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1 Executive Summary  

The Covid-19 pandemic and measures put in place to mitigate its spread brought several 

sectors of the economy across the World to a halt resulting into decline in production and 

consumption. Uganda’s Agricultural sector was affected as well and its contribution to the 

economy dwindled. In line with the Uganda’s National Development Plan III, the 

Government of Uganda identified Agriculture as one of the key economic sectors that 

needed to be revamped to deliver Uganda’s economy to the middle-income status. 

However, the sector remains largely subsistence with most farmers still using traditional 

and rudimentary farming methods and tools. The Government is pushing for the 

transformation of the sector through commercialisation and modernisation by encouraging 

mechanisation, irrigation and adoption of modern methods of farming. As a key 

intervention towards transforming the agriculture sector, the Agricultural Credit Facility 

(ACF) was established to provide affordable credit to small, medium and large enterprises 

engaged in agriculture, agro processing and grain trade. The objective was to promote 

commercialisation and mechanisation of the Agricultural sector to increase production and 

food security, and to promote value addition to the agricultural products. Consistent with 

the above objective, the report has adopted the theme of “increasing food security through 

mechanisation of the agriculture sector”. In the same vein, farmers and agro-processors across 

the country have accessed funding totalling UGX 239.85 billion extended to 334 projects 

engaged in agro-mechanisation. Financing for mechanisation accounted for 34.51 per cent 

of total financing under the ACF as of June 30, 2022.  

The farm machinery and equipment financed during the period include tractors and 

implements, irrigation equipment, agricultural machinery for primary processing that 

include hatcheries and modern poultry cages, milk coolers, coffee processors, maize 

millers, motorised spray races and pumps.  Acquisition of other farm equipment such as 

coffee driers, generators, seed planters, grinders and mixers, forage cutters, fruit juice 

extractors, and modern fish cages among others were also financed. Over the last twelve 

years, ACF has introduced several developments aimed at expanding financial inclusion 

by unlocking access to finance especially to smallholder farmers who constitute over 80% 

of the agriculture sector in Uganda. These developments include removing the cap on 

financing working capital, and the introduction of Block Allocation where farmers are 

allowed to access ACF up to a maximum of UGX 20 million without necessarily pledging 
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registered collateral normally required in conventional banking. The Block Allocation 

arrangement has enabled smallholder farmers to access agro-inputs, to finance farm 

restocking including poultry and livestock. Lack of collateral, most especially registered 

land titles which financial institutions always require as collateral for lending, used to lock 

out the smallholder farmers from agricultural financing. 

As a result of the above enhancements, cumulative disbursements have grown by UGX 

74.88 billion during the year to UGX 694.92 billion as at June 30, 2022 from UGX 620.04 

billion as of June 2021 with 75 per cent of the number of funded projects belonging to 

micro, small and medium-sized enterprises (MSMEs). This reaffirms the critical role that 

the ACF plays in fostering financial inclusion in the agriculture sector in Uganda. 

During the financial year ended June 30, 2022, disbursements totalling UGX 74.92 billion 

were made compared to UGX 99.75 billion for the year ended June 30, 2021. Although this 

was a 24.93 per cent drop in the value of loans disbursed during the year, the number of 

beneficiaries who accessed financing under the ACF during the year, more than doubled 

from 535 projects in the previous year 2021 to 1,139 projects in the year 2022. The 

beneficiaries are largely micro borrowers with small unsecured loan amounts under the 

Block Allocation arrangement. This explains the disparity between the percentage number 

of loans disbursed and the corresponding value of loans to MSMEs. The cumulative GoU 

contribution refinanced to the PFIs stood at UGX 352.45 billion as of June 30, 2022.  

 Cumulative loan repayments from PFIs totaled UGX 230.66 billion as at June 30, 2022, 

representing 65 per cent of the GoU contribution refinanced to the PFIs. The recoveries 

have enhanced the capital account for on-lending. The distressed loans reduced from UGX 

5.5 billion to UGX 4.78 billion with a non-performing asset (NPA) ratio of 1.4 per cent 

compared to the aggregate ratio of 5.3 per cent for commercial banks.  
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2 Performance during the quarter ended June 30, 2022 

During the quarter ended June 30, 2022, 250 new loan applications worth UGX 9.56 billion 

were received. Of these, 87.6 per cent were from micro, small and medium enterprises with 

loan amounts not exceeding UGX 100 million while 12.4 per cent came from large 

enterprises. Applications received under the Block Allocation arrangement, were 192 

accounting for 76.8 per cent of the total number of applications received. This is an 

indication of the pivotal role the ACF plays in bridging the financing gap and enabling 

access to finance by the MSMEs.  Disbursements totalling UGX 25.04 billion were made 

during the quarter to 267 beneficiaries of which 86.79 per cent were channelled to SMEs. 

Disbursements increased by UGX 15.64 billion during the quarter compared to the 

previous quarter ended March 2022. Disbursements made under Block Allocation also 

increased by UGX 270.3 million to UGX 903.5 million in June 2022 compared to UGX 633.2 

million in March 2022.  Figure 1 presents a summary of the ACF performance for the 

quarter ended    

Figure 1: Summary of ACF Performance during the quarter ended June 30, 2022 

 

 
Source: Bank of Uganda 

250

Loan Applications 
received worth UGX 

9.56 billion

267 loans worth 
UGX 25.04 

Billion 
disbursed

UGX 903.5 
Million  

disbursed to 205 
projects under 

block allocation

UGX 21.40 
billion of GoU 
Contribution 

repaid by PFIs 



Agricultural Credit Facility Progress Report as at June 30, 2022 – Increasing Food Security 

Through Mechanisation of the Agricultural Sector 
4 

 

 

 

Recoveries made from the PFIs during the quarter, amounted to UGX 21.40 billion while 

the total outstanding loans due from the PFIs (GoU contribution) stood at UGX 121.79 

billion which is 34.6 per cent of the loans refinanced to the PFIs as at June 30, 2022. This 

implies that 63.4 percent of the loans disbursed to the PFIs have been repaid pointing to a 

good loan recovery rate. The loans in default stood at UGX 4.78 billion with an NPA ratio 

of 1.4 per cent. This was a reduction from UGX 5.5 billion reported as at March 31, 2022.  

The reduction is as a result of a recovery of UGX 731 million in respect of two loan facilities 

that were previously non-performing.  

Funds totalling UGX 17.35 billion with GOU contribution equivalent to UGX 9.05 billion 

remained committed.  Committed funds result from projects approved by BoU but 

partially disbursed by the PFIs or where the pre-disbursement conditions stipulated in the 

loan offer letters issued to the PFIs are yet to be fulfilled. 
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3 Performance during the year ended June 30, 2022 

At the beginning of the Financial Year 2021/22, the ACF capital Account had a balance of 

UGX 38.18 billion which was reinforced by the Government capitalisation of the scheme 

with UGX 38.1 billion and the reflows from the PFIs of UGX 67.39 billion. This increased 

the total amount on the ACF capital account to UGX 143.67 billion which facilitated the 

refinancing of eligible agricultural projects. During the year, BoU received 1,275 

applications from the PFIs for financing worth UGX 65.82 billion. A total of 1,140 

applications worth UGX 74.88 billion were disbursed with the GoU contribution of UGX 

37.66 billion. There was a 25 per cent drop in loans disbursed during the year compared 

to the previous year. Although there was a decline in disbursements, the number of 

beneficiaries increased from 535 to 1,140 with MSMEs accounting for 90.52 per cent of the 

total funded projects during the year. These are mainly micro loans not exceeding UGX 

100 million to smallholder borrowers including the beneficiaries under Block Allocation. 

The loans are mainly to finance working capital requirements for agro-inputs, primary 

processing among others. The table below presents a summary of the ACF performance for 

the financial year ended. 

Table 1: ACF Scheme Quarterly Performance for the period ended June 30, 2022 

Portfolio Classification 30-Sep-21 31-Dec-21 31-Mar-22 30-Jun-22 

  UGX UGX UGX UGX 

Total Loan Portfolio-UGX (Disbursed) 624,684,739,949 660,501,577,289 669,881,417,289 694,918,537,301 

Cumulative GOU Contribution (UGX) 317,115,669,557 335,244,788,226 339,934,708,227 352,453,268,233 

Total Amount due from PFIs (UGX) 148,259,977,552 142,093,756,558 145,953,728,537 121,791,130,817 

Number of Loan Applications Received 261 491 273 250 

Value of New Loan applications (UGX) 12,037,776,000 13,362,085,000 30,864,860,140 9,559,991,587 

Number of Loans Disbursed 99 232 542 267 

Total Value of Loan Disbursements (UGX) 4,644,750,174 35,816,837,340 9,379,840,000 25,037,120,012 

GoU Contribution - Loan Disbursements  2,322,375,087 18,129,118,670 4,689,920,000 12,518,560,006 

Committed Funds 21,318,105,119 9,133,380,201 14,370,337,701 9,046,106,755 

Repayments - GOU Contribution 5,581,110,709 24,295,339,664 829,948,021 21,395,613,226 

Amount in Arrears (GOU Contribution) 13,284,714,369 18,834,263,694 18,038,221,320 24,205,893,422 

No.of Block Allocation projects Financed 72 164 508 205 

Value of Block Allocations Disbursed (UGX) 105,700,000 715,006,000 316,600,000 451,750,000 

Number of Delinquent Loans 22 22 22 20 

Value of Delinquent loans (UGX) 5,506,898,740 5,506,898,740 5,506,898,740 4,775,563,740 

Source: Bank of Uganda 
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Figure 2: Areas funded during the year ended June 30, 2022 

 
Source: Bank of Uganda 

The on-farm activities received the highest funding of UGX 37.40 billion of the total UGX 

74.89 billion disbursed during the year ended June 30, 2022.  The funded activities include 
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above shows the areas financed during the year.  
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an increase of UGX 41.7 billion from the UGX 25.69 billion collected in the previous year. 

This can be attributed to easing of covid-19 restrictions that saw the economy begin to 
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3.1 Cumulative Government Remittances under the ACF 

Since inception, the government of Uganda has remitted a total of UGX 228.68 billion to 

Escrow account of which UGX 226.88 billion is capital and UGX 1.8 billion is to cater for 

marketing and audit of the Scheme. The cumulative Government remittances of UGX 

226.88 billion together with the cumulative reflows of UGX 230.66 billion from the PFIs 

have supported ACF lending up to UGX 694.92 billion comprising GoU contribution of 

UGX 352.45 billion and PFIs’ match of UGX 342.47 billion. The commercial banks and 

UDBL contribute 50 per cent to each loan on-lent to a farmer or an agro-processor while 

credit institutions and micro deposit-taking institutions contribute 30 per cent of the loan 

value. Figure 3 below highlights a breakdown of the cumulative GoU remittances to BoU 

and the respective allocation as at June 30, 2022. 

 

Figure 3: GoU cumulative funding to the ACF 

 

Source: Bank of Uganda 
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4 ACF portfolio (Loan applications, Disbursements, Repayments and Outstanding 

balances) 

Cumulatively, BoU has received 2,738 loan applications from the PFIs with a total value of 

UGX 1.05 trillion out of which a total of 2,328 loan applications were processed and funded 

to a tune of UGX 694.92 billion representing 85 per cent of the total number of applications 

received at BoU.  The cumulative GoU contribution accounts for UGX 352.45 billion 

matched with UGX 342.47 billion from the PFIs. The beneficiaries include large off-takers 

with out-grower schemes that provide small-scale farmers with market access, inputs, 

post-harvest handling facilities that minimise losses as well as employment opportunities. 

Table 2: below shows movement in disbursements per year since inception.  

Table 2: Cumulative disbursements per year and the proportion of GoU contribution 
disbursed per year  

YEAR  
CUMULATIVE DISBURSEMENTS 

(GOU+PFI) UGX  
DISBURSEMENTS PER YEAR- GOU  

(UGX) 

2010  21,023,475,000   21,023,475,000  

2011  52,559,704,776   31,536,229,776  

2012  86,345,018,933   33,785,314,157  

2013  118,532,643,425   32,187,624,492  

2014  150,154,554,535   31,621,911,110  

2015  179,021,755,565   28,867,201,030  

2016  208,421,339,003   29,399,583,438  

2017  236,616,898,747   28,195,559,744  

2018  268,875,826,761   32,258,928,014  

2019  408,623,581,891   139,747,755,130  

2020  581,269,049,778   172,645,467,887  

2021  660,501,577,292   79,232,527,514  

2022  694,918,537,304   34,416,960,012  

Source: Bank of Uganda 

 

Annual disbursements (GOU portion) have been progressive except in 2021/2022 when the value 

dropped because of COVID-19 pandemic.  This has further been constrained by the prevailing high 

inflation triggered by the Russia-Ukraine crisis where the PFIs have become risk averse to 

extending credit.  Figure 4 below represents the movement in ACF disbursements over the years. 

The growth in the portfolio from 2019 is explained by the increased demand for grain facilities by 

grain traders, especially after the COVID-19-induced lockdowns. 
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Graph 1: Trend in Cumulative Disbursements under the ACF since 2010 

 
Source: Bank of Uganda 
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21.02 52.56
86.35

118.53
150.15

179.02
208.42

236.62
268.88

408.62

581.27

660.5 694.92

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

B
ill

io
n

s

Portfolio Growth



Agricultural Credit Facility Progress Report as at June 30, 2022 – Increasing Food Security 

Through Mechanisation of the Agricultural Sector 
10 

 

Table 3: Cumulative Disbursements, Repayments and Outstanding balances per PFI as at 
June 30, 2022 

 PFI 
CUMULATIVE 
AMOUNT 
DISBURSED  

 CUMULATIVE 
REPAYMENTS  

OUTSTANDING 
BALANCES (GoU) 

  (UGX) (UGX) (UGX) 

Global Trust Bank(U) Ltd 15,000,000 15,000,000 0 

Top Finance Bank Ltd 280,000,000 107,602,211 172,397,789 

Pride Microfinance 296,500,000 133,625,000 162,875,000 

I&M Bank(U)Ltd 949,300,000 949,300,000 0 

Crane Bank Limited* 1,040,000,000 1,040,000,000 0 

Diamond Trust Bank(U) Ltd 1,650,000,000 1,585,000,000 65,000,000 

Finance Trust Bank Ltd 1,920,500,000 411,558,468 1,508,941,532 

Standard Chartered Bank (U) Ltd 2,500,000,000 2,500,000,000 0 

Kenya Commercial Bank(U)Ltd 2,506,770,000 1,449,501,429 1,057,268,571 

Bank of Africa(U)Ltd 5,262,500,000 5,072,500,000 190,000,000 

Opportunity Bank (U)Ltd 7,777,036,800 5,670,749,701 2,106,287,099 

Housing Finance Bank Ltd 8,348,661,183 6,336,131,143 2,012,530,040 

Tropical Bank(U)Ltd 9,050,000,000 6,585,227,274 2,464,772,726 

Absa Bank(U)Ltd 10,827,121,847 4,036,860,791 6,790,261,056 

Centenary Bank Ltd 14,788,010,565 7,522,920,791 7,265,089,774 

Equity Bank(U)Ltd 18,381,149,256 4,290,812,574 14,090,336,682 

Post Bank(U)Ltd 26,000,603,617 18,870,677,678 7,129,925,939 

Bank of Baroda(U)Ltd 31,059,013,329 22,189,674,891 8,869,338,438 

Uganda Development Bank Ltd 36,807,225,597 26,454,690,694 10,352,534,903 

DFCU Bank Ltd 78,416,910,899 51,821,668,209 26,595,242,690 

Stanbic Bank(U)Ltd 94,576,965,139 63,618,636,561 30,958,328,578 

 Total 352,453,268,232 230,662,137,415 121,791,130,817 

  Source: Bank of Uganda 
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5 Utilization of Funds under the Scheme 

The ACF continues to support financial inclusion by enabling access to finance by small-

holder farmers and agribusinesses.  This is demonstrated by the high number of 

smallholder and medium enterprises benefiting from the scheme which accounted for 75 

per cent of the total number of beneficiaries as at June 30, 2022. The loan amounts under 

this category were up to UGX 100 million which includes the unsecured loans for the micro 

borrowers under the Block Allocation arrangement. The microloans ranging from UGX 

100,000 to UGX 20 million are intended to meet working capital requirements for 

smallholder farmers. Table 4 below provides the categorisation of loans disbursed. 

 

Table 4: Categorization of Loans by Size as at June 30, 2022 

Source: Bank of Uganda* Includes borrowers under the Block Allocation 

 

Several projects under various agricultural value chains have been financed by the scheme 

since its inception. The projects funded include on-farm activities, which comprise farm 

improvement projects such as the construction of farm structures like valley dams, 

hatcheries, greenhouses, irrigation systems and excavation of fishponds. Other funded 

projects included the purchase of machinery/equipment such as tractors that facilitate and 

enhance farm production, working capital for grain trade, livestock, and post-harvest 

management such as warehouses, silos and agro-processing. Table 5 below shows a 

breakdown of the cumulative disbursements grouped by activity funded as at June 30, 

2022. 

 

 

 

 

 

Grouping by Amount  Amount GoU Contribution 
Number of 

projects 
 

  (UGX) (UGX)   

0-20,000,000* 7 983 006 950 4 538 003 475 1 270  
1,752 (75%) 

20,000,001-50,000,000 7 073 035 618 3 937 871 009            171  

50,000,001-100,000,000 25 393 881 999 14 075 979 552                      311  

100,000,001-300,000,000 56 563 789 739 30 065 642 339                      303   
576 (25%) 
 

300,000,001-above 597 904 822 995 299 835 771 858                 273  

Total  694 918 537 301 352 453 268 233 
                      

2,328 
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Table 5: ACF Portfolio Grouped by Funded Activities (Projects disbursed by end of June 
30, 2022) 

FUNDED ACTIVITY 
No. OF 
PROJECTS 

TOTAL LOAN 
AMOUNT  

GOU 
CONTRIBUTION 

 
PFI 
CONTRIBUTION  

UGX UGX UGX 

On-farm Activities 
                                                                                                                                                                

1,985 
210,637,510,236 110,041,638,030 100,595,872,206 

Financing working capital for 
grain trade 

184 258,295,704,444 129,155,852,222 129,139,852,222 

Post-harvest Management  67 97,930,821,429    49,540,229,916 48,390,591,513 

Agro-processing (value 
addition) 

92 128,054,501,192 63,715,548,065 64,338,953,127 

TOTAL 2,328 694,918,537,301 352,453,268,233 
342 465 269 068 

 

Source: Bank of Uganda 

 
Figure 4: Areas funded as at June 30, 2022 (Refinanced Activities) 

 
Source: Bank of Uganda 

From Table 5 and Figure 4 above, most of the financing was towards working capital for 

grain trade and on-farm activities, accounting for 37 per cent and 30 per cent of the total 

loans disbursed respectively.  Grain trade and agro-processing attract high loan amounts 

due to the need for high financing requirements by grain traders to be able to mop up the 

excess grain on the market. On the other hand, the on-farm activities constitute the highest 

number of MSMEs, which comprise most of the agricultural sector. The financing needs of 

farmers in this category include farm expansion and improvement, excavation of valley 

dams and acquisition of irrigation equipment, land opening (green fields), inputs for 
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primary production among others.  

5.1 Block Allocation – Financing Micro and Small Enterprises Engaged in Agriculture 

and Agribusiness  

The ACF’s Block Allocation arrangement has demonstrated to be the best channel for the 

smallholder farmers to access Agriculture finance. This is evidenced by the disbursements 

made during the quarter where out of 265 loan applications disbursed, 205 accounting for 

77.36 per cent were under Block Allocation with a total value of UGX 903.5 million. The 

loans disbursed in the quarter under Block Allocation increased by UGX 270.30 million. 

The financing was mainly extended for acquisition of agro-inputs such as fertilizers and 

pesticides. Loan amounts to individual borrowers under this category do not exceed UGX 

20 million, because they are largely unsecured.  

Cumulatively UGX 7.87 billion has been extended to 1,263 rural farmers under Block 

Allocation arrangement. This arrangement allows the PFIs to extend credit to micro 

borrowers using alternative non-traditional collateral such as group guarantees, 

borrower’s credit history, chattel mortgage and others. The loans under block allocation 

were mainly advanced through PBUL, DFCU, CERUDEB, EBUL and PML. Financing to 

farmers in this category has been extended to four main areas: cattle restocking for dairy 

and beef production, poultry farming, agricultural inputs and farm infrastructure as well 

as grain trade. The majority of the beneficiaries under Block Allocation are from the 

Northern region, which constituted 51.2 per cent of the total number of projects financed 

as at June 30, 2022. 

 

Table 6: Regional utilisation of ACF funds disbursed under block allocation as at June 30, 
2022 

Region No. of 
beneficiaries 

%age 
number of 
beneficiaries 
per region 

Total Loan 
Amount 
(UGX)-
PFI&GoU 

PFI 
Contribution 
(UGX) 

GOU 
Contribution 
(UGX) 

%age in 
Amount 
disbursed per 
region 

Eastern 20 1.6% 346,500,000 127,550,000 218,950,000 4% 

Northern 647 51.2% 600,212,000 276,106,000 324,106,000 8% 

Central 94 7.4% 1,456,800,000 577,300,000 879,500,000 19% 

Western 502 39.7% 5,464,200,000 2,406,400,000 3,057,800,000 69% 

Total 1,263 100% 7,867,712,000 3,387,356,000 4,480,356,000 100% 

Source: Bank of Uganda 
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Figure 5: ACF Regional Utilisation for Block Allocation as at June 30, 2022 (Number of 
Beneficiaries) 

 
Source: Bank of Uganda  

Although the corresponding value of loans disbursed to the Northern region appears low, 

these are micro loans ranging from UGX 100,000 to UGX 500,000 to finance farm inputs like 

pesticides and fertilizers for farmers in the region.  

This continuous improvement is a testimony that BoU through the ACF is committed to 

ensuring that small-holder farmers and agribusinesses who constitute the majority of the 

agriculture sector in Uganda but cannot meet the stringent collateral requirements like land 

titles are helped to access agriculture finance. 

5.2 Regional Uptake of funds under the ACF  

In terms of fund uptake, the Central (49.7%), Western (23.2%) and Eastern (22.6%) have 

utilised most of the financing under the ACF Scheme. Financing in these regions was 

extended for agro-processing to the projects engaged in value addition of poultry products, 

grain trading and grain processing, acquisition of infrastructure for post-harvest handling, 

acquisition of dairy processing and sugar processing machinery.  The central region has a 

higher level of commercialisation of agriculture because of factors such as availability of 

registered land and good land tenure system among others which attract funding from the 

banks. The low uptake of the funds in the Northern region is occasioned by the land tenure 

system where most of the land is communally owned and therefore farmers are not able to 

secure land titles required by the PFIs for lending. The introduction of Block Allocation 
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arrangement under the ACF has provided a solution to farmers constrained by a lack of 

collateral to access financing under the ACF. As a result of the Block Allocation arrangement, 

the Northern region has the highest number of beneficiaries accounting for 51.2 per cent. The 

beneficiaries are spread across the districts of Gulu, Lira, Apac, Oyam, Amuria, Nwoya and 

Amolatar where loans have been extended to purchase tractors and to provide working capital. 

Table 7 and Figure 6 below highlight the uptake of the ACF funds per region.  

Table 7: Regional distribution of the ACF funds as at June 30, 2022 

REGION 

Total Loan 
Amount 
(UGX)-PFI 
&GoU 

No. of 
beneficiaries  

% age number of 
beneficiaries  

PFI 
Contribution 
(UGX) 

GOU 
Contribution 
(UGX) 

% of Amount 
disbursed per 
region 

Central 345,451,091,388 610 26.2% 172,003,067,547 173,448,023,842 49.7% 

Western 160,889,047,297 882 37.9% 76,735,670,038 84,153,377,259 23.2% 

Eastern 157,107,392,529 102 4.4% 78,311,408,440 78,795,984,089 22.6% 

Northern 31,471,006,087 736 31.6% 15,415,123,043 16,055,883,044 4.5% 

Total 694,918,537,301 
                  

2,330 100.0% 342,465,269,068    352,453,268,234 100% 

 Source: Bank of Uganda 

 

Figure 6: Uptake by total loan amounts extended per region by number of beneficiaries  

 

 

 Source: Bank of Uganda 
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From the chart above, the Western region has had the highest number of beneficiaries followed by 

the Northern region with most of the borrowers benefiting under the Block Allocation. These are 

followed by the Central and Eastern regions with 26.2 per cent and 4.3 per cent respectively.  

In terms of the value of loans extended, the Central, Western and Eastern regions have 

utilised the highest amount of loans due to the size of loans accessed by borrowers that are 

largely engaged in commercial farming and agro-processing. 

6. Promoting Food Security through Mechanization 

Agriculture mechanisation is the process of using agricultural machinery to impact on 

production, distribution and utilization of a variety of tools, machinery and equipment for 

the development of agricultural land, planting, harvesting and primary processing. The 

focus is on improving agricultural techniques to enhance labour efficiency and increase 

production and productivity. The result would be to increase profitability of the 

agricultural sector and ultimately increase food security. Mechanisation of the agricultural 

sector is a key priority area under the National Development Plan (NDP) III for 

transforming the sector by the year 2040.  

The ACF is well aligned with the above government strategy given that one of its core 

objectives is to promote mechanisation of the agriculture sector by providing affordable 

credit to farmers to acquire agricultural machinery and equipment.  To ease access to 

finance under the scheme especially by the small-holder farmers, the machinery and 

equipment to be financed, forms primary security or collateral for the loans to the farmers. 

 A total of UGX 239.85 billion has been on-lent to 334 beneficiaries for mechanisation under 

the ACF, including 123 (36.8 percent) small-holder farmers with loan sizes not exceeding 

UGX 100 million. The value of loans disbursed towards mechanisations, accounts for 34.51 

per cent of the total loans on-lent under the ACF. The areas financed include acquisition of 

tractors and their implements, purchase and installation of irrigation equipment, 

agricultural machinery for primary processing that include; hatcheries and modern poultry 

cages, milk coolers, coffee processors, maize millers, motorised spray race and pumps. 

Other farm equipment such as coffee driers, generators, seed planters, grinders and mixers, 

forage cutters, fruit juice extractors and modern fish cages have also been financed. Table 

8 and Figure 7 below show areas financed under mechanisation as at June 30,2022. 
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Table 8:    Areas financed under mechanisation as at June 30,2022 

Enterprise funded Number Total loan GoU contribution %Amount 

  (UGX) (UGX)  

Irrigation equipment 16 7,134,000,000 3,576,975,000 3% 

Primary processing 135 151,405,080,040 75,945,956,691 63% 

Tractors and Implement 133 33,485,847,517 17,471,710,907 14% 

Others (seed planters, mixers, coffee driers etc.) 50 47,825,124,953 24,524,279,240 20% 

Total 334 239,850,052,510 121,518,921,838 100% 

Source: Bank of Uganda 

 

Figure 7: Areas financed under mechanisation as at June 30,2022 

Source: Bank of Uganda 

 

From the chart above, primary processing constituted the highest amount of financing with 63 per 

cent of total financing under mechanisation. Primary processing is a critical component in post-

harvest management in agriculture. It facilitates removal of excess moisture from produce, reduces 

bulk and increases shelf life of the produce. It also facilitates preservation and transportation of 

perishables such as milk, fruits and vegetables hence minimising on wastage and the farmer can 

then negotiate for a better price from agriculture middlemen. Acquisition of tractors and 

implements received the second highest funding under the ACF, utilising 20 percent of the total 

financing extended for mechanisation. Most of the beneficiaries are the small-holder farmers 
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seeking to increase their farm output and productivity and this is consistent with the 

scheme’s objective of transforming the sector from subsistence production to commercial 

production through mechanisation.   

 

7. Marketing and Publicity of the Scheme  

As Fund administrator, BoU is charged with the responsibility of marketing the scheme 

and ensuring that there is increased awareness among the population with the end 

objective of increasing uptake of the ACF funds. 

In the execution of this mandate, BoU involves all the stakeholders in the agricultural 

value-chain and these include the public sector, policy makers in Ministries, Departments 

and Government Agencies (MDAs), farmer-based Non-Government Organisations and 

farmer groups as Media houses. We have also had collaborations with Development 

partners such as GIZ and FAO who have provided partial financing for some of our 

marketing activities as well as support through capacity building for farmers and the youth 

engaged in farming to make them bankable. 

During the quarter, BoU undertook several activities that include but not limited to; radio 

talk shows across the country, townhall meetings where we engaged with district 

leadership, exhibitions, workshops, meetings with various policy makers and influencers, 

featured articles in the print media and magazines and attended the annual agricultural 

awards in the central and Northern regions. These activities offered a good opportunity to 

engage with value chain actors and key sector players in the agriculture sector.  
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Figure 8: Sensitising the public on the ACF & the Small Business Recovery Fund during a 

radio talk show in the Eastern Region  

 

Source: Bank of Uganda 
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Figure 9: BoU engaging with the Katikiro of Buganda during the 1st Buganda Agriculture and Cooperative 

Exhibition 

 Source: 

Bank of Uganda 

Although the publicity done so far has resulted in an overwhelming increase in demand 

for the ACF funds as evidenced by the increasing number of applications, we recognise 

that there is a need to increase awareness of the ACF, especially in the Eastern and 

Northern regions of the country where there is low uptake. Our marketing strategy going 

forward will target engagements in these regions and involve PFIs because they are key 

drivers of the Scheme uptake. We further intend to continue working with all stakeholders 

especially the private sector players and media houses like the Nation Media Group 

through their regional seeds of Gold Farm clinics and the Vision Group for countrywide 

publicity.   

As at June 30, 2022, BoU had utilised UGX 1.22 billion to enhance the publicity of the 

scheme. The balance of UGX 579.66 million will be utilised to cover the planned activities 

in the marketing plan for the FY2022/2023 for both the ACF and the Small Business 
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Recovery Fund (SBRF). An annual breakdown of the marketing funds utilization is 

indicated in Table 9 below:- 

Table 9: Utilization of the MoFPED Marketing Funds as at June 30, 2022 

Particulars/Activity 

Marketing Expenses during 
the quarter 

  

UGX UGX 

Balance as at July 01, 2021   917,979,862 

Workshops/Seminars/Exhibitions 185,356,492   

Adverts on Media-Tv, Radio, Print 
  

  97,641,493  
  

Printing Awareness Raising Material 2,683,500   

Tv & Radio Broadcasts 
 

 17,493,200   
  

Audit Fees 35,140,400  

Total expenditure as at June 30, 2022 0  (338,315,085) 

Balance as at June 30, 2022  579,664,777 

Source: Bank of Uganda 

 

Going forward, several marketing activities have been planned aimed at sensitising the public 

about the availability of affordable credit under the ACF and consequently increasing the uptake 

of the funds under the Scheme. These activities include radio talk shows, publications in print 

media and stakeholder engagements through workshops. The awareness campaign will continue 

in all regions country-wide. 
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7 Major Achievements of the ACF 

The Scheme has achieved the following: 

i. Extended credit worth UGX 694.92 billion to 2,328 beneficiaries. 

ii. Enhanced financial inclusion through the Block Allocation arrangement where 1,263 

MSMEs accounting for 54.2 per cent accessed funding without the traditional 

collateral usually required by the banking sector. 

iii. Boosted export promotion of agro-processed Ugandan-made products especially in 

the dairy, tea and grain milling among others.  

iv. Increased the level of confidence in the PFIs in agricultural finance resulting in 

increased lending to the agricultural sector. Many financial institutions are willing 

to lend to the agricultural sector ever since the ACF was established. 

v. Increased employment levels as more people are employed in commercial farms 

and other funded projects. A number of farmer groups have been linked to the 

market through the out-growers’ schemes of large aggregator projects financed 

under the ACF. 

vi. Prompted development partners to initiate guarantee packages and agricultural 

insurance to support financial institutions that lend to high-risk areas in the 

agricultural ecosystem. 

vii. ACF has continued to be the source of affordable credit to SMEs involved in the 

agricultural sector and has received several awards to that effect. 
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8 Major Challenges  

i. Lack of automation for the ACF processes.  

Most of the ACF loan process and operations are manual based yet the scheme has 

grown tremendously. The manual process delays the processing of loan 

applications and disbursements of the refinance. To address this, BoU, is currently 

developing an application internally to automate the ACF processes.  

 

ii. Covid-19 Impact  

The effects of the Covid-19 pandemic are still being felt. Most businesses including 

agribusinesses still struggle with low productivity and inability to access the 

market.  Several loans were restructured during the period, which ultimately 

impacted negatively on the expected recoveries.  

 

iii. Lengthy procedure for the write-off of NPLs  

The introduction of the Public Finance Management (amended) Act 2015 resulted 

in the revision of the procedure for the loan write-off under the ACF and this has 

lengthened the write-off process and thus making the ACF unattractive to some of 

the PFIs. 

  

iv. Non-Participation by some PFIs 

Some PFIs are reluctant to participating in the scheme because the ACF products 

do compete with their products and as such they prefer offering their own products 

to the borrowers other than the ACF products. Public awareness will give the 

farmers and other stakeholders more information to demand for the affordable 

ACF loans intended to boost agricultural production. 

 



Agricultural Credit Facility Progress Report as at June 30, 2022 – Increasing Food Security 

Through Mechanisation of the Agricultural Sector 
24 

 

9 Way Forward  

To improve access and utilisation of the ACF, the following recommendations are 

proposed:  

i. Establish a flexible legal framework for the credit guarantee to enable speedy 

processing of loan write-offs.  

ii. Strengthen the Block Allocation model as a means of unlocking access to finance by 

the small-holder farmers under the ACF.   

iii. Design a strategy for tier-4 institutions including licensed SACCOs to access 

medium and long-term finance available under the ACF. 

iv. De-risk the agricultural sector with agriculture insurance to encourage lending to 

agricultural value chains.  There is a need to strengthen the collaboration between 

the Government’s Agriculture Insurance Scheme and ACF to increase the uptake of 

the funds under the scheme. 

v. Provide a holistic support mechanism dealing with the entire production and value 

chains from land rights, quality control, timely provision of inputs, information and 

extension services to post-harvest handling and market linkages.  

vi. Enhance capacity building and skilling in handling lending to agribusiness 

enterprises for staff of the PFIs focusing on value chain risk analysis, appraisal of 

agricultural loans, and loan management.   

vii. In liaison with strategic partners such as Enterprise Uganda, GIZ and FAO we need 

to improve the financial literacy of smallholder farmers, especially in records 

management and business proposal writing.  

viii. The Covid-19 pandemic has brought to the fore the importance of digitalisation and 

the need to encourage farmers and other stakeholders in the agricultural value 

chains to adopt e-technology. Through this, farmers and agribusinesses can 

minimise losses in production and returns in a changing environment. Such 

measures include digital information access via virtual platforms, e-payment 

systems among others.  
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10 Conclusion  

The ACF continues to be one of the key drivers for the transformation of the agricultural 

sector. The success of the scheme is attributed to the critical Government intervention and 

private-sector funding, complemented by the oversight of the Bank of Uganda to create a 

public-private partnership that is cost-efficient to facilitate the provision of the much-

needed medium to long-term financing for the agricultural sector.  This is seen from the 

continued investment by the PFIs through the lending of up to UGX 342.47 billion of their 

funds under the scheme with the Government contributing UGX 352.45 billion bringing 

the total loans disbursed to UGX 694.92 billion as at June 30, 2022. In addition, the scheme’s 

repayment rate is remarkable with a non-performing loan ratio of only 1.4 per cent. This 

puts the ACF in a unique position to be the best risk-sharing facility to transform the 

agricultural sector. 

BoU pledges to continue supporting this initiative through continuous engagement with 

the PFIs to increase lending under the ACF. In addition, as Fund administrators primarily 

responsible for the publicity of the scheme, BoU shall ensure continuous sensitisation of 

the farmers and public on the availability of affordable credit under the ACF.   
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Appendix 1 Salient Features of the ACF Scheme 

a. The Role of BOU  

The key role of BOU under the ACF is that of the administrator.  

The responsibilities include: 

i. Review of the loan applications against the terms and conditions of the scheme 

under the MoA.  

ii. Disburse funds (refinance) to the PFIs in respect of the eligible projects. 

iii. Ensure timely collection of repayments from PFIs and a sound database on the 

lending activities. 

iv. Provide reports and other information to the stakeholders of the scheme. 

v. Ensure repayments of the GoU contribution from the PFIs, which are made on a 

half-yearly basis. 

vi. Create awareness of the ACF  

b. Role of the PFIs 

The PFIs are charged with: 

i. Sensitising the clients on the scheme since they are the first point of contact. 

ii. Appraising/analysing the projects to ascertain eligibility, viability, and feasibility. 

iii. Managing collateral requirements. 

iv. Ensuring the recovery of the loans. The MoA governing the administration of the 

scheme place full responsibility for loan recovery on the PFIs. 

v. PFIs submit reports (on the performance of the projects) to BOU every quarter. 

c. The procedure for Accessing the Fund 

All ACF loan applications are channelled through the PFIs. The PFIs analyse the 

loan requests as per their credit policy to ensure that only eligible projects are 
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financed. The PFIs disburse their funds to eligible projects and subsequently 

request for reimbursement of the GoU contribution from BOU.  

d. Terms and Conditions of Sub-Loans 

The terms and conditions of the scheme are stated in the Memorandum of 

Agreement (2018). Sub-loan amounts are determined based on the assessment 

and appraisal of project viability and genuine credit needs of the clients in 

accordance with the lending policy of the respective PFIs.  The loans under the 

ACF are denominated in Uganda shillings. 

e. Loan Amount 

The maximum loan amount to a single borrower is UGX 2.1 billion. However, 

this amount can be lifted on a case-by-case basis for eligible projects that add 

significant value to the agricultural sector and the economy as a whole, as may 

be determined by the BOU upon justification by the PFI.  

f. Loan Term 

The maximum loan period should not exceed eight (8) years and the minimum 

should be six (6) months. 

g. Grace Period 

The grace period is up to a maximum of three (3) years. 

h. Interest Rate 

The interest rate charged by the PFI to the final borrower under ACF I and III is 

capped at 10 per cent per annum, whereas for ACF II and IV interest rate is 

capped at 12 per cent. The PFIs are not required to pay interest on the GoU 

contribution reimbursed to them. 

i. Facility Fees 

Facility fees charged by PFIs to eligible borrowers should not exceed 0.5 per cent 

of the total loan amount. Legal documentation and registration costs are borne 

by the borrower. 
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j. Eligibility for Refinance/Sub Loans 

 

Eligible Purposes 

Eligible purposes include activities such as commercialisation, modernisation, 

mechanisation and value addition in the agricultural sector at any stage of the 

agricultural value chain. 

k. Eligible Projects 

Eligible projects include the acquisition of agricultural machinery and post-

harvest handling equipment, storage facilities, agricultural inputs that include 

pesticides and fertilizers, land opening, paddocking, and biological assets that 

include banana suckers, fruit seedlings, chicks, piglets, cows and goats for 

restocking the farm, agro-processing facilities, and any other agricultural and 

agro-processing related activities.  

Working capital required for operating expenses is considered provided this 

component does not exceed 20% of the total project cost for each eligible 

borrower. These will include among others; wages for hired farm labour, 

overhead costs like utilities and installation costs, and hiring of specialized 

machinery for farming activities. The maximum loan amount to an eligible 

borrower for biological assets shall not exceed UGX 80 million. 

The scheme does not finance working capital for the purchase of land, forestry, 

refinancing of existing loan facilities and trading in agricultural commodities 

except for grain. 

l.  Financing Grain trade 

The scheme provides financing for working capital and infrastructure for 

projects engaged in grain trading. The terms are as follows: 

The maximum financeable amount to a single borrower is UGX 10 billion and 

the GoU contribution is 50 per cent of the eligible amount for commercial banks, 

MDIs, CIs and UDBL. However, this amount can be lifted on a case-by-case 

basis for eligible projects that add significant value to the agricultural sector and 

the economy as may be determined by the BOU upon justification by the PFI. 
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The maximum tenure of a loan for working capital for an eligible project under 

the grain facility is twenty-four (24) months from the date of disbursement to 

the borrower.  

The maximum tenure of a loan for capital expenditure under the grain facility 

shall be eight (8) years from the date of disbursement to the borrower with a 

maximum grace period of three (3) years. 

The applicable interest rate for loans advanced to finance working capital for 

grain trading under the scheme shall be a maximum of 15% per annum. 

The applicable interest rate for loans advanced to finance capital expenditure 

under the scheme shall be a maximum of 12% per annum. 

 

 

 

 

 


