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1.0 INTRODUCTION

The Charter of Fiscal Responsibility is a critical fiscal tool that contributes to
ensuring government spending prudence. It centres on parameters such as
governance, revenue, investment capital, remittances, debt and spending
limits. The manifestations of these parameters guide and inform the design of
the Charter. These inform the government fiscal behaviour that ought to be
held in check.

While by design the Charter makes provisions for fiscal limits, it is enforceable
through the Public Finance Management Act, National Development Plan
and annual national budget. Each buttresses the other and ought to be
enforced in equal measure in a bid to achieve fiscal objectives prescribed in
Section 3(2) of the Public Finance Management Act (Cap 171). These include
revenue sufficiency, public debt sustainability, favourable fiscal balance,
proper management of petroleum revenue, control of fiscal risks, consistency
to the National Development Plan and value for money of public expenditures.

The Charter is only useful if Government is committed fo its implementation and
when utilised by Parliament in the oversight role. Failure to adhere to the
Charter compromises economic stability, creditworthiness and service
delivery.

The views, opinions and alternative propositions made herein are inline with
Section 11(4) of the Administration of Parliament Act (Cap 272) and Rule 55(1)
of the Rules of Procedure of Parliament.

2.0 PERFORMANCE OF THE LAST CHARTER FOR FISCAL RESPONSIBILITY
FY2021/22 - FY2025/26

Parliament is charged with the mandate of ensuring fiscal responsibility. This is
the reason the law particularly the Public Finance Management Act makes
provisions for consideration of deviations and reasons from the Minister
responsible for Finance. Seldomly is this responsibility jealously protected and
executed.

Financial year after the other, Parliament approves national budgets including
supplementary ones that violate set benchmarks in the Charter. For instance,
the Annual Budget of FY2026/27 was approved amidst violations of Charter
benchmarks i.e. fiscal deficit to GDP was above 3% target, debt to GDP was
above 50% target and domestic debt interest payments to total revenues
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exceeded12.5% target!. While Section
performance which among other includes the Charter of Fiscal Responsibility,

Parliament has of late not considered or debated the report.

Table 1: Targets Performance of the Charter of Fiscal Responsibility FY2021/22 -

17 provides for report on fiscal

Overall Fiscal

‘omwm

FY2025/26
No. | Indicator FY2021/22 | FY2022/23 FY2023/24 FY2024/25 | FY2025/26
: Nominal Debtto | CFRTarget 52.70% 53.10% 52.40% 51.20% 49.30%
_GDP 47 4% 46.6%

52.7%

CFR Target -6.40% -5.20% -4.60% -4.20% -3.00%
5 Balance
(Including Grants)
as %ge of GDP Outturn -7.4% -5.5% -4.7% -6.0% -5.9%
Total domestic CFR Target 15.20% 14.60% 14.10% 13.60% 12.50%
3 debt interest
payments to Total
Reven%?s Outturn 19.1% 18.4% 17.5% 22.0% 25.7%
R 559%’ i . o . '
4 Non-oil Revenue | CFR Target 13.80% 14.40% 14.90% 15.40% 15.90%
as %ge of GDP Qutturn 1 13.4% 14.0% 13.6% ‘ 14.0% 14.6%
The growth rate in | Outturn-
recurrent Growth Rate
spending as a of Recurrent
percentage of Spending as
GDP shall not %ge of GDP 0.6% -0.5% 2.0% 0.3%
5 | exceed the
growth rate of OQutturn-
revenue Growth Rate
(excluding oil) as | of Revenue
a percentage of | (excl oil) as
GDP %ge of GDP 0.6% -0.3% 0.4% 0.5%
The ratio of Non- 0.5% and 0.5% and 0.5% and 0.5% and
oil revenue to CFR Target more more 0.5% and more more more
GDP shall grow by
6 | atleast 0.5
percentage
points on an
annual basis Qutturn 0.6% -0.3% 0.4% 0.5%
A maximum of Oil | CFR Target Max 0.8% | Max 0.8% Max 0.8% Max 0.8% | Max 0.8%
revenue worth
7 0.8% of the
preceding year's
estimated non-oail
GDP outturn shall | Outturn 0.0% 0.0% 0.0% 0.1% 0.0%

1 Parliament of Uganda, 2026. Budget Committee Report on the Annual Budget Estimates for

FY2026/27
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No. | Indicator FY2021/22 | FY2022/23 FY2023/24 FY2024/25 | FY2025/26
be transferred to
the Consolidated
Fund for budget
operations
Nominal Publicly | CFR Target ﬁelow 5% | Below 5% Below 5% Below 5% | Below 5%
guaranteed debt
8 | toGDPis
maintained
below 5% Outturn
Fund Fund Fund Fund
9 Establishment of CFR Target Established | Established | Fund Established | Established | Established
Minerals Fund Not Not Not Not
Qutturn Established | Established | Not Established | Established | Established

Source: MoFPED

As noted from the performance of the Charter, almost all targets were missed
save for growth rate for non oil revenue. It is imperative to note that despite
violating the set targets, Pariament did not receive, demand or consider any
deviation report. This points to need for enhanced oversight by Parliament and
its relevant Committees i.e. Committee on Budget as well as Committee on
Finance, Planning and Economic Development.

Concern largely arises out of the escalating stock of public debt that is eroding
resources available for service delivery. Subsequently, the cost of debt
management takes a substantive share of the collected revenue. Forinstance,
as of June 2025, debt service accounted for 36% of domestic revenue and is
projected to increase to 45% by June 20262 Hence, the growing public debt
commits a larger share of future revenue streams and impairs the country’s
ability to respond to eminent economic and fiscal risks such as unstable global
politics, recessions and natural disasters among others.

Recommendation
Given the fact that the missed Charter targets were critical to fiscal prudence,

they ought to be maintained, updated and enhanced with the
recommendations made herein.

2 Ministry of Finance, Planning and Economic Development, 2025. Debt Sustainability Analysis
Report FY2024/25
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3.0 CRITICAL OBSERVATIONS AND RECOMMENDATIONS IN THE PROPOSED
CHARTER FOR FISCAL RESPONSIBILITY FY2026/27 - FY2030/31

3.1 Design of the Charter of Fiscal Responsibility

It is important to note that the past Charter targets were set at a central
government level and not at a decentralised level. This is the prescribed and
preferred level in Section 3(2) of the Public Finance Management Act (Cap
171). As a result, most of the citizenry find it difficult to appreciate and relate.
Aspects such as debt levels, fiscal balance and revenue targets when not
decentralised to relatable levels such as programme and voftes, they seem
ambiguous to a lay man. This compromises citizenry capacity in holding
government accountable.

Secondly, fiscal and monetary aspects cannot be delinked from each other.
Each aoffects the performance of the other. Forinstance, unsustainable growth
in public debt would rise costs of debt service and reduce funds available for
public investment. This would result info reduced scope of service delivery and
widening inequality particularly through provision of employment
opportunities. Hence, it would be prudent to incorporate intertwined fiscal and
monetary aspects without encroaching into the mandate of the Bank of
Uganda. Critical aspects that would be addressed through intertwined fiscal
and monetary rules include employment, governance, corruption and
productivity.

Recommendations
The targets of the Charter of Fiscal Responsibility should to the extent possible
be disaggregated to at least programme level. This would enable tracking of

the contribution of each programme to the Charter targets.

The design of the targets of the Charter of Fiscal Responsibility should
incorporate monetary targets particularly those that address inequality.

3.2 Domestic debt transformation into securities
For the years, Government has sought pseudo debt relief through debt rollover

also known as refinancing. This has led to spiralling of public debt especially
domestic debt and associated debt management costs.
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Of late, Government has continuously adopted the debt monetisation
approach where domestic debt that is due and owed to private sector is
transformed info securities. The trend has also been observed regarding public
domestic debt owed to Bank of Uganda also known as reimbursables or
advances. Recently, debt amounting to UGX 7.779 trilion3 was transformed
info government securities or papers.

The escalating trends of domestic refinancing over the last 3 Charters of Fiscal
responsibility is worrying. It has risen from UGX 4.97 trillion in FY2016/17 (15t CFR)
to UGX 13.96 trillion in FY2026/27 (34 CFR). This franslates to a growth rate of
64%. Domestic debt is not paid but only deferred to the future. This
compromises fiscal choices of future generations.

Decade Trends of Domestic Refinancing for FY2017 - 2026/27

2026/27 13,967 qummm 3rd CFR

2025/26 10,027

2024/25 12,021

2023/24 8,358

2022/23 8,008

2021/22

8,547 (ummmmes 2nd CFR

2020/21 7,486

2019/20 6,4

52 m UGX Billion

2018/19 5i271

2017118 4,998

2016117 4,977 ¢ 1st CFR

Sourée: MoFPED and OLoP
Recommendation
¢ Reduce domestic refinancing of the preceding financial year by 30%.

This would ensure domestic debt refinancing substantially reduced to
sustainable levels by the end of the Charter.

3 Budget Speech Financial Year 2024/2025
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3.3 Deficit Financing

Deficit financing is a chronic feature in our economy. Political bias towards
deficit financing as main means of addressing development agenda of the
country is a sign of economic instability. Government prefers additional
expenditure allocations even without certainty for financing than fiscal
consolidation coupled with allocation efficiency. This fiscal populism has led to
critical citizens aspirations remaining underfunded or unfunded while those
activities or items associated with political renting and primitive accumulation
are funded. This is mostly evident during election cycles when allocation
deception is applied to win public support.

Fiscal Deficit trends for the period FY2016/17 - 2026/27
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m Fiscal Deficit -3.3%  -4.1% -4.9% 7.1% 9.0% -7.4% 55% -47% -6.0% -6.0% -5.90%

Source: MoFPED and OLoP
Recommendation
¢ Allocations towards the annual national budget of the subsequent
financial year increases or decreases by the rate of reduction or growth

of the fiscal deficit of the preceding financial year respectively.

This would encourage fiscal consolidation and reward it with enhanced
allocation of public resources towards service delivery centres.



3.4 Corruption Burden

Corruption has over the years led to haemorrhage of public resources and
adversely affected service delivery. Each financial year the country loses UGX
9.14 trilion* to corruption. These are resources that were realised but misused
through misreporting, bribes, absenteeism and patronage among others.
Irespective of interventions such as establishment of accountability agencies
(such as Office of the Auditor General and Inspector General of Government),
anti-corruption monitoring units and laws among others, the control of
corruption is characterised by downward spiral. Currently the control of
corruption is a paltry 25.26 out of the desired governance score of 100°. This is
a below average rating.

Corruption depletes fiscal space through reduction of tax revenue, primitive
accumulation of wealth, discouraging foreign direct investment and reduction
of fiscal performance i.e. diversion of public resources thereby adversely
affecting service delivery. Subsequently, it widens the fiscal deficit. It ought to
be observed that the lower the corruption controls, the higher the fiscal deficit.
It should also be noted that high corruption contfrol enhances liquidity thereby
boosting revenue to GDP as well as reducing debt to GDP ratios.

4 Inspectorate of Government, 2021. Study on the Cost of Corruption in Uganda

5 World Bank, 2026. Worldwide Governance Indicators - Composite Indicators of Governance
in more than 200 economies. hitps://www.worldbank.org/en/publication/worldwide-
governance-indicators Lasted accessed on 6 July 2026
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The relationship between control of corruption and fiscal deficit in Uganda
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Source: World Bank, MoFPED and OLoP
Recommendations

¢ The ratio of nugatory expenditures to total annual government
expenditures is maintained below 0.3 percentage points

This will ensure that funds lost through corruption, diversion, procurement
iregularities and audit qualified expenditures are greatly minimised. Hence
ensuring availability of sufficient funds for service delivery.

¢ Reduce off budget financing to public institutions to zero by financial
year 2030/31

Arrangements need be made to convert all off budget into budget support
through the Consolidated Fund or develop a mechanism that requires
parliamentary approval. This will ensure that all funding towards public
expenditures is under the ambit of parliamentary oversight and acco untability.
It will also eliminate double budgeting and accountability which raise
corruption exposure risks.

3.5 Mismatch between Appropriated and Actual Budget

For years, a mismatch between appropriated and actual budget has been
noted. Despite the appropriated budget raising expectations of the citizenry,



