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This action is funded by the European Union

ANNEX 2

of the Commission Decision on the Annual Actiond?eanme 2016 for Uganda
to be financed from the 1 European Development Fund

Action Document for Support to Uganda's Financial Management and Accountability

Programme (FINMAP I11)

1. Title/basic act/
CRIS number

Support to Uganda's Financial Management and Adebility Programme
‘FINMAP’ (UG/FED/037-952)
financed under the ¥1European Development Fund (EDF)

2. Zone benefiting
from the

Uganda
The action shall be carried out in multiple (coymiide) locations. The

action/location project team will be based in Kampala.

3. Programming Uganda — 11 EDF — National Indicative Programme (NIP) 2014202
document

4, Sector of Good Governance DEV. Aid: YES!
concentration/

thematic area

5. Amounts Total estimated cost: EUR 62 241 000

concerned Total amount of EDF contribution EUR 8 000 000

This action is co-financed in joint co-financing: by

- KfW for an amount of EUR 13 000 000;

- DFID for an indicative amount of GBP 6 100 000;

- Norway for an indicative amount of NOK 17 500 900
- Denmark for an indicative amount of DKK 174 QD@D;

This action is co-financed in parallel by the Gowaent of Uganda for an
indicative amount of EUR 28 066 000

6. Aid modality(ies)
and implementation
modality(ies)

Project Modality through Indirect Management withe t Government qf
Uganda

7 a) DAC code(s)

15111 Public Finance Management-60%
5110 Public Sector Policy and Administrative Managat- 10%;
15112 Decentralisation and support to subnationake@Giment-30%

b) Main Delivery
Channel

10000 Public Sector Institutions

8. Markers (from
CRIS DAC form)

Not
targeted

Main
objective

General policy objective Significant

objective

! Official Development Aid is administered with tipgomotion of the economic development and welfdre o
developing countries as its main objective.
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Participation development/good O O .
governance
Aid to environment . O O
Gender equality (including Women [ . O
In Development)
Trade Development B O O
Reproductive, Maternal, New borp . O O
and child health
RIO Convention markers Not Significant Main
targeted | objective objective
Biological diversity B O O
Combat desertification B O O
Climate change mitigation . O O
Climate change adaptation . O O

9. Global Public
Goods and
Challenges (GPGC)
thematic flagships

(Flagship 6: Resource Transparency Initiative)gBhap 10: Domestic
Revenue Mobilisation Initiative for Inclusive Grdwand Development.

SDG 17: To revitalise the global partnership fostainable development
SDG 16: To promote just, peaceful and inclusiveei@s; and SDG 8: To
promote inclusive and sustainable economic growth

10. Sustainable
Development Goals
(SDGs)

SUMMARY

In line with the Agenda for Change, the™EDF National Indicative Programme (NIP) for Ugan
prioritises the strengthening of the governancéose€he proposed action is to contribute to powé
reduction and inclusive growth in Uganda by reinfiog macroeconomic stability and strengthen
the accountability and transparency of Public FimaManagement (PFM). The action will supp
Government of Uganda in achieving its strategiceotiyes as stated in the Vision 2040 and
second National Development Plan (NDP 1), whiclpbasise PFM as an important enabler.

The main component would comprise continued suppmriGovernment of Uganda's Financ
Management and Accountability Programme (FINMAP)sirengthening PFM at central and lo
government levels and ensure the efficient, effecind accountable use of public resources asis
for improved service delivery. Expected resultdude strengthening (i) budget credibility, inclugi
increased domestic revenue mobilisation; (ii) baidgmntrols; and (iii) improved compliance wi
PFM rules and regulations.

FINMAP, now in its third phase (2014-2018), hasrbéke main vehicle for implementation
Government of Uganda's PFM reform strategy sin@¥ 2The EU has contributed EUR 4 000 00(
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FINMAP | and I, jointly financed by the Governmeoit Uganda and development partners through a

pooled basket fund. The use of a basket fund mahbhge Project Management Unit (PMU) with
the Ministry of Finance, Planning and Economic Depment (MoFPED) has enabled a high deg
of harmonisation, alignment and ownership, shoviisgnerit in terms of policy dialogue and resu
Continued 11 EDF support through indirect management by thenparcountry requires a ne

in
ree
ts.
W

compliance pillar assessment of the beneficiarywauld be an important EU commitment in ter
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of strengthening use of country systems, in padrcgiven the consideration of a Sector Refgrm
Contract (SRC) for governance and rule of law & 1" EDF.
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1 CONTEXT
1.1 Sector/Country/Regional context/Thematic area

Uganda is a unitary state, comprising of the nafiagyovernment and four levels of sub-national

government, with the President as head of goverhn@arerall, Uganda has a sound institutional and
regulatory framework in place in terms of democrauyman rights (including gender), rule of law,

access to justice, accountability, civil societydamedia. However, a large implementation gap
remains, and the political economy is characterisgda political patronage system dominated by
President Museveni and the National Resistance Mewné (NRM) regime, incumbent since 1986.

Multi-party elections have been held since 200@hwhe latest Presidential elections in February
2016. Uganda has witnessed significant economiavitr@nd poverty reduction over the last two

decades, although the post 2011 election periodretred a period of unstable inflation. Uganda's
recent economic performance has been favourablkegrétdual gross domestic product (GDP) growth
recovery, but still below the medium target andwabme downside risks. Reduction in the absolute
number of poor people is marginal due to populagoowth, and hides substantial spatial variation
(with Northern Uganda still lagging behind) andnigsinequality.

The Government of Uganda has been pursuing steatefgirms in public financial management since
the early 1990s, aimed at supporting the natiormdl ¢pf poverty eradication through good
governance, sustainable and inclusive socio-ecanafavelopment and a stable macroeconomic
environment. Since the inception of the Nationav&epment Plan in 2010, the Government of
Uganda has prioritised investment spending on raadsenergy projects. This had added importance
to investing in PFM reforms, to ensure that resesirare mobilised and used efficiently to meet the
increasing spending requirements for infrastructleeelopment, as well as sustaining the required
levels of social sector spending and public serndeivery amidst one of the highest population
growth rates (c. 3% per annum) in the world.

Since 2007 the prime implementation framework fBMPreforms is the Financial Management and
Accountability Programme (FINMAP), jointly financetty the Government of Uganda and
development partners(DPs) through a pooled basket fund. FINMAP covire entire PFM
continuum including fiscal planning, revenue cdilec and management, budget preparation and
execution, accounting and reporting, and oversigid scrutiny. The use of a multi-donor pooled
funding arrangement managed by a Project Managet@nhi{PMU) within the Ministry of Finance,
Planning and Economic Development (MoFPED) has ledah high degree of harmonisation,
alignment, and ownership, in line with aid effeetiess principles. The EU has contributed
EUR 4 000 000 to FINMAP | and II, of which EUR 3®600 in the 1 EDF.

PFM reforms suffered a ‘shock’ in 2012 when the iardGeneral released two special reports
revealing corruption cases in the Office of tharriMinister and Ministry of Public Service. Since
the 2012 corruption scandals, development partoeiis society and the International Monetary Fund
(IMF) have commended MoFPED steering and accetgyatiwide range of PFM reforms to improve
transparency and accountability of its public fioest

2 DPs included UK Department for International Deyehent (DFID), Germany Kreditanstalt fuer Wiedebsuf — (KfW),
EU, Ireland, Denmark, Norway and Sweden. The Wa&#hk supported specific activities under the progree until
2012.

3 This includes improved budget credibility (redoctiof arrears, removal of inefficient VAT and incerrax exemptions),
strengthened internal controls (Integrated Findnidianagement System (IFMS), decentralisation angraved payroll
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A recent budget support (2004-2013) evaluation ey EU and the World Bank (WB) confirmed
strong commitment and achievements in PFM reforer tive last decade.

1.1.1.5 Public Policy Assessment and EU Policy Framework

Uganda has a sound PFM legislative framework, thighmost recent being the 2015 PFM Act, which
repealed the Public Finance and Accountability 2@®3. Both the PFM Act and the Constitution give
the MoFPED the mandate to plan and manage publmées. The comprehensive new law includes
a new budget calendar and increased emphasis afergand equity responsive budgeting, an oil
revenue management framework, strengthened inteandl external expenditure controls and
accountability procedures.

Uganda has a highly elaborate institutional stmgctar PFM reform. The proposed PFM reforms will
be implemented as a major component of the AccailitygSector Strategic Investment Plan (ASSIP)
2014-2019, launched in August 2014Both Uganda's Vision 2040 and the second National
Development Plan (NDP) (2015/16-2019/20) empha$is® as an important enabling sector,
consistent with EU development policies such asAthpenda for Change. A new PFM strategy (2014-
2018) was launched in August 2014 as a guidingcpdiamework for reform efforts in Government,
informed by various recent PFM studies such a2@i& Public Expenditure Financial Accountability
(PEFA). The revised Strategy is well aligned to Mi2P, and will guide the implementation of a third
four year phase of FINMAP (July 2014-June 2018)e Thain objective is to strengthen PFM at
central and local government levels and ensurestheent, effective and accountable use of public
resources as a basis for improved service deliecyeate wealth and enhance economic growth.

FINMAP lllI, the main implementation vehicle of tiR+M reform strategy, has a broad and holistic
approach including different government and accability institutions. Overall focus is on three

main outcomes: strengthening budget credibilityprioving controls and compliance. Overall, the
PFM sectoral policies are well defined, respondiagidentified opportunities and challenges in

Uganda, and complimentary to other public servederms. MoFPED steered the in-house design of
FINMAP 1lI, with external support from developmepartners. A Programme Implementation

Document (PID) has been approved, including siomati and risk analysis, and a corresponding
Monitoring and Evaluation (M&E) framework with owme, output and activity indicators linked to

the key strategic objectives as set out in the PEImM strategy.

1.1.2.5 Stakeholder analysis

MoFPED takes a leading role in coordinating PFMvmef initiatives, including FINMAP, which is the
main vehicle for implementation of the PFM refortragegy. Several other institutions are involved as
key stakeholders such as the Uganda Revenue AmttjoiRA), Public Procurement and Disposal of
Public Assets Authority (PPDA), Ministry of Localo@ernment (MoLG), Ministry of Public Service

and pension management), reduced oversight quanésbetter cash and debt management (phased ictiauwf a
treasury single account).
4 The other legal framework for budget formulatierecution and audit is provided by the Constitu(ib®95); the Budget
Act (2001) which empowers Parliament; the Publiocerement and Disposal of Public Assets Act (20a8) its
amendments (2008); and the National Audit Act (3008

® The five strategic objectives are (i) to strengtellaboration and cooperation amongst sectoititisins; (i) to enhance
planning, mobilisation and allocation of Governmessources; (iii) to improve compliance with acc@lnility rules and
regulations; (iv) to strengthen public demand foeauntability; and (v) to prevent, detect and afiate corruption.
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(MoPs), Office of the Auditor General (OAG) and IRanent. These stakeholders vary greatly in the
strength of their mandate, their institutional azifyeand leadership.

A Public Expenditure Management Committee (PEMCQi)vides a high-level forum meeting

quarterly for strategic policy guidance and for fibarng progress in PFM reforms. The PEMCOM is
chaired by the Permanent Secretary/Secretary tateéasury (PS/ST) and co-chaired by the PFM
Development Partner Working Group (DP WG) Chairriently the EU). A Programme Technical

Committee (PTC), chaired by the Deputy Secretaryth® Treasury, consists of the FINMAP

component managers and development partners, prgvigchnical and policy guidance to the
FINMAP programme.

Non-state actors play an important role in the dedrside of accountability, i.e. holding the staie t
account over PFM, resource allocation and servelevaety. A vocal civil society and relatively
vibrant media — although under increased pressigréncreasingly focused on the need to strengthen
governance, in particular public finance manageraandtcorruption. Key civil society actors involved
in PFM are the Civil Society Budget Advocacy Gro((@SBAG), which actively engages with
MoFPED in shaping the debate, for example on timeiainbudget process, PFM reforms and the 2015
PFM Act. Since mid-2015 CSBAG represents civil stci(including women's organisations) as an
active member of the PEMCOM.

1.1.3.5 Priority areasfor support/problem analysis

The proposed project builds on lessons learnt fEthsupport provided under the WEDF. The
2014-2018 PFM Reform Strategy, informed by studietiding the PEFA (2012) and the Mid Term
Review of FINMAP 1l (2013) and based on wide cotesibns with the Government of Uganda and
development partners, confirmed that despite soamnf investments, challenges still remain with
budget (i) credibility, (i) controls and (iii) coptiance.

() Key challenges imudget credibilityinclude inadequate domestic revenue mobilisatire to
low tax compliance, a large informal sector, inadeg tax administration capacity and low
local PFM capacity and revenue base. Inadequaenuevforecasting, expenditure planning and
costing for critical commitments also affects budgeplementation and leads to frequent
supplementary budgets, undermining budget cretibili

(i) Strengthening financial management systems anddénirag their coverage (in particular the
roll-out of the Integrated Financial Management t&ys (IFMS) in central and local
governments) has been a key achievement of FINM&Rroving fiduciary assurance and
internal controlsof Government expenditure. However, challengesarewith PFM IT system
security and the lack of a coherent integratiorthaf various PFM systems. Improving cash
management by the implementation of the Treasungl&iAccount (TSA) and strengthening
public procurement also remain priority reforms.

® The Ministry of Finance, Planning and Economic &lepment and semi-autonomous institutions sucthasOAG and
URA are generally considered the most effectivditinttons, having benefited from strong leaderskipnor support and
capacity building. Ministry of Public Service aratal governments are fairly weak both in leadersimg actual capacity.
The oversight function of Parliament and its conteeis remains constrained despite capacity buildiegsures.

" Uganda's tax revenue collections at 13% of (reja€®P remain the lowest in the East African regidespite recent
efforts to improve revenue administration, widea tax base and eliminate VAT and income exemptions.
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(iif) Finally there is a largeompliancegap with regard to PFM rules and regulations dué lack
of an effective sanctioning regime, which risks @mmdining the gains from PFM reform (risk of
political interference) and further loss of pubilimds due to financial mismanagement.

2 RISKS AND ASSUMPTIONS
Risks Risk level| Mitigating measures
(H/MIL)
Political interference in PFM andH/M Continued high level policy dialogue. Possible
accountability  institutions  restricts Sector Reform Contract (SRC) budget support
their ability to implement theif dialogue and framework. Continued support to
mandate. strengthening civil society oversight.
Corruption, particularly in H Enforcement of administrative sanctions |in
procurement, due to weak controls and line with 2015 PFM Act and related

compliance. Limited political will tg
tackle non-compliance.

its
EDF-11

regulations for implementatio

Complimentary

Strengthening

N

Uganda's Anti-corruption Response (SUGAR)
support and possible SRC on governance.
Reputational risk from use of countnH/M Successful pillar assessment and possible
systems due to fraud in the FINMAP adoption of mitigating measures. Ex-post
programme or elsewhere. disbursement based on required
conditions/outputs.
Inadequate funding to support reform$4 PFM remains high on the agenda of DPs and
Reform fatigue or ‘cherry-picking' of the IMF. Future EU support is an important
DP support due to low risk appetite. signal to other DPs. Signature of |a
Memorandum of Understanding (MoU)

between the Government of Uganda and

FINMAP Il Development Partners.

Staff attrition from the FINMAP IlI
PMU and other reform programm
may slow/impede progress.

Regular monitoring of competitiveness w
private sector will provide early warning
need to take action.

th
Df

PEMCOM does not comprehensive
or effectively steer the PFM refor
agenda.

Y
m

Improve the quality of strategic polic
dialogue at the PEMCOM. Agenda a
membership has been realigned to reflect
full scope of its mandate.

nd
the

Assumptions

1. The PFM Strategy will be implemented. The amendEBt FAct 2015 will be adhered to b
MoFPED.

2. The Government of Uganda continues to improve swdtdity of PFM reforms, i.e. increasg
Government funding and commitments to PFM actisitaring FINMAP.

3. PFM institutions are not subject to widespread wgaiion and collusion or other influence th
prevents them from taking action.

4. Continued high levels of budget transparency aretsight, detecting and deterring corrupti
Continued civil society scrutiny and cooperatiothwWioFPED.

5. Effective leadership and continued commitment tMP&forms by MoFPED.
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3 LESSONS LEARNT, COMPLEMENTARITY AND CROSS -CUTTING ISSUES
3.1 Lessons learnt

Recent evaluations of PFM performahbave commended Government's high level of comnmitme
and reported that with FINMAP a credible and refgvint programme to improve PFM and
procurement systems is in place. A recent budggpat evaluation (2004-2013) by the EU and the
World Bank confirmed strong commitment and achiesets in PFM reform over the last decade,
stating that 'PFM was central and increasingly irtgpa to budget support since 2004'. By contrast,
progress in domestic revenue mobilisation was wedk 2014, in part due to the political economy,
and greater emphasis on increasing domestic resouscrequired in the future. The updated PFM
reform strategy and FINMAP Il programme clearlycanporate some of the findings and
recommendations from recent evaluations. A UK Depeant for International Development (DFID)
funded Overseas Development Institute (ODI) reviegivFINMAP | and 1l concluded that the
programme had made significant contributions tergjthening PFM systems, in particular the roll out
of improved financial systems adapted to the n@éed$ganda. The review recommended improving
mechanisms for recruitment of technical policy ekqencreased integration between PFM systems,
and better planning to take on emerging prioritied adapt reform processes to lessons learnt during
implementation. Agreement has been reached onnackiased on the findings from the report. This
includes the adoption of a new Priority Reform AntMatrix (PRAM) jointly agreed with PEMCOM,

to guide FINMAP annual planning and place emphasigtegration of systems and agreed priorities.

3.2 Complementarity, synergy and donor coordination

The Good Governance focal sector targets accolityaleimploying a portfolio approach to address
all aspects of the 'accountability chain’. As thé& Noutlines, this chain comprises (i) State
Management (ii) Oversight (iii) Sanction, and tmescessitates support to both state and non-state
actors’ It is underpinned by a Rights-Based Approach tbetises on outcomes for rights holders, in
particular those that are most impacted by laclaafountability (disadvantaged, women, children,
etc.). On the supply side, the FINMAP and Strengiing Uganda's Anti-corruption Response
(SUGAR) programme will provide support to Publicn&énce Management and Anti-Corruption
actions respectively. Support to the Democratic €oance Facility (DGF) will focus primarily
(though not exclusively) on the demand side of antability, through support to the non-state sector
accompanied by the NIP's civil society budget @tmm. A governance component of the Northern
Uganda Integrated Programme (NORD) will providpazdty building support in PFM to both supply
and demand side actors at a local level.

8 2012 Central Government and Local Government PEFA3 FINMAP Il Mid-Term Review; 2014-2018 PFM Rafo
Strategy; annual IMF Policy Support Instrument &%l Joint Assessment Framework (JAF) assessment$; @@ft ODI
FINMAP review; Tax Administration Diagnostic Assesnt Tool (TADAT) 2015

9 A Sector Reform Contract (SRC) is envisaged (urtle Annual Action Plan 2017) as an overall unlbréb the
governance portfolio, possibly addressing higheellstructural/horizontal issues, and aiming to suea Uganda's success
in closing the ‘implementation gap' between insthal framework and functional efficacy. A techalicassistance
component of the SRC will be envisaged to provatgeted support to institutions not covered by ofiiejects (primarily
in the Justice, Law & Order Sector). The SRC wostiengthen our credibility as partners, increaselegitimacy and
leverage, and provide both framework and benchnfarkassessing Government performance. An SRC walstaimprove
the predictability of financing and use of counBystems, by introducing clear and measurable italisa While the
political, financial and operational risks would higgher than with a project approach, the SRC waléb promote the
visibility of the EU as a lead donor.



Both FINMAP and SUGAR will provide technical assiste to Government entities, in broad terms
relating to the management of public funds — howetey come from different ends of our
accountability chain, FINMAP focusing on state nmgaraent (in particular improved compliance by
strengthened PFM systems), SUGAR on detection amaction (in the event of
mismanagement/corruption). Their proximity is irtenal, to ensure the chain remains interlinked,
and initiatives are underway to ensure that botigi@mmes are fully coordinated and complementary.

EU joint programming exercises have identified '&wovance/Accountability’ as a first priority area,
and the majority of EU Member States are activevdl@pment partners coordinate in a number of
fora, including the Accountability Working Group,eBocracy and Human Rights Working Group,
and a number of PFM related groups. A joint dorgpraach on Accountability was agreed in 2013.
In the area of PFM, donor coordination is struauseound the PFM working group, while dialogue
with the Government is facilitated by PEMCOM. ThiNMAP sector policy support programme is
characterised by a well-established joint financingchanism, enhancing donor coordination and
alignment with Government policies. Most of the Ofesrently supporting FINMAP 1ll are EU MS.
The World Bank is targeting PFM reform actions unde planned budget support programme
(Development Policy Operation) for FYs 2015-16 6317

3.3 Cross-cutting issues

Despite the notable PFM improvements attained theslyears, concerns still exist as to the faildre o
these gains in translating into markedly improvedvige delivery. Corruption remains a major
impediment in this regard. Women and householdsaiticular suffer disproportionally, as they are
directly confronted with poor service delivery imethealth, education and local governance sectors,
due to lack of fiscal space to implement developmajectives; poor resource allocation and
absorption; financial mismanagement and corruptibine recent budget support evaluation also
concluded that greater gender equality and eqhibylsl be included more in sectoral programmes in
Uganda, as it would directly support poverty reduct Uganda has made some progress in the
creation of a statutory enabling environment fondgr budgeting, as a measure to promote gender
equality and women's rights. DFID, which co-fund®MAP, is formulating a new programnfe
which, amongst others, will support the Governnm@#ntiganda to integrate gender and equity in PFM
in compliance with the 2015 PFM Act. A service pder will provide technical assistance and
capacity building to the Government of Uganda {palarly to MoFPED, Ministry of Gender, Labour
and Social Development and the Equal Opportun@i@smission) for implementing gender equity in
public financial management. FINMAP will be encaygd to work closely with this programme on
gender related issues.

The proposed FINMAP Il project is expected to impfavourably on both economic and democratic
governance, facilitating enhanced Parliamentarydianeand civil society oversight of NDP-II
implementation. Environmental sustainability is aghain target of the intervention.

4  DESCRIPTION OF THE ACTION

4.1 Objectives/results

This programme is relevant for the Agenda 2030cdnhtributes primarily to the progressive
achievement of SDG target 17 to revitalise the glgiartnership for sustainable development, but

9 Support to Uganda's Response on Gender EqualitRGE)
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also to promote progress towards Goal 16 to profuste peaceful and inclusive societies, and Goal 8
to promote inclusive and sustainable economic growhis does not imply a commitment by the
Government of Uganda benefiting from this programme

In line with the Agenda for Change, the generakotiye of the proposed action is to contribute to
poverty reduction and inclusive growth in Uganda feynforcing macroeconomic stability and
strengthening accountability and transparency bfipfinance management in Uganda. The proposed
action will support the Government of Uganda inieeimg its strategic objectives as stated in the
Vision 2040 and the NDP II, which emphasises PFMrasnportant enabling sector.

The specific objective is to support Uganda inrgithening PFM systems and compliance at central
and local government levels to ensure the efficiefiective and accountable use of public resources
as a basis for improved service delivery.

The 2014-2018 PFM Reform Strategy identifies thpeerity outcomes to be achieved: enhancing
budget credibility, improving budget control, artdesgthening compliance to rules and regulations.
The Financial Management and Accountability Progrem(FINMAP) is the main vehicle for the
implementation of the PFM reform strategy (2014801vhich guides PFM reforms in Uganda. The
programme aims to achieve the following six results

()  Enhanced revenue mobilisation, realistic macomomic forecasting, improved management of
debt and external revenue resources, and streragtiuapacity to analyse fiscal policies;

(i) A more credible budget process delivering coef@nsive budget documentation reflecting
national policy objectives with efficient and trgasent resource allocation;

(i)  Strengthened financial management systembimiget execution, accountability and reporting;
including accurate and timely payroll and pensioayrpents integrated with personnel
management systems;

(iv) Improved revenue collection and strengthepellic finance management systems and
compliance with regulations in Local Governments;

(v) Improved efficiency, effectiveness and transpay in public procurement and contract
management, facilitated by clear rules and proasjur

(vi) Strengthened internal controls and enhanceadaty of oversight systems leading to increased
accountability and compliance with PFM laws & reggidns

The programme aims to improve compliance throughremeffective follow up of audit
recommendations, combined with administrative sanst which have been strengthened under the
2015 PFM Act. FINMAP is supporting MoFPED to monitine performance of Government of
Uganda accounting officers to enable decisions amctoons, with complimentary support from
SUGAR to update Public Service Regulations witleeff/e sanctioning procedures.

Attention should be paid to domestic revenue msdilon, as Uganda has the lowest tax-to-GDP ratio
in East Africa. Under the new PFM Reform Stratdyy Uganda Revenue Authority (URA) has been
made a full member of PEMCOM, leading to increapelicy attention and dialogue on tax policy
and tax administration. In the past FINMAP has et support on tax policy analysis and reform.
From 2015/16 assistance was extended to URA faaaiypbuilding of the audit function to promote
compliance. Additional complimentary institutionslipport to URA through FINMAP is currently
under consideration based on the findings from2®&5 Tax Administration Diagnostic Assessment
Tool (TADAT) assessment. Alternatively, in concurce with FINMAP support, increased policy
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dialogue and focus on domestic revenue mobilisatvonld form a key component of any future
Sector Reform Contract (SRC).

4.2 Main Activities

Result 1- Macroeconomic componen(i) Develop an improved macro-economic model for
forecasting; and, (ii) Review tax legislation arapacity building for tax policy and audit officials

Result 2 — Budget componeiiy Manage transition to Programme-Based Budget{ii) Improve
systems and capacity for public investment managéen(i@é) Capacity building for budget planning
and public private partnerships.

Result 3 — Financial Management Systefils Roll out Integrated Financial Management 8yst
(IFMS) and Integrated Personnel and Payroll Sys®tRS) in central and local Governments; (ii)
Introduce a Treasury Single Account system; ariyl Qfaft new PFM Regulations

Result 4 — Local Governmenti) Training and systems for revenue collectiamd, (ii)) Capacity
building for PFM; and, (iii) Strengthen internaldiucapacity and systems.

Result 5 — Procuremeni) Training in procurement and contract managetin@) Update legislation
and regulations; and, (iii) Procurement audits fatidw up to increase compliance.

Result 6 — Oversigh{i) Capacity building for internal audit systen{g) Construct regional offices
for the Auditor General; (iii) Provision of IT Audsoftware; and, (iv) PFM training for Parliamentar
Committees.

Detailed annual work plans and budgets are prepaesth financial year in consultation with
development partners. This allows an element ofitfllity for emerging priorities. A Management
Support Unit (MSU) in MoFPED facilitates planningcaimplementation of the FINMAP programme.

4.3 Intervention logic

The programme supports the introduction of impro¥ieéncial management systems, including
revenue, budgeting, personnel and payroll, puliestment and procurement in all Government
entities at central and local level. These systamasdesigned to facilitate management oversight and
controls, which along with updated regulations, viide potential for improved efficiency in
implementation of projects and delivery of servic8here is currently a major emphasis on
integration of PFM systems, in order to realiseagrded value for management through efficiency and
quality of information. Capacity building for offads, data security, and administration systems are
critical to ensure sustainability. The investmenPiFM systems aims to facilitate accurate and fimel
accountability for use of public resources by Aatting Officers, leading to greater transparency.

In addition, the programme supports improved cdpaftr oversight through both internal and
external audit and monitoring of compliance witloqurement regulations. The role of internal audit
will be enhanced through use of international séadsl the introduction of an Internal Auditor
General to provide an overall strategy and repgrtstructure, and capacity building for the
decentralised audit system across Government,dimgjuindependent Audit Committees. Compliance
with procurement regulations remains a key chaberemnd the programme will support the Public
Procurement and Disposal of Public Assets AuthdiiyDA) in procurement audits and follow up.
The role of external audit will be enhanced througloduction of forensic and IT audits, systemss fo
follow up of recommendations, and constructionegjional offices to improve coverage. Assistance
will be provided to Parliament to facilitate undersding of PFM issues and the role of oversight
committees in ensuring accountability for publisaerces. The programme will promote improved
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collaboration between oversight entities for gredtepact on compliance and the fight against
corruption.

5  IMPLEMENTATION
5.1 Financing Agreement

In order to implement this action, it is foreseencbnclude a financing agreement with the partner
country, referred to Article 17 of Annex IV to tA€P-EU Partnership Agreement.

5.2 Indicative implementation period

The indicative operational implementation periodtfi§ action, during which activities described in
section 4.2 will be carried out and the correspegdiontracts and agreements implemented, is 36
months from the date of entry into force of theafining agreement.

Extensions of the implementation period may be edyrby the Commission's authorising officer
responsible by amending this decision and the agliegontracts and agreements; such amendments to
this decision constitute non-substantial amendnirerthe sense of Article 9(4) of Regulation (EU)
2015/322.

5.4 Implementation modalities
5.4.1.5 Indirect Management with the Government of Uganda
¢) Implementation through a pool fund

This action may be implemented in indirect managemeth the Ministry of Finance, Planning and
Economic Development (MoFPED) in accordance withicke 58(1) (c) of the Regulation (EU,
Euratom) No 966/2012 applicable in accordance witticle 17 of Regulation (EU) 323/323. This
implementation entails strengthening accountabélitg transparency of public finance management in
Uganda. This implementation is justified because Ministry of Finance Planning and Economic
Development has established an effective Projeatagament Unit (PMB), which has a positive
track record in Uganda in coordinating and delivgrPFM reforms through joint co-financing by
development partners and Government of its natid@M reform programme, the Financial
Management and Accountability Programme. Channeiimgncial support through a multi-donor
pooled fund, managed by the PMU, has been therigndiechanism by the EU and other contributing
development partners to help finance the previdases of FINMAP. It has enabled a high degree of
harmonisation, alignment, and ownership; making éBoment's reform efforts more effective and
sustainable, aided by the predictability of researcoming from the pooled funding arrangement.

The entrusted entity would carry out the followibgdget-implementation tasks: launching calls for
tenders and proposals; definition of eligibilitglection and award criteria; evaluation of tenderd
proposals; acting as contracting authority conclgdimonitoring and managing contracts, carrying
out payments, and recovering moneys due.

The entrusted Partner Country's organisation isently undergoing the ex-ante assessment in
accordance with Article 61(1) of Regulation (EU,r&om) No 966/2012, applicable in accordance
with Article 17 of Regulation (EU) 323/323. The Camssion’s authorising officer responsible deems

1 Located within the Ministry of Finance and desiguaby it as the implementing entity, headed by a
Programme Coordinator in charge of a technicaktessie team.
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that, based on the compliance with the ex-antesassent based on Regulation (EU, Euratom) No
1605/2002 and long-lasting problem-free cooperattbe Partner Country's organisation[s] can be
entrusted with budget-implementation tasks unddiréet management.

The Commission authorises that the costs incurgedhb entrusted entity may be recognised as
eligible as of 1 July 2016 because this is the stiathe Ugandan financial year 2016/17, which runs
until 30 June 2017. The entry into force of theafining agreement, on the condition of a positive
compliance pillar assessment, is expected by edd 2mdd thus within the mentioned fiscal year,
which constitutes the third year of implementatmiFINMAP 1ll. As an extension of FINMAP
beyond the current implementation period until eh@018 has not yet been decided, the remaining
period between the signature of the financing agese and the end of the programme would be less
than 24 months. Without the proposed retroactiigitelity of costs, there would a considerable risk
that the committed funds of EUR 8.0 million coulat ibe fully absorbed by the programme and that
considerable reste a liquider (RAL) be generateal r@sult.

5.5 Scope of geographical eligibility for procurement ad grants

The geographical eligibility in terms of place dft&blishment for participating in procurement and
grant award procedures and in terms of origin pplas purchased as established in the basic dct an
set out in the relevant contractual documents sipgly, subject to the following provisions.

The Commission's authorising officer responsibley mextend the geographical eligibility in
accordance with Article 22(1)(b) of Annex IV to tA€P-EU Partnership Agreement on the basis of
urgency or of unavailability of products and seegién the markets of the countries concerned, or in
duly substantiated cases where the eligibilitysul®uld make the realisation of this action implolesi

or exceedingly difficult.
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5.6 Indicative budget

Support to FINMAP [l (2014 - 2018) basket fund EU contribution | Indicative third
(amount in party **
EUR) contribution,
in currency
identified
5.4.1.5 Indirect Management with the Government of 7 000 000 EUR 26 175 000Q
Uganda
Component 1: Macroeconomic management 221|856 EUR 845 690
Component 2: Budget reform 265176/ EUR 1113315
Component 3: Financial management systems 2389 7TEHR 5 676 224
Component 4: PFM for local governments 2051 11FUR 7 763 066
Component 5: Public procurement 208 316 EUR 881 769
Component 6: Oversight and compliance 1417 [77EUR 8 223 387
Component 7: Programme coordination 446 D6EUR 1 671 549
5.9 Evaluation, 5.10 Audit 200 000
5.11 Communication and visibility 100 00d
Contingencies 700 000
Totals 8 000 000 26 175 000

5.7 Organisational set-up and responsibilities

EU support to the Ministry of Finance, Planning @&wbnomic Development will be implemented
through an established joint co-financing mecharash dialogue platforms, the procedures for which
firmly established in the FINMAP IIl Programme Ineptentation Document and the FINMAP il
Memorandum of Understanding (MoU). Development g already contributing to the FINMAP
Il basket fund are Germany Kreditanstalt fuer Wiedifbau (KfW), United Kingdom (DFID);
Denmark, and Norway. The Memorandum of UnderstapdidoU) between Government and
Development Partners sets out the organisationedngements and responsibilities for the
management of the pooled fund. The Deputy Secrdtarjreasury (DST) in MoFPED is the task
manager of FINMAP. A Management Support Unit (MSogated within MoFPED assists with
planning, accounting and monitoring implementatid@omponent managers in the respective
institutions have been appointed by the Task Manageake the lead in managing reform actions.
The MSU works closely with component managers totpgether the annual work plans and budgets
and coordinate reports on progress. The MSU suppbe components in undertaking procurement
activities in a timely manner, who must take thedlén developing technical specifications and terms
of reference.

Policy dialogue on PFM reforms builds upon two edhoation and discussion forums, one at the
strategic and one at the technical level. The mamagt of the FINMAP programme is overseen by a

12 Kfw (Germany), DFID (UK); Norway; Denmark.
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Programme Technical Committee (PTC), which meetstgtly chaired by MoFPED and co-chaired
by the DP chair of the PFM Working Group. The PTiGévides technical oversight and guidance to
the programme. The Public Expenditure Manageme@M®OM) committee, chaired by the
Permanent Secretary/Secretary to the Treasury TP S48l co-chaired by the PFM DP Chair, meets
quarterly after the PTC as a joint forum for stgatepolicy dialogue, coordination on the PFM reform
strategy, performance monitoring, and formal apafoef FINMAP work plans, budgets, and
procurement plans. PEMCOM patrticipation includgsresentatives of Ministry of Finance, the EU
and other development partners contributing to RElrms; and other stakeholders of the reform
such as the Ministry of Public Service, Public Rietnent and Disposal of Public Assets Authority,
Office of the Auditor General, Ministry of Local @ernment, Uganda Revenue Authority.

See also 5.4.1
5.8 Performance monitoring and reporting

The day-to-day technical and financial monitoringtiee implementation of FINMAP will be a
continuous process and part of the implementingnpdes responsibilities. To this aim, the
implementing partner shall establish a permaneetnial, technical and financial monitoring system
for the action and elaborate regular quarterly andual progress reports and final reports. Every
report shall provide an accurate account of implgaten of the action, difficulties encountered,
changes introduced, as well as the degree of ammient of its results (outputs and direct outcomes)
as measured by corresponding indicators, usingfasence the logframe matrix. The report shall be
laid out in such a way as to allow monitoring of theans envisaged and employed and of the budget
details for the action. The final report, narratared financial, will cover the entire period of thetion
implementation.

The Commission may undertake additional project itoang visits both through its own staff and

through independent consultants recruited direbtlythe Commission for independent monitoring
reviews (or recruited by the responsible agentreoted by the Commission for implementing such
reviews).

5.9 Evaluation

Having regard to the importance of the action, d-tarm and final evaluation will be carried out for
this action or its components via independent cibasis contracted by the Commission or through a
joint mission via an implementing partner. Thislviié decided jointly with other financing partners
supporting the programme.

In line with the principles of the FINMAP Il MoUWhere will be a joint mid-term review and end of
Programme review by Government of Uganda and tmdriboting DPs. The reviews will give a
summary of outputs and activities carried out, esbinents compared to the goal and objectives, an
assessment of the efficiency of the FINMAP Programms well as progress against the M&E
framework. A joint Public Expenditure and Financiatcountability (PEFA) assessment will be
carried out every three years (the next PEFA todmpleted by early 2017).

Independent assessments of progress in the imptatizen of the FINMAP programme may be
conducted as decided upon by the Ministry of Fieaaed contributing DPs. The Commission shall
inform the implementing partner at least 2 monthadvance of the dates foreseen for the evaluation
missions. The implementing partner shall collabomfficiently and effectively with the evaluation
experts, and inter alia provide them with all neeeg information and documentation, as well as
access to the project promises and activities.
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The evaluation reports shall be shared with thénparcountry and other key stakeholders. The
implementing partner and the Commission shall agatie conclusions and recommendations of the
evaluation and, in agreement with the partner agufointly decide on the follow-up actions to be
taken and any adjustments necessary, includimggli¢ated, the reorientation of the project.

Indicatively, one contract for evaluation servicesild be concluded in the second half of 2018. This
ex-post evaluation could be carried out for accalifity and policy revision purposes.

5.10 Audit

Without prejudice to the obligations applicablectmtracts concluded for the implementation of this
action, the Commission may, on the basis of a dskessment, contract independent audits or
expenditure verification assignments for one oesavcontracts or agreements.

In line with the principles of the FINMAP Il MoUhe Government of Uganda's Auditor General will
audit the FINMAP Programme Accounts on an annusisbdhe terms of reference for the audit will
be jointly approved with the DPs. The audit will barried out in accordance with internationally
recognised practices, which will be stated in tip@ion. In addition, a management letter will be
issued where internal control and other managernssues will be highlighted. The annual audit
report will be presented to DPs within six (6) menafter the closure of the fiscal year. The cést o
the audit, whether conducted by the Auditor Generaubcontracted, will be covered by Programme
Funds. The audit system for FINMAP is detailed act®n XI of the FINMAP Il MoU. Development
Partners may request Government of Uganda to arangudit by an independent auditor acceptable
to the DPs. In the event that such an audit isiredut will be discussed with the Auditor General.

Indicatively, one contract for audit services stoalconcluded through direct management in the firs
half of 2019.

5.11 Communication and Visibility

Communication and visibility of the EU is a legdlligation for all external actions funded by the . EU
This action shall contain communication and vigipimeasures which shall be based on a specific
Communication and Visibility Plan of the Action, b@ elaborated at the start of the implementation
and supported with the budget indicated in sediérabove.

In terms of legal obligations on communication aigibility, the measures shall be implemented by
the Commission, the partner country, contractorgnty beneficiaries and/or entrusted entities.
Appropriate contractual obligations shall be indddin, respectively, the financing agreement,
procurement and grant contracts, and delegaticeeaggnts.

The Communication and Visibility Manual for Europebnion External Action shall be used to
establish the Communication and Visibility Plan tbie Action and the appropriate contractual
obligations.

Additional communication and visibility activitiesill be carried out by the Commission by way of
direct management. Indicatively one service cohfiaccommunication and visibility actions shall be
concluded in the second trimester of 2017.
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APPENDIX - INDICATIVE LOGFRAME MATRIX (FOR FINMAP III) * 13

Intervention logic Indicators Baselines Targets Sources and means o] Assumptions
(incl. (incl. verification
reference reference
year) year)
To contribute to poverty reduction and inclusi| i) % population living on less than 1 USDi) FY 2013/14| i) FY 2017/18 | i) Uganda Nationa
growth in Uganda by reinforcing macroeconon per day (NDP II) -19.7% target Household Survey -+
stability and strengthening accountability & jj) PEFA score for Aggregate expenditure National Uganda Bureau of
transparency of public finance management. out-turn to approved budget (PI-1) Development | Statistics (UBOS)
iy PEFA score for Composition of Plan (NDP If)
expenditure out-turn to approved budget 16.2% i - vii) PEFA
(PI1-2) assessments in 2016 and
o ) PEFA score for Effectiveness of .  -C.> | PEFA2020 | 2020
s payroll controls (PI-18) ") c i) B
= v) PEFA score for Transparency,!") D+ i) C viii) Open Budget Index
ag competiton and  complaints  ip!V) D+ iv) C
% procurement (PI-19) v) D+ V) C
2 vi) PEFA score for Effectiveness ofvi) C vi) B
g internal audit control (PI-20) vii) D+ vii)
Y vii) PEFA score for Legislative scrutiny
() .
5 of external audit reports (PI- 28)
viii) Open Budget Index (OBI) score (out
of 100) (category) OBl 2015 OBI 2018
viii) 70+
viii) 62 (substantial to
(substantial extensive
budget budget
information) | information)
To support Uganda in strengthening PFM systq i) Tax revenue as a % of GDP* 2014/15: 2017/18: i) FINMAP Il annual -Political will to tackle non-
Q iv>' g and compliance at central and local governn jiy 9 central government entities withi) 13% ) 14.4% report compliance and corruption
83 3 levels to ensure the efficient, effective al unqualified audit opinions ii) 78% ii) 87% ii) and iii) Office of the
c%gg accountable use of public resources as a basi jjj o4 |ocal governments with unqualifiefl jii) 90% iii) 95% Auditor General's -Government owned reform plar

improved service delivery.

audit opinions

(OAG) Annual Report

with strong commitment to thei

13 Mark indicators aligned with the relevant programgndocument mark with *' and indicators alignedhie EU Results Framework with **',
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iv) Total value of supplementa| iv)4.5% iv) < 3% iv) FINMAP Il annual | implementatio
appropriations as a % of approved report
budget* v) 88% V) 98% v) Budget Outturn
V) % of funds released against approyed Report
budget* vi) PPDA annual report
vi) % of entities audited rated as . . i
satisfactory or better in procurement angl) 23% vi) 50% \.Q'anggpeﬁﬂﬁﬁ at,? )|
contract management Management
vii) % of OAG’s recommendations fdr Vil) 25% vii) 39% Committee (PEMCOM)
FY N-2 implemented by MDAs viii)  FINMAP 1l
viii) % internal audit recommendatior)sviii) 63% viii) 85% annual report
implemented by MDAs and Local
Governments
1. Macroeconomic model developed w| 1.1  Status of the Integrated2015 2018 1.1 FINMAP lll annual | -PFM Act 2015 and the PFM
institutional capacity to improve accuracy | Macroeconomic Model (IMEM) 11 model| 1.1 Model | report Strategy will be implemented and
forecasts and revenue monitoring. 1.2 % variation between budget revenuender functioning | 1.2 Budget Outturn adhered;
forecast and outturn development | and used in Reports -Government of Uganda commits fo
1.3 Number of analytical revenyel.2—1.6% | MTEF to | 1.3 FINMAP Ill annual | improved sustainability of PFM
monitoring reports issued 1.3-0 inform budget report reforms i.e. increased Government
1.4 No. of Uganda Revenue Authority; 4 -0 planning 1.4 FINMAP Il annual funding.
(URA) staff (disaggregated by sex) 1.2-0.5% report -Effective leadership and continued
trained in taxation audit 1.3->3 commitment to PFM reforms by
14 — 60-90 Ministry of Finance.
(%]
= (to be
=2 confirmed)
© 2. Public Investment Management System (PIM 2.1 Status of PIMIS 2015: 2018: 2.1and 2.2. — FINMAP
introduced and related capacity for planning 4§ 2.2 Number of stakeholdells2.1 — PIMIS| 2.1 piMis | Il annual report
monitoring of investment projects strengthened. | (disaggregated by sex) trained on PIMI$ under design | being used in
22-0 MoFPED to
inform budget
planning
22 - 80+

(target % by
sex to be

confirmed)
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3. Programme Based Budgeting (PBB) sysf 3.1 No. of GoU entities using PBB2015: 2018: 3.1to 3.2 — FINMAP Il
designed and rolled out in 2017/18 and capacity system to submit their annual budget | 3.1- 0o 3.1->100 annual report
realistic and timely budget planning improved. | 3.2 Domestic arrears as % of expenditlrg 2 - 45% | 3.2 - <3% 3.3. Open Budget
outturn 33 - Nol 3.3 _| Survey
3.3 Status of a Citizen's Budget pub“cation of| Government
citizen's of Uganda
budget publishes
citizen's
budget
4. Computerised financial management sys{ 4.1 Number of universities and locgl2015: 2018: 4.1 and 4.2 — FINMAP
rolled out to central government entitig governments using computerised} 1 | Gs- 57 4.1 LGs- 93 Il annual report
universities and local governments with relal financial management systems Univ's- 0 Univ's- 9
capacity building and implementation of ass| 42 9 Ministries, Departments and
module Agencies (MDAs) submitting financig|
regports irE acc)ordance 8vith prp*2— 70% 4.2-85%
regulations
43 % of MDAs submitting end yedr4-3- 23% (to | 4.3-80%
financial reports on time (within 3 be confirmed)
months)
5. Computerised personnel and payn 5.1 Number of GoU entities using IPPS|t@015 2018 5.1 and 5.2 — FINMAP
management system (IPPS) with biome{l manage the payroll 51-91 5.1-130 [l annual report
verification rolled out to central and loc{ 52 9% of GoU personnel with biometrics o _ g 52 _90%
government entities along with decentralisation| data verified
responsibility for payroll and pensions.
6. Capacity building support and systems for | 6.1 No. of LGs using the taxpayer'2015 2018 6.1and 6.2 —
collection and internal audit provided to loq database to facilitate collection 6.1-25 6.1-75 FINMAP Il annual
governments (LGs) 6.2 % of LGs submitting quarterlyg o — 67% 6.2 — 85% report
internal audit reports on time
7. Payroll, financial management, budget, e-{ 7.1 Status of the first stage integration|a2015 2018 7.1 and 7.2 —-FINMAP
public investment and debt management P| PFM systems 7.1 —| 7.1 = Sourcd !ll annual report
systems integrated, along with improved secu 7.2 9 of security audit recommendationsntegration data
and data management implemented agreed integrated
72-77% with IFMS
7.2 -95%
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8. Internet web portal for public sector tendi 8.1 % of contracts audited by value tha2015 2018: 8.1t0 8.4 - PPDA
introduced, and capacity of officials responsilde | are rated satisfactory 8.1-24% 8.1 - 60% annual report
procurement strengthened to improve complial 8.2 %  of  procurement  audjt8.2 — 57% 8.2 - 80% 8.5 FINMAP IIl annual
with regulations recommendations implemented 8.3-3,068 |83-8000 | report
8.3 Number of notices placed on they 4 — 249% 8.4 — 46%
Public Procurement and Disposal 05 _ 10 8.5-60
Public Assets Authority (PPPDA)
procurement portal
8.4 % of PPDA in the Performange
Monitoring Department with procurement
qualifications
8.5 Number of MDAs implementing the
e-procurement system
9. PFM Regulations and Treasury Instructiq 9.1 Status of New PFM Regulations an@015 2018 9.1 and 9.2 — FINMAP
revised in line with the 2015 PFM Act, wif Treasury Instructions (TI) 9.1 PFM| 9.1 PFM Il annual report
improved administrative sanctions to prom{ 9.2 Status of revised Public ServicRegulations | Regulations
compliance. Standing Orders with clear disciplinafydraft  under| and Tl
procedures for PFM compliance linked [taliscussion. approved &
performance contracts. 9.2 — No| disseminated
action 9.2-—
Approved &
disseminated
10. Capacity building and risk managemq 10.1 % of internal audit repor{s10.1 — 65% 10.1-100% | 10.1 and 10.2 —
systems introduced for internal audit, reporting § submitted within the stipulated timeframe10.2 — 15 10.2 — 90| FINMAP Il annual
follow up of recommendations. 10.2 Number of staff (by sex) trained jn (target % of| report
conducting risk based audits women to be
decided)
11. Regional offices, tools for IT audits al 11.1 Number of regional OAG offices2015 2018 11.1and 11.2 —
capacity building provided to strengthen t constructed 111-1 11.2-3 FINMAP Il annual
independence and role of the Auditor Gener{ 11.2 % of auditors with professional11.2 — 34% 11.2 — 42% report
Office (OAG) certification (including on gender audit)11.3 - 39 11.3-70 11.3 — OAG annual
in OAG (disaggregated by sex) report
11.3 Number of forensic and special
audits completed
12. Parliamentary Information System develope¢ 12.1 Status of the Parliamentar?2015 2018 12.1t0 12.3 — FINMAP
track and follow up on audits and provision of PR Information system 12.1 System 12.1 New/| lll annual report
training materials for Public Accounts Committ{ 12.2 Number of MPs trained on PFMunder design | system in use
(PAC) members and support staff issues 122-0 12.2-10 (to
12.3 Number of Treasury Memoran@la2.3 -0 be confirmed)
issued by Parliament 12.3-4
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