THE REPUBLIC OF UGANDA

IN THE MATTER OF THE CONSTITUTION OF THE REPUBLIC OF UGANDA
AND THE LOCAL GOVERNMENTS ACT CAP 243

CONDITIONAL GRANT UTILIZATION AGREEMENT UNDER PROGRAMMES OF

OF MANUFACTURING, AGRO INDUSTRIALIZATION, PRIVATE SECTOR
DEVELOPMENT AND TOURISM DEVELOPMENT

FOR FINANCIAL YEAR 2024 /2025
BETWEEN
THE MINISTRY OF TRADE, INDUSTRY AND COOPERATIVES
AND
THE LOCAL GOVERNMENTS

THIS Agreement is made this 6" day of September, 2023 between the Ministry
of Trade, Industry and Cooperatives (MoTIC) of P.O. Box 7103, Kampala , the
Kampala (hereinafter referred to as the “First Party” Jof the one part and which
expression where the context so permits shall include its assignees,
representatives and anyone acting under its authority, and the Loeal
Governments (LGs) represented by Uganda Local Government Negotiation and
Advocacy Team (UNAT) of ¢/o P.O. Box 23120 or P. O. Box 23092 Kampala
(hereinafter referred to as the “Second Party”) of the other part and where the
context so permits shall include its assignees, representatives and any one acting
under its authority. For purpose of this Agreement, the two shall be jointly
referred to as “the Parties”,

PREAMBLE:

Article 193(3) of the Constitution of the Republic of Uganda and Section 83(3) of
the Local Governments Act Cap 243 provide “Conditional grants shall consist of
monies given to Local Governments to finance programmes agreed upon between
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the Government and Local Governments; and shall be expended only for purposes
for which it was made in accordance with the conditions agreed upon”. The above
provision requires negotiations on programs and the expenditure of the
conditional grants in accordance with the conditions agreed upon and this
necessitates for the Local Governments to interface with the Program ministries
{Government) to agree upon the conditions.

Pursuant to the above, the Uganda Local Governments Association and Urban
Authorities Association of Uganda, acting on behalf of the Local Governments,
established the Uganda Local Governments Negotiation and Advocacy Team
(UNAT) in 2004 with an aim of representing them and negotiating on their behalf,
with the line ministries, the conditions for Conditional Grants utilization.

The negotiations are organized and chaired by the Local Government Finance
Commission, and witnessed by Ministry of Local Government, Ministry of Finance,
Planning and Economic Development, Ministry of Public Service, Office of the
Prime Minister , the National Planning Authority, the Equal Opportunities
Commission ( EOC), and selected Civil Society Organizations (CSOs}.

WHEREAS;

1. The Ministries of Trade, Industry, and Cooperatives and their Constituents,
departments and agencies has the statutory responsibility for line ministry
policy, settings standards planning, inspection, support supervision,
monitoring, capacity building, regulation, coordination, mentoring, and
provision of technical guidance to Local Governments in the implementation
of programmes.

2. The Local Governments arc the implementers of Government programmes
within their locality and jurisdiction in accordance with the Constitution of
the Republic of Uganda and the Local Governments Act (Cap 243).

3. Both parties have a common objective of implementing agreed upon
conditions for expenditure of the Conditional Grants.

NOW THEREFORE, having deliberated, do hereby agree to work together towards
achieving the above common goal and in so doing, the Parties agree to be bound
by the terms and conditions as stipulated here below.

Agreement

1. The Agreement shall come into effect on the date of last endorsement of
signature to this agreement and shall run during budget formulation and
implementation for Financial Year 2024 /2025,

2. Modification of the terms and conditions of this Agreement shall only be
made by written and signed Agreement between the Parties hereto.

3. None of the parties to this agreement shall be held liable on any of their
obligations herein if owing to an occurrence or event beyond their control or
reasonable foresight and without negligence on their part, execution of this
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Agreement has been rendered impossible. In such circumstances, the parties
shall mutually agree on the appropriate way forward.

4. Failure to implement any of the provisions of this Agreement by any of the
parties shall be communicated to the affected party by the defaulting party
within two (2) months from the date of failure to implement. The notification
shall clearly state the reasons for failure and shall be delivered at the duly
appointed and known address of the Local Government Finance Commission,
with copies to Uganda Local Governments Association (ULGA), Urban
Authorities Association of Uganda (UAAU), Ministry of Local Government,
Ministry of Trade, Industry and Cooperatives, National Planning Authority,
Office of the Prime Minister and Ministry of Public Service.

PURPOSE

The purpose of this agreement is to define the programs and the conditions for
the expenditure of the conditional grants for the Financial Year 2024 /2025 in the
Manufacturing, Agro-industrialization, Private Sector development and Tourism
Development programmes.

Mid-term Review (MTR)

The Parties shall have a mid-term review in May 2024 to discuss the progress of
implementation, highlight challenges faced, and make recommendations to
improve performance. This review shall be organized with the following framework:

1) There shall be a Joint Technical Committee (JTC) comprising of Fourteen (14)
members drawn in the following ratios;

a) Local Governments Finance Commission (LGFC): 2

b) Uganda Local Governments Association: 2

¢) Urban Authorities Association of Uganda: 2

d) Ministry of Trade, Industry and Cooperatives: 2

¢) Office of the Prime Minister: 1

f) Ministry of Finance Planning and Economic Development: 1
g) Ministry of Local Government: 1

h) Ministry of Public Service: 1

i) National Planning Authority: 1

J) Equal Opportunitics Commission: 1

2) The Local Government Finance Commission shall be the Chair and Secretariat
of the Joint Technical Committee.

3) The JTC shall sit once a year at a time and place determined and
communicated by the Local Government Finance Commission,

4) The Joint Technical Commjttee shall execute the following tasks:
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a. Oversee implementation of the agreements and monitor the progress of
either party;

b. Ensure that the Agreements are disseminated to all stakeholders;

¢. Conduct a mid-term review of the implementation process so as to obtain
feedback and disseminate it to the partics;

d. Identify the non-complying parties and make recommendations to MoFPED,
and Office of the Prime Minister and MoLG for appropriate sanction; and

e. Handle any other upcoming issues.

5) The JTC shall report to the respective Policy Organs of their Institutions.

Implementation of the NDP III

This engagement has taken place when the planning and Budgeting has transited
from the Sector to Programme approach to planning and budgeting under the
NDP IIL

GENERAL OBLIGATIONS OF THE PARTIES

The Parties shall perform the services and carry out their obligations with all due
diligence, efficiency, and economy.

Obligations of the Local Governments
Local Governments shall:

a. Through their Constituent organizations (ULGA and UAAU) disseminate the
agreements to their members;

b. Implement the agreed obligations in accordance with this agreement and the
guidelines issued by the MoTIC;

c. Ensure timely response to issues raised by the line Ministry;

d. Provide timely and accurate data on their plans, achievements and status on

programme implementation to the MoTIC;

Adhere to the line/Grant Utilization Guidelines issued by the Ministry;

Ensure timely submission of Monitoring and Inspection reports to the MoTIC

and;

g. Ensure timely submission of the quarterly performance reports.

)

Obligations of the Ministry of Trade, Industry, and Cooperatives.
The Ministry shall:

a. Prepare and disseminate the final grant utilization guidelines for (FY
2024 /2025) based on agreed programs and projects to LGs through circulars
addressed to the Chief Administrative Officers/ Town Clerks and copied to the
District Chairpersons, District Speakers and Mayors.

b. Include the signed agreement for whe FY 2024/2025 as an annex to its

Ministerial Policy Statement.
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¢. Communicate the issues agreed upon in the negotiations for Local
Governments to implement in their respective Manufacturing, Agro-
industrialization, Private Sector development, and Tourism Development
programmes through circulars addressed to the Chief Administrative Officers/
Town Clerks and copied to the District Chairpersons/ Mayors and Speakers.

d. Ensure timely response to issues raised by the Local Governments, Local
Government Associations and Local Government Finance Commission.

e. Ensure adequate involvement and participation of Local Governments during
its line ministries reviews. LGs should be consulted on composition of their
representatives.

f. Invite and provide a slot to the Local Government Associations (ULGA and
UAAU) to make a presentation on the key issues affecting service delivery in the
Programs Annual Review Meetings under the Ministry.

SPECIFIC OBLIGATIONS OF THE PARTIES

1. Non-wage conditional grant

[t was reported that:

i.  The visibility of MoTIC at Local Governments was dwindling because they
were making dccisions for LGs without ficld-based evidence and without
consulting LGs.

ii. The private sector was very wide and involved Trade Development &
promotion services, Cooperative Mobilization & Outreach Services,
Industrial development services, Market linkage services, Enterprise
Development Services, Tourism Promotion Services and Promotion of Local
Economic Development (LED). This called for a bigger budget than what
was being provided currently ranging between 5m/= and 25m/= for a given
Local Government.

ii. TILED was mandated to play a leading role in providing Business
Development Services and reducing costs of doing business, trade
regulation, and enhance revenues. However, the TILED department was not
sharing on the Trade Licenses collections for the above purpose.

iv. Many Cooperatives had been formed as a result of Wealth Creation
programs like EMYOOGA and development strategies like the PDM.
However, these needed supervision, monitoring nurturing etc and yet there
was no budget allocated to cater for their operationalization. This should
have been taken up by Microfinance support Center at MoFPED since it
falls under their mandate.

v. Commercial Officers were mandated to lead in business assessments and
issuing of Trading Licenses in accordance with the Trade Licensing Act,
policy, and laws purposely to regulate and ensure formalization of

businesses but arently it was being managed by the Finance
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vi.

vil.

viii.

xi,

X1

xiii.

XV.
Xvi,

Department who only focused on revenue collection. Subsequently, this
had kept the Local Economies in informal state.

The TaxPayers’ Registration Expansion Program (TREP) in urban LGs
{(Municipalities & Cities) was meant to formalize businesses in LGs.
However, the MOUs made between MoLG, URA & URSB expired before the
intended objectives were achieved and there were minimal efforts so far in
place to renew this MOU,

MoTIC had not provided adequate support to build the capacity of staff in
TILED to deliver on their mandate. Commercial Officers are only engaged
mainly during the annual Commercial Officers Networking Conference
which is necessary but not sufficient.

There was inadequate access to information about market linkage services
by various players in the sector.

Some MDAs like UNBS had continued to sideline the Commercial Officers
concerning its mandated activities in LGs and this had affected the growth
of SMEs in LGs.

The approved guidelines for Emyooga had not been disseminated to the LGs
which put the programme at high risk. The Micro Finance Support Centre-
the leading implementing partner had not facilitated the LGs (DCos, CDOs)
in implementation of the programme yet they demand reports.

There was minimum coordination with MoTIC and the Department of LED
in MoLG in institutionalizing and operationalizing the LED model (LED
forums, and technical committees) in LGs for private-Public engagement
and planning. MoTIC had raised their priorities to MOFPED for an increase
in the grant.

MOFPED had allocated some money for monitoring the PDM. These would
be allocated to the Production department and the LG Accounting Officers
would appropriate them accordingly.

MoLG had worked with MOTIC to improve coordination and produce a
compendium of LED standards.

The grading done was for only Cities and was in process of developing the
grading instruments.

There was no Policy to implement Emyooga Programme.

MoFPED had allocated a supplementary budget of 10.6bn in FY 2023/2024
to operationalise programmes under Emyooga.

It was agreed that:

S’V/

a} MoTIC shall increase the Conditional Grant from the current UGX 2.23

bn to 56bn subject to availability of funds, to ensure at least each LG
receives between 20m to 40m per quarter as the budget allocation to
cater for the increasing demand on service delivery.

b) LGs shall plough back some of the local revenue collected from Trade

licensing to TILED for Trade Regulation and institutionalizing LED

model activities in LGs. /\
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€) MoFPED shall allocate UGX 10.6 bn to operationalize Government
~ Programmes under Emyooga and PDM and also a development grant
t) for establishing post-harvest handling, storage and processing

astructures, silos, dryers, warehouses, cold rooms of various scale
(""" and capabilities at parish levels under PDM.

d) MoLG through the PDM Secretariat shall provide guidance to LGs on
the housing of the UGX 10.6 bn PDM funds either at TILED or
Production Department,
€¢) MoTIC and other Government agencies shall improve their
) coordination and Cooperation with LGs.

MoTIC shall facilitate and build the capacity of Commercial Officers
through regular training and orientation of the newly recruited staff,
to enable them deliver on their mandates better in LGs to improve
service delivery.

g8) MoTIC shall utilize the PPDA Act to allow reservations for local
contractors to support the growth of local entrepreneurs.

h) LGs shall facilitate Commercial Officers to mobilize local contractors
to compete for contracts advertised locally as highlighted in their tool
of engagement.

i) The MoFPED shall ensure the guidelines for Emyooga are developed
and shared with the stakeholders for effective implementation of the
programme,

j] MoTIC and MoLG shall coordinate with key stakeholders for better

implementation of LED models in LGs.

2. Staffing Levels
Local Governments reported that there was inadequate staffing levels in the
TILED departments with many LGs having 2-3 staff instead of the 7 required staff
at the district and 5 at the Municipality level. Most LGs did not have substantive
Commercial Officers under TILED due to inadequate wage bill thus many of them
were in acting capacity.

It was further noted that the staffing structures at the Municipality level did not
provide for the position of Senior Commercial Officer which hindered career

growth.

LGs also expressed concern over delays/refusal to promote qualified officers.
Some of the affected LGs include Sironko DLG, Ntungamo MC, Moyo DLG,
Masaka CC, Yumbe DLG, Arua CC, among others,

It was agreed that:
a) LGs shall prioritize filling of the existing staff structure when there
are availed with the wage bill.
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b) MoPs shall provide a wage bill to enable LGs fill the key vacant
positions to enhance the performance of the TILED after the
Government Payroll Audit by the Auditor General is complete.

c) LGs shall promote qualified officers where vacancies exist.

3. Parish Development Model (PDM) Implementation
MoTIC noted that implementation of PDM in LGs was affected by lack of funds for
leaders to implement SACCO activities, inadequate meetings to discuss PDM
SACCO issues, limited business development services for PDM SACCOs,
inadequate agricultural extension services resulting into poor enterprise selection
and profitability, lack of information channels to assess PDM progress, and
inadequate markets for agricultural products among others.

It was agreed that:

a) LGs shall re-orient PDM SACCOs about their roles and responsibilities
as a measure to promote their sustainability.

b) LGs shall organize quarterly special meetings for PDM SACCOs to
review progress, promote transparency and address any gaps arising.

c) LGs shall conduct training in Financial Inclusion System, record
keeping, mindset change, cooperative governance, Cost Benefit
Analysis, financial management, and financial literacy.

d) MoTIC shall deepen provision of agricultural extension services.

e¢) MoLG through the PDM Secretariat shall organize PDM Review
Meetings at Parish, Sub- County, District, Regional and National levels,

f) MoTIC shall establish market infrastructure at Sub- County level.

4. Reporting
MoTIC noted that some LGs did not submit TILED annual and quarterly work
plans as well as quarterly activity reports to MoTIC.

It was agreed that:
a) LGs shall submit annual work plans to MoTIC by December of every
year.
b) LGs shall submit gquarterly activity reports within two weeks after the
end of every quarter.

5. Hard to Reach Areas
It was reported that the allocation of funds for hard-to-reach areas was too small
to make meaningful impact to such LGs. MoTIC noted that it did not have access
to the list of hard-to-reach areas. The concept of hard to reach was not uniformly
understood by stakeholders in LGs.

h\

Page 8 of 13




It was agreed that:

a) MoPS shall avail the list of hard-to-reach areas to the MoTIC, LG
Associations, and all LGs.

b) MoTIC shall engage MoFPED to increase the grant for Commercial

Services.
c) MoPs shall review the definition of hard to reach to capture stakeholders’

views.

6. Manufacturing
MoTIC reported that there was need for enhanced advocacy and collaboration’
between industries, SMIs and LGs for increased establishment of SMI.

It was necessary for LGs to conduct analysis of the potential of the various value
addition enterprises (raw materials, skills and appropriate technology) for PDM at
the Parish,

LGs were tasked with collecting and profiling manufacturing data (location,
current production capacity and Installed capacity among others), creating
awareness on the policy, regulations, quality standards and linkages to the
relevant MDAs (UNBS, NDA, NEMA etc.)

It was agreed that:

a) LGs shall create an association of industrialists and SMIs.

b) LGs shall allocate incuberance-free land for the establishment of SMis.

¢) LGs shall identify Value addition potential in the respective Parishes.

d) LGs shall compile data for industrial/value addition facilities.

e) LGs shall comply to industrial policy and other regulations related to
industrial development for sustainable industrialization.

f) LGs shall link SMis to relevant MDAs and industrial service providers
{financial institutions, insurance providers, transporters etc).

g) LGs shall sensitize industrialists on quality standards and quality
assurance aspects.

h) LGs shall hold campaigns to identify and build the capacity of local
innovators.

7. Agro-Industrialization

MoTIC noted that there was need for improved implementation of the Agro-
industrialization Program by Training of leaders, managers and members of
Produce and Marketing Cooperatives in various cooperative aspects,
Establishment of an on-line Market Information system at Parish level
integrated/linked to the on-line national trade and market information system,
improved agricultural productivity and profitability, improved agricultural trade
due to bulking, marketing and better negotiated buying and Sustainable
multipurpose cooperatives.
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It was agreed that:
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b)

c)

a) LG departments of TILED and Production shall work together to
improve implementation of the Argo-industrialization programme.

b) LGs shall identify, develop and disseminate a list of Agro-input traders
to farmers.

c) LGs shall co-ordinate sensitization on Agricultural Credit Facility.

d) LGs shall carry out mobilization of farmers to form SACCOs, produce
and marketing Cooperatives.

€) LGs shall establish post-harvest handling, storage and processing
infrastructure including silos, dryers, warchouses, and cold rooms of
various scale and capacities at Parish level.

f) LGs shall ensure marketing of the Agricultural products.

g} LGs shall carry out support supervision and inspection of post-harvest
handling, storage and processing infrastructure.

h) LGs shall train leaders, managers and members of cooperatives in
various cooperative aspects.

8. Private Sector Development

MoTIC noted the need for LGs to :

Compile relevant information on businesses in LGs;

Assess Businesses for trade licensing purposes;

Enforce the circular on loading and offloading fees;

Mobilize and formulate Micro, Small & Medium Enterprises(MSME)
associations, Provide information and reduce licensing and registration times:
Eliminate red-tape and, improve accessibility and data management;
Establish on-line Market Information Systems;

Create forward and backward linkages;

Profile Financial Institutions and other business support providers;

Mobilize key stakeholders and institutionalize both digital and physical
platforms at District and Municipal levels:

Profile local suppliers;

Implement BUBU through PPDA Preference and Reservation Schemes
Regulations for local goods and services;

Train stakeholders in Business Solutions;

Harmonize national laws with LGs ordinances:

Charge fees and levies in line with existing national laws (Trade Licensing Act,
Markets Act etc.);

Provide land for BUBU Centres; and

Organize trade fairs where applicable to enhance the visibility of products
produced by each parish.

LGs reported that the LG Act provides loading and offloading as one of the
fees they may collect, yet this mandate was being contested by MoTIC.

MoTIC explained that Solicitor General had cleared loading and offloading fees
only for taxi park operations.

It was agreed that:

F

a) LGs shall compile business registers.
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b) MOTIC shall streamline the role of the Commercial Officers in
implementation of the Trade Licensing Act,

c) LGs shall issue circulars to LLGs banning charging of offloading and
loading fees except at taxi parks.

d) LGs shall produce ordinances to promote trade.

e) LGs shall simplify licensing and registration.

f) LGs shall institutionalize the LED Model (LED Forum, LED Technical
Committee) for public-private engagement and planning.

g) LGs shall provide Market Linkage Services.

h) LGs shall support the formation of private sector associations.

i) LGs shall Link the private sector to financial institutions.

j) LGs shall increase the consumption of local goods and services (BUBU)
through reservation and preference schemes under public
procurement and adequate display of local products on supermarkets
(S0%) shelf space.

k) LGs shall provide Business Development Services.

1) LGs shall reduce the cost of doing business and harmonize Trade
regulations and promotion with revenue collection.

m)LGs shall organize trade fairs and expos to mainly showcase local
products,

n) LGs shall establish BUBU Centres.

o) LGs shall promote E-commerce.

P) LGs shall identify and establish a list of innovators

q) MoFPED/MoLG shall involve MoTIC in monitoring of UGIFT

programmes.

9. Uganda National Bureau of Standards
Local Governments expressed concern that UNBS was an agency under MoTIC
but the Country had suffered fake agricultural inputs affecting exploration of
markets at International level by both Central and Local governments.

LGs further noted that there were many mushrooming local drinks sold in the
country side under the guise of herbal and/or soft drinks which were fully
approved by National Bureau of Standards. Many of these drinks had lead to an
increase in cancer cases and other related diseases. Members noted the need of
urgent UNBS interventions in controlling and regulating such products which
were being advertised daily.

MoTIC reported that UNBS opened up regional offices to curb some of these cases.
That MOTIC was in the process of drafting a law for setting standards of buying
and marketing of agriculture produce and it was at the principles setting level.

It was agreed that MoTIC shall expedite the enactment the law to regulate
the buying and marketing of Agricultural Produce.

10. SACCO Registration for PDM
LGs reported that there was a low progress in registering SACCOS at LGs. For
instance in Fort portal Ci only 22 out of 50 SACCOs had been registered for
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PDM which was slow progress. There was need,therefore, to know how to fast
track registration of SACCOs as a way of expediting the Financial Inclusion Pillar.
LGs wondered whether there was any deliberate effort by MOTIC to ensure that
the SACCOs were properly created and fully registered.

MoTIC reported that they had set up 19 registration centers across the country
to clectronically register SACCOs,

It was agreed that:

a) MoTIC shall disseminate the requirements of registering SACCOS at
the Ministry level during the Local Governments Budget Regional
Consultative Workshops.

b) MoTIC shall publish the requirement for establishing SACCOs for PDM
by end of second quarter.

c) LGs shall update SACCO information on the PDM system.

d) MoTIC shall fast track the Parish Development Model Information
system.

IN WITNESS, WHEREOF, the appointed representatives of Parties hereto have set
their hands on this Agreement on the day, month and year first above written.

Signed for and On Behalf of Local Governmenw~
Mr. Richard Rwabuhinga ...
Authorized Representative
UNAT
Signed for and on behalf of the Ministry of Tra nduftry and Cooperatives

Mr. Zackey Kalega

Authorized Representative
Ministry of Trade, Industry and Cooperatives
IN WITNESS HEREOF: (Authorized Representatives)

Hon. Isaac Musumba Isanga S MMAGCaan @7 ......
Local Government Finance Com ’ ission
Mr. Paul Okot Okello Fd}-/ .........
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Mr. Joseph Oloo Majanga
Ministry of Finance, Plan
Mr. Bwire Simon

Mr. Dhikusooka Gyaviira

Mr, Ezrah Aineomujuni

Office of the Prime Minister

1=
Ms Nafungo Irene éf*‘/ ....................

Equal Opportunitiés Commission
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