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1.0 INTRODUCTION
Rt. Hon. Speaker and Hon. Members,

On 4% May 2022, Hon. Richard Sebamala, MP, Bukoto Central in Masaka
District raised a Matter of National Importance in regard to Budget suppression
particularly in the Road Sector where he stated that this has caused
accumulation of arrears to the tune of UGX. 334 miillion per day from
obligations owed to contractors hired by Uganda National Roads Authority
(UNRA). The Rt. Hon. Speaker directed the Committee on Physical
Infrastructure to investigate the matter.

Rules 187 (f) and 189 provide for the jurisdiction and mandate of the
Committee respectively; to cover the sectors of Lands, Housing, Urban
Development, Physical Planning, Works and Transport:

i. examine and comment on policy matters affecting the Ministries covered
by it;

ii. initiate or evaluate action programmes of Ministries and Sectors and

make appropriate recommendations on them; C@\
PUE
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iti.  monitor the performance of Ministries, Departments and Agencies;

iv.  monitor Government compliance with approved plans and programmes;
and

v, monitor the progress on implementation of the sustainable development
goals made by sectors that fall within its jurisdiction. ,%

It is against this background that the Committee proceeded to interrogate the

debts owed by Government to construction companies hired by UNRA and the

attendant interest charged on the Consolidated Fund arising therefrom. The

Committee also concurrently considered a petition to the Rt. Hon Speaker from

Uganda National Association of Building and Civil Engineering Contractors
(UNABCEC) on delayed payment of contractors who are members of the

Association. F g
The committee now presents its report to this House for consideration.




2.0

METHODOLOGY

The Committee:

1.
.

sem

Iv.

3.0

Perused the Hansard of 4 May 2022.
Held a meeting with Ministry of Works and Transport and UNRA.

Held a meeting with Uganda National Association of Building and Civil
Engineering Contractors {UNABCEC).

Held a meeting with the Ministry of Finance, Planning and Economic
Development.

Perused the Public Procurement and Disposal of Assets Act (2003) as
amended and the PPDA guidelines (2014.)

SUBMISSIONS FROM STAKEHOLDERS

The Committee received submissions from stakeholders as follows:

A.

Submission from UNABCEC {Appendix I)

UNABCEC is a non-profit, member driven, National Trade Association of over
396 Contractors, and other organizations engaged in the construction sector in
Uganda. The core purpose of the organization is commitment to improve
performance in the construction industry by championing better regulation

and enhancing operational integrity.

UNABCEC raised the following issues:

Education and Sports; and varioug District Local Governments.
Aﬁkk v
Consequently: M

Delayed payments is the major factor that negatively affects local
contractors. UNRA the major employer of UNABCEC members owes them
over UGX. 500 Billion in arrears as at 11t May 2022. The other
Government entities that also owe UNABCEC members include Ministry
of Works and Transport, Ministry of Water and Environment, Ministry of
Lands, Housing and Urban Development, Ministry of Health, Ministry of

L

a. Some members are losing the security t used to acquire loans to ,
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execute the Government projects.

. Contractors have been frustrated and hindered from performing ongoing

works thus failing to pay workers, taxes and other statutory obligations
like NSSF, msuranc and other partnership commitments. MJNQ
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¢. Uganda Revenue Authority (URA) penalties have overwhelmingly accrued
due to delay of payments of the requisite taxes like VAT.

d. Commercial Banks are losing confidence in government-funded projects
due to contractual breach. This has made the projects less competitive
and more expensive.

e. Continued delay of payments to contractors suppresses related
manufacturing and smaller businesses along the supply chain.

f. There is limited participation of local contractors in Uganda’s public
procurement. This has increasingly exposed Ugandans to exploitation by
foreigners.

g. Government'’s delay to pay Local Contractors has frustrated the growth of
its own national providers, contrary to the objectives of Vision 2040 and
the NDPII.

UNABCEC prayed that:

1 A supplementary budget be approved to enable payment of all
outstanding arrears to contractors.
.  Government through the MoFPED should: M

a. Fast-track the reversal of the budget cut, and reinstate the 40% budget
to those MDAs responsible for infrastructure development.

b. Issue a commitment letter to UNABCEC as a tool to restore confidence in
Banks and other suppliers owed by UNABCEC members until
outstanding payments are made.

¢. Engage the management of Bank of Uganda to relieve pressure on non-
performing loans by contractors. The Bank should allow loan
restructuring to contractors; a moratorium for a given period to relieve
contractors of the burden.

d. Instruct URA and NSSF to negotiate with contractors on flexible payment

terms and allow a grace period to distressed contractors who are just
recovering from COVID-19.

il. Direct Government entities employing construction contractors to
undertake the following short term measures;

d" J&
a. Waiver of liquidated damages. 4"‘ K’%
ti

b. Waiver on extension of performance bondswhile allowing re-negotiati
of existing contracts under an agreed formula based on current increas
in construction inputs. QEE)

. Consider Force Majeure as a last option.
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B. Submission from Uganda National Roads Authority.
Uganda National Roads Authority highlighted the following issues:

. Government decision to suppress the budget for the Financial Year
2021/22 by 40% due to poor revenue performance and effects of COVID-
19 pandemic came when UNRA had already signed contracts that could
not be revoked and or was at advanced stages of procurement.

ii. Some of the contracts were for construction of broken bridges, swamp
crossings and consultancies for projects whose contracts were on going.

. As at 11 May, 2022 deficit stood at UGX. 573.3 Billion and was
accruing interest of UGX. 235.6 million per day at a rate of 15% per
annum.

iv. Interest rates for failure to meet obligations by the employer are
embedded in the respective contracts.

v, 68% of the debt was owed to international contractors and 32% to Jocal
contractors.

vi.  The arrearswere projected to grow to UGX. §85.08 Billion at the end of
the Financial Year 2021/22; with the interest growing to UGX. 240.4

million per day if no efforts were made to clear them. ! - 9

C. Submission from the Ministry of Finance, Planning and Economic
Development (MoFPED)

A !I .
(Appendix 11} ke

MoFPED informed the Committee that:

i. There was delay to pay contractors due to revenue shortfall ansing out of
the COVID-19 pandemic.

. When the issue on delayed payment was received from Parliament, the &
Ministry subsequently requested the Accounting Officers to provide
details of affected contractors including the amount owed to each of

@ them, nationality and evidence of outstanding certificates.

h

Additionally, in the Minister’s letter to the Rt. Hon Speaker Ref. ISS
59/255/01 dated 23 May 2022, the Minister submitted details of the
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affected contractors and outstanding certificates amounting to UGX
840,868,471,074 as submitted by the respective Accounting Officers.

At the time of appropriation of the budget for FY 2021/22 the budgetary
allocations for all votes were premised on the assumption that the
economy would recover and help generate UGX. 22.425 Trillion from
domestic revenues.

However, within the first quarter of execution of the budget, it became
evident that the economy continued to suffer the after effects of COVID-
19 lockdown and Government was expected to record shortfalls in
revenue amounting to UGX 2 Trillion.

During the peak of COVID-19 pandemic, Government had increased its
borrowing to 49.8% of GDP leaving little room to cover revenue shortfall
with debt financing given the 50% of GDP ceiling agreed with Parliament
in the Charter of Fiscal Responsibility.

To accommodate the revenue shortfalls, Cabinet effected a 40%
suppression of the Government of Uganda Budget excluding wage for all
votes. Accounting Officers were accordingly advised to revise their work
plans to avoid over commitment by Government through the
accumulation of arrears of contractors and suppliers.

Since the economy had shown signs of improvement with the re-opening
in January 2022, Government shortfalls were projected at UGX. 1.6
Trillion compared to UGX. 2 Trillion in the first quarter of FY 2021/22.

The Ministry of Finance, Planning and Economic Development therefore
sought a Cabinet decision to unfreeze the Budget suppression of some of
the votes affected by the outstanding obligations to contractors basing on
submissions received from the Accounting Officers as summarized in the
Table below:-




Votes that submitted outstanding Certificates/Invoices to contractors for

consideration.
Table 1
Vote | Vote Name Approved | 40%  cut | Propossd | Justification for reinstatement
Budget {Non-Wage | Amount
{Non and Devt) | (UGX Bn)
Wage and | (VGX Bn)
Devt
{(UGX bn)
016 Ministry of | 575.068 241.988 108.890 | To pay outstanding certificates with
Works and contractors
Transport
019 Ministry  of | 522.792 225.024 131.261 | To pay outstanding certificates on
Water and construction works for various
Environment walter schemes
i13 Uganda 1775.000 | 783.747 352.686 | To pay outstanding certificates by
National Authority with Contractors
Roads
Authority
118 Uganda Road | 503.754 226.417 101.888 | To pay outstanding certificates for
Fund Road Maintenance by Road
Agencies
131 Office of the | 37.732 13.212 6.606 To facilitate audits and contractual
Auditor obligations with various service
General providers
TOTAL 3,414.35 | 1,490.388 | 701.330

Additional Expenditure Limits issued in

r four of FY 2021/22 were

as inTable 2 below:
Vote Vote Name Additional Expenditure Limits (UGX)
016 Ministry of Works and Transport 132,343,860,123
019 Ministry of Water and Environment 101,261,000,000
113 Uganda National Roads Authority 352,686,000,000
118 Uganda Road Fund 101,888,000,000
Total 688,178,860,123

From Table 2 above the roads subsector received UGX 586,917,860,123.




Consequently, the Ministry;

a.

4.0
4.1

Pledged to settle the remaining obligations as first call on the budget for
FY 2022/23.

Advised all Accounting Officers to desist from entering into new contracts
before the clearance of the debts owed to Contractors.

OBSERVATIONS AND RECOMMENDATIONS:

On concerns from the House:

The main concern from the House as referred to the Committee for scrutiny
was; “Delayed payments to contractors leading to high interest charges to
Government”

The Committee observed that:

a.

There was delay to pay Certificates and invoices to contractors hired by
UNRA due to revenue shortfall arising out of the COVID-19 pandemic
which caused arrears with attendant interest of UGX 238.6 Million per
day contrary to UGX 334 Million per day as stated by Hon. Sebamala
Richard; from an obligation of UGX $73.3Bn as at 11t May, 2022,

At the end of FY 2021/22, Ministry of Finance, Planning and Economic
Development had made efforts to release additional UGX
688,178,860,123 for various Votes, under which the Ministry of Works
received UGX 132,343,860,123, Ministry of Water and Environment UGX
101,261,000,000, Uganda National Roads Authority UGX 352,
686,000,000 and Uganda Road Fund UGX 101,888,000,000.

Out of the additional release of UGX 688,178,860,123, the roads
subsector received UGX 586,917,860,123.

The Committee observed that since interim payment Certificates and
invoices are raised from time to time the obligation owed to UNRA by 27t
September, 2022, was UGX 832.026 Bn out of which local contractors’
Certificates and invoices amount UGX 115 Bn. -




The Committee further observed that;

i. There were delays to pay outstanding Certificates and invoices due to the
effects of Covid 19 pandemic which affected revenue collection. This
consequently led to budget suppression by a 40% cut across various
votes.

ii. UNRA’'s delay to pay the arrears would continue to cause Government to
incur nugatory expenditure.

iii. The non-operationalization of the Road Fund to the 2m Generation by
Government has been the cause of the piece meal funding to the Roads
Sector and the delayed payment to contractors.

The Committee therefore recommends that:

a. To avoid payment of accumulated interest, Government should
endeavor to prioritize funds meant for meeting contractual
obligations because the interest rate on arrears of Certificates and
invoices is quite high.

b. In order to curb the ongoing hemorrhage of financial resources from
Government, MoFPED should endeavor to honor its commitment to
clear the debts owed to contractors as a first call in the first quarter
of the following financial year.

¢. Government should prioritize operationalization of the Road Fund as
a second generation fund to address the issues of suppressions in
funding of road maintenaace.

4.2 UNABCEC Concerns li ,:V .
The Committee observed that; M
1. The 40% budget cut to MDAs responsible for infrastructure development

significantly affected their planned outputs which consequently led to
their inefficiency and ineffectiveness. AR R

The Committee therefore recommends that Government increases
funding to the Ministries that were affected by the 40% cut in the

previous year, 2021/22 in order to cover for the deficit accrued in &é‘\ /
'gl’lhe infrastructure development.

1. The Committee observed that UNABCEC being a bridge between the
Construction Industry and Government has been overwhelmed by
¥
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complaints from its Members accruing from delayed payments that have
consequently led to hindrances by contractors to perform on-going works
and other obligations.

The Committee recommends that Government clears all outstanding
obligations to UNABCEC members and other contractors owed. This
will also go a long way in ensuring that the good working
relationship between UNABCEC and Government is maintained.

iv. The Committee further observed that some UNABCEC member accounts
have been seized or frozen by URA due to accumulated tax penalties as a
result of delays to remit VAT with penalties and a monthly 2% interest on
tax arrears.

v. The Committee observed that Commercial Banks who are the main
financiers of the construction industry are losing confidence in
Government funded projects due to contractual breach by Government
making the projects less competitive and very expensive. Further the
pressure from Commercial Banks on the loans undertaken is over
whelming.

The Committee recommends and urges Government clear the
outstanding obligations owed to construction contractors.

4.3 GENERAL OBSERVATION AND RECOMMENDATION @_‘;@
Need to protect Local Contractors

The Committee appreciated the concerns of UNABCEC in regard to the need to
protect the local contractors. It was noted that delayed payments by

Government to local contractors had led to the collapse of many local
companies. o

-

The Committee observed that the collapse of the contractors derailed Uganda’s _
journey towards the achievement of the Sustainable Development Goals (SDG)
1,8 and 9 as well as contradicting the objectives of Vision 2040 and the NDPIII.

SDG 1 advocates for no poverty by 2030 and SDG 8 for decent work and )
economic growth within the same period. The collapse of the contractors leaves

some of them without a source of income, indebted and their former employees

jobless. This predisposes both categories of people to poverty. The collapse of .
the contractors also jeopardizes Uganda’s realization of SDG 9 that advocates,_____?&_
for industry, innovation and infrastructure development 0. The fact that . v




the contractors are unable to deliver on the expected contracts, infrastructure
development is delayed.

The Committee recommends that Uganda should at all times be seen to be
committed to attaining the SDGS to which she is signatory and achieving
its objectives in Vision 2040 and NDPIIL.

5.0 CONCLUSION

The Committee noted that the delay in clearance of Certificates and invoices
was caused majorly by underperformance of revenue collection resulting from
the effects of Covid-19 pandemic which led to budget suppression in various
votes. However, Government made ciforts to clear some of the obligations when
revenue performance improved. Government is therefore urged to always
honour its obligations in time in order to avoid accrued interest and nugatory
expenditures. Government should also prioritize operationalization of the Road
Fund as a second generation fund to address the issues of suppressions in
funding of road maintenance.
f

Rt. Hon. Speaker, Hon. Members,

1 beg to move that this Report be adopted.
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11™ May 2022

Hon. David Karubanga (MP)

Chairperson, Parliamentary Committee on Physical Infrastructure,
Padiasment of The Republic Of Uganda,

Plot 16-18 Parliament Avenue.

P.0 BOX 7178, Kampala, Uganda.

Dear Honorable,
REF: Y| T. NSTRUCTION C

Please refer to your letter Refl: AB 288/499/01 of 068" May 2022 (aitached hereto as ANNEX
1 for ready reference), which was consequent to our letter lo the RT Hon Speaker of the
Parliament of Uganda on the subject matter {Ref: UNAB/ADV/PARU04/2022/007 of the 27°
Aprit 2022 attached as ANNEX 2 harelo).

We thank you for the opportunily extended 1o us (0 present the challenges that our members
are currently facing on govemment of Uganda contracts.

INTRODUCTION:

As you are well aware Hon. Chairman, in the Construction Industry, the privale sector of
consists of two sub-sectors; namely:

1) The Engineering design and Supervision services comprised of Consulting
Engineers, Architects, and Surveyors among other professionals, and

2; The Physical Construclion/iExecution comprised of Contractors, mainly _
represented by Uganda National Association of Building and Civil Engineering
Contractors (UNABCEC) f

Uganda National Association of Building and Civil Engineering Contractors
(UNABCEC) is a 29-year-old non-profit, member-driven, national trade association of over
396 Genuine Conlractors, and other Companies and Organizations engaged in
Construction Seclor in Uganda. Our core purpose is commitment to improve performance
in the Construction Industry by championing better regulation and enhancing operational
integrity.

The association is dedicated to fostering growth and sustainability in the ever-changing

environment of Commercial Construction Conlractors, impraving job site safety, expanding |\
of cutting edge lechnologies and techniques and strengthening the relationships
tween Contractors, Clients and Government. Therefore, being the principle interfa
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between lhe Construcﬁon Industry on one hand the public, developmenl partners and lhe
Government on the other.

CONCERNS:

Hon. Chairman and Members of the Committee, the Contractors are ailling, as they are faced
with grave challenge of delayed payments, especially on Government Projects, which we
bring for your practical interventions.

Delayed payments has been and conlinues (o be the major factor thatis negatively affecting
the Local Contractors. For example, Uganda National Roads Authority (UNRA), whichiis the
major employer of our members in road construction, has over UGX 5008n in arears to
Local Contractors, since January 2021 (Please refer {0 ANNEX 3 herelo). Other MDAs with
delayed paymenis to contractors include, among others; Ministry of Works and Transport,
Ministry of Water and Environment, Ministry of Lands, Housing and Urban Development,
Ministry of Health, Ministry of Education and Sports, and vanious District Local
Governments.

As you witt further appreciate Hon. Chairman and Members of the Commitiee, because of
delayed Payments, the undesired outcomes include but wilthout limit to following:

1} Qur members are losing everything they used as security 1o acquire loans to execute
government projects.

2) By this act (delayed payments), the Contractors have been frustrated and hindered
from performing of ongoing works and other obligations, and have thus been
disallowed from generating requisite revenue to pay workers, taxes and olher stalutory
obligadions like NSSF, insurance, servicing bank loans (wi#h associated compounding
inleresis) and other partnership commilments.,

3) Overwhelming accumulated lax penalties. In that, imespective of the above persistent
challenge, Uganda Revenue Autharity (URA) is continuously harassing our members
on account of delay to remit Value Added Tax (VAT), with penalties and a monthly 2%
interest on tax arrears. URA demands remittance of VAT immediately after generating
an e-invoice of rigk incurring interest. This is yet additional strain on owr members’ cash
Rows, and forced some of their accounts to be seized/frozen by URA and running into
receivership. Other members have failed to gel Transactional Tax Clearances from the
entty, denying lax payers a chance to do business unfairy.

4) Commercial Banks, who are the main financiers of the industry are losing confidence
in government funded projects due to contractual breach by govemment. This
made the projects less competitive hence more expensive.

) The negative effect of delayed payment to Suppliers,
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6) Contnued non-paymenl severely hurts OONSWCUOH oon'npames and Iriggers a
downstream spiral, with the negative effect; suppressing related manufactunng and
smaller businesses along the supply chain.

7) Limited participation of Local Contractors in Uganda's public procurement, which
would have been the bulwark against foreign exploitation, and which is very bad for
the economy.

8) By not paying Local Contractors, government is frustraing the growth of its own

National Providers, which is contrary the objectives of Vision 2040, anx associated
NOP Wl

q,b UGANDA NATIONAL ASSOCIATION OF BUILDING & CIVIL ENGINEERING CONTRACTORS |

Because these factors Hon Chair and Members, Conlractors have lost credibility before
associated stakeholders, because they have been excluded from fair reatment by ils own
government. Hence, our members have been frustrated from fulfilling its commitments and
cannot continue with it operations. since the government is responsible for this grave breach
of trust and its obligations to Contractors—by not paying for works offered; especially
National Providers. A number of contraciors will soon resont to litigation and/or termination
of angoing contracts if nothing is done to immediately change the status quo.

Permit us further, tn draw your attention to selected members who have been severely hurt
by delayed payments. (Please refer o ANNEX 4 herelo)

Honorable members, as you will appreciate, with strained cash flow, our members are up
against the increase in prices of Construction inputs, The skyrockebing prices of Fuel/Diesel,
cement, reinforcements of these major inputs have are additional burden 10 Contractors,
Diesel for example have shot from UGX 3,490 in November 2021 to over UGX 5,400 at the

tall of Apnil 2022; over 53 percentile increase in a space of 8 months, which has affected all |
other construction materials. While Contractors will need deliberate cushion against ongoing I
contracts with government entiies that were signed before the curent inflation, this increase '
in cost of production could have been miligated had payments been timely

RECOMMENDATIONS: |

UNABCEC. recommends the following to cushion our members against the challenges
being faced due to delayed payments:

1) Approval of supplementary budget, 1o enable Ministry of Finance Planning and '
Economic Development to pay all oulstanding arrears to contractors. '

should;
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i ) Fastrack the reversal of the budget cut, and reinsiate the 40% budget culs to
‘ those MDASs responsibie for infrastructure development,
i) Issue a commilment letter to UNABCEC as a tool to restore confidence in Banks

and other Suppliers owed by UNABCEC Members until all outstanding payments
are made,

iii) Engage the management of Bank of Uganda lo relieve pressure on non-performing
loans by Contractors. The Bank should allow loan restructuring to contractors; a
moratorium for 3 given penod lo relieve contractors of the burden, and

iv) Instruct Uganda Revenue Authority (URA) and National Social Security Fund
(NSSF) to negotiate with contractors on flexible payment terms and allow grace
period to distressed contractors who are just recovering for effects of COVID 19.

J) Direct govemment entiies employing construction contractors to undertake the
following short-term measures,

i) Waiver off Liquidated Damages: Because of delayed paymenits, most contractors !
have been and are still struggling to completls ongoing projects by bomrowing :
expensively and in the process going beyond the contract period. In these
circumstances, we find it unfair 1o charge them liquidated damages. It is our

r humble request that liquidated damages arising from delayed payments be waived
i and the period for underperforming contracts be reviewed until the situation returns
to hormal.

i) Waiver on Extension of Performance Bonds: Contractors are struggling lo perform
and because of delay to meet their financial obligations, commercial banks have
become adamant to extend their performance bonds. As a result, some
contractors’ payment certificales have been bounced by these entites because of
expired performance bonds. We request that the extension of performance bonds :
be waived untii when the situation improves. .

) Allow renegotiation of existing contracts under an agreed formmula based on the
current increase in construction inputs since the existing conditions have a direct
impact on projects. “Force Majeure” could also be considered as a last oplion.

CONCLUSION:

Honggable Members, we trust that you know that the Construction Sector represents the’\.
byeckbone of most devesloping economies, as it provides the foundation for infrastructu
elopment, thereby acting as a driver and multiplier for all other economic sectors
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rely " ori sucﬁ irilréstruch:re. Besncies being the 2™ biggesf employmg ihdusny afer
Agriculture, it also contribules more than 12% to the Gross Domestic Product and it is
therefore critbcal that it functions efficiently.

We |herefore believe that the above proposed recommendalions shall enable the sector

AN

Looking lorward to your posilive consideration of the matter. We main.

fAourish without compromising government's agenda,

L S | "':-: N . o ;
Enclosed as ab°ve "‘.—“—w;—-—..m... et e R e

tadl o s

ANNEX 1
ANNEX 2
ANNEX 3
ANNEX 4
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ANNEX 1
Parliament of Uganda’'s Invitation Letter to UNABCEC



ANNEX 2

UNABCEC's Petition to Parliament of Uganda on
delayed payments
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27 April 2022

RT HON. ANITA ANNET AMONG (MP)

SPEAKER, PARLIAMENT OF THE REPUBLIC OF UOANDA.
PLOT 16-18 PARLIAMENT AVENUE.

P.O BOX 7178, KAMPALA, UGANDA.
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Dear RT Hon. Speaker,

| REF: DELAYED PAYMENTS TO CONTRACTORS

INTRODUCTION:

RT Hon. Speasker, Permit us 1o congratulste you on your well-deserved elections sarlier this
year and we wish you well in all your endeavors.

Uganda National Association of Buliding and Civil Engineering Contracton
(UNABCEC), RT Hon. Speaker, is a 29-year-0ld non-profit, member-driven, national rade
association of over 398 Genulne Conbaciors, and other Companies and Organizations
engaged in Construction Sector in Uganda. Our core purpose is commitment to improve
performance in the Construction Industry by championing better regulation and enhancing
oparational ntegnty.
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The association is dedicated (0 fostenng growth and sustainability in the ever-changing
environment of Commercial Construction Contractors, improving job site safety, expanding
! the use of cutting edge technologies and techniques and strengthening the retabonships
[ between Contractors, Clients and Govemment. Therafore, being the principle interface

between the Construction industrty on one hand, the public, development partners and the
Govemment on the ather,

We aspire: "To be the lead engine for growth and development of the construction industry
in the region.* To that end, we are committed. "To promote and prolect the shared interests
of Members, and the Construction industry as & whole, ihrough Mob#dization, Advocacy
Networlung, and lnnovative Service Provigion”
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CONCERNS:

The subject issue, RT Hon. Speaker are the challenges that UNABCEC Members, and the
Consuction industry as 3 whole are facing, because of delayed payments from Govemment.

Delayed payments has been and continues (o be one of the major factors imiting participation
of local contractors in Uganda’'s public procursment. Besides the overwheiming accumulated
lax penalties and interests from banks, suppliers and other service providers, our members
are cuirendly risking losing everything they used as security to acquire loans to execute
govemmen! projects. Continued non-payment severely hurts construction companies and
wiggers a3 downstream spiral negatve effect of suppressing related manufactunng and
smaller businesses along the supply chain.

A case in point is Uganda National Roads Authority, the major employer of our members
Gealing in road constuction, which has over UGX5008n in amears to local contraciors dating
January 2021. The situabion, RT. Hon. Speaker, is getting oul of hand, as contractors wil be
teft with No oplion but 10 seek legal of worse, industrial action against govemment if nothing
is done 10 immediately address this matter.

Whereas we recognize the current financial constaints faced by the government as
evidenced by the recent budget cuts, we trust that you know that the Construction Sector
represents the backbone of most developing economies, as il provides the foundation for
infrastructure development, thereby acting as a driver and multiplier for all other economic
sectors that rely on such infrasructre. it also contributes more than 12% to the Gross
Domestic Product and it is critical thet # functions efficiently. We therefore believe that
solutions that can enable the sector flourish without compromising govemment's agenda can
be found,

It is also worth noting that UNABCEC has made several sngagements with the Ministry of
Finance, Planning and Economic Development about the matter bit these have unfortunately
yieided no positive resuits. Particular reference is made 10 our meeting of 16* March 2021
with Hon. Matia Kasaija, Minister of Finance Planning and Economic Development in which
the Minister pledged to;

1) Release the remaining 25% of the approved budget for the third quarner of the
va1mmmmmzm'm(mmedasofmmnmgmm‘npm

H pay relative proportion to Contractors.
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2) In the next cabinet sitting (within the wo weeks from the date of the meefing), urge
reversal of the budget cut. (o reinatate the 40% budget cuts {0 those MDAs responsible
for infrastructure development, 30 as to settie the arrears to Contractors.

3) Issue a commitmeni letter to UNABCEC as a tool 1o restore confidence in Banks and
other Suppliers owed by UNABCEC Members, and

4) Engage the Bank of Uganda to relieve presswe on non-perfoming loans Dy
Conftractors

Sadly, it is more than five weeks later, and none of the above pledges have been fulfilled.
Madam RT Hon. Speaker, by this acts (and/r the fack of action by Govermnment) that
Contraciors have been frustrated and hindered from performance of ongoing works
and other obligations, and have thus been disallowed from generating requisite
revenue 10 pay works, pay suppliers, payment of taxes’ areas, and servicing bank
loans (against which Contractors are in the verge of losing their assets).
Consequently, Contraciors have lost credibly before associated stakehoiders, and
have been exciuded from fair treatment by its own govemment. Hence, out members
cannot maintain operations since govemment has become cuipable by this grave
breacn of its obligations to Contractors—by not paying for works offered to
Government, especially by National Providers.

e o - e

IMPLICATIONS:

Conversely, it cannot be overemphasized, Madam RT Hon. Speaker that, Contractor
being partners with Govemment in providing construction services (with af rsieled valve
chain; such as familes. agricullure, menufactunng. supplies of alf other goods and services;
besides all other sconomic sectors that rely on such infrasiructure), needed to be functionally
supported as the foundation and the Swush engine for the well sang ‘National Transformation
aspirstion of ‘Vision 2040° and the relsled NDPs.* Thus, restoring confidence in the
Constuction Sector goes a long way in engendering the Gross National Product.

PRAYERS:

It is againet this context; particularly the frustrabion that the Conwaciors have faced around
is matter, that we as UNABCEC, write 10 you. RT Hon. Speaker, requesting thet:
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u) Uﬁder ybur Ieadershup the Pathamenl.:al Ug;nda urgenlly \;mgh in and ensure that al
these oulstanding payments 10 Contractors are made without further delay,

#) Your well able and mandated office forges a way forward and dispel the uncertainties
that Providers are currently facing to enable our members meet their obligations,
and serve our great country.

Wa trust that you shall give these concerns and proposals due consideration.

We remain.

 UNABCEC |
Y

2TARAL T et Mubebwa

L PO i K A Executive Director
Copied to:
1. Rl Hon. Deputy Speaker of Parliament
2. Rt Hon. Prime Minister of The Republic of Uganda.
3. Hon. Mimister of Finance, Planning and Economic Development,
4.  Hon. Minister of Works and Transpont,
S Chairperson, Parliamentary Commitiee on Physical Infrastructure,
6.

Permanent Secretary/Secretary o the Treasury, Ministry of Finance Planning and
Economic Development,

Permanent Secretary, Ministry of Works and Transport,
Ag. Governor, Bank of Uganda.

9 Executive Director, Uganda Nationa! Roads Authonty,
10. Executive Diwector, Uganda Road Fund,

11. Executive Secretary, Uganda Bankers Association.

@ ~N
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ANNEX 3

UNRA's Letter to Ministry of Finance on Outstanding
Payments to Contractors



Uganda National Roads Authority

Piot 3-5, Pod bell Road

Nahyors Busing s Park

PO Bon 28487 Kampala, Ugsnda

in 30y Commpondence on this Subjecl
Piease quote No. UNRAEDA 1722

19™ January 2022

The Permanent Secretary! Secretary to the Treasury, R
Ministry of Finance, Planning and Economic Development, )

Plot 2 -12 Apollo Kaggwa Road

P.O Box 8147

KAMPALA

REQUEST FOR ADDITIONAL CASH-LIMIT AMOUNTING TO UGX 200,000,000,000
TO PAY ACCRUED OEBT UNDER DEVELOPMENT GOU AND ROAD
MAINTENANCE.

VOTE 113: Uganda National Roads Authority

Reference is made to your letter dated 22" December 2021 in which you
communicated the expenditure limits for the third quarer of FY 2021/2022 undet
Devetopment GoU budget amounting to UGX 188,845,181,758 to the Accounting
Officer.

Further reference is made 1o the letter from Uganda Road fund (URF) dated 13*
January 2021 in which a cash-imit amounting to UGX 31,000,000,000 was
communicated to the Accounting Officer for Road Maintenance.

However, the cash-limits communicated for Development GoU and Road Maintenance
were far below the required amount to pay debt and provide for ongoing planned works
for the third quaner of the FY 2021/22. Refer to the table below for details;

Deséription GoU Development { Road Maintenance

Current Debt 395,791.088,786 142,783,057,924
Q3 Cash-limit 188,845,181,759 31,000,000.000 }
Deficit 206,945,907,027 114,783,057,924 |

From the table above, it can be observed that;
. GOU development funding: The cash limit provided for the third quarnter UGX

188.84 Billion is far below the accumulaled debl of UGX 395.798Biltion creating
a shostfall of UGX 206.98illion before consideration of lhe expecled third
quarter oulput including the financial requirement for upgrade of Children
Hospital Enlebbe road project amounting 1o UGX 7.98Bn .

).  Road Maintenance Funding: The cash limit of UGX 31Bn irom URF is far
below the accumulated debt totaling 1o UGX 142.78illion creating a delicit of
UGX 114.78illion before consideration of the expected third quarter output.

. Overal UNRA is unable to pay a totdl of UGX 301.1Billion out of the
oultstanding UGX 538.5Billion creating a cash deficit of 56%.

Tat +256 31 223000 - 256 434 318000« Fax: +255 414 222807, M7616 €-mal: gxecutiilinng 00 wg "Webaile: WIg: e onts. 40 v



Therefore, UNRA needs addilional cash-limit amounting to UGX 2008n with UGX
1008n towards part payment of the debt shortfall under the Development Gol) Budget,
payment for upgrade of Chitdren Hosptial Enlebbe project and UGX 100Bn towards
part payment of the shortfall under Mainlenance as we are cognizan! of the effects of

the economy resulting from reduced collections from Uganda Revenue Authority
{URA).

The purpose of this lelter is 1o request your approval of additional cash-limit amounting
to UGX 200Bn. Refer to the delails in the annex herein altached.

F -

Executive Direclor

ERNWUeo0C S
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ANNEX 4
Selected Contractors Affected by Delayed Payments
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STATEMENT TO THE COMMITTEE OF PARLIAMENT ON PHYSICAL
INFRASTRUCTURE

BY THE HON. MINISTER FINANCE, PLANNING AND ECONOMIC
DEVELOPMENT

ON
DELAYED PAYMENTS TO CONTRACTORS

1.0 INTRODUCTION
Hon. Chairperson and Hon. Members, -

At the 28% sitting of the 39 meeting of the 1* Session of the 11%
Parliament of Uganda held on Wednesday 04% May 2022, a matter was
raised on the floor of the house on delayed payments to contractors and
the resultant accumulation of interest to unacceptably high levels.
Consequently, the Committee requested my Ministry to submit a list of
the affected contractors and respond to the issues that may arise therein.
This is therefore to draw your attention to the following:

My Ministry, consequently requested the Accounting Officers to provide
details of affected contractors including the amount owed by each of
them, nationality and evidence of outstanding certificates.

Additionally, in our earlier letter to the Rt. Hon. Speaker Ref. ISS
59/255/01 dated 23« May, 2022, the Ministry submitted details of the
affected contractors and outstanding certificates amounting to Ushs
840,868,471,074, as submitted by the respective Accounting Officers.

hnps://mail.google.com/maila0/
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There are recent signs of improved economic performance since the reopening of the
economy in January 2022; and Govemnment revenue shortfalls are now projected at
UGX 1.6 trillion compared to the UGX 2 trillion shortfall forecast in the First Quarter
of FY 2021/22. We have since therefore, sought Cabinet decision to allow us unfreeze
the budget suppression for some of the Votes affected by outstanding obligations to
contractors. During the implementation of the budgel for this FY2021/22, we have
received appeals to the budget cuts from Accounting Officers with outstanding
certificates to contractors for consideration; and these submissions were used to inform

huips://mail.google com/mail/w/0/
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our submission to Cabinet. Table 2 summarizes the information submitted b
Accounting Officers.

Table 2: Votes that submitted omtstanding certificates/invoices 1o contractors for

consideration
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3.0 ACTION TAKEN BY THE MINISTRY -

Whereas this Ministry appreciates the need for timely clearance of
contractual obligations, however, due to resource constraints
occasioned by low revenue performance, we were unable to provide as i}
per the request. In this regard therefore, my Ministry issued additional -
Expenditure Limits last FY 2021/22 in quarter four (Q4) amounting to .
Ushs 688,178,860,123 to facilitate outstanding Interim Payment ) -
Certificates and Invoices as summarized in the table below.
Consideration of the outstanding balance will be made as revenue
performance improves in the medium term.

1ol 9/27/2022, 3:11 PM
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Table 3: Additional Exponditure Limits issucd in Quarter Four (4),

FY 2021 122
N 4
-Q.T‘T‘—-——-----.. - e e e s e e
NAME AMHHTIONAL EXPEADITURE LIMITE (U
AL T Munaisy uf Wik st boanspest T (XY ETEE T
M TFhwanter Wetrr ol | v aomrad T TR 26000000 |
VT Tipandi Katinnal Huls Anthoasts T T AR NG 0N o0
;Hw "W s cigew - - .. - e e ——
LLE Ugonin Kool 1 ) ‘ 131 ARR O DN
T o C ESHI18.860.133
4.0 CONCLUSION

My Ministry therefore, commits that the remaining obligations shall be
settled as the first call of the budget for respective votes in the first

* quarter of this FY2022/23. All Accounting Officers arc therefore, advised
to desist from undertaking new contractual obligations before the
clearance of the debts owed to contractors.

We take this opportunity to further express our regret to the challenges
faced by the contractors.

Hon. Chairperson and Hon. Members, [ beg to submit.

<. Minister of Finance, Planning and Economic Development
July 19, 2022

1ol 91272022, 3:09 PM



