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1 Executive Summary  

In the past, banks percieved the agricultural sector as a high risk venture and therefore 

could not easily offer credit to borrowers involved in the agricultural value chain. To 

address the funding gap in the agricultural sector and increase the sector’s access to credit, 

the Government of Uganda (GoU) established the Agricultural Credit Facility (ACF) to 

support investments in value addition and mechanization which would increase the 

sector’s productivity and improve farmers’ income levels. 

In line with the ACF’s objective, the report for this quarter has adopted the theme of 

“unlocking Uganda’s agricultural sector potential through financing value addition”.    

Cumulatively, ACF has extended credit amounting to UGX 138.68 billion to ninety-nine 

(99) beneficiaries engaged in value addition in various agricultural sub-sectors including, 

dairy processing, horticulture, tea processing, coffee processing, processing of poultry 

products, edible oil extraction and grain processing, among others. 

Since 2010, the ACF cumulative loan book has grown by UGX 690.51 billion,  from UGX 

21.02 billion to UGX 711.53billion in disbursements extended to 2,670 eligible projects 

across the country as at September 30, 2022. The cumulative GoU contribution refinanced 

to the PFIs stood at UGX 360.77 billion during the same period.  

Block Allocation under the ACF has played a pivotal role in unlocking access to finance by 

micro and small-holder farmers where UGX 10.43 billion had been disbursed to 1,527 rural 

farmers countrywide as at September 30, 2022. The beneficiaries under this arrangement 

constituted 57 per cent of the projects financed under the ACF. During the quarter ended 

September 30, 2022, a total of UGX 16.61 billion was disbursed to 342 new beneficiaries of 

which 264 (77 per cent) beneficiaries were under Block Allocation.  

Block Allocation permits the PFIs to on-lend microfinance loans of up to UGX 20 million to 

individual farmers based on alternative collateral such as chattel mortgages, cashflow-

based financing and character-based loans among others. This has enabled access to 

finance by the disadvantaged especially women and youths. During the period, 30 per cent 

of the beneficiaries under Block Allocation were women.  
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2  Scheme Funding  

During the quarter ended September 30, 2022, GoU remitted UGX 12.50 billion to BoU to 

bring the cumulative funding from Government since inception to UGX 241.18 billion. 

Funds amounting to UGX 239.38 billion were transferred to the ACF capital account for 

refinancing the PFIs, while UGX 1.8 billion was to cater for marketing and audit fees for 

the Scheme.  

The capitalisation of UGX 239.38 billion together with the reflows (repayments from PFIs) 

of UGX 240.81 billion have supported cumulative lending of up to UGX 360.77 billion as 

GoU contribution. This has been matched with PFIs' contribution of UGX 350.76 billion to 

bring total lending under the ACF to UGX 711.53 billion as of September 30, 2022.   

Figure 1 below highlights a breakdown of the cumulative GoU remittances to BoU and the 

respective allocation as at September 30, 2022. 

 

Figure 1:  Cumulative GoU remittances to BoU 
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3 Performance during the quarter ended September 30, 2022 

During the quarter, 301 loan applications worth UGX 76.87 billion were received out of 

which 79.73 per cent were under the Block Allocation arrangement (loans not exceeding 

UGX 20 million). The loans approved amounted to UGX 16.36 billion with a corresponding 

GoU contribution of UGX 8.18 billion. Disbursements stood at UGX 16.61 billion out of 

which the corresponding GoU contribution was UGX 8.13 billion extended to 342 

beneficiaries. There was a 33.7 per cent decline in the value of loans disbursed in the quarter 

compared to the last quarter which is attributed to delays by the PFIs to submit claims to 

BoU for reimbursement of the GoU contribution.  

Although there was a decline in disbursements, uptake by MSMEs increased from UGX 

2.53 billion in the previous quarter to UGX 4.92 billion in the quarter under review. The 

beneficiaries also increased from 230 to 302 accounting for 88 per cent of the total number 

of beneficiaries that were financed during the quarter. Performance of Block Allocation 

more than doubled from UGX 903.50 million in the previous quarter to UGX 2.56 billion 

disbursed to 264 beneficiaries in the quarter ended September 30, 2022.  

Under Block Allocation, PFIs are permitted to lend up to UGX 20 million to each borrower, 

using alternative collateral such as cashflows, borrower’s credit history and chattel 

mortgages other than the registered collateral usually required under conventional 

banking.  The increase in uptake under Block Allocation was also attributed to aggressive 

marketing and publicity of the scheme by BoU targeting the smallholder farmers,  through 

engagements such as the seeds of gold farm clinics with the collaboration of Nation Media 

Group as well as farmer exhibitions.  

Loans amounting to UGX 10.24 billion remained committed as GoU contribution, pending 

fulfilment of pre-disbursement conditions by the PFIs before refinancing could be made by 

BoU.  Recoveries made from the PFIs during the quarter amounted to UGX 10.14 billion 

and the total outstanding loans due from the PFIs (GoU contribution) stood at UGX 119.96 

billion which is 33 per cent of the loans refinanced to the PFIs as at September 30, 2022. 

This implies that 67 per cent of the loans disbursed to the PFIs have been repaid pointing 

to a good loan recovery rate. During the quarter, UGX 732 million was recovered from two 

previous non-performing loans (NPLs) which reduced the NPLs from UGX 4.77 billion to 
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UGX 4.04 billion with an NPL ratio of 1.1 per cent. The rest of the outstanding loans are 

still within maturity. 

 
Summary performance of ACF during the quarter ended September 30, 2022, in 
comparison with the previous quarter 

  

  

  

  

 
 

Number of Loan 
Applications Received 
 
September 2022: 
301 
 
June 2022: 250 

Value of New Loan 
Applications 
 
September 2022: 
UGX 76 billion 
 
June 2022: UGX 9.6 
billion 

Number of New Loan 
Applications Approved 
 
September 2022: 166 
 
June 2022: 55 
 

Value of Loans Approved 
 
September 2022: 
UGX 16.4 billion 
 
June 2022: UGX 16.5 

Number of Loans 
Disbursed 
 
September 2022: 
342 
 
June 2022: 267 

Value of Disbursements: 
 
 September 2022: 
UGX 16.6 billion 
 
June 2022: UGX 25 
billion 

Value of Block Allocations 
Disbursed:  
 
September 2022: UGX 2.6 
billion 
 
June 2022: UGX 903 million 

No. of Block Allocation 
projects Financed 
 
September 2022: 
264 
 
June 2022: 205 
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4 Cumulative disbursements since inception  

Cumulatively since inception, BoU has received 3,039 loan applications from the PFIs with 

a total value of UGX 1.13 trillion out of which a total of 2,670 loan applications were 

processed and funded to a tune of UGX 711.53 billion. The funded projects represent 88 

per cent of the total number of applications received at BoU. Over the last thirteen years, 

ACF has registered increased demand as evidenced by the increase in applications as well 

as absorption. This is a result of several factors such as the aggressive marketing and 

publicity strategies employed by BoU to inform the public about the availability of 

affordable credit under the scheme. These strategies include; collaborating with the Nation 

Media Group in the country-wide seeds of gold farm clinics, participating in farmer 

exhibitions, undertaking radio and Tv talk shows as well as publications in print media 

and farmer magazines. The introduction of Block Allocation which allows access to finance 

for micro borrowers has greatly increased the uptake of the ACF funds.    

The cumulative GoU contribution towards loan disbursements accounted for UGX 360.77 

billion and this was matched with UGX 350.76 billion from the PFIs. The funds have been 

extended to on-farm activities, agro-processors and large off-takers that provide small-

scale farmers with market access, inputs and post-harvest handling facilities. 

 Table 1: below shows the movement in disbursements per year since inception.  

Table 1: Cumulative disbursements per year and the proportion of GoU&PFI contribution  

YEAR  
CUMULATIVE TOTAL 
DISBURSEMENTS (GoU+PFI) 
UGX 

Cumulative GoU 
contribution  

UGX 

Cumulative PFI 
contribution 

UGX 

2010  21,023,475,000   10,511,737,500  10,511,737,500 

2011  52,559,704,776  25,851,485,067 26,708,219,709 

2012  86,345,018,933  41,881,471,047 44,463,547,886 

2013  118,532,643,425    57,975,283,293 60,557,360,132 

2014  150,154,554,535  73,786,238,848 76,368,315,687 

2015  179,021,755,565    88,219,839,363 90,801,916,202 

2016  208,421,339,003    102,919,631,082 105,501,707,921 

2017  236,616,898,747    117,385,592,954 119,231,305,793 

2018  268,875,826,761  134,794,556,961 134,081,269,800 

2019  408,623,581,891    207,031,690,525 201,591,891,366 

2020  581,269,049,778  294,963,824,469 286,305,225,309 

2021  660,501,577,292    335,244,788,226 325,256,789,066 

2022 711,530,012,892    360,767,006,026 350,763,006,866 

Source: BoU-ACF data 
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From the table above, the uptake of funds under the ACF has been increasing year by year 

and the increased absorption was further driven by the introduction of the grain facility 

component under ACF in 2015. Under the grain facility, grain traders access working 

capital to purchase grain from farmers thereby creating market opportunities for the 

farmers’produce.  
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5 Gender Accessisiblity to ACF  

 In terms of gender utilisation of ACF, the males dominated uptake with 1,681  representing 

63 per cent of the total number of beneficiaries under the ACF.  On the other hand, 553 

females had received funding under the ACF accounting for  21 per cent of the total 

beneficiaries while 436 companies and farmer groups constituted 16 per cent.  

The biggest portion of the funds (UGX 593.00 billion ) was disbursed to companies and 

farmer groups while the males utilised the second highest amount with an uptake of up to 

UGX 104.15 billion. There was very low absorption by women only utilising UGX 14.39 

billion of the total funds on-lent under ACF as at September 30, 2022.    

 
Figure 2:  Gender distribution of ACF funds 

Source: BoU-ACF database  

Although utilisation by women is still low especially in terms of the value of loans extended 

to them, there is an increase in the numbers and this is because of Block Allocation which 

caters for the needs of this category of farmers that mostly lack the registered collateral to 

secure loans. 

0
100,000,000,000
200,000,000,000
300,000,000,000
400,000,000,000
500,000,000,000
600,000,000,000
700,000,000,000

0
200
400
600
800

1,000
1,200
1,400
1,600
1,800

Male Female Other(
companies&Partnerships)

To
ta

l L
oa

n 
Am

ou
nt

N
um

be
r o

f B
en

ef
ic

ia
rie

s

Category

Accessibility in terms of gender 

Loan Amount Number of beneficiaries



Agricultural Credit Facility Progress Report as at September 30, 2022 – “Unlocking agricultural 
sector potential through financing value addition” 

  8 

 

6 Block Allocation – Financing Micro and Small Enterprises Engaged in 

Agriculture Value chain 

The introduction of the Block Allocation arrangement under the ACF in which loans of up 

to UGX 20 million are extended to smallholder farmers using non-traditional collateral 

requirements rather than registered collateral, continues to demonstrate that it is a good 

avenue for smallholder farmers to access credit under the ACF. This is demonstrated by an 

increase of UGX 1.66 billion in the loans disbursed during the quarter from UGX 903.50 

billion as at  June 30, 2022, to UGX 2.56 billion disbursed in the quarter ended September 

30, 2022. This represents a 184 per cent increase in uptake by the smallholder farmers under 

the Block Allocation arrangement. The beneficiaries under this arrangement also increased 

from 205 in the previous quarter to 264 financed during the quarter ended September 30, 

2022,  accounting for 77 per cent of the total number of beneficiaries that received financing 

during the period. The financing was mainly extended for acquisition of agro-inputs such 

as fertilizers and pesticides. 

Cumulatively UGX 10.43 billion had been extended to 1,527 rural farmers under the Block 

Allocation arrangement with 42 per cent of the total number of beneficiaries coming from 

Northern Uganda. Table 2 below shows the uptake of Block Allocation by region as at 

September 30, 2022.  

Table 2: Regional Utilisation of Block Allocation as at September 30, 2022 

Region No. of 
beneficiaries 

%age number of 
beneficiaries per 
region 

Total Loan 
Amount (UGX)-
PFI&GoU 

GOU Contribution 
(UGX) 

%age in Amount 
disbursed per 
region 

Eastern 29 1.9% 483,500,000 287,450,000 5% 

Northern 648 42.4% 615,212,000 331,606,000 6% 

Central 234 15.3% 2,110,191,587 1,206,195,794 20% 

Western 616 40.3% 7,223,200,000 3,945,300,000 69% 

Total 1,527 100% 10,432,103,587 5,770,551,794 100% 

Source: BoU ACF data 

Despite the North registering the highest number of beneficiaries under the Block 

Allocation arrangement, the value of loans to the region remains low with only UGX 615.2 

million disbursed as at September 30, 2022. This is because the beneficiaries are micro-

borrowers with loan amounts ranging from UGX 100,000 to UGX 500,000 to finance agro-

inputs like pesticides and fertilizers. There is a need to further conduct awareness 
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campaigns in the Northern and Eastern regions of the country to sensitise the public on the 

availability of the Block Allocation arrangement in accessing credit under the ACF. This 

transformational innovation does not only have the potential to broaden financial inclusion 

but revealed the ability to cause gender equity in access to finance. This is evidenced by the 

fact that up to 30 per cent of the beneficiaries under Block Allocation, were females with a 

total of UGX 1.39 billion extended to them as at September 30, 2022. The majority of the 

females who accessed funding under Block Allocation were from Northern Uganda, 

demonstrating that the innovation addresses some of the gender barriers faced by women 

in accessing credit from financial institutions.  Table 3 and Figure 3 below show the gender 

utilisation of ACF under the Block Allocation arrangement as at September 30, 2022.  

  

Table 3: Utilisation of Block Allocation by Gender 

Gender No. of 
beneficiaries 

% number of 
beneficiaries per 
gender 

Total Loan 
Amount 
(UGX)-
PFI&GoU 

GOU 
Contribution 
(UGX) 

% disbursed 
per gender 

Male 1,040 68.1% 8,622,309,587 4,754,154,794 83% 

Female 462 30.3% 1,389,794,000 779,397,000 13% 

Others(groups, 
coops, joint 
businesses) 

 
25 

 
1.6% 

 
420,000,000 237,000,000 4% 

Total 1,527 100% 10,432,103,587 5,770,551,794 100% 

Source: BoU-ACF data  

 
Figure 3:  Gender Utilisation of Block Allocation by number of beneficiaries 

 
Source: BoU-ACF data  
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7 Cumulative Utilization of Funds under the Scheme  

Whereas ACF was set up to promote mechanisation, commercialisation and value addition 

through agro-processing, the scheme has evolved over the years to address the financing 

needs of the smallholder farmers who constitute over 70 per cent of the sector and are 

mainly engaged in primary agriculture. The eligibility criteria, therefore, were amended to 

include financing for agricultural inputs and farm expansion as well as the introduction of 

the grain trade.  

Table 4 below highlights the areas funded under the ACF as at September 30, 2022.  

Table 4: Areas funded as at September 30, 2022 

FUNDED ACTIVITY 
No. OF 
PROJECTS 

TOTAL LOAN 
AMOUNT  

GOU 
CONTRIBUTION 

 
PFI 
CONTRIBUTION  

UGX UGX UGX 

On-farm Activities 
                                                                                                                             

2,301 222,200,801,823 115,831,283,824 106,369,517,999 

Financing working capital 
for grain trade 206 261,686,204,444 130,851,102,222 130,835,102,222 

Agro-processing (value 
addition) 

99 138,677,414,116 69,327,004,527 69,350,409,589 

Post-harvest management  64 88,965,592,505 44,757,615,454 44,207,977,051 

TOTAL 2,670 711,530,012,888 360,767,006,027 350,763,006,861 

Source: BoU-ACF data 

 
On-farm activities received the highest amount totaling UGX 222.20 billion disbursed to 

2,301 beneficiaries, accounting for 31 per cent of the total amount of loans disbursed as at 

September 2022. These were largely smallholder farmers and micro borrowers engaged in 

primary production who benefited under Block Allocation. Their financing needs 

included; acquisition of tractors for land opening to increase productivity, farm 

improvement through installation of better farm structures like valley dams, fencing, 

restocking and purchase of agricultural inputs.  

 
  Over the last two years, on-farm activities have attracted increased demand for financing 

due to the amendments to the eligibility criteria to allow smallholder farmers access to 

credit through Block Allocation. A study by the World Bank on the impact of ACF lending 

on 425 ACF beneficiaries, done in 2021, revealed that 90 per cent of the beneficiaries had 

shown improvement in farm productivity as a result of access to  ACF financing. 

Affordable credit under the ACF enabled access to quality inputs, investments in farm 
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infrastructure through acquisition of tractors and other farm implements for 

mechanisation.   

 

 
 
 
 
 
 
 
 
 

 

 

 

 

 

Uganda Farmers’ Crop Industries Ltd, a beneficiary of ACF funding was supported to expand sugar 

cane production and sustain cane supply to the sugar processing plant. The company is located in 

Buikwe district and processes sugar under the brand name “Sezibwa Sugar”. With the support of ACF, 

they were able to open up more 400 acres of land which increased sugarcane production. Currently, 

70 per cent of the sugarcane supplied to the factory is owned by the company while 30 per cent is 

from 350 out-growers. In addition, the company provides support to the out-growers in form of 

provision of seeds, fertilizers and extension services. The company produces approximately 1.2 metric 

tonnes of sugar and has created employment opportunities for the local population and currently 

employs about 300 workers, mainly the youths.  

The sustained sugarcane supply to the sugar mill allows the production of bagasse which is used as 

biofuel for the production of electricity for running the power plant and molasses for the ethanol 

plant. The company hopes to expand the market by producing sugar for export to neighbouring 

countries particularly Kenya, South Sudan and DRC. 
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Figure 4: A section of the Sezibwa Sugar milling Plant 

 
Source: BoU-ACF database 
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Grain trade constituted the highest financed activity with UGX 261.69 billion representing 

37 per cent of the total disbursements made as at September 30, 2022.  Financing grain trade 

was a response to address the bumper harvest that resulted into lack of market for the 

produce. ACF provided the much-needed working capital to the grain traders to facilitate 

mopping up of excess grain from the market. Through this intervention, ACF was able to 

support 206 grain traders including large off-takers that deal with thousands of outgrowers 

thereby providing market for the farmers’ produce.  

 
Furthermore, ACF provides funding for purchase and installation of silos and construction 

of warehouses to alleviate the long-standing challenge of post-harvest management of 

farmers’ produce. By September 2022,  the ACF had financed 64 post-harvest handling 

projects with UGX 88.97 billion.  Investment in post-harvest handling has increased by 54 

per cent under ACF in the last two years, with funds devoted to the construction of 

warehouses and acquisition of silos for storage and purchase of modern equipment for 

cooling, cleaning, sorting, packaging and transportation.  

 
Figure 5: Grain storage facility supported by ACF funding 
 

 

Source: BoU-ACF database 
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8 Unlocking Agricultural Sector Potential Through Value Addition 

Financing. 

Value addition /Agro-processing is one of the key result areas of the ACF and it is the 

primary objective why the scheme was established. It constitutes the third highest financed 

activity under the ACF after grain trade and on-farm activities. An Amount of UGX 138.68 

billion was extended to 99 projects engaged in agro-processing accounting for 19 per cent 

of total financing under the scheme, as at September 30, 2022. Funding extended for agro-

processing increased by UGX 10.63 billion from UGX 128.05 billion as at  June 30,  2022, 

to UGX 138.68 billion as at September 30, 2022.  During the period, UGX 31.32 billion was 

extended towards acquisition of agro-processing machinery and equipment for value 

addition in grain processing, UGX 30.94 billion extended to dairy processing , UGX 16.00 

billion for sugar processing, UGX 15.68 billion for tea processing, UGX 13.35 billion for 

meat processing, UGX 9.88 billion for seed oil processing, UGX 4.74 billion for coffee 

processing and received UGX 3.87 billion for cotton processing. 

 Figure 6 below highlights how financing for value addition was spread across the different 

sub-sectors under the ACF as at September 30, 20222. 

Figure 6: Utilisation of ACF funds for the various subsectors engaged in value addition  

Source: BoU ACF database 
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 From the chart above, most of the financing went towards grain processing and dairy 

processing utilizing 23 per cent and 22 per cent of the total funds disbursed towards agro-

processing respectively. Investment in value addition for key sectors such as dairy, sugar, 

seed oil, grain, fruit and tea processing has increased the value of Uganda’s products for 

both local and export markets.  

Some players in these sub-sectors such as dairy and seed oil  are already exporting their 

products. The achievements are a response to the country’s key concerns of the need to 

move away from exporting low-value raw commodities, to further diversify the export 

basket (in terms of composition and destination) and to harness foreign demand for 

processed agricultural products. Value addition for grain processing has received the 

highest amount of financing for value addition with UGX 31.32 billion disbursed to 30 

beneficiaries engaged in grain processing enterprises across the country. The outbreak of 

the COVID-19 pandemic in the year 2020 coupled with the increasing number of refugees 

in the country, created a demand for food especially maize flour to feed the population 

hence the increased need to invest in value addition for grain processing. Financing was 

extended for acquisition of milling machines for maize, wheat, rice processing and other 

grain commodities.  

The second highest investment in value addition under the ACF was in the dairy sector 

with up to UGX 30.94 billion extended to 21 dairy processing companies. Some of the dairy 

processing projects financed under the ACF have derived some benefits including 

expansion of product range, creation of employment opportunities both directly and 

indirectly as well as market access by the smallholder dairy farmers that supply milk to the 

milk processing plants.  

 

Jesa dairy farm dairy Ltd was financed under the ACF to expand its product range by acquiring a milk 

processing plant for the yoghurt and UHT lines which increased their processing capacity from 

200,000 litres to 450,000 litres of milk per day. Jesa employs over 300 people directly and contributes 

over UGX 4 billion in tax revenues to the country and UGX 10 billion in foreign exchange earnings as 

a result of exporting its products to neighbouring countries. The company has established a strong 

milk supply chain of over 1,200 dairy farmers to whom they supply coolers, extension services and 

inputs like vaccines.  
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Figure 7: A section of the Jesa dairy milk processing plant supported by ACF financing  

 
Source: BoU-ACF database 
 

 
 
 
 
 
 

Amos Diaries Ltd another dairy processing plant supported by ACF owns an export-oriented, modern 

state-of-the-art milk processing plant. The company purchases raw milk from smallholder farmers and 

processes it into casein protein powder and ghee (butter oil) for export to international markets, mainly 

Europe, the US and Asian markets. They source the raw milk from 7,000 – 10,000 smallholder farmers 

through cooperatives and other individual traders and in so doing, they have been able to address the 

challenges of intermittent milk supply, spoilage and high prices occasioned by middlemen actions since 

they contract dairy farmers directly.  Strengthening the demand contributes to increased prices and/or 

volumes for the farmers. Amos Diaries Ltd has created employment opportunities both directly and 

indirectly within the plant and milk supply chains respectively. It employs over 100 people directly with 

several indirect jobs created. The company sales have grown  from UGX 40.55 billion to UGX 95.51 billion 

since starting production in 2017/2018 and these are 98 per cent  exports. The competitive edge of this 

project lies in the fact that products such as casein and whey protein concentrate are not common in the 

Ugandan market yet are highly demanded in the foreign market.  
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Figure 8: One of the dairy farmers' cooperatives supplying milk to Amos Diaries Ltd 

Source: BoU-ACF database 
Source:  
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9 Marketing and Publicity of the Scheme 

During the quarter, BoU participated in several sensitisation engagements and workshops 

and the key among them were; the source of the Nile annual agricultural show, the 

Buganda agricultural expo and the seeds of gold farm clinics. These workshops provide a 

very good platform for BoU to engage with the public as well as key sector players and 

inform them of the availability of financing under the ACF.   

The table below highlights the list of marketing engagements undertaken during the 

quarter ended September 30, 2022.  

Table 5: Marketing Engagements undertaken during the Quarter ended September 30, 2022 

Region  Activity Category Date 

Central Annual financial inclusion forum Workshop/Seminar Jul-22 

Gombe-Kitaasa Sacco Workshop Aug-22 

Buganda agricultural expo Exhibition, Aug-22 

Yalta Youth Think Tank Workshop Aug-22 

Spark TV talk show  Television talk show Aug-22 

Dembe FM  Radio talk show Sep-22 

Seeds of gold farm clinic-Namulonge 
Agric Show& Radio talk 
show Sep-22 

New Faces New Voices Forum Women Group  Sep-22 

Mityana Cultural&Trade Expo Exhibition, Sep-22 

Eastern  Source of the Nile Agricultural Show  Exhibition Aug-22 

Western  

Seeds of Gold Farm Clinic-Kabale  
Agric Show& Radio talk 
show Jul-22 

Mid-western trade fair exhibition  Exhibition Aug-22 

FortPortal Toursim Expo Exhibition Aug-22 

Farmers magazine article  Publication  Sep-22 

Source: BoU-ACF database 
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Figure 9: Farmers in training during the Seeds of gold farm clinic in Namulonge  

 

Source: BoU-ACF database 

During the quarter ended September 30, 2022, BoU utilised UGX 80.10 million to enhance 

the publicity of the scheme. The breakdown of the marketing funds utilization in the 

quarter ended September 30, 2022, is indicated in Table 6 below:- 

Table 6: Utilization of the MoFPED Marketing Funds for the FY ended September 30, 2022 

Particulars/Activity 
Marketing Expenses during the 

quarter ended September 30, 2022 
  

UGX UGX 
Balance as of June 30, 2022   579,664,777 

Workshops/Seminars/Exhibitions 51,800,000   

Adverts on Media-Tv, Radio, Print 13,254,000  

Printing Awareness Raising Material 9,917,400   

Tv & Radio Broadcasts 5,130,000  

Total expenditure as of September 30, 2022  (80,101,400) 

Balance as of June 30, 2022  499,563,377 

Source: BoU-ACF database 
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10 Major milestones of the ACF 

i. ACF has been able to demonstrate the multiplier impact of the government 

contribution by utilising the GoU funding of UGX 239.4 billion together with the 

reflows of UGX 240.8 billion to create a revolving pool of loanable funds of up to 

UGX 360.8 billion. This has been matched by the PFI contribution of UGX 350.8 

billion that facilitated lending of UGX 711.53 billion to 2,670 viable projects. This 

mechanism demonstrates the critical role of the risk-sharing mechanisms of the ACF 

in increasing affordable credit to the agriculture sector. 

ii. Contributed to enhancing financial inclusion through the Block Allocation 

arrangement where 1,527 MSMEs accounting for 57.2 per cent of the total number 

of beneficiaries, accessed funding without the traditional collateral usually required 

by the banking sector. 

iii. Contributed to improving value addition in the agricultural sector through 

extending loans of up to UGX 138.7 billion to 99 agro-processors in the dairy, tea, 

sugar, and grain milling sub-sectors among others.  

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

increased lending to the agricultural sector. This has also been due to other support 

interventions such as the agricultural insurance scheme that cushions some of the 

farmers’ risks and enables them to access agricultural finance. As at June 30, 2022, 

agricultural insured loans by the commercial banks stood at UGX 1.4 trillion 

representing 83 per cent of total sector credit which was reported at UGX 1.7 trillion. 

v.  ACF has supported increased farm productivity by extending credit of up to UGX 

222.20 billion to 2,301 beneficiaries, for the acquisition of farm machinery as well as 

access to farm inputs.  

vi. ACF has extended financing of up to UGX 350.65 billion to 270 large off-takers and 

aggregators in the grain handling industry to acquire working capital for grain trade 

as well as storage facilities. Through this support,  farmers have been linked to the 

markets as well as contributing to reduction in post-harvest losses.  
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11 Major Challenges 

i. Lack of automation for the ACF processes.  

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

tremendously. 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. Lengthy procedure for the write-off of NPLs  

The ACF was designed as a risk-sharing facility, providing guarantee coverage of 

up to 50 per cent on the outstanding principal in the event of borrower default and 

BoU as Fund administrator was expected to write off the loan within thirty working 

days on receipt of the claim from the PFI. The intention was to incentivize PFIs to 

provide loans (co-funded by ACF) to the agricultural sector. The introduction of the 

Public Finance Management Act (PFMA) 2015 (amended) resulted in the revision 

of the procedure for the loan write-off which can now only take place with the 

approval of Parliament. This has lengthened the loan write-off process and thus 

made ACF unattractive to some of the PFIs. 

iii. Non-Participation by some PFIs 

Some PFIs are reluctant to lend ACF loans because they too have agriculture loans 

that they prefer to lend although at a higher interest rate and so they view the ACF 

as a competing facility.  

iv. Exclusion of tier 4 institutions 

Many small-holder farmers belong to tier 4 institutions, which include Village 

Savings and Loan Associations (VSLAs) as well as savings and credit cooperative 

societies (SACCOS) which are not accredited to participate in the scheme. This 

therefore still locks out such farmers.   

v. Limited financial literacy and record keeping especially by the rural farmers 

hinders access to finance and constrains the appraisal process of such borrowers.  
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12 Way Forward 

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

proposed:  

i. Write-off of non-performing loans under the ACF should be limited to 50 per cent 

(the PFIs contribution) of the total outstanding loan in default. This is because the 

other 50 per cent (GoU portion) is is borne by the GoU and the write off is subject to 

the guidelines of the Public Finance Management Act 2015. This will address the 

PFIs’ complaint of the lengthy process of write-off for the loans under the scheme 

since they will only bear 50 per cent of the loan in default.   

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

the smallholder farmers under the ACF through increased awareness campaigns by 

the farmers and the PFIs.   

iii. Review the eligibility criteria of the ACF to allow tier-4 institutions including 

licensed SACCOs to access medium and long-term finance available under the ACF.  

iv. 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.   

v. In collaboration with strategic partners such as Enterprise Uganda, GIZ and FAO, 

there is a need to improve the financial literacy of smallholder farmers, especially in 

records management and business proposal writing.  
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13 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 critical Government intervention and 

private-sector funding. This is complemented by the oversight of the BoU 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 350.77 billion of their funds 

under the scheme with the Government contributing UGX 360.77 billion bringing the total 

loans disbursed to UGX 711.53 billion as at September 30, 2022. In addition, the scheme’s 

repayment rate is remarkable with a non-performing loan ratio of only 1.1 per cent 

compared to 5.3 per cent of the commercial banks. This puts the ACF in a unique position 

to be the best risk-sharing facility to transform the agricultural sector. 

BoU shall continue to support access to finance by the small-holder farmers through 

strengthening and scaling up the Block Allocation arrangement under the ACF which 

allows micro borrowers to access credit without necessarily pledging registered collateral 

usually required by the financial institutions.   
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Appendix 1 Salient Features of the ACF Scheme 

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 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  

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. 

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 financed. The PFIs 
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disburse their funds to eligible projects and subsequently request reimbursement of the 

GoU contribution from BOU.  

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 per the lending policy of the respective 

PFIs.  The loans under the ACF are denominated in Uganda shillings. 

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.  

Loan Term 

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

six (6) months. 

Grace Period 

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

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. 

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. 

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. 
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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. 

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. 

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. 
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