.9 1.8
Social 2.2 2.1 2.2 2.0 2.2 2.1
Average 1.9 1.9 1.9 1.8 2.1 1.9

Table 13: Comparison of Selected Performance Indicators Between the 1997 and 2007 CPRRs

Indicators 1997 CPPR 2007 CPRR
Development Objective 2.1 2.4

Ave. Age of Portfolio as of Board 4.6 years® 4.2°
approval

Number of Problem Projects 8 None
Disbursement/Commitments Ratio for | 39.0% 19.60%
Ongoing Projects

2.5.2 For the present review, it should be noted, however, that on a sector-by-sector basis,
agriculture has the best performing and worst performing projects, namely, the Area Based
Agricultural Modernization Programme (2.7) and the Northwest Smallholder Agricultural
Development Project (1.5). Although the former project was approved about one year earlier,
became disbursement effective two and half years later (for reasons discussed above), the latter
project experienced serious additional start-up delays stemming from the delayed recruitment of the
project’s TA team, their failure to design of the project’s civil works, which account for over 60%
of the project’s costs, as well as late commencement of the works. In the case of the former project,
which primarily entails ADF support for rural infrastructure, there were relatively lesser start-up
delays, and the project was generally better managed and monitored by the Borrower and the Bank.

2.5.3 Compliance with Loan Conditions: The average rating is 2.3, or satisfactory, and is an
illustration of the overall acceptable progress made with the achievement of disbursement
effectiveness. The lead time for achieving disbursement effectiveness ranges from an average of
0.42 years each for the multi-sector, industry and mining and transport, to 0.5 years for water and
sanitation, 1 year for social, and 1.95 years for agriculture. Portfolio performance in terms of
compliance with achieving disbursement effectiveness is better appreciated when viewed against
the portfolio average of 0.78 years. Within the agriculture sector portfolio, the Area Based
Agricultural Modernization Programme performed the worst in terms of timeliness of disbursement
effectiveness, reaching 3.16 years before being disbursement effective (Chart 4). The fulfilment of
“other conditions” and undertakings has also been slow and monitored to a lesser extent than
conditions precedent to first disbursement.

® Ranging from a minimum of 3.08 for the multi-sector to a maximum of 6.17 for agriculture.
* Ranging from a minimum of 1.8 for transport, to a maximum of 5.5 for social.
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Chart 4 :Projects with Loan Disbursement Effectiveness Occurring Beyond 12 Months After Board
Approval
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2.5.4 As illustrated by Table 14, there has been a notable improvement in the timeliness of
submission of audit reports by Executing Agencies. Based on an average annual delay of 430 days
for the five financial years considered, the delay ranged from a maximum of 683 days in 2003 and
2005, to a low of 157 days in 2006. The rather unsatisfactory performance in 2003 and 2005 is
largely the result of significant delays by three projects in the agriculture, transport and social
sectors, namely, the Northwest Smallholder Agricultural Development Project, the Central Uganda
Upgrading and Maintenance Project and the Support to ESIP (Education Il) Project, respectively.
These transport and education sector projects are ending. Moreover, with increased vigilance and
follow up by the Field Office, the timeliness of audit reporting of these and the rest of the active
projects reviewed improved markedly (by 526 days) in 2006, from the figure for 2005.

Table 14: Delay (in days) in the Submission of Audit Reports for FY 2002 to FY 2006 Inclusive

Sector/Project Audit Report Submission /Corresponding Delay

FY ended FY ended FY ended FY ended FY ended
Agriculture June 2002 June 2003 | June 2004 | June 2005 | June 2006
Northwest Smallholder Agricultural 90 106 19 139 0°
Development Project
Avrea-based Agricultural Modernization n/a n/a 0° 16 0’
Programme
Fisheries Development Project n/a n/a 184 15 12
National Livestock Productivity n/a n/a n/a nla 2
Improvement Project
Farm Income Enhancement& Forest n/a n/a n/a n/a n/a
Conservation project
Transport

® Audit report submitted 2 days earlier than deadline of 31 December
® Audit report submitted 23 days earlier than deadline of 31 December
" Audit report submitted 11 days earlier than deadline of 31 December
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Central Uganda Road Maintenance and n/a 189 12 191 15
Upgrading Project

Water & Sanitation

Small Towns Water Supply & n/a n/a n/a 44 2
Sanitation Project
Social
Rural Microfinance Support Project n/a 208 11 17 15
Support to ESIP (Education I1) Project n/a 171 188 176 45
Support to the Health Sector Strategic 93 9 28 83 43
Plan Project
Multi-Sector
Institutional Support Project for Good n/a n/a n/a nla 23
Governance
Industry & Mining
Mineral Resources Management and n/a n/a No data 2 0®
Capacity Building Project entered into

SAP
Total 183 683 442 683 157

2.5.5 Procurement Performance: The average rating is 2.2, or satisfactory, but performance is
unsatisfactory in the agriculture sector and particularly for the Northwest Smallholder Agricultural
Development Project and the Fisheries Development Project. The Education Il Project is also rated
unsatisfactory in terms of procurement performance. In both sectors, the problem is primarily due to
limited familiarity with the Bank’s procurement policies and procedures, the absence of
procurement officers in some PIUs and delays in obtaining procurement approvals from contract
committees of Executing Agencies. However, this problem is being increasingly addressed with the
Bank’s increased field presence and more rigorous field supervision.

2.5.6 Financial Performance: The average score for financial performance is 1.9, or
unsatisfactory. It is also unsatisfactory for the social and multi-sectors, largely due to the problem
of GoU counterpart contribution that especially the ISPGG and the Education Il projects face. This
problem is also reflected in the unsatisfactory ratings of two agriculture projects, namely, the North
West Smallholder Agricultural Development Project and the Fisheries Development Project.

2.5.7 Project Implementation Activities: The average score is 2.2, or satisfactory, with all sectors,
except agriculture, rated satisfactory. With agriculture, implementation is unsatisfactory for the
North West Smallholder Agricultural Development and the Fisheries Development Projects.

2.5.8 Impact on Development: The average satisfactory score of 2.3 shows that all projects are
likely to achieve their development objectives. However, the Area Based Agricultural
Modernization Programme and the Small Towns Water Supply and Sanitation Project, with ratings
of 2.9 and 3, respectively, are more likely than others to realize their objectives, while the North
West Smallholder Agricultural Development Project, having a rating of 1.6, is less likely to do so.

2.5.9 2007 CPRR Versus the Bank’s Annual Portfolio Performance Review Reports (APPRR):
With no two operations common to the 1997 and 2007 portfolio reviews, in order to further
ascertain soundness, some of the key findings of the 2007 review have been evaluated against
selected indicators of the Bank’s APPRRs from 1999-2004, as illustrated by Table 15. The results
confirm that loan cancellations have been on the decline, except for 2002. This reinforces the fact
that there has been a general improvement in the design of operations (including costing), project

& Audit report submitted 2 days earlier than deadline of 31 December
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and portfolio management and adherence to approved project implementation schedules.

Table 15: Comparison of Key Results of the 2007 CPRR and Key Indicators of the Bank’s APPRRs

Indicator from the Bank Group’s | 1999 | 2000 | 2001 2002 2003 2004 Uganda

Annual Portfolio Performance 2007

Review Report CPRR

Indicator

Percentage Commitment Value of | 2.5 3.4 25 3.1 2.6 3.3

Uganda Portfolio to Bank Portfolio

Bank Group Disbursements to 19.16 | 1594 | 27.41 16.37 17.87 39.60 42.09

Uganda (UA million)

Loan/Grant Cancellations for 959 |7.06 |141 12.38 0.95

Uganda (UA million)

Portfolio Age (years)® for Uganda | 6.3 5.1 45 4.4 3.1 34 4.2

Potential Problematic Projects (#) 1 2 0 3 3
(12.5%) | (25%) (37.5%) | (27.3%)

Actual Problem Projects (#) 0 0 1 0 0

At Risk Commitments (UA 18.1 325 175 57.6 66.1

million) (14.6%) | (20.5%) | (11.7%) | (38.2%) | (27%)

2.5.10 There has been a systematic reduction in the average country portfolio age since 1999 to
2003, edging up thereafter and maintaining an increasing trend to date, for reasons discussed above.
However, appropriate measures have been put in place to ensure quick recovery of the operations
concerned. Since 2001 to the present review, the number of potential problematic projects averaged
20.46% of the number of operations in the portfolio; this is below that of the present review of
27.30%. More rigorous Bank desk and field supervision since 2005, including jointly preparing and
putting into action realistic Sector Portfolio Improvement Plans (SPIP), especially for agriculture,
appear to be addressing this matter. There has been a remarkable improvement in the number of
actual problem projects, ranging from 1 in 2003, to none at present. Performance with regard to at
risk commitments has been mixed from year to year, declining between 2001 and 2002, improving
between 2002 and 2003, and declining again between 2003 and the present review. Performance is
better understood when compared with the average of UA 31.42 million for the 4 APPRR years
considered in Table 15, against that of UA 66.1 million for the present review. The intensification
of creative and decisive Bank portfolio management measures over the past 2-3 years is expected to
address this problem.

2.6 Generic Problems

2.6.1 Table 16 illustrates the main generic problems identified by the last and the current CPRRs.
It demonstrates that the only key generic implementation problems that are common to the 1997
and the present CPPR are slow fulfilment of loan conditions and irregular and inadequate provision
of Government counterpart funds. Both problems are more prominent in the agriculture sector.
Some 6 and 7 of the 13 operations reviewed, respectively, experience financial problems due to
limited government budget releases and have also suffered start-up delays emanating from slow
fulfilment of loan pre-disbursement conditions. The problem of inadequate GoU counterpart
contribution stems form Government revenue mobilization problems and insufficient estimation of
Government contribution. The problem of delayed accountability for project funds is levelling off
as the Bank is now ensuring that districts are only reimbursed for funds accounted for, thus creating
an incentive for non-performing districts to do better. Where agricultural credit schemes are seen
not to be moving, funds are either being reallocated to more needy components, or the schemes
redesigned to better adapt to the existing industry setting. There is notable improvement in the

® As at 1 January each year
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management capacity of the borrower, but this tends to be undermined by morale problems
associated with the remuneration of some PIU staff by projects at rates higher than other PIU staff
who only receive regular civil service salaries. With sound justification from PIUs, Executing
Agencies should be in a position to address the latter problem on a case-by-case basis.

Table 16: Comparison of Generic Problems -- 1997 and 2007 CPRR

Issues/Problems 1997 2007
CPRR CPRR
Slow fulfillment of loan conditions X X
Inadequate provision of Government counterpart funds X X
Delayed accountability for project funds by some districts X
Unsatisfactory performance of agricultural credit schemes X

Inadequate local management capacity X
Creation of new districts by the Government after project appraisal
Morale problems among staff of some PIUs

Procurement bottlenecks X

XX

2.6.2  While procurement and disbursement problems still exist to some extent, there has been a
discernable improvement since the last review. The recruitment of Procurement and Disbursement
Assistants and the Country Operations Officer at UGFO has assisted in reducing the Bank’s average
period of review of procurement files, as some of these dossiers have and continue to be reviewed
and approved by the Field Office, in accordance with Presidential Instruction Pl 02/2005, or UGFO
has followed up vigorously with the concerned Department/Unit in Tunis to ensure prompt
examination and transmission thereafter of Bank decisions. UGFQO’s provision of timely routine
guidance to Executing Agencies on disbursement matters including pre-screening of applications
and expeditious follow up with FFCO and concerned Departments in Tunis on the processing of
outstanding applications has contributed markedly to improving the timeliness of Bank processing
of applications and yearly enhancement of the portfolio’s aggregate disbursement rate.
Nevertheless, some delays in procurement occur from time to time due to the absence of
procurement staff in some PIUs, inadequate familiarity of some project staff with the Bank’s
policies, the failure of some Executing Agencies to systematically consult UGFO, and the need for
Executing Agencies to first obtain approval of their contract committees before procurement
documents can be sent to the Bank for “no objection”. On the other hand, a few delays in
disbursement stem from the failure of PIUs to let UGFO pre-screen applications before they are
transmitted to FFCO, as required by PI 02/2005, and delays by FFCO and other concerned
departments in Tunis in acting on applications.

2.7 Disbursements

The present review reveals that, the cumulative disbursement/commitment ratio is 19.6%, compared
to 39.0% for the 1997 review. The reason for this lower disbursement rate is that the average age of
the portfolio in 1997 was higher and most operations were at advanced stages of disbursement. For
the present review, the highest rate of disbursement has been registered by the social sector
(55.9%), followed by the multi-sector (21.9 %), water and sanitation (15.6%), industry and mining
(15.0%), and agriculture (13.9%). The disbursement profile of the 1997 review ranged from 37.05%
for agriculture, to 23.05% for transport, 17.29% for public utilities, 14.62% for social, 9.29% for
industry and 1.58% for multi-sector. Table 17 and Chart 5 show the disbursement profile of
ongoing operations, as well as active project disbursement versus portfolio commitment,
respectively.
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Table 17: Disbursement Profile of Ongoing Projects by Sector as at 30 November 2006

Sector Commitment | Disbursement | Disbursement/Commitment
(UA Million) (UA Million) Ratio (%)

Agriculture 117.23 16.25 13.86

Industry & Mining 5.35 0.79 14.77

Water Supply & 58.41 9.10 15.58

Sanitation

Social 57.32 32.25 56.27

Transport 61.49 -- --

Multi-sector 9.00 1.97 21.89

Total 308.80 60.46 19.57

Chart 5: Ratio of Project Disbursement Versus Portfolio Commitment
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1. ASSESSMENT OF MANAGEMENT IMPLEMENTATION CAPACITY

3.1 Government’s Performance

3.1.1 Of the 12 disbursing public sector projects, 11 are being implemented using Pl1Us. Although
the establishment of PIUs for Bank-supported projects has helped to improve Government
implementation capacity, this approach tends to deprive Executing Agencies of their highly skilled
staff who are crucial in assisting these departments to achieve their broader institutional objectives.
Meanwhile, with a number of Bank-supported projects increasingly consisting of components
designed to reinforce GoU’s capacity to improve the delivery of the public service through cross-
cutting reforms in governance, in addition to enhancing sector planning and project management,
Bank Group development assistance to Uganda has, and continues to, contribute positively in
strengthening GoU’s overall capacity.

3.1.2 In the agriculture sector, apart from the problem of low morale among staff of some PI1Us,
the relatively larger number of on-going projects in the sector whose coverage areas also span
across the country, has resulted in each operation having its own separate PIU, with inadequate
coordination. In the transport sector, since the establishment of RAFU in 1998 to effectively
manage the implementation of the Road Sector Development Program (RSDP) in MoWT as a semi-
autonomous organisation, notable progress has been made in the management and implementation
of sector projects. RAFU is in the process of being transformed into the Uganda National Roads
Authority (UNRA). While the transformation appears to be on course, expediting it would provide
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clarity pertaining to the future of RAFU. In the social sector, due to the generally satisfactory
performance of staff of the PIU of the Education Il Project, the same PIU is being used to
implement the Education 111 Project.

3.1.3 To improve GoU’s management implementation capacity, the Borrower needs to urgently
attend to the problem of not providing timely and adequate counterpart contribution. Executing
Agencies should more creatively follow up with districts covered by their projects to ensure their
timely accountability for project funds. Finally, there is need for substantial improvement in the
timeliness and quality of submission of audit reports and QPRs to the Bank.

3.2 Bank’s Performance

3.2.1 The Bank’s institutional management capacity is generally satisfactory. Since it was opened
in May 2004, the Field Office has made notable contributions that have assisted in enhancing
portfolio quality and scaling up Bank visibility and country relevance. Highlights of this are
presented below. Notwithstanding these achievements, there have been reports of delays by the
Bank, especially in Tunis, in responding to project matters pertaining to procurement and
disbursement.

Summary of UGFO’s Main Contribution to Enhanced Portfolio Performance, Improved Aid
Coordination and Bank Visibility

3.2.2 Disbursement: Overall, total disbursement rate increased by 1% between 2005 and 2006, as
compared to 4.4% between 2004 and 2005, on account of follow up activities of the Office. The
water sector had the highest improved disbursement rate (15.1%), followed by Agriculture (9.1%),
and the social sector (7.4%).

3.2.3 Portfolio Management: i) Number of supervision missions (Tunis/Kampala) increased from
12 in 2004 to 22 in 2006; ii) 114 procurement files were reviewed with the average period of review
reducing from 10 working days in 2004 to 3 in 2006; iii) between 2004 and 2006, three operational
workshops were organized for PIUs to deepen their understanding of the Bank’s Policies and
Procedures; and iv) UGFO, using own staff, prepared the Country Portfolio Review following the
last one prepared in 1997.

3.2.4 Aid coordination and policy dialogue: Active participation in the Local Development
Partners Group meetings (18); sector working group meetings (80); budget and Public Expenditure
Review (PER) meetings (24); seminars, workshops and conferences (33); and representation on the
Board of PTA Bank.

3.2.5 Economic and Sector Work: support for the Agriculture and Rural Development Sector
Review; support for the preparation of the Country Governance Profile and the second stakeholder
meeting; participation in the preparation of the Uganda Joint Assistance Strategy (UJAS); and
preparation of concept notes to seek bilateral grant financing for sector studies.

3.2.6 Key Achievements of UGFO: i) contributed to improved image of the Bank in Uganda; ii)
progress in harmonization with other development partners under the UJAS; iii) improved
participation in and contribution to policy dialogue and aid coordination; iv) improved portfolio
management and performance; and v) review of procurement and disbursement documentation,
leading to reduction in delays.



43

Summary of UGFQO’s Key Operational and Other Constraints

3.2.7 The key constraints that UGFO experiences include i) less than clear division of labour
between Tunis and the Field Office, with potential duplication of roles and compromised
accountability; ii) inadequate delegation of authority for procurement and disbursement, which
reduces effectiveness; iii) different Bank procurement policies compared to those of GoU; v)
inability of the Bank to participate in basket funding, due to policy constraints limits its roles and
sphere of influence; vi) inadequate staffing levels for the increasing work load and portfolio bias;
vii) limited budget appropriations which limit the activities of UGFO; and viii) limited functionality
of the SAP and the videoconference facilities, due to limited bandwidth.

The Way Forward for the Bank

3.2.8 The Bank has recently intensified its supervision and SPIP missions, but these activities
should be better coordinated, with a view to enhancing the skills mix needed in assessing project
performance, as opposed to fielding them as independent stand-alone missions. A number of
training activities have been implemented by the Bank to familiarize PIUs with the Bank’s rules of
procedure concerning procurement and disbursement, but the frequency and clientele coverage of
these workshops could be improved. The Bank also needs to more effectively follow up on the
implementation of the recommendations of audit reports and management letters by Executing
Agencies. The majority of the Bank’s past analytical work has led to Bank-supported investment
operations, which have been completed, or are under implementation. Nevertheless, there is a felt
need for the Bank to undertake stronger economic and sector work, in order to provide a more
distinct strategic orientation for its interventions. The delegation of authority to the Field Office
should be improved, together with the associated staffing levels, budget and IT needs and roles
between the centralized and decentralized levels better clarified and enforced.

IV. CO-ORDINATION WITH OTHER DONORS

4.1 Assessment of the Government’s Aid Coordination Capacity

Aid coordination at the Government level is the responsibility of the Aid Liaison Department
(ALD) in the Ministry of Finance, Planning and Economic Development. Its responsibilities include
i) concluding loan and grant agreements with donors and maintaining good working relationships
with donors; ii) producing information guides to expenditure departments on external inflows to the
budget; and iii) maintaining an up to date donor data bank on aid and related matters. ALD hosts
the GoU’s Desk Officer responsible for Bank matters, but faces the following challenges: i)
untimely access to information from time to time; ii) need to keep abreast with Bank and
Government policy changes; iii) need for prior access to mission objectives and planned activities to
ensure proper advance preparation; iv) lack of operational financial support from the Bank; and v)
need for increased Bank involvement in the Government’s annual budget preparation and planning
process.

4.2 Assessment of the Bank Group’s Capacity to Coordinate With Other Donors

4.2.1 The principal mechanisms through which donors coordinate their assistance to Uganda
include Consultative Group meetings, Paris Club meetings, regular thematic and sector working
group meetings held by donors resident in Uganda, and workshops. These mechanisms have proved
valuable in providing frameworks in which donors coordinate their development assistance.

4.2.2 The Bank routinely and actively participates in monthly and extraordinary meetings of
Heads of Development Agencies (the Local Development Partners Group -- LDPG), as well as 23
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diverse macro and thematic sector working groups, with a view to contributing to policy
formulation and institutional visibility, in line with the Bank’s interests. The central objective of the
LDPG, chaired by the World Bank, is to increase the effectiveness of development assistance in
support of the national goals and systems of the Government for the realization of verifiable
outcomes that can be objectively assessed in terms of improved effectiveness and closer
cooperation with national partners, per the Rome and Paris Declarations.

4.2.3 Uganda is the first of three Bank Group RMCs working on the UJAS, which is a pioneering
CSP. For the period 2005-2007, the UJAS replaced the Bank Group CSP. The UJAS was prepared
by seven development partners as a response to Uganda’s PEAP and endorsed by the Bank Group’s
Board of Directors in December 2005. Subsequently, its implementation started off very well under
the stewardship of the LDPG, in collaboration with the Government. In May 2005, the Bank signed
the Partnership Principles on public assistance, which outline the modalities of the cooperation
between the Government and its development partners.

4.2.4 Since January 2004, the Bank and DFID have been deepening development collaboration in
four pilot countries, namely, Ethiopia, Mozambique, Uganda and Ghana. They signed a
Memorandum of Understanding (MoU) covering various areas of cooperation in March 2005 aimed
at scaling up their combined development impact at the country level.

4.25 There has been a discernable improvement in the Bank’s aid coordination and sector
dialogue following the start of decentralization. The Bank has since become an important and vocal
partner in the Uganda policy dialogue, especially through its participation in the UJAS, where it is
seen as being pivotal for advancing the process and promoting dialogue among donors, but
particularly, for the dialogue between UJAS and the GoU, including the UJAS’ acceptance by GoU.

4.2.6. The above achievements notwithstanding, the AfDB continues to face a number of capacity
and perception challenges in ensuring more effective aid coordination. These include limited
staffing capacity, which affects the ability of the Bank to participate fully in the policy dialogue of
all economic sectors. Moreover, the skills mix of the field office vis-a-viz sectors where the Bank
has made investments, remains inadequate and this is particularly so for the water and social sectors
(education, health and microfinance).

4.2.7 The Bank has been also affected by a previous attitude bias, leading to a ‘negative
perception’ by its local partners that the AfDB prefers to work alone, yet this is mainly the result of
its institutional policies, especially those relating to the use of the dominant project funding
modality, as opposed to the much ‘desired’” budget support modality. The project funding modality
continues to hamper the Bank from participating in sectoral/thematic basket financing, as well as
the noticeably limited overall resource allocation to general budget support. The latter stems from
the provisions of Article 15 of the Agreement Establishing the African Development Fund, which
requires that ADF funds can only be used to procure goods, works and services from the ADB
Group Member Countries, and in turn, accounts for most of the challenges surrounding effective
and efficient co-financing of development operations. In addition, the Bank Group continues to
require that each Executing Agency prepares and submits a separate report on Bank operations in
the country. This is over and above the fielding of separate rather than joint missions and having
few co-financed operations. However, since establishment of the Field Office in May 2004, and the
Bank’s subsequent participation in the UJAS joint programming initiative, it is regarded by its local
development partners to have improved its coordination process.
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4.3 Assessment of Co-financiers in Co-financed Projects

4.3.1 Four projects in the portfolio are co-financed with other development partners, namely, Area
Based Agricultural Modernization Programme (IFAD), Farm Income Enhancement and Forest
Conservation Project (Nordic Development Fund-NDF), Rural Water Supply and Sanitation
Programme (a sector budget operation with various development partners and NGOs), and Mineral
Resources Management and Capacity Building Project (NDF and the World Bank).

4.3.2 Contrary to appraisal plans, IFAD and the Bank did not undertake a joint mid term review of
the AAMP, neither have both institutions mounted joint supervisions. Nevertheless, they have been
sharing supervision mission aide memoires and project Task Managers have maintained routine e-
mail and telephonic communication. There has been coordination with the NDF from time to time
on the Farm Income Enhancement and Forest Conservation Project.

4.3.3 Coordination of ADF supported water and sanitation sector projects has and continues to
take place through the Water and Sanitation Development Partners Group (WSDPG), which meets
once a month under the current leadership and alternate leadership of Austria and the Bank,
respectively. The WSDPG allows more formal co-ordination between development partners
supporting the sector, so as to enhance the efficiency and effectiveness of the assistance. The Bank
also continues to actively participate in annual joint water and sanitation sector reviews together
with other partners, and to a lesser extent, joint technical reviews.

4.3.4 With regard to the Mineral Resources Management and Capacity Building Project, the Bank
has been participating in joint World Bank/NDF field supervision missions. It has also been in
contact, from time to time, with both partners to jointly review and resolve operational issues.

V. LOAN REPAYMENT AND ARREARS

Uganda has had no arrears on loan repayment to the Bank Group over the last five years and has not
been under Bank sanctions since. Given Uganda’s satisfactory record of Bank Group debt
management over the years, arrears should not be a concern in the medium term. However, Uganda
has arrears on capital subscription, with its seventh instalment under the fifth General Capital
Increase (GCI-V) in the amount of UA 132,500, which was due in November 2006, still
outstanding. In the event that this default is not cured by 22 February 2007, Uganda will forfeit a
total of 207 shares. The Bank has informed GoU of this situation and is following up closely.

VI. PROACTIVE MANAGEMENT OF PORTFOLIO

6.1 Potential Future Portfolio Problems and Possible Solutions

A. Delayed Accountability for Project Funds by some Districts

6.1.1 To address this problem, future replenishments to Districts should be made on the basis of
50% of the planned allocation and further allocations made based on Districts’ performance and
justification for the previous advance. Districts should be treated as separate entities and one that
fulfils replenishment conditions should receive replenishment, regardless of the status of accounting
for funds by others. Since April 2006, this practice has been adopted for the North West
Smallholder Agricultural Development Project and has produced positive results.

B. Inadequate and Unpredictable Government Counterpart Contribution to Projects

6.1.2 With over half of the projects reviewed affected by this problem, to address it, GoU should
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better quantify all forms of agreed in-kind and in-cash contribution to projects, including taxes,
land, office space, utilities, staff remuneration, project vehicles and their operation and
maintenance, etc. During ADF replenishment negotiations, the Bank may explore the possibility of
slightly lowering the minimum level of contribution by Borrowers to ADF-supported operations.
Another thinking that is emerging from GoU is that donors who already provide budget support
should not insist on counterpart funding.

C. Challenges of Decentralization of Implementation Arrangements to the Districts

6.1.3 Some of the problems stemming from GoU’s decentralization, which was launched in 1992,
include: i) inadequate human capacity to implement programmes at the District and Sub-county
levels; ii) inadequate resource base at the District level so that, in reality, the Districts still depend
largely on transfers from the centre; iii) although agriculture is one of the priority areas for funding,
in most Districts, agriculture, particularly extension, lags behind roads, health, water, etc; and iv)
new Districts, particularly those located in remote areas without adequate infrastructure, are less
likely to attract qualified and experienced personnel. Proper needs assessment and prioritization,
proper budgeting, capacity development and close monitoring could assist development projects.

6.2 Summary of Country Portfolio Improvement Plan

In order to scale up the soundness and development effectiveness of the Uganda portfolio, the CPIP
recommends actions appended as Annex 8, which need to be taken by both the Government and the
Bank. It includes actions required to ensure prompt processing by the Bank and the Government of
procurement and disbursement matters, more timely accountability by districts for project funds
advanced, improved implementation of agricultural credit schemes, improved adherence by the
Government to its counterpart contribution obligations, and improved monitoring and evaluation.

6.3 Lessons for the CSP and Future Portfolio Reviews

6.3.1 The review took place during the implementation phase of the UJAS, i.e., between 2005-07.
Its findings should, therefore, assist the Bank to better align itself to future joint programming
processes.

6.3.2 One of the lessons emerging from the review is the need for the Bank to be sector selective
in its interventions, given the scarcity of Bank Group resources, and the need for significant and
timely development impact to be made and sustained into the long term.

6.3.3 Given the difficulty faced by GoU in meeting its financial contributions to ADF operations,
district delays in accounting for project funds advanced, slow project start up due to delays in
fulfilling pre-disbursement conditions, the few ageing projects identified, and Bank procurement
and disbursement delays observed, there is need for the Bank to tilt field office staffing to the nature
of the portfolio, Executing Agencies should make more routine use of UGFO, better designed
training of project staff should be conducted, more rigorous Bank supervision and monitoring
should be undertaken, more robust Bank follow up on timely submission by the Borrower of audit
reports and effective follow up thereafter on the implementation of audit recommendations should
be ensured, the use of a consolidated PIU for agriculture should be considered, proper needs
assessment for agricultural credit schemes should be carried out, and more realistic design of
conditions precedent to first disbursement ensured.

6.3.4 With the existence of a harmonized country-led system of assistance coordination, the
UJAS, another lesson emerging from the review relates to the necessity for effective coordination of
Bank Group interventions, especially co-financed operations, with other development partners, with
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regard to non-lending activities including ESW and SWAPs, as well as providing more support for
general and earmarked sector budget operations.

6.3.5 Moreover, the fact that beneficiary impact studies have not been systematically undertaken
by the Bank to gauge the effect of its assistance on its clients and generate appropriate lessons for
future interventions, highlights the need for this.

VIlI.  CONCLUSIONS AND RECOMMENDATIONS

7.1 Conclusions

There has been a striking improvement in portfolio performance since the last portfolio review of
1997. The overall performance of the present portfolio is satisfactory, with an average rating of 2.2,
which is better than the almost satisfactory 1.9 overall rating of the last review. When the main
results of the present review and the Bank’s APPRRs from 1999 to date are compared, in an attempt
to ascertain the soundness of the findings of the present review, highly enriching additional insights
emerge. For instance, from 1999 to the present review, loan/grant cancellations have been on a
general decline, except for 2002. There has been a systematic improvement in the average portfolio
age for Uganda since 1999 to 2003, edging up thereafter and maintaining an increasing trend since
then. From 2001 to the present review, the number of potential problematic projects averaged
20.46% of the number of operations in the Uganda portfolio; this is below the estimate of the
present review (27.30%), which makes current performance relatively unsatisfactory. Nevertheless,
performance in terms of the number of actual problem projects improved remarkably, ranging from
1 in 2003, to none at present. Year-to-year performance with regard to at risk commitments has
been mixed, declining between 2001 and 2002, improving between 2002 and 2003, and declining
again between 2003 and the present review.

7.2 Recommendations

7.2.1 Sound portfolio performance being an overriding pre-condition for ADF resource allocation,
appropriate measures should be adopted so as to improve Uganda’s resource absorptive capacity
and efficiency in project management. In order to improve the performance and development
impact of public sector projects, the recommendations of the present review, which are outlined
below and detailed in annexes 6 and 8 should be observed and implemented by the Bank and GoU.

7.2.2 The Bank should improve the quality, development effectiveness and sustainability of its
operations by taking a number of critical steps. These include the following: rationalizing loan and
grant conditions through improved dialogue with GoU, improving project design by undertaking in-
depth economic and sector work, enhancing desk and field supervision frequency and quality,
especially for the Northwest Smallholder Agricultural Development Project, the Fisheries
Development Project and the Institutional Support Project for Good Governance, further improving
the timeliness of procurement and disbursement processing, improving aid coordination in co-
financed operations and intensifying training of project staff. Finally, the Bank should delegate
increased authority to the field.

7.2.3 The next CPR should be undertaken in 2009 and assess achievements with economic and
sector work, improvements in project design, provision of GoU counterpart contribution, Bank
follow up on the implementation of audit recommendations, extent of reduction of PIUs, and
progress with delegation of authority to the field.

7.2.4 The Government should improve its compliance with loan agreements and the general
conditions, as well as expedite project start up and ensure compliance with approved
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implementation schedules. It this regard, it should employ a range of measures including the
following: honour its obligations in regard to providing counterpart funding for projects, ensure
timely reporting, provide honoraria (on a case-by-case basis) for some PIU staff/civil servants who
are not remunerated by their projects, facilitate parliamentary ratification of loans, continue to make
more routine use of UGFO, and ensure timely Districts accountability for project funds.



Summary of Ongoing Bank Group Supported Public Sector Operations in Uganda (UA million) as

at 30/11/06
Entry Deadline for Loan/
Date Date of into final Grant Amount Undisbursed | %
SECTOR/PROJECTS ADF approval | signature force Disbursement Amount | disbursed | balance Disbursed | Status
A. AGRICULTURE
Northwest Smallholder
Agricultural Development ADF
Project Loan 15/12/99 | 20/11/00 18/05/01 | 31/12/07 17.6 4.06 13.54 23.10% on going
Area-based Agricultural ADF
Modernization Programme | Loan 13/09/00 | 30/05/01 14/11/03 | 30/06/08 9.67 4.47 5.20 46.30% on going
Fisheries Development ADF
Project Loan 12/06/02 14/11/02 9/05/03 31/01/08 22.00 2.51 19.49 11.40% on going
National Livestock ADF
. Loan 04/12/02 | 02/06/03 12/04/04 | 31/01/08 23.74 3.66 20.08 15.42% on going
Productivity Improvement ADE
Project Grant 2.80 0.59 2.21
Farm Income ADF
Loan 29/09/04 | 18/01/05 17/5/06 | 31/12/10 31.57 0.54 31.03
Enhancement& Forest ADF 1.40%
Conservation project Grant 9.85 0.03 9.82 on going
B. TRANSPORT
ADF
E%?géiggrsg;ppon Loan/ 15/05/05 & 31/12/10 &
) Grant 27/04/05 | 19/05/05 15/09/05 | 31/12/07 28.50 0.00 28.50 0.00% Awaiting
ADF first
RSSP Supplementary Loan | | o | 20/12/06 3299 | 0.00 32.99 disbursement
C. WATER AND SANITATION
ADF
Small Towns Water Supply | Loan 24/11/04 | 18/01/05 13/06/05 | 31/01/08 12.26 3.24 9.02 on going
L - 24.80%
& Sanitation Project ADF
Grant 6.15 1.33 4.82
Rural Water Supply & ADF
Sanitation Programme Grant 19/12/05 | 23/01/06 9/5/06 31/12/10 40.00 4.01 35.99 10.00% on going
D. SOCIAL
ADF
Rural Microfinance Loan 24/11/99 | 29/05/00 23/02/01 | 31/12/07 13.10 10.22 2.88 77.30% on going
. . 0
Support Project ADF
Grant 1.84 1.33 0.51
ADF
Support to ESIP (Education | Loan 21/12/00 | 30/05/01 18/06/01 | 31/12/05 20.00 19.97 0.03 90.90% on going
M) ADF Dl
Grant 2.38 0.37 2.01
Support to Post Primary on going
Education &Training ADF
Project (Education I11) Grant 19/12/05 | 23/01/06 25/04/06 | 31/12/11 20.00 0.46 19.54 2.30%
E. MULTI - SECTOR
Institutional Support
Project for Good ADF
Governance Grant 17/11/04 | 18/01/05 14/03/05 | 31/12/08 9.00 1.82 7.18 20.20 % on going
F. INDUSTRY
Mineral Resources
Management & Capacity ADF
Building Project Grant 29/09/04 | 18/01/05 18/01/05 | 31/12/10 5.35 0.13 5.22 2.40% on going

Annex 1



Summary of Performance Ratings by Sector and Project

Annex |1

PROJECT PERFORMANCE
RATING
OVERALL PORTFOLIO 2.2
A. Agricultural Sector 2.1
1. North West Smallholder Agricultural Development Project 1.5
2. Area-Based Agriculture Modernization Project 2.7
3. Fisheries Development Project 2.0
4. National Livestock Productivity Improvement Project 2.2
5. Farm Income Enhancement& Forest Conservation project 2.3
B. Industry 25
6. Mineral Resources Management and Capacity Building Project 2.5
C. Water And Sanitation 2.3
7. Small Towns Water Supply and Sanitation Project 2.5
8. Rural Water Supply & Sanitation Programme 2.1
D. Social 2.2
9. Support to the ESIP (Education Il Project) 2.1
10. Rural Microfinance Support Project 2.2
E. Multi-Sector 17
11. Institutional Support Project for Good Governance 1.7




Project Rating Summary (previous and current ratings)

Northwest Smallholder Agricultural Development Project

Annex 3

PERFORMANCE INDICATORS

Indicators previous | this
CPRR CPRR
A. COMPLIANCE WITH LOAN CONDITIONS
Compliance with loan conditions precedent to entry into force n.a 2.0
Compliance with General Conditions n.a 2.0
Compliance with Other Conditions n.a 14
B. PROCUREMENT PERFORMANCE
Procurement of Consultancy Services n.a 1.2
Procurement of Goods and Works n.a 1.6
C. FINANCIAL PERFORMANCE
Availability of Foreign Exchange n.a 2.0
Availability of Local Currency n.a 1.8
Disbursement Flows n.a 1.2
Cost Management n.a 0.5
Performance of Co-Financiers n.a 1.7
D. ACTIVITIES AND WORKS
Adherence to implementation schedule n.a 1.4
Performance of Consultants or Technical Assistance n.a 1.0
Performance of Contractors n.a 1.4
Performance of Project Management n.a 1.6
E. IMPACT ON DEVELOPMENT
Likelihood of achieving development Objectives n.a 1.6
Likelihood that benefits will be realized and sustained beyond the investment stage | n.a 1.6
of the project
Likely contribution of the project towards an increase in Institutional Capacity n.a 1.4
Current Rate of Return n.a 1.7
F. OVERALL ASSESSMENT
1. At Present n.a 1.50
2.Trend Over Time n.a 1.53

Code:
3 = Highly satisfactory
2 = Satisfactory Occasional Problems .Bank should Monitor
= Unsatisfactory. Problems .Bank should monitor closely, but no immediate
action is required
0 = Highly unsatisfactory. Serious problems. Action required
‘n.a ‘ = Non applicable




Area-Based Agricultural Modernization Programme

PERFORMANCE INDICATORS

3 = Highly satisfactory
2 = Satisfactory Occasional Problems .Bank should Monitor
= Unsatisfactory. Problems .Bank should monitor closely, but no immediate
action is required
0 = Highly unsatisfactory. Serious problems. Action required
‘n.a ‘ = Non applicable

Indicators previous | this
CPRR CPRR
A. COMPLIANCE WITH LOAN CONDITIONS
Compliance with loan conditions precedent to entry into force n.a 2.0
Compliance with General Conditions n.a 3.0
Compliance with Other Conditions n.a 3.0
B. PROCUREMENT PERFORMANCE
Procurement of Consultancy Services n.a 2.3
Procurement of Goods and Works n.a 2.6
C. FINANCIAL PERFORMANCE
Availability of Foreign Exchange n.a 3.0
Availability of Local Currency n.a 3.0
Disbursement Flows n.a 3.0
Cost Management n.a 3.0
Performance of Co-Financiers n.a 3.0
D. ACTIVITIES AND WORKS
Adherence to implementation schedule n.a 2.0
Performance of Consultants or Technical Assistance n.a 2.3
Performance of Contractors n.a 2.6
Performance of Project Management n.a 2.6
E. IMPACT ON DEVELOPMENT
Likelihood of achieving development Objectives n.a 3.0
Likelihood that benefits will be realized and sustained beyond the investment stage | n.a 3.0
of the project 3.0
Likely contribution of the project towards an increase in Institutional Capacity n.a 2.6
Current Rate of Return n.a 2.7
F. OVERALL ASSESSMENT
1.At Present n.a 2.74
2.Trend Over Time n.a 2.74
Code:




Fisheries Development Project

PERFORMANCE INDICATORS

Indicators previous | this
CPRR CPRR
A. COMPLIANCE WITH LOAN CONDITIONS
Compliance with loan conditions precedent to entry into force n.a 2.8
Compliance with General Conditions n.a 2.8
Compliance with Other Conditions n.a 2.8
B. PROCUREMENT PERFORMANCE
Procurement of Consultancy Service n.a 1.4
Procurement of Goods and Works n.a 1.8
C. FINANCIAL PERFORMANCE
Availability of Foreign Exchange n.a 2.4
Availability of Local Currency n.a 1.8
Disbursement Flows n.a 1.8
Cost Management n.a 2.0
Performance of Co-Financiers n.a 1.0
D. ACTIVITIES AND WORKS
Adherence to implementation schedule n.a 1.4
Performance of Consultants or Technical Assistance n.a 1.6
Performance of Contractors n.a 1.6
Performance of Project Management n.a 1.2
E. IMPACT ON DEVELOPMENT
Likelihood of achieving development Objectives n.a 2.4
Likelihood that benefits will be realized and sustained beyond the investment stage | n.a 2.6
of the project
Likely contribution of the project towards an increase in Institutional Capacity n.a 2.6
Current Rate of Return n.a 2.0
F. OVERALL ASSESSMENT
1.At Present n.a 2.00
2.Trend Over Time n.a 2.03
Code:

3 = Highly satisfactory

2 = Satisfactory Occasional Problems. Bank should monitor

1 = Unsatisfactory. Problems. Bank should monitor closely, but no immediate
action is required

0 = Highly unsatisfactory. Serious problems. Action required

‘n.a ‘ = Non applicable




National Livestock Productivity Improvement Project

PERFORMANCE INDICATORS

Indicators previous | this
CPRR CPRR
A. COMPLIANCE WITH LOAN CONDITIONS
Compliance with loan conditions precedent to entry into force n.a 2.0
Compliance with General Conditions n.a 1.0
Compliance with Other Conditions n.a --
B. PROCUREMENT PERFORMANCE
Procurement of Consultancy Services n.a 2.2
Procurement of Goods and Works n.a 2.2
C. FINANCIAL PERFORMANCE
Availability of Foreign Exchange n.a 3.0
Availability of Local Currency n.a 2.2
Disbursement Flows n.a 2.5
Cost Management n.a 25
Performance of Co-Financiers n.a --
D. ACTIVITIES AND WORKS
Adherence to implementation schedule n.a 2.0
Performance of Consultants or Technical Assistance n.a 2.5
Performance of Contractors n.a 2.0
Performance of Project Management n.a 2.5
E. IMPACT ON DEVELOPMENT
Likelihood of achieving development Objectives n.a 2.0
Likelihood that benefits will be realized and sustained beyond the investment stage | n.a 2.0
of the project
Likely contribution of the project towards an increase in Institutional Capacity n.a 2.0
Current Rate of Return n.a 2.0
F. OVERALL ASSESSMENT
1.At Present n.a 217
2.Trend Over Time n.a 2.17
Code:

3 = Highly satisfactory

2 = Satisfactory Occasional Problems. Bank should monitor

1 = Unsatisfactory. Problems. Bank should monitor closely, but no immediate
action is required

0 = Highly unsatisfactory. Serious problems. Action required

‘n.a ‘ = Non applicable




Farm Income Enhancement and Forest Conservation Project

PERFORMANCE INDICATORS

Indicators previous | this
CPRR CPRR
A. COMPLIANCE WITH LOAN CONDITIONS
Compliance with loan conditions precedent to entry into force n.a 2.0
Compliance with General Conditions n.a 2.0
Compliance with Other Conditions n.a 3.0
B. PROCUREMENT PERFORMANCE
Procurement of Consultancy Services n.a --
Procurement of Goods and Works n.a 2.0
C. FINANCIAL PERFORMANCE
Availability of Foreign Exchange n.a 3.0
Availability of Local Currency n.a 3.0
Disbursement Flows n.a 2.0
Cost Management n.a --
Performance of Co-Financiers n.a --
D. ACTIVITIES AND WORKS
Adherence to implementation schedule n.a 2.0
Performance of Consultants or Technical Assistance n.a
Performance of Contractors n.a
Performance of Project Management n.a 2.0
E. IMPACT ON DEVELOPMENT
Likelihood of achieving development Objectives n.a 2.0
Likelihood that benefits will be realized and sustained beyond the investment stage | n.a 2.0
of the project
Likely contribution of the project towards an increase in Institutional Capacity n.a 3.0
Current Rate of Return n.a 2.0
F. OVERALL ASSESSMENT
1.At Present n.a 2.25
2.Trend Over Time n.a 2.31
Code:

3 = Highly satisfactory

2 = Satisfactory Occasional Problems. Bank should monitor

1 = Unsatisfactory. Problems. Bank should monitor closely, but no immediate
action is required

0 = Highly unsatisfactory. Serious problems. Action required

‘n.a ‘ = Non applicable




Mineral Resources Management and Capacity Building Project

PERFORMANCE INDICATORS

Indicators previous | this
CPRR CPRR
A. COMPLIANCE WITH LOAN CONDITIONS
Compliance with loan conditions precedent to entry into force n.a 3.0
Compliance with General Conditions n.a 3.0
Compliance with Other Conditions n.a 2.0
B. PROCUREMENT PERFORMANCE
Procurement of Consultancy Services n.a 3.0
Procurement of Goods and Works n.a 3.0
C. FINANCIAL PERFORMANCE
Availability of Foreign Exchange n.a 2.0
Availability of Local Currency n.a 2.0
Disbursement Flows n.a 2.0
Cost Management n.a 2.0
Performance of Co-Financiers n.a 2.5
D. ACTIVITIES AND WORKS
Adherence to implementation schedule n.a 2.0
Performance of Consultants or Technical Assistance n.a
Performance of Contractors n.a
Performance of Project Management n.a 3.0
E. IMPACT ON DEVELOPMENT
Likelihood of achieving development Objectives n.a 25
Likelihood that benefits will be realized and sustained beyond the investment stage | n.a 2.5
of the project
Likely contribution of the project towards an increase in Institutional Capacity n.a 2.5
Current Rate of Return n.a
F. OVERALL ASSESSMENT
1.At Present n.a 2.55
2.Trend Over Time n.a 2.45
Code:

3 = Highly satisfactory

2 = Satisfactory Occasional Problems. Bank should Monitor

1 = Unsatisfactory. Problems. Bank should monitor closely, but no immediate
action is required

0 = Highly unsatisfactory. Serious problems. Action required

‘n.a ‘= Non applicable




Small Towns Water Supply and Sanitation Project

PERFORMANCE INDICATORS

Indicators previous | this
CPRR CPRR
A. COMPLIANCE WITH LOAN CONDITIONS
Compliance with loan conditions precedent to entry into force n.a 3.0
Compliance with General Conditions n.a 3.0
Compliance with Other Conditions n.a 2.0
B. PROCUREMENT PERFORMANCE
Procurement of Consultancy Services n.a 3.0
Procurement of Goods and Works n.a 2.3
C. FINANCIAL PERFORMANCE
Availability of Foreign Exchange n.a 2.0
Availability of Local Currency n.a 2.3
Disbursement Flows n.a 2.0
Cost Management n.a 2.0
Performance of Co-Financiers n.a --
D. ACTIVITIES AND WORKS
Adherence to implementation schedule n.a 35
Performance of Consultants or Technical Assistance n.a 3.0
Performance of Contractors n.a 2.0
Performance of Project Management n.a 2.7
E. IMPACT ON DEVELOPMENT
Likelihood of achieving development Objectives n.a 3.0
Likelihood that benefits will be realized and sustained beyond the investment stage | n.a 3.0
of the project
Likely contribution of the project towards an increase in Institutional Capacity n.a 3.0
Current Rate of Return n.a --
F. OVERALL ASSESSMENT
1.At Present n.a 2.61
2.Trend Over Time n.a 2.50
Code:

3 = Highly satisfactory

2 = Satisfactory Occasional Problems. Bank should monitor

1 = Unsatisfactory. Problems. Bank should monitor closely, but no immediate
action is required

0 = Highly unsatisfactory. Serious problems. Action required

‘n.a ‘ = Non applicable




Rural Water Supply & Sanitation Program

PERFORMANCE INDICATORS

Indicators previous | this
CPRR CPRR
A. COMPLIANCE WITH LOAN CONDITIONS
Compliance with loan conditions precedent to entry into force n.a 3.0
Compliance with General Conditions n.a 3.0
Compliance with Other Conditions n.a 2.0
B. PROCUREMENT PERFORMANCE
Procurement of Consultancy Services n.a --
Procurement of Goods and Works n.a 2.0

C. FINANCIAL PERFORMANCE
Availability of Foreign Exchange n.a 3.0
Availability of Local Currency n.a 2.0
Disbursement Flows n.a 1.0
Cost Management n.a 2.0
Performance of Co-Financiers n.a --
D. ACTIVITIES AND WORKS
Adherence to implementation schedule n.a 2.0
Performance of Consultants or Technical Assistance n.a --
Performance of Contractors n.a 2.0
Performance of Project Management n.a 2.0
E. IMPACT ON DEVELOPMENT
Likelihood of achieving development Objectives n.a 2.0
Likelihood that benefits will be realized and sustained beyond the investment stage | n.a 2.0
of the project
Likely contribution of the project towards an increase in Institutional Capacity n.a 2.0
Current Rate of Return n.a --
F. OVERALL ASSESSMENT

1.At Present n.a 2.13

2.Trend Over Time n.a 2.14
Code:

3 = Highly satisfactory

2 = Satisfactory Occasional Problems. Bank should monitor

1 = Unsatisfactory. Problems. Bank should monitor closely, but no immediate
action is required

0 = Highly unsatisfactory. Serious problems. Action required

‘n.a ‘ = Non applicable




Rural Microfinance Support Project

PERFORMANCE INDICATORS

Indicators previous | this
CPRR CPRR
A. COMPLIANCE WITH LOAN CONDITIONS
Compliance with loan conditions precedent to entry into force n.a 2.4
Compliance with General Conditions n.a 2.4
Compliance with Other Conditions n.a 1.6
B. PROCUREMENT PERFORMANCE
Procurement of Consultancy Services n.a 2.0
Procurement of Goods and Works n.a 2.0
C. FINANCIAL PERFORMANCE
Availability of Foreign Exchange n.a 2.4
Availability of Local Currency n.a 2.4
Disbursement Flows n.a 1.8
Cost Management n.a 24
Performance of Co-Financiers n.a --
D. ACTIVITIES AND WORKS
Adherence to implementation schedule n.a 1.8
Performance of Consultants or Technical Assistance n.a 2.2
Performance of Contractors n.a 1.6
Performance of Project Management n.a 2.4
E. IMPACT ON DEVELOPMENT
Likelihood of achieving development Objectives n.a 2.4
Likelihood that benefits will be realized and sustained beyond the investment stage | n.a 2.4
of the project
Likely contribution of the project towards an increase in Institutional Capacity n.a 2.4
Current Rate of Return n.a --
F. OVERALL ASSESSMENT
1.At Present n.a 2.2
2.Trend Over Time n.a 2.2
Code:

3 = Highly satisfactory

2 = Satisfactory Occasional Problems. Bank should Monitor

1 = Unsatisfactory. Problems. Bank should monitor closely, but no immediate
action is required

0 = Highly unsatisfactory. Serious problems. Action required

‘n.a ‘ = Non applicable




Support to the ESIP (Education 11 Project)

PERFORMANCE INDICATORS

Indicators previous | this
CPRR CPRR
A. COMPLIANCE WITH LOAN CONDITIONS
Compliance with loan conditions precedent to entry into force n.a 2.0
Compliance with General Conditions n.a 2.0
Compliance with Other Conditions n.a 2.0
B. PROCUREMENT PERFORMANCE
Procurement of Consultancy Services n.a 1.8
Procurement of Goods and Works n.a 1.8
C. FINANCIAL PERFORMANCE
Availability of Foreign Exchange n.a 2.8
Availability of Local Currency n.a 1.8
Disbursement Flows n.a 1.4
Cost Management n.a 2.0
Performance of Co-Financiers n.a 0.0
D. ACTIVITIES AND WORKS
Adherence to implementation schedule n.a 2.0
Performance of Consultants or Technical Assistance n.a 2.0
Performance of Contractors n.a 2.0
Performance of Project Management n.a 2.2
E. IMPACT ON DEVELOPMENT
Likelihood of achieving development Objectives n.a 2.8
Likelihood that benefits will be realized and sustained beyond the investment stage | n.a 2.4
of the project
Likely contribution of the project towards an increase in Institutional Capacity n.a 3.0
Current Rate of Return n.a 2.0
F. OVERALL ASSESSMENT
1.At Present n.a 2.00
2.Trend Over Time n.a 2.10
Code:

3 = Highly satisfactory

2 = Satisfactory Occasional Problems. Bank should monitor

1 = Unsatisfactory. Problems. Bank should monitor closely, but no immediate
action is required

0 = Highly unsatisfactory. Serious problems. Action required

‘n.a ‘ = Non applicable




Institutional Support Project For Good Governance

PERFORMANCE INDICATORS

Indicators previous | this
CPRR CPRR
A. COMPLIANCE WITH LOAN CONDITIONS
Compliance with loan conditions precedent to entry into force n.a 2.0
Compliance with General Conditions n.a 2.0
Compliance with Other Conditions n.a 2.0
B. PROCUREMENT PERFORMANCE
Procurement of Consultancy Services n.a 2.0
Procurement of Goods and Works n.a 2.0
C. FINANCIAL PERFORMANCE
Availability of Foreign Exchange n.a 2.0
Availability of Local Currency n.a 1.0
Disbursement Flows n.a 1.0
Cost Management n.a 1.0
Performance of Co-Financiers n.a 1.0
D. ACTIVITIES AND WORKS
Adherence to implementation schedule n.a 2.0
Performance of Consultants or Technical Assistance n.a 2.0
Performance of Contractors n.a --
Performance of Project Management n.a 2.0
E. IMPACT ON DEVELOPMENT
Likelihood of achieving development Objectives n.a 3.0
Likelihood that benefits will be realized and sustained beyond the investment stage | n.a 2.0
of the project
Likely contribution of the project towards an increase in Institutional Capacity n.a 1.0
Current Rate of Return n.a
F. OVERALL ASSESSMENT
1.At Present n.a 1.84
2. Trend Over Time n.a 1.75
Code:

3 = Highly satisfactory

2 = Satisfactory Occasional Problems. Bank should Monitor

1 = Unsatisfactory. Problems. Bank should monitor closely, but no immediate
action is required

0 = Highly unsatisfactory. Serious problems. Action required

‘n.a ‘ = Non applicable




Annex 4

Page 1 of 2
Matrix of Common Problems

PROBLEMS

Untimely and inadequate Government counterpart contribution X | x X | x

Inadequate vehicles for project use

Harmonization of the activities of the NAADS Programme and some project
activities X X

Procurement Delays caused by the Bank X X

Procurement Delays caused by the Executing Agency X X X

Dealing with 3 co-financiers each with its own procurement guidelines X

Limited knowledge of AfDB’s procurement procedures by PIU staff X | x | x X

Delayed Recruitment of PIU technical staff X

1: North West Smallholder Agricultural Development Project 2:Area Based Agricultural Modernization Programme  3:Fisheries Development Project 4:National
Livestock Productivity Improvement Project 5: Farm Income Enhancement and Forest Conservation Project 6: Small Towns Water Supply and Sanitation Project
7: Rural Water Supply and Sanitation Programme 8:Rural Microfinance Support Project 9: Support to ESIP (Education Il Project) 10: Institutional Support Project
for Good Governance 11:Mineral Resources Management & Capacity Building Project



PROBLEMS 1] 2| 3] 4|5 6] 7] 8] 9]10|11
Physical Location of PIU away from project area X

Unclear operational role of UGFO X

Untimely submission of QPRs X | x [ x | x

Failure of the Bank to undertake MTR X X

Inadequate or slow staffing of PIUs by GoU X X | X X | X | X
Districts/participating agencies delayed accountability problem X X X

Project cost escalations after appraisal and board approval X | x| x| X X

Low morale among PIU staff due to uneven remuneration in spite of additional responsibilities X X
Delays due to transfer of project accounts from commercial banks to the Bank of Uganda X
Disbursement delays caused by the Bank X X X | X
Delayed or non-release of VAT by GoU X

Deduction and remittance of statutory PAYE and NSSF X
Compliance with the Bank’s Rules of Origin on procurement X

1: North West Smallholder Agricultural Development Project 2:Area Based Agricultural Modernization Programme  3:Fisheries Development Project 4:National Livestock Productivity
Improvement Project 5: Farm Income Enhancement and Forest Conservation Project 6: Small Towns Water Supply and Sanitation Project 7: Rural Water Supply and Sanitation
Programme 8:Rural Microfinance Support Project 9:Support to ESIP (Education Il Project) 10: Institutional Support Project for Good Governance 11:Mineral Resources Management &
Capacity Building Project



Matrix of Cross Cutting Issues

Annex 5

Cross-Cutting Issue 2 3 4 5 6 7 9 10 |11
Poverty Reduction X X X X X X X | X | X
Gender X X X X X X X | X
Governance X
Environment X X X | X |X X X
Regional Integration X X X
HIV/AIDS X X
Population X

1: North West Smallholder Agricultural Development Project 2:Area Based Agricultural Modernization Programme  3:Fisheries Development
Project 4:National Livestock Productivity Improvement Project 5: Farm Income Enhancement and Forest Conservation Project 6: Small Towns
Water Supply and Sanitation Project 7: Rural Water Supply and Sanitation Programme 8:Rural Microfinance Support Project 9: Support to ESIP
(Education Il Project) 10: Institutional Support Project for Good Governance 11: Mineral Resources Management & Capacity Building Project



Summary of Specific Actions Required on On-going Projects

Annex 6

Name of Project Apg;g;/al Major Issues Actions Taken or to be Taken Dated actions to be Taken
AGRICULTURE
1. Northwest Smallholder 15/12/99 1. The Executing Agency should speed up the 1. Bid documents for the DFIs are being reviewed by 1. MAAIF will submit the draft procurement
Agricultural Development Project procurement process for the rehabilitation of 2 the Executing Agency, while those for the documents to the Bank by 30 November. A Bid
District Farm Institutes and 22 agricultural rehabilitation of markets have been advertised. evaluation report for construction of 22 markets will
markets. be submitted to the Bank by 31 December 2006.
2. Area-based Agricultural 13/09/00 | 1. The Bank has approved the rehabilitation of 1. The Bank has approved a short list of firms and a 1. The MoLG will, on 31 December 2006, submit to
Modernisation Project 400 km of additional roads using ADF loan RFP has been sent to short-listed firms. the Bank, a detailed bid evaluation report for review
savings, and the deadline for final disbursement and approval.
been extended to 30 June 2008. The Executing
Agency should speed up the procurement
process for design, supervision and
implementation of these additional works.
3. Fisheries Development Project 12/06/02 | 1. Recruitment of consultants to prepare the 1. GoU has received proposals from short-listed firms 1. MAAIF will submit the Bid evaluation report to
Government’s mid term review report. The and their evaluation should be speeded up. the Bank for its review by 15 Dec 2006; the contract
Executing Agency’s draft Terms of Reference is expected to be signed by 30 December 2006.
(ToR) have been reviewed by the Bank and
comments submitted to the Government. The
consultancy is expected to commence in January
2006.
2. Recruitment of the Fisheries Nutrition Expert. | 2. MAAIF has submitted a revised LOI to the Bank for | 2. The Bank should approve the LOI by 30
Requests for expressions of interest closed by | review and approval. November 2006, while MAAIF should submit the
mid May 2006 and this long delayed task is to be bid evaluation report by 30 January 2007.
completed by July 2006.
3. Harmonization of the activities of the NAADS | 3. A proposal to be discussed with the NAADS has 3. Results of the MAAIF/NAADS discussions will
Programme and some project activities. been developed. MAAIF will discuss the proposal and | be communicated to the Bank by December 2006.
submit an agreed version to the Bank for review. Implementation of the harmonised activities should
commence by February 2006.
4. National Livestock Productivity 04/12/02 1. There is need to change the procurement mode | 1. MAAIF should prepare a sound justification and 1. The Bank should provide its feedback not later
Improvement Project for restocking animals from National request to the Bank for its review. than 31 December 2006.
Competitive Bidding, to pre-qualified contract
suppliers.
5. Farm Income Enhancement and 29/09/04 1. Recruitment of PCU staff. 1. The envisaged positions have been advertised and 1. The Executing Agency will submit an evaluation
Forest Conservation Project responses received. report of the recruitment process to the Bank by 30
November 2006.
TRANSPORT
1. Central Uganda Road 13/10/00 1. Final construction reports for Lots 1 and 2 1. Final construction report is under preparation. 1 & 2 actions are expected to be completed by 31




Name of Project Apg;;)eval Major Issues Actions Taken or to be Taken Dated actions to be Taken
Maintenance and Upgrading Project have not been submitted by RAFU. UGFO is following up with RAFU. December 2006.
2. Bi-annual traffic count report has not been 2. National traffic counts including those of the project | This an on-going action. The next report is expected
submitted by MoWHC. roads areas being done by MoHWC. in January 2007.
2. Road Sector Support Project 1 27/04/05 1. Evaluation of tenders for the Kabale-Kisoro 1.1 A board paper for supplementary loan of UA 32.95 | 1 Supplementary loan approved on 20 December
road encountered difficulties. Lowest bid price million was presented to the board and approved on 20 | 2006.
was way above the approved budget. December 2006. Signing of the loan is expected by end
January 2007 in Tunis.
2. Compensation of people affected by project 1.2. Negotiations were successfully held with lowest 2. Cadastral survey expected to be embarked on in
has not been initiated thus delaying start of bidder, SBI International, on 10 January 2006. Minutes | February 2007 by Mott Macdonald.
project. were sent to the contracts committee for approval and
submission thereafter to the Bank.
1.3. Supervision consultancy Agreement was signed
.with Mott Macdonald on 8 January 2007 and sent to
the Bank for processing.
2. GoU’s 2006/7 budget provided UGX 4.5 billion for
compensation of people affected by the project.
WATER AND SANITATION
1. Small Towns Water Supply and 24/11/04 | 1. Slow progress in the civil works executed | 1. The Executing Agency should ensure that the | 1. The Executing Agency is awaiting final version of

Sanitation Project compared to the time elapsed. contractors comply with their contractual obligations

and complete the works within the required timeframe.

the revised work plan to complete the works within
the remaining time, and according to respective
contracts.

2. Delayed evaluation of bids for construction of
school sanitation facilities.

2. Evaluation reports prepared by the Executing
Agency.

2. Evaluation Reports to be cleared by Executing
Agency’s Contracts Committee by early December
2006.

3. MWE should finalise the evaluation and forward
the report to the Bank by 31 December 2006. In
addition, MWE should ensure that all sites selected
for waste disposal comply with the requirements of
NEMA. The PIU and Town councils should comply
with the requirement of NEMA by proposing
alternate sites acceptable to NEMA.

3. Delayed procurement of solid waste
management equipment.

3. Evaluation reports ready to be cleared by Executing
Agency’s contracts committee.

4. Need for timely submission of the audited
project accounts for the FY ended 30 June 2006.

4. Audit on-going. 4. The Executing Agency to submit the audited
project accounts for 2005/6, together with the
management letter, not later than 31 December 2006.
5.Timely fulfilment of other conditions. 5. The Executing Agency to provide evidence of
executing management contracts between water
authorities and private operators by Dec 2006.

Evidence to reach the Bank before 28 Feb 2007.




Name of Project

Approval
Date

Major Issues

Actions Taken or to be Taken

Dated actions to be Taken

2. Rural Water Supply and
Sanitation Programme

19/12/05

6. Inadequate and unpredictable GoU counterpart
contribution.

1. Delay by GoU in submitting evidence of
satisfactory achievement of the annual rural
water supply and sanitation sector performance
targets of PEAP as indicated in pillar 5 and the
fulfilment of the undertakings of the grant for the
Bank to release the second tranche.

2. In line with Article 15 of the Agreement
establishing the ADF, GoU should provide
annually evidence of procurement of goods,
works and services from the ADB Group
member countries, for the amount of the grant
disbursed in the precedent year. Since ADF
disbursements are being made into a common
pool, the Poverty Action Fund, it is difficult to
ascertain that the use of ADF funds conforms to
the rules of origin requirement on procurement
per the Agreement establishing the ADF.

6. GOU should release counterpart funds and resolve
the VAT issue on the contracts, in addition to settling
outstanding balances to the contractors. GoU should
also submit a report on the status of its contribution,
including the balance owed. UGFO, in September 2006
released a pointed letter to MoFPED drawing GoU’s
attention to its obligations vis a vis provision of

counterpart funding to ADF-supported operations.

1. UGFO has followed up with MWE and obtained

most the documents required.

2. Both Bank supervision/follow

having been raised by the Government as well.

up missions
undertaken in 2006 are fully aware of this matter,

6. During the September 2006 joint sector review of
the water and sanitation sector, and the Bank’s
supervision of even date, UGFO raised the matter at
a side meeting with the Government. GoU promised
to promptly look into the matter. DWD management
has requested the PIU to prepare the outstanding
commitments to the project for possible releases of
the counterpart payments by MoFPED in the
January-March 2007 quarter. The PIU has compiled
the outstanding balances.

1. DWD has promised to submit the remaining
documentation by January 2007.

2. The prevailing challenge may only be addressed
through an amendment to the procurement related
requirement of Article 15. The Bank has prepared a
note for consideration by the ADF deputies when
they meet in December 2006 and the outcome of the
deputies meeting should be awaited.

SOCIAL

1. Rural Microfinance Support
Project

24/11/99

1. Uncertainty arising from the proposed change
in the government strategy of credit delivery
whereby all Government credit programmes
would be delivered through the Government
owned Post Bank Uganda.

2. Lack of operational and credit funds arising
from the delay in the Government’s release of
counterpart funding.

1. MSCL management continues to be engaged in
discussions on the subject.

2. Efforts are being made to ensure that GoU fulfils its
obligations on time to ensure smooth running of the
RMSP and the company as a whole.

1. MSCL, however, awaits government’s final
decision following outcomes of on-going dialogue.

2. This constraint and its proposed solution are not
realistic considering that GoU has over subscribed to
the project beyond its original cost estimates.




Name of Project Apg;;)eval Major Issues Actions Taken or to be Taken Dated actions to be Taken
3. Education Il (Support to ESIP) 21/12/00 1. The project experiences difficulty in working | 1. OSHD has been informed including via the latest | 1. Action is awaited from OSHD
within its budget, especially as regards | project QPR. A response is, however, to be predicated
monitoring and evaluation because the per diem | upon the government’s proposals on the way forward.
rates were increased effective July 2005 and fuel
prices have been increasing.
2. Processing of a number recent disbursement | 2. Consultations are on-going within the Bank between | 2. It is expected that the problem will be resolved by
applications by the Bank continues to be held up | OSHD, GECL and FFCO with a view to facilitating the | 31 December 2006.
due to the need to fully reconcile previous | processing of the outstanding disbursement requests.
disbursements by FFCO that were erroneously
made from the loan instead of the grant.
3. Education 111 (UPPETP) 19/12/05 | 1. The project faces no major portfolio 1. The Bank should supervise it in the last quarter of
challenges since it was launched and became 2006.
disbursement effective in September 2006.
MULTI-SECTOR
1. Institutional Support Project for 17/11/04 | 1. Coordinators (on GoU payroll) handle project | 1. This matter was discussed during the project
Good Governance work above their normal duties. The PIU supervision mission and the Bank responded indicating
proposes that component managers be provided its non-concurrence with the suggestion.
with a coordination allowance.
2. PIU staff do not benefit from Social Security | 2. UGFO formally addressed the issue to OSGE/FFCO | 2. Action dates moved to early January 2007.
because GoU does not provide the employer’s | and still awaits guidance on the way forward.
10% contribution (employees would contribute
5%). In addition, PIU salaries are reduced by
30% in the form of Pay As You Earn (PAYE).
PIU proposes that their salaries be adjusted
moderately and the Bank to make the PIUs
Social Security contribution of 10% and for the
PAYE to be deducted at source.
INDUSTRY & MINING
1. Sustainable Mineral Resources 22/09/04 1. Significant delays experienced in the 1. Full time PIU headed by Assistant Commissioner, 1. Action taken.

Management and Capacity Building
Project

implementation of project components.

2. Slow response from some co-financiers on
processing requests for “no objections”.

Mines as coordinator in place in July 2006. PSC
appointed and headed by Director, Budget, MOFPED.
2. Contracts committee’s working methods revised for
expeditious approval of project contracts.

3. PIU to interact more with co-financiers in Uganda.
4. ADB disbursed US$ 1million for the air survey
component. Survey in progress and to take 18 months.
5. Co-financiers” meeting held with WB and NTF; to
hold frequent meetings with PIU to enhance
implementation.

2. Action taken.

3. Action taken
4. Ongoing.

5. Ongoing.




Frequency of Bank Field and Desk Supervision Missions

North West Smallholder Agricultural Development Project

Mission/Monitoring Activity Start Date End Date
Field Supervision 24/11/2001 08/12/2001
Field Supervision 17/11/2002 22/11/2002
Field Supervision 27/09/2003 08/10/2003
Field Supervision 15/09/2004 30/09/2004
Mid Term Review 10/01/2005 28/01/2005
Sector Portfolio Improvement Plan 30/10/2005 11/11/2005
Field Supervision 04/06/2006 16/06/2006
Area Based Agricultural Modernization Programme
Field Supervision 31/01/2005 10/02/2005
Sector Portfolio Improvement Plan 30/10/2005 11/11/2005
Field Supervision 08/05/2006 17/05/2006
Fisheries Development Project
Field Supervision 10/09/2003 19/09/2003
Field Supervision 07/06/2004 15/06/2004
Field Supervision 31/01/2005 12/02/2005
Sector Portfolio Improvement Plan 30/10/2005 11/11/2005
Field Supervision 27/03/2006 07/04/2006
Field Supervision 21/08/2006 24/08/2006
National Livestock Productivity Improvement Project
Field Supervision 13/06/2005 24/06/2005
Sector Portfolio Improvement Plan 30/10/2005 11/11/2005
Desk Supervision 05/10/2006 05/10/2006
Field Supervision 21/11/2006 29/11/2006
Farm Income Enhancement and Forest Conservation Project
Launching 14/08/2006 | 18/08/2006
Small Towns Water Supply and Sanitation Project
Field Supervision 20/03/2006 03/04/2006
Field Supervision 18/09/2006 29/09/2006
Rural water Supply and Sanitation Programme
Field Supervision 18/09/2006 | 29/09/2006
Rural Microfinance Support Project
Field Supervision 08/10/2001 24/10/2001
Field Supervision 09/03/2002 16/03/2002
Field Supervision 26/10/2002 13/11/2002
Field Supervision 17/03/2003 29/03/2003
Field Supervision 21/09/2003 26/09/2003
Field Supervision 17/05/2004 02/06/2004
Field Supervision 06/12/2004 17/12/2004
Desk Supervision 13/03/2005 13/03/2005
Desk Supervision 30/08/2005 30/08/2005
Mid Term Review 19/09/2005 08/10/2005
Support to ESIP (Education 1)
Field Supervision 15/04/2002 26/04/2002
Field Supervision 11/06/2003 20/06/2003
Field Supervision 24/09/2004 25/09/2004
Field Supervision 15/02/2005 28/02/2005
Field Supervision 10/09/2006 22/09/2006
Mid Term Review 09/04/2004 22/04/2004
Mineral Resources Management and Capacity Building Project
Field Supervision 25/07/2005 29/07/2005
Field Supervision 26/06/2006 30/06/2006
Institutional Support For Good Governance
Field Supervision 23/08/2006 28/08/2006

Annex 7



Action Plan to Improve the Performance of the Portfolio

Annex 8

ISSUE/CONSTRAINT

STRATEGY & MEASURE

RESPONSIBLE PARTY

TIMING/STATUS

1. AFDB/GoU procurement i. Recruit project procurement specialist GoU (EA & PIUs)/AfDB At start of project
rocessing bottlenecks — — - -
P g ii. Carry out Training Needs Assessments (TNA) and train GOU/AFDB Continuous
personnel involved in the procurement process (national and
district level managers, Procurement Disposal Units —
[PDUs], etc). Promote the preparation, utilization of
procurement plans, use of project implementation manuals,
regular meetings, study tours and familiarization visits to
TRA, Tunis.
iii. Deliberate Government efforts to develop procurementas | GOU Continuous
a profession.
iv. Regular review and consideration for flexibility in the GOU/AFDB Continuous
choice of procurement methods.
v. Introduce alternative methods of procurement GOU/AFDB At appraisal and MTR
vi. Increase in UGFO’s threshold for procurement approvals | AFDB FY 2006/07
to at least UA 200,000.
vii. Equip PDUs with essential facilities -- GOU/AFDB Continuous
Photocopier, Computer, vehicles, etc to enhance their
performance.
2. Dishursement processing i. Effective mentoring of staff of PIUs in disbursement AFDB/ PIUs Continuous
bottlenecks procedures.
ii. Timely preparation of disbursement applications in close EAs/AFDB (UGFO) Continuous
consultation with UGFO; pre-screening and advance
transmission of signed/scanned electronic copies to FFCO.
iii. Expeditious handling (5 working days) of disbursement MoFPED Continuous
requests.
iv. Expeditious handling (10 calendar days) of disbursement | AFDB Continuous
requests in Tunis.
3. Delayed/inadequate i. Sensitization, training and public relations. PIU Continuous




ISSUE/CONSTRAINT

STRATEGY & MEASURE

RESPONSIBLE PARTY

TIMING/STATUS

accountability for project funds by ii. Strengthen financial and physical monitoring and PIU Continuous
some Districts EAs supervision.
iii. Provide incentives for timely accountability and penalties | PIU Continuous
for delayed accountability.
Publish a list of compliant and non-compliant entities.
4. Irregular and inadequate GoU i. GoU to honour their loan obligations. GOU/AFDB FY 06/07
counterpart funding for project — - - - - —
unterpart funding for projects ii. Negotiate for inclusion of crucial activities into AFDB GOU/AFDB FY 07/08
loan/grant financing.
iii. Include more projects in Poverty Action Fund (PAF) GOouU FY 07/08
protected category.
iv. Proper annual estimation of GOU in-kind and in-cash GOU/PIUs Continuous
contribution (compensation for land and other affected
property, VAT and withholding taxes, office space, utilities,
seconded staff remuneration, project vehicles and their
operation and maintenance).
v. AfDB reminder to MoFPED for GoU to honour their AFDB Continuous
pledge.
vi. Open and use operational accounts for counterpart funds. | AFDB/GOU Continuous
5. Delayed implementation of some | i. Re-allocation of some credit funds into other viable GOU/AFDB FY 2006/07
credit components of agriculture components.
and rural development operations — - - ——
due to design, policy and ii. Consistent and clear policy on microfinance. GOoU FY 2006/07
institutional reasons iii. Consider converting the credit fund into grants for the GOU/AFDB FY 2006/07
rural poor.
6. Creation of new Districts by GoU | i. New districts should automatically be brought on board and | GOU/AFDB FY 2007/08
after projects have been appraised the co-ordination costs shared proportionally.
and costed
7. Inadequate structure of some i. Strengthen PIUs/PMUs by recruitment of needed staff ona | GOU/AFDB Annually

PIUs/PMUs and slow recruitment
of staff

case by case basis.

ii. Advance identification of potential staff to constitute
PIUs/PMUs.

iii. Annual review of existing PIU/PMU structures.




ISSUE/CONSTRAINT

STRATEGY & MEASURE

RESPONSIBLE PARTY

TIMING/STATUS

8. Low morale of seconded GoU i) Promote activity based remuneration on a case by case | GOU FY 2007/08
officials to projects due to lack of basis per Public Service Regulations.
commensurate remuneration for the
additional assignments
9. Changes in the project i. Minimize the time between project design, approval, start- | GOU/AFDB Continuous
environment affecting progress of up and implementation.
project implementation ii. Parliamentary ratification before signature of loan

agreements.

iii. Regular project reviews to refocus priority areas.

iv. Regular review of project cost tables and List of Goods

and Services (LOGS)

v. Build in mechanisms to manage emergencies, e.g., disease

outbreak, energy crises.
10. Inadequate funds to pay taxes i. Exempt projects from paying VAT (works). GOU FY 2006/07
forgoods and services ii. Remove projects from list of entities paying withholding

tax.
11. Inadequate project management | i. Continuously mentor project staff at PIUs and lower AFDB /GOU Continuous/ as need arises
skills implementing levels.

ii. Undertake TNA.

iii. Establish a dedicated P1U at MAAIF comprising

specialised experts to be responsible for executing ADF

supported agricultural operations.

iv. Provide requisite budget for capacity building.
12. Inadequate and ineffective i. Provide adequate budget for M&E AFDB/GOU Continuous/ as need arises

M&E

ii. Enforce the preparation of annual monitoring plans.

iii. Provide for M&E staff in PIUs and lower levels of
implementation.

iv. Build capacities of M&E staff.




