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1 INTRODUCTION

In accordance with Article 9O (1) of the Constitution of the Republic of

Uganda (1995), as amended, and Rule 191 of the Rules of Procedure of

Parliament mandates, Parliament constituted an Ad-hoc Committee on

Bujagali Tax Waiver to investigate the Bujagali Energr tax waiver'

During the consideration of the Income Tax (Amendment) Bill2022, at the

34th Sitting of the 3.d Meeting of the 1"t Session of the 11ft Parliament on

Wednesday, 18th \tlay 2022, the House stayed the extension of a five-year

Corporate Income Tax (CIT) waiver. Instead, it granted one year, pending

an investigation by the Ad-hoc Committee of Parliament to examine the

intricacies of the agreements between Bujagali Energr Limited (BEL) and

the Government of Uganda (GoU) and the effect of these agreements on

the power tariffs to consumers, resulting from the public outcry on high

electricity tariffs costs being incurred by Ugandans.

The Ad hoc Committee has undertaken its mandate and now reports.

2 BACKGROUND

The GoU has, over the years, demonstrated its commitment to improving

the investment climate in Uganda by supporting the development of

significant infrastructure projects with private partners. Increasingly, the

economy's growth exacerbated the electricity demand and the government

sought to develop its generating capacity by inviting proposals from

private partners.

The GoU worked with AES corporation and its affiliate AES Nile Power Ltd

between 1996 and the second quarter of 2003 to implement the power

station and the development of the UETC line as a private sector project.

On 15th January 2OO4, the GoU published a Request For

Proposals/Prospectus (RFP) concerning the development of the Bujagali

Hydropower Project for development of 20O MW Bujagali power project to; #a
sr{
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i. Elicit expressions of interest from potential sponsors for the project

and;

ii. Provide a context for interested potential sponsors to comment

upon, and seek clarification of the process of selecting a sponsor to

develop the project.

iii. Sell and convey allof its rights, title and interest in the power station

to the GoU for the Sum of USD. 1 (one) plus any other overdue

capacity payment upon conclusion of the 3o-year term of the power

purchase agreement.

Subsequently, the government acquired the IPS Consortium as a sponsor

that was required to form a special purpose vehicle to implement the 250

MW Bujagali Hydro Power Electric project on Dumbell Island along the

Nile River. On l7th August 2005, Bujagali EnerSr Ltd (BEL) was

incorporated as the Special Purpose Vehicle to implement this power

project.

It is noteworthy that over the years, the agreements between GoU and BEL

have been amended to incorporate the new developments and changes

necessitated by the passage of time during execution. These have been

summarised in Table I below.

Table 1 : Clvonolo gg of BEL proj ect euents in tlrc Buj agaii Proj ect

Date Agreements

200+ GOU, through competitive , Undertake the development of the 250 MW

Bujagali Hydro Electric Power Project

7th October

2005

13th

December

2005

25th May

2007

bidding, procures BEL

consortium

GoU, UE1CL Wortd Power To effect the Implementation Agreement (IA) and

Holdings group and the IPS i the Power Purchase Agreement (PPA) for the
I group signed the Initialling , eU project.

agreement

: UETC and BEL enter into a To purchase all power generated by the Bujagali

Power Purchase Agreement , Hydroelectric Power Froject

, 1ene1

lst Amendment to PPA . To accelerate the development of the project

to address power generation shortfalls

through a fast-track loan by GOU to BEL of

usD90M u
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. ro agiee to- sp""in" *oaifi""tio"" io trr"
Original PPA

lnd fl6"rr6orent to PPA r To agree to some modifications in lst

Execution of shareholders' , Execution of shareholders agreement between

agreement Bujagali Holding Co. Ltd, SG Bujagali Holdings

Ltd, BEL and GoU represented by the MoFPED. 
i

I

GoU qualifies for Class C shares value at USD i

2OM. The Class C shares did not give the I

' gore..r*ent the right to dividends and the right i

I to vote, but only the right to participate
l

*'l

I

".1

6th

December

2007

8th

December

2007

l

, July 2017 Parliament approves a 5-

year exemption taxwaiver to

BEL to end on 30th June

2022

3rd Amendment to PPA I To facilitate the refinancing of a particular debt.

Waiver of the Corporate tax was an intervention

of GoU to reduce the generation tariff payable to

BEL and therefore reduce the end-user tariffs

18th

2018

June

Source: Agreem.ents behteen GoU and BEL

In July 2017, under Section 21 of the Income Tax Act, Parliament

approved a five-year corporate income tax exemption (ending 30ft June

2022) of the income earned by BEL concerning the operation of the

Bujagali Hydro Power ect as ag9vq{4l4qn t intervention to reduce end-

user tariffs and the generation tariff payable to BEL. The introduction of

the exemption did not, in effect, amend the agreement or formula used to

compute the capacity charge.

The development of the Bujagali power project enhanced power supply

and access, albeit at a high cost.

3 PROBLEM STATEMENT.

The GoU has increasingly invested in developing and generating

hydroelectric power to ensure sufficient and stable supply to meet the

increasing demand. This is critical for economic growth, poverty reduction

and the social-cultural transformation of the country. For the financing

6
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Bujagali to be secured, the government entered into a Public Private

partnership with Bujagali Energr Limited (BEL) through a Power Purchase

Agreement (PPA) that would guarantee cash flows to repay the debt

incurred. The government guaranteed to pay BEL the total capacity of the

power plant, whether power is evacuated or not. Under Section 21 of the

Income Tax Act, the Parliament of Uganda approved a five-year Corporate

Income Tax exemption to BEL in July 2017. Despite all the interventions

by the GoU, the power tariffs remain high until today.

Upon this background, an Ad hoc Committee on the Bujagali Tax Waiver

was set up to investigate the intricacies of the agreements between

Bujagali Energr Limited (BEL) and the Government of Uganda (GOU) to

understand the effect of the arrangements on the power tariffs to

consumers and now reports, under the following terms of reference:

i. To ascertain the Government of Uganda's Equity contribution in

Bujagali and the return on investment.

ii. Establish the cost-benefit and value for money of the historical

income tax exemption on Bujagali.

iii. To assess the impact of the tax waiver on ener5/ tariffs

iv. To inquire into the merits of loan restructuring and its impact on the

country

v. To examine the Public Private Partnership Agreement and ascertain

all parties' compliance with the terms of the agreement.

vi. To investigate any other matters incidental to the Bujagali power tax

walver.

4 METHODOLOGY

The Committee held meetings, reviewed documents, and made visits

4.L Meetings

The Committee held meetings with the following;

i. The Attorney General

ii. The Auditor General

iii. The Ministry of Finance, Planning and Economic Develo

#
G

(MoFPED)
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1V.

v.

vi.

vii.

viii.

The Ministry of Energr and Mineral Development

The Uganda Electricity Transmission company Limited (UETCL)

The Electricity Regulatory Authority (ERA)

Bujagali Energy Limited (BEL)

Uganda Revenue Authority (URA)

4.2 Document Review

The Committee studied and referred to the following documents;

i. The Request For Proposals/Prospectus (RFP) concerning the

d,evelopment of the Bujagali Hydroelectric project dated 16th

January 2OO4

ii. The initialling agreement between GoU, UETCL, IPS group and

World Power Holdings Luxemburg S.AR.L dated 7th October 2005

iii. The Memorandum and Articles of Association of Bujagali Energr

Limited

iv. The Certificate of Incorporation of Bujagali Energr Limited dated

17th August 2005

v. The shareholders' agreement between Bujagali Holding Power

Company Limited, SG Bujagali Holdings Ltd, Bujagali Energr Ltd,

and the Government of Uganda dated 8th December 2OO7

vi. The Power Purchase Agreements relating to the Bujagali

v1l.

viii.

ix.

x.

xi.

Hydroelectric Project Uganda between UETCL and BEL dated 13th

December 2OO5, 25th May 2007, 6tl;. December 2OO7 and 18th

June 2Ol8

The Assumption and Novation deed dated 24th July 2Ol8

The amended and restated Implementation Agreement relating to

the Bujagali Hydroelectric project between GoU and BEL

The report of the Auditor General on the audit of tariff project costs

for the Bujagali Hydropower plant dated lst October 2Ol4

BEL audited annual accounts and financial statements for the

years 2006 to 2O2l

All submissions and

stakeholders.

memoranda of invited witnesses and

w
@
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4.3 Fact-finding missions

4.3.1 Local Field uisits.

The Committee undertook a field visit to the BEL project in Jinja for an

on-spot assessment of the Bujagali hydropower dam to observe and

establish the physical state of the dam infrastructure.

4.3.2 Foreign comparatiue studg uisit.

The Ad-hoc Committee undertook a study visit to Kenya from 10th - 14th

October 2022 where it held meetings with officials from the Ministry of

Energr, Nairobi-Kenya, Kenya Electricity Generating Company PLC

(KenGen), Kenya Power (KP), and the Energr and Petroleum Regulatory

Authority (EPRA).

Under Rule 33 of our Rules of Procedure, I beg to lay the delegation's

report.

5 FINDINGS, OBSERVATTONS AND RECOMMENDATIONS

The Ad-hoc Committee investigations elicited findings, observations and

recommendations in light of the terms of reference as demonstrated below.

5.1 TOR 1: To ascertain the Government of Uganda's Equity

contribution in Bujagali and the return on investment.

On 8th December 2OO7, the GoU entered into a shareholders'agreement

related to the operation of Bujagali Energy Limited with Bujagali Holding

Power Company Limited, SG Bujagali Holdings Limited and Bujagali

Energr Limited. The project's total equity was USD 199,866,000. Out of

this equity, the Government of Uganda's equity contribution was USD

20,000,000 and BEL shareholders USD 179,886,000. GoU

contribution was issued and classified under Class C ordinary

as summarized in Table 2 below

J
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Sn Shareholding Class A (USD) Class B (USD) Class C (USD) Total
Equity(USD)

1 GoU 0 0 20,000,000 20,000,000

2 BEL 10,000,000 169,886,000 0 179,886,000

Total 199,886,OOO

Table 2: Sharelwlding in the BEL project

Source : BEL sharetalder's agreement

The equity contribution to the project by the sponsor were in two parts:

expenditure incurred by the sponsors between 2OO5-2OO7; cash

contributions from investor. Expenditure incurred between 2005-2007

amounted to USD 20,663,167, split between Sithe Global (USD

11,163,127) and Industrial Promotional services (USD 9,500,040).

Further contributions to the tune of USD 159,222,833 were made in

2OO7, 2008 arrd 2012. The equity contribution of USD 20,000,000 by

GoU was in kind.

For the GoU, the Certificate of shares number 6 issued under the

Common seal of Bujagali Energr Limited to the Minister holding the

Finance, Planning and Economic Development portfolio allotted a total

of 36O,OOO Class "C" ordinary shares at UGX IOO,OOO each to GoU.

This is the equivalent of a capital contribution to the project of UGX

36.L7O Bn with no voting rights as a shareholder in the company, as per

Under the agreement in Clause 4.1 (0, the GoU's equity contribution is

not entitled to payment of dividends and no redemption of Class "C"

shares until the repayment of the Tariff Debt and Interest on the Tariff

Debt components of the capacity payments to zero.

The Committee noted that BHPCL and Sithe were issued Class A shares

equal to 5O.25o/o and 49.75o/o of all authorised A shares, respecti

Additionally, BHCPL was issued Class B shares, including the share

premium, provided their contribution for A

J

and B

#
@
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USD 60 million. On the other hand, Sithe was also issued A and B shares

with a share premium subject to the company's Articles of Association.

The Committee established that the financing mechanism of the project

was incorporated in the Tariff Equity Repayment and Return (TERRm)

computation based on a standard arnortization formula (Figure I below)

to derive regular payments for 30 years under Section 4.4 of Annex D of

the PPA to maintain the return of l9%;o as per the PPA. The Committee

could not establish how the 19% ROE was negotiated. However, the

Committee established that the proposal evaluation criteria (first revision

of 23'd Feb. 2005) set by GoU capped the IRR at 2Oo/o.

Figure 1 : Amortization formula

Thu TariffEquity Repaymeot and Relurn component of the Capacity Payment for

eny month 'm' shall bo calculatd by using the following formula:

rExJR.=i-*'lTffi]

phere:

lnExit, means thE amount of Tsriff Equity Repaymcnt uad Relurn

component of the Capacity Payment lbr the month 'rn';

mc&ns

Asgf0 meanr the Aggregate Tariff Equity as of l}le Commo'cial

Operations Date or the finalDelennination Date, es the case may

be.

Source: Power Purchase Agreement

The Committee noted that the Electricity Regulatory Authority used the

above formula to compute the capacity payment based on aggregate

equity of USD L76r929r922 and projected an amortized interest of USD

20615441707 for a period of 5 years. The result of the above gave a

future value of USD 383.475 million hence resulting in a monthly

capacity payment (TERRm) of USD 5,596,204'35

!,
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Obsenzations

The Committee observes that:

i. The issuance of Class "C" shares to GoU with no voting rights

denies the government the latitude to contribute to the governance

of BEL and a return on its investment despite GoU's investment of

USD 20 million.

ii. Under Clause 1. 1 on the interpretation clause in Annexure D of

the Power Purchase Agreement, the financial yield for BEL's

shareholding is put at \9o/o pet annum. Accordingly, BEL Class A

and B shares are entitled to a dividend under the agreement. As at

June, 2022, BEL had paid out dividends to the tune of USD

475,740.,964 as detailed in Table 3.

Table 3: BEL dividends payments at 19% to Class "A" ond "B" shareholder

Sn Year Dividends paid (USD)

1 20t3 4, 141 ,5 13

2 2014 3,780,188

3 20t5 26,442,739

4 2016 68,926,536
5 2017 65,449,998
6 2018 68,500,000

7 20t9 72,000,000

8 2020 69,000,000

9 202t 65,000,000

10 2022 32,500,000

TOTAL 475,74O,974

Source: BEL Drectors reports and auditedfinancial statements

1V

Tlne l9o/o ROE was very high given the bank lending rates at the

time of 6.5%. ERA attributed the high rate to the country's low

credit rating, coinciding with the global financial crisis (credit

crunch) at that time. The return on equity of l9o/o accounts for

52o/o of the capacity payment.

The Committee established that at the commencement of the

project, as part of the Implementation Agreement, Government

Uganda undertook to lend Bujagali Energr Limited USD 90m as

fast track advance loan payable after 6 months. Besides the

that this loan was undisclosed in the loan payment schedules of

ttee established that only USD Tsrnwas disbursedBEL, thc Commid rd l2
@
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to BEL, and the same was repaid back to GoU as agreed on 21"t

December, 2OO7. The Accountant General in his letter to the

Managing Director of BEL of Ref. AGo/ l4ll169101 dated 14ft

December, 2OO7 (Appendix I/ guided that the reimbursement be

effected in two batches on the accounts below;

Account Name (USD Acct) Number Amount (USD)

Energr Fund 299.227054.1 19,000,000

UETCL Line ESCROW 208.209283.t 56,OOO,OOO

TOTAL 75,OOO,OOO

On 31't December 2OO7, the loan was repaid in two batches of USD

55,999 ,993.96 on account number 208.209283.1 and USD

18,999,993.96 on account number 299.227o5a1@ppendix 2).

The Committee was informed by the Minister for Finance, Planning

and Economic Development that the balance of USD 15m was

expensed to UETCL for other related costs such as VAT, NEMA,

Stamp duff and insurance. The Committee was not provided with

evidence of these expenses by UETCL.

Whereas ERA considered equity injection of USD L76,929r922 by

BEL to compute the amortized interest and future value, the basis

of which monthly payments of USD 5.596 million were being

Table 4 provides the breakdown of how the contribution was

brought in and its projected future return.
Table 4: Equity injection by BEL

J

AEUDC(@t9%
EY) = TEC x
[(l+EY)m/12 - I
ruSD)

ofDate
Equity
Injection

No of Months from Date
of Equity Contribution to
Final Date

TEC
(TE
(usD)

=Actx
/ ActE)

170,063,127 209,Ot659924-Dec-O7 55.3

999,520O4-Jan-08 54.9 821,725

1,396O7-Jan-08 54.8 1,148

t24,6641.1 7,736,OOO28-Jun-12
20,368/1.0 T2O2-Jul-12

2to,L62,5q179,886,OOOTotal
AggTE (USD)= TEC + AEUDC = 179,886,000 million + 21O,162,547 million
= 39O.O48.547 million

d v 13
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Source: BEL's Report and Audited Financial Statements

vi. Based on the formula and ERA's computation of USD 5.596

million capacity payment per month to BEL over a period of 30

years, the total financial obligation would amount to USD

2,014,63,3,440 l2O 12 -20421.

vii. As indicated in Table 2 above, by 2012, the Equity of BEL Class A

and B shareholders was USD L79r886rOOO. The anticipated

interest computed by BEL from 2OO7 to 2Ol2 was USD

210,162,547 giving a future value before tax of USD

39O,O48,547.

Rt. Hon Speaker and colleagues, the projected future interest (supposed

to be earned at ROE l9%l that was used to determine the future value

indicated above was never subjected to tax. The interest of USD

2L0rl62r547 ought to have been offset by a provisional tax

component at 3Oo/o amounting to USD 63.,0,48,764. Therefore, the

future equity value of Class A and B shareholders by the end of 2Ol2

should have been USD 326,999,783 as illustrated below:

=+ Net Income: - Interest - Proutstonal tax component

USD 210,162,547 - USD 63,048,764: USD L47,LL3,783

Therefore, Net Income = USD L47,1L3,783

eq

usD L47,LL3,783 + USD t79,886,000 - USD 326,999,783

Therefore, Aggregate equity by 2OL2 = USD 326,99,783

a It is the USD 326,999,783 which should have been used to

compute the TERRm for Bujagali during capacity payment

calculation instead of USD 383.475m.

If USD 326,999,783 had been used, it would have given a

monthly TERRm of USD 4,771,97O in 2012, 3,749,O9O in

2013, 2,814,414 in 2014, and 2,301,

instead of USD 5,596,204.

375 in 2Ol5 onwards

#
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Rt. Hon. Speaker and colleagues, to make matters worse, BEL

shareholders started redeeming (removing) their shares from 2013 up

to 2015 as per Table 5 belottt'.

Table 5: BEL Redeemed Shares

Year Redeemed Shares (USD)

20t3 70,358,500
2014 64,220,1OO
20t5 35,307,400
Total 169,886,OOO

Source: BEL Financial Acqunts

o

a

a

Therefore, by 2015, the equity of BEL stood at USD

L57,113,783 having removed a total of USD 159,886,0O0 in

three years (326,999,7 83-1 69,886,000)

Following the share redemption, computation of capacity

payment should have been based on the remaining equity

balances from 2OL3 to 2OL5. Unfortunately, computation oi

payments to BEL continues to be based on a wrong original equity

value of USD 383,47 4,629 .

If the computation was to be done taking into consideration the

redemption of shares as well as compliance with the tax

provisions, the resultant capacity payments going forward would

have been as demonstrated in the Table 6:

Table 6: Equity Redenption & Capacity Charge in USD

)

#

Ideal

Monthly
TERR (USD)

Paid

monthly
TERR

Equity (USD) Equity
Redemption/R

emoval (USD)

Ideal Annual

TERR (USD)

Year

5,596,20457,263,634 4,771,97020t2 326,999,783

5,596,2O444,989,122 3,749,O902013 256,641,883 70,358,500

33,772,969 2,81+,414 5,596,202192,421,L86 64,220,tOO2014

2,301,375 5,596,2O435,307,400 27,616,5082015 157,113,783

2,301,375 5,596,2O427,616,50820t6 157,113,783

$tr 15
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20t7 157,113,783 27,616,5O8 2,301,375 5,596,2O4

2018 157,1 13,783 27,616,508 2,301,375 5,596,204

20t9 157,113,783 27,616,508 2,301,375 5,596,204

2020 1 57, 1 13,783 27,616,508 2,301,375 5,596,2O4

2021 157,113,783 27,6L6,508 2,301,375 5,596,204

2022 157,113,783 27,616,508 2,30t,375 5,596,2O4

Total 329,341,281

a The total payment to BEL from 2OL2 to 2o22 ought to have

been USD 329r3.4Lr28L. lnstead, GoU paid to BEL a monthly

amount of USD 5,596,204 totaling to USD 6711539147o in ten

years. This wrong calculation resulted into an excess payment

to BEL so far of USD 342,L98r189.

Rt. Hon. Speaker and colleagues, based on this calculation

amortized over a 30-year period ending 2042, GoU would pay BEL

only up to USD 88Lr671,441 instead of USD 2,OL4,633,44O

which is based on the current wrong calculation costing the

country an additional USD Lrl3.2r96Lr999.

Impact on Final Consumer Tariff

The critical impact of all this it affects the final consumer

tariff. The current consumer tariff in Uganda stands at 8.49

cents per kwh. This was after the refinancing agreement of July,

2Ol8 and tax exemption given in July 2017. However, based on

the correct computation, the tariff would be US Cents 5.72

kWh after the refinancing agreement of July 2OLB and the tax

exemption of July 2OL7. The Committee observed that even if the

307o corporation tax was +"o be imposed on BEL, still the tariff

would be US Cents 6.55 per kWh, which is still lower than the

current one of US Cents 8.49 cents per kwh

The tariff is derived as illustrated below:

1S
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Current capacity payment to BEL is composed of:

CPm -- RTD, +lTDm * TERR% * ClTm * )Tm * OMm * MCm I GOU ERRm

RTDm - 2,276,921

ITDM - 1 ,707,973

TERRm - 5,596,204

CIT-O
OTm-0
O&Mm - 400,234

MCm - 247,OO9

Total - 1O, L26,3,4O

Current tarifft US Cents 8.49 kWh

Therefore, power sold based on the current power tariff and the capacity

payment vaiue above is 119,273,733 Kilo Watts (Capacity Payment

divided by the tariff).

If the TERRm is USD 2,3OLr375 effective 2015 as derived from the

earlier computation (refer to Table 6 above), then the new CP would be

usD 6,831,511

Therefore, with the same power generated at 119,273,733 kilo Watts,

the tariffwould be: - Tartff = ffi = 0.0572

Hence a tariff of US Cents 5.72 cents per kWh.

Assuming there was a corporate income tax of 30% in the capacity

payment computation, the TERRm would be USD 31287,68O from USD

2r3,O11375,

The impact on tariff would be as follows:

The new Capactty Payment = ffi: 0.0655

Hence a tariff of US Cents 6.55 per klllh

These two tariff figures a-re much lower than the current tariff of US

Cents A.49 per lrwh.

I
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Recommendations

The Committee recommends that:

i. BEL should refund to Government of Uganda the excess

payment of USD 34211981189 for the period of ten years since

2OL2 plus surcharges.

ii. BEL should be held tiable for not declaring the provisional

component of tax on the purported income earned before the

commissioning of the project amounting to USD 63ro,481764.

iii. Uganda Revenue Authority is hereby directed to recover all

the taxes due from BEL prior to the exemption.

iv. ERA going fonrard should compute Capacity payments as per

the adjusted equity of USD L57,113'783 after 2Ol5 following

the share redemption by Bujagali Energy Limited.

v. The Inspectorate of Government (IGGI should take interest in

inquiring into the operations of the Electricity Regulatory

Authority in the amortization of the return on equity of
Bujagali Energy Limited to establish culpable officers of ERA

who amortized, a wrong return of equity for BEL with a view of
prosecution.

vi. Government of Uganda should renegotiate the agreement with
Bujagali Energy Limited.

vii. Government should institute a strong monitoring team to

ensure the integrity of the facility until its handover.

viii. The IGG should investigate the USD 15 million expensed

through UETCL to ascertain how, where and whether the

money was spent.

ix. The Auditor General audits the application of USD 15 million

expensed to UETCL.

5.2 TOR 2 and, TOR 3: Establish the cost-benefit and value for money of

the historical income tax exemption on Bujagali and assess the

impact of the tax waiver on energ:f tariffs

)
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The Committee established that the Auditor General undertook a special

audit on BEL rn 2014 on a special request by the government to audit

the Tariff Project Costs regulated by the Electricity Regulatory Authority

(ERA). The procedures performed during the audit were solely to

establish whether the Tariff Project Costs reported as USD 875. 1 1 Million

were:

i. Reflective of the actual costs for the project

ii. Prudently incurred following the original designs, and

iii. Reflective of vaiue for money.

The audit revealed USD 756.86 million as the finaI Tariff Project Costs to

be reflective of the actual costs for the project, and this was prudently

incurred per the original designs. However, the project's price appeared

high compared to other Hydropower projects in terms of overall project

cost, electro-mechanical cost, and turbine and transformer cost. The

high cost was attributed to the fact that BEL borrowed USD

590,774,704, which included high debt financing costs such as the

interest during construction of USD 111,695,338 and lenders'

administrative costs of USD 23,765,026. Additionally, there was an

interest to be paid after the commercial operations date of USD

334,59 1, 153 equivalent to UGX 1,27 1,446,381,400.

The Audit also revealed that Bujagali Energr Limited met an insurance

loss of USD 163,063.30 resulting from lost equipment of ALSTOM (a

subcontractor of Salini), and that 70% (USD 114,144) of this cost which

should have been met by the contractor Salini, was charged to the tariff
project costs.

The Committee established that the license issued by ERA and the Power

Purchase Agreement defines the BEL Capacity price to include the

following and their respective percentage contribution;

i. Debt repayment,

ii. lnterest on debt,

iii. Return on Equity Payment, #
"r n19
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iv. Corporate Income Taxes,

v. Other Taxes,

vi. Operations and Maintenance Costs for the Power Plant,

vii. Miscellaneous Charges, and

viii. GovernmentEquityRepayment.

Their respective percentage cost drivers are summarised in figure 2

be1ow.

Figare 2: BEL cost diuers

BEL cost drivers in USD {millions}

Return on
Equlty,57.1m,

52Yo

IO&M
n Debt lnterest

trDebt Principal
'ReLurn in Equity

Source: MoFPED.

The total cost, as indicated in tfr" !hqt"bo,o", is USD 12g.3 million pa.

approved a five-year CIT exemption in July 2Ol7 . The exemption was on

the income earned by BEL operating the Bujagali Hydro Power Project.

According to URA, for the income tax exemption period commencing

2Ol8 to 2021, BEL declared exempt income resulting in potential CIT

foregone of UGX. 388,700,1O2,922 as per Table 7.

Table 7: Potential CIT foregone

Year E<empted Income Potential
foreEone

CIT

2018 361,335,734,467 lo8,+oo,720,340

20t9 333,466,927,758 1oo,o4o,o78,327

2020 302,455,344,738 90,736,603,421

202L 298,4O9,OO2,778 89,522,700,833

TOTAL 1,295,667,OO9,741 388,7OO,102,921

t
Source: URA #



The waiver of the CIT to BEL was one of the interventions carried out by

the government to reduce the generation tariff (Capacity price) payable

to BEL and, by extension, a reduction of the end user tariffs. The cost

driver of the tariff charged by BEL includes; debt service, Return on

Equity, and operation and maintenance costs. The Ministry of Energr

and Mineral development demonstrated the advantages of the waiver,

including the reduction of the end-user tariff, as elaborated in Table 8.

Table 8:Impact of CIT utaiuer on tlrc Bujagali Project Taiff
BEL CIT waiver (US cents per kWh)

Period Before waiver After waiver Change

20t8-2022 i3.83 t0.62 3.2r

Source:,Snbmrlssion of Ministry of Dnergg and Mineral Deuelopment

The Ministry of Energr informed the Committee that the tariff for

Bujagali in 2018 was US cents 13.83 per kWh and was one of the most

significant contributors to the high-levelized tariff. This was set to
increase to US Cents 14.23 in 2022. The waiver reduced the tariff by US

Cents 3.21, which increased electricity by extra-large industrial

consumers to 53% of their installed capacity. Additionally, the Finance

Ministry informed the Committee that the electricity tariff for the extra-

to US cents 8.3 kwh representing approximately a l7o/o reduction with

US cents 5 kwh for the off-peak time of use period. The extra-large

industrial customers are large electricity users, with electricity

contributing a significant component to the overall cost structure. High

electricity tariffs pose a threat due to competition from the region for the

export mart. These are utilizing 53% of their installed capacity and have

the potential to invest further to grow capacity and consume

electricity with favorable tariffs.

The affordability and availability of electricity in Uganda slightly

improved since the construction of the Bujagali Hydro Power (BHP)

,{
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project and the granting of a CIT waiver on the operations of BEL. The

Energr Regulators Association in East Africa's economic report extracts

(2O2Ol shows how Uganda compares to its peers in the region on end-

user tariffsl , as demonstrated in Table 9.

Table 9: Enduser taiff for each member country as at December 2019

Category Kenya Rwanda Tanzania Uganda Burundi
Zanzibar

US
cents/kWh

US
cents/kWh

US
cents/kWh

US
cents/kWh

US
cents/kWh

Domestic
lifeline

t2.70 9.90 4.38 6.70 4.70 3.40

Domestic
other

18.70 20.30 15.33 20.00 23.80 20.60

Small
Commercial

18.50 21.40 t2.79 7.70 17.30 8.20

Medium
Industries

14.00 10.90 8.54 15.80 18.20 t2.40

Large
industries

1 3.10 to.70 6.66 9.70 t2.40 7.70

Extra large
Industries

8.10

Street
lishtine

to.20 20.60 t2.79 9.90 N/A 11.40

Source: Energg Regulators Associationin East Afrtca

Since the Bujagali hydropower was completed and commissioned, the

generation capacity is sufficient to avoid load shedding2. Uganda's

generation capacity in2O12 was 868.9 MW (862.5 MW on grid and 6.39

MW off-grid), consisting of 630 MW of large hydropower, 56.8 MW of

small hydropower, 153.1 MW of thermal generation, and 29 MW of

bagasse cogeneration3. Currently, the Bujagali power plant contributes

45% of the country's annual electricity generation4. The power

generated from Bujagali has contributed to the needs of Uganda's

population by enhancing access to reliable electricity supply. According

to the World Bank Global Electrification Database (2O2Ol, the

electrification of the urban and rural populations increased by 21.8%

I En..gy Regulators Association of East Africa Q02O). End user tarrffi for various consumer categories electricity
levies and subsidies, demand and supply balancesfor EAC as at December 20 19..

2

Ministry of Enerry and Mineral Development. Q015). Uganda's Sustainable Energtfor all (SE4All) Initiative
Agenda

I Ministry of Enerry and Mineral Development, 2012 Statistical Abstract
a Fact sheet: World Bank Group support for Uganda's Hydropower project
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anad 21.3o/o, respectively, between 2Ol2 and 2O2O, as shown in Table

/O. This can be attributed to the contribution of the 250 MW Bujagali

hydropower dam to the total installed electricity capacity.

Table 10: Access to electticitg in Uganda

Category 2020 2012

Urban Population 42.Lo/o 20.3o/o

Rural Population 32.8o/o ll.1Yo

Source: World Bank Global Electrification Database (2020),

The Electricity Regulatory Authority estimates that as of December 2O2L,

the installed electricity capacity in Uganda was 1,346 MW. However, with

investments such as the Bujagali project, Uganda continues to have one

of the lowest electrification rates in the world at 24o/os due to, among

other factors, high tariff costs borne by the Iinal consumer through a

capacity charge. Despite the reduced power blackouts and lowered tariff
costs, the power generated by BEL is still considered relatively high.

Observations

The Committee observes that:

i. Even with the government intervention of the tax waiver on BEL

operations and the refinancing of the Bujagali hydropower project,

the current tariff (Bujagali's US cents 8.30 per kwh) is still over

and above the government target of US cents 5 per kWh. The

current Capacity charge of 8.30 per kwh remains costly to

domestic consumers and is deterring industrial consumers'

accelerated growth and competitiveness.

In the audited financial statements of BEL, the operating revenue

consists of taxes, operation, maintenance costs, and

miscellaneous charges. These were estimated and included in the

capacity payment charge and were excessive, which led to
operating revenue. This, in effect, would have been a refund to

s Oscar D. A & Richard P. S: Uganda Electricity Supply Accelerator increase energ/ access in Uganda.

11

t

q

Uganda Electricity Supply Accelerator
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as an excess payment visa vie the actual. Therefore, the

corporation tax purported to be on this revenue is taxing

government money which should not have been the case if the

refund was done.

The significant cost driver is the uncapped/unregulated dividend

payouts (ROE) to BEL shareholders. The retained earnings, an

income of BEL, should have been subjected to tax, and the effect

would be paid net of tax instead of gross payments. Therefore, the

CIT in the formula should apply to earnings resulting from 19%

ROE.

The National Audit Act 2008 was not complied with as the Auditor

General was supposed to audit the expenses of BEL by virtue of

GoU being a shareholder.

Electricity utilities are monopolies, and it is paramount that the

regulator protects the interests of the end-user customer with little

or no alternative for electricity. The government can achieve this

by capping the Rate of Return on Equity (ROE). The determination

of the utility's total revenue requirement, which represents the

amount of money a utility must collect to cover its costs and make

a reasonable profit, must be capped to keep the final tariff cost

affordable by the end user.

v1

v11

If Parliament does not approve the extension of the CIT exemption,

BELwill incorporate the appropriate amounts in the tariff following

the formula. With or without the exemption, BEL would remain in

the same economic position in that if it paid the CIT, it would still

recover the money expended on CIT by charging a higher tariff.

Hydro plants are temperamental because they depend on natural

weather. The higher the rain, the more generation. This helps

determine the average Capacity Utilization Factor of a dam over its

life during operation. The Ministry of Energr and M
Development has never undertaken any feasibility study to
estimate the agreed utilization factor to be incorporated at the

signing of the PPA. Establishing the actual average utilization

\./-
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factor determines its impact on the fina1 tariff. The higher the

utilization factor beyond what was agreed upon, the lower the tariff

cost and vice versa.

BEL has never declared whether or not they have a surplus or

deficit of operation and maintenance costs, miscellaneous charges

and other taxes, which would cause a refund or a charge to the

government.

Even with the government intervention of the tax waiver on BEL

operations and the refinancing of the Bujagali hydropower project,

the current tariff (Bujagali's US cents 8.30 per kWh) is still over

and above the government target of US cents 5 per kWh. The

current Capacity charge of 8.30 per kwh remains costly to
domestic consumers and is deterring industrial consumers'

accelerated growth and competitiveness.

lX

Recommendations

The Committee recommends that:
i. The Auditor General should audit BEL as per the National

Audit Act, given that the GoU is a shareholder in the project.

Specifically, the Auditor should undertake a value-for-money

audit on BEL to establish the actual effect of the cost drivers

on the tariff.
ii. Through the Ministry of Energy and Mineral Development,

the GoU should initiate processes to renegotiate the PPA

agreements with Bujagali Energy to provide a capped ROE

and Utilization Factor to reduce the tariff costs before

deciding to extend the tax waiver.

111 From our findings in TOR 1, the CIT Waiver could(.aJ. CrnR
have had

the

correct TERRm. Therefore, the consideration of extension of
CIT waiver should only be made after the refund of excess

payments by BEL and completion of renegotiation.

an impact on lowering the tariff tq G55 USD /kUIh if
computation of capacity p""*"**f;" done using

P&
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S.3 TOR 4: To inquire into the merits of loan restructuring and its

impact on the country

The loan restructuring of the BEL project arose from a matter of high

electricity costs, raised by H.E. the President of Uganda, at the 28ft

summit of Heads of State and Governments of the African Union on 30th

January 2OI7. The high electricity costs prompted assurances from the

President of the African Development Bank (ADB) to support Uganda's

efforts towards providing affordable electricity at the summit.

Subsequently, the President directed the Ministries in charge of " Energg"

and " Finarlce" to explore measures to reduce power tariffs to US Cents 5

per kWh.

The Ministries identified

by its short-ter.n t"ffi
the cost of Bujagali's project debt, exacerbated
tl,l*years from the start of construction and the

corporate income tax to be applied effective 2017, to be critical drivers

for the high tariff costs. After negotiations with the identified financiers,

a" no objection" for the appointment of ADB and International Finance

Corporation (IFC) as joint mandated lead arrangers for the proposed

refinancing, with Stanbic Bank Uganda (SBU) as transaction advisor was

received on 23rd February 2Ol7 . The Ministries of " Finartce" artd" Energg"

presented five financing proposals to the Cabinet vide Memo CT (2017)

16, and after consideration, Cabinet under minute extract 87 (CT)2OL7;

a) Noted the budgetary requirements for reducing the end user power

price to USD 7.1 per kWh during the FYs 2OL7-2O23;

b) Rejected the proposal to reduce the end-user power price paid by

all industrial consumers to USD 5 per kWh through subsidies and;

c) Approved the renegotiation of the terms of the ADB proposal for

the Bujagali project refinancing as follows:

i. Refinance USD 5O4.7O7M of the existing Bujagali project

debt, replacing the current project lenders withneta inuestors;

e
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ii. The ADB, together utith other deuelopment fiancd instihttions,

prouision of guarantee for repaAment to the new project

lenders;

iii. An interest rate of 6.250/o per annum;

iu. New Debt Seruice Reserue Account (DSRA) requirement

amounting to USD 26.77M;

u. Neut loan tenure of 15 years from Julg 2O17 to June 2032;

ui. Issuance fees totalling USD 38.O7M are to be paid upfront

from the loan amount;

uii. Existing Bujagali Project loan cancellation withloan breakage

penaltg cosfs amounting to USD 9.O8M.

Inabidtored'ucepowertariffs,W,neMinisterof,,FinarLce,,
informed the Committee that GoU, through lead arrangers IFC and

AFDB, refinanced the project through a loan to a tune of USD

44413o,61224, repayable over 14 years ending November 2032.

Table 17: Mouement of loans of the BEL project

Before refinancing After refinanclng

Approrre
d Loan Disbursed

amount

Principal
repa;rments

Loan Bal as
at
30/Jun/20
18

Approved
Loan

Disbursed
amount

Principal
repaJrments

'Loan Bal as
at

',30/Jun/2}L
8

,ooo 42 5.08 6. 2 24 l4 2.5t 55
Source: Bugagali Energg Limited.

It is important to note that whereas the approved loan was USD 444.3

million, the amount disbursed was USD 403.4 million. The difference

of USD 40,890,375 is not accounted for. If it is assumed that USD 38.07

million was paid as issuance fees of the difference, the discrepancy of

USD 2.83 miilion would still not be accounted for

Table l2:Loans sfatus afier refinancing decision

Loan movement after as at$o/!a9l2o?2
Loan Baf

_qu&v_zgl8.
444,30,6,223.55

as at Principal repa5rments Loan Bal as at 30/Jun/2O22

103,317,152.0s 340,999,071.50

Source: Bugagali Energy Limited
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Table 13: Loan interest pagments and operational fees to lenders as at 30/ Jun/ 2022

, Money incurred in interest pa5rments and operational Amount (USD)
'fees
Interest pa5rments on loans Duringconstruction LO6,O47,264.46 :,

to lcnders
, During operations.

On refinanced loans

paid to Commitment fees

204,O52,162.80

L05,606,637.68

6,844,416.92Operational fees
lenders
TOTAL 422,55O,481.86

Source: Bugagali Energg Limited.

According to the Ministry of. " Energg", GoU achieved financial close for

debt refinancing of the project in addition to the waiver, and the two

components have had a consolidated effect of reducing the tariff by US

Cents 5.34 per kWh, as demonstrated in Table 14 below.

Table 14: Impact of CIT waiuer and Debt refinancing on Bujagali project tariff

BEL CIT waiver (US cents per kWh)
.F&64- * -rEeiore- *airer + Debt After waiver + Debt Change

2018-
2022

13.83 8.49 5.34

Source: Slrbmr.ssron of Ministry of Energg and Mineral Deuelopment

The Ministry attributed the high tariff costs to the higher payments

required to finance the initial loans in the short term. Therefore,

refinancing was intended to lower the tariff costs.

Following the debt refinancing and CIT waiver, the Ministry of "Energg"

attd "Finartce" reported that the average monthly capacity payments

payable to BEL reduced from USD 13 million in 2018 to USD 1O.8

million in 2021, translating into monthly savings of USD 2.2M (USD

26.4M annually), an equivalent of UGX 1OO.32 Bn at an exchange rate

of UGX 3r8OO per USD. The electricity tariff was reduced from an

average of USD 13.83 kwh to an average of USD cents 8.49 kWh for

2Ol8 to 2022, translating to e 38.6yo reduction, representing

approximately l7%o reduction with US Cents 5.34 per kwh for the off-

peak time of use period.
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Observations

The Committee observes that:

i. The refinancing increased the debt from the outstanding loan

from USD 423 million at the time of refinancing to USD 678

million (an increase of 37o/ol, which meant that government

would lose USD 255 million as the result of refinancing, which

is supposed to be paid by 2032 as opposed to the earlier timeline

of 2023.

ii. The refinancing of the Bujagali Hydropower project using debt is

becoming more expensive to the government because there is an

extra cost of interest and lenders' financing charges, all of which

must be recovered through the tariff charge. Additionally, the

refinancing to the tune of USD 444,306,242 attracted an

issuance cost of USD 38,070,000, which occasioned a 9.4%o loss

on the principal amount compared to an average of loh of the

principal fee for processing a loan.

iii. Before refinancing, GoU had a running loan balance of USD 423

million. The refinancing to the tune of USD 444 mJllion created

an additional USD 21 million cost on the borrowing. If the USD

38.07 million were used to offset part of the loan, the GoU would

have been relieved of a significant amount from the principal

sum.

iv. The GoU was to earn a return on its investment of USD 20 million

by 2023 after the repayment of debts, but the project refinancing

extended the repayment period from 2018 to 2032. By

implication, the extension implies that the GoU would earn its

return on investment when the capital invested in the project has

depreciated over the years and may require significant

investment in rehabilitation to maintain the production capacity.

Recommendations

The Committee recommends that:

)u
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Government should buy out a percentage of the debt to lower

tariff costs in the long term. Additionally, financing projects

such as the Bujagali hydropower project through internally

generated resources like equity would be cheaper.

Government should consider the listing of UEGCL to solicit

capital from the public.

The MoFPED should account for the USD 2.83 million.

TOR 5: To examine the Public Private Partnership Agreement and

ascertain all parties' compliance with the terms of the agreement.

Taxation

Article VIII section 8.1 of the Implementation Agreement and Article XII

Section l2.l of the Power Purchase Agreement require that the company

shall be subject to all taxation in Uganda applicable to a Ugandan

Company. From the records obtained by the Committee, BEL did not pay

a provision for Corporate Income Tax in respect of the projected earnings

totaling to USD 63,048,764 during the first five years of development of

the project.

Obsenration

The Committee observes that the non-compliance before the tax

1.

1l

5.4

5.4.1

exemption to BIiL was a vrolatron oI the agreements as executed by the

parties.

Recommendation.

The Committee recommends that URA should undertake a

comprehensive tax audit on BEL to ascertain compliance with

obligations.

5.4.2 Net Electrical Output

Article III section 3.1 of the Power Purchase Agreement provides for the

Net Electrical Output, and Schedule I to that agreement provides for the

Minimum Functional Specification for the contracted capacity of

e
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25OMW. The agreement further stipulates that the Power Station shall

be capable of delivering the contracted capacity at the Normal Hydraulic

condition, with a total flow through the five turbines that does not exceed

l375m2l s.

The Committee was informed that only 16OMW of power is being loaded

onto the national grid by BEL. This is in violation of the terms of the

Power Purchase Agreement. From the field visit to Bujagali Hydro Power

Dam, the Committee was informed that production is determined by

demand from the UETCL. As such, BEL only produces what is being

demanded from it by UETCL which normally averages at 160 MW.

Obsenration

The Committee observes that whereas the dam has the potential to

produce at maximum capacity, the actual production is not proportional

to the capital investment. As such, the dam is underutilized, yet the

demand for power in the country is high.

Recommendation

UETCL should put in place strategies to increase power supply so as

to meet the growing demand.

5.1.2 Fixing Corporation Income Tax (CIT)

Under Item 4.5 of Annex D of the Power Purchase Agreement; the parties

undertook to agree on a reasonable estimate of the Company Income Tax

payable by the Company during each agreement year. This according to

the agreement should be agreed by the parties not later than one month

before the start of each agreement year and shall be the basis of the

capacity payment for that agreement year. There is no evidence

to the committee as to when the parties ever agreed on a reasonable

Corporate Income Tax payable by the company. This was a violation of

the Power Purchase Agreement.
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5.4.3 Insurance Requirement

Article IX, section 9.1 of the Implementation Agreement provides for

Insurance. It requires the Company to maintain specific policies and

undertake insurance from financially strong and nationally or

internationally reputable Insurance companies in accordance with the

Power Purchase Agreement.

According to the report of the Auditor General, Bujagali Energr Limited

met an insurance loss of USD 163,063.30 when it paid out USD 753,759

for the lost equipment of ALSTOM (a company sub-contracted by Salini)

that was on transit to the site. Despite the fact that there was an

insurance claim and a subsequent compensation to BEL of USD

590,695.70; it still suffered a loss of approximately USD 163,063 that

should have been incurred by the contractor who was required to insure

the items on transit. BEL consequently included the USD \l4rL44 (7O%

of the loss) in the tariff project cost which was indeed irregular and a

violation of the Agreement.

Recommendation

BEL should refund GoU the wrongly claimed insurance costs with

interest.

6 CONCLUSION

The Committee set out to investigate the Bujagali tax waiver and believes

it has done so. This report is based on our analysis of the agreements

between GoU and Bujagali Energr Limited and prevailing power tariffs.

The haemorrhage and repatriation of resources from Uganda have been

modernised through treaties and memorandums of understanding.

Investors represented by sophisticated lawyers impose miserly terms on

the government and employ tax dodgers to bleed profits from the destitute

situations in which the government finds itself. In the case of the Bujagali

power project, the government was in a poor bargaining position, it did

not have the resources to fund the project, and the country could not

)
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afford any further delays. The Committee is of the opinion that

government should intentionally protect the public interest and always

take an active lead role in monitoring strategic and significant projects

such as the Bujagali Hydropower Plant. During the investigation, it was

unclear who was ultimately responsible for monitoring the activities of

BEL as the Ministry of Energr and Mineral Development assumed some

tasks while MoFPED has responsibility as well. In contrast, others were

assumed by UETCL as the executor of the PPA.

Therefore, the Committee strongly calls upon Parliament to compel the

government to renegotiate with Bujagali Energr Limited, the terms in the

PPA, before deciding to extend the tax waiver. This is in addition to

recovery of all excess payments and application of proper figures in the

calculation capacity payments going forward.

I beg to move.

n
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JHE REPUSIIC OF UGANDA

Stalc ilouse'
l'. 0. Bor 25497'

KarrrPala.
tiganda.

Dr. Srel:hcn Roberr lsabahja
Board Chairmar-r
U ga-nd a Electricity G eneration Cornpany Ltd. (UBGCL)
P. O. Box 37
XAI\IPALA

a RE: BUJAGALT ITyDRoELECTRIC POWER PROJpCT TARIFE

fs you are altare, the Uganda Vision 2040 and the National Development

l1T (NDP) 2015-202-0, indentify the development of Electricit-v
liriiastructure as a key element to catalyze socic-economic development.
in- this regard, the energr sector is targeted to provide adequate and
affordable electricity that is important foi Ugandi's competitive edge in
!h" region as a hub for Induetriai Deirloprnent, Foreign Direct
: nve su;:en:, id anufacturing and .l alue A,ltiition.

It is on this note that Governrnent engaged Independent Power Producers
to augment and fili up the energlr gap that existed within the country-
This has yielded positive results as Uganda's electricity supply has
greatly improved o-rei'the years.

Government has, however, noted that witJ the issue of power supply

po\ver tariffs. llhrch have a spiraling effect on tl-re entire value charn of
production anci thus, have a negative impact cn the competiti:.eaess of
the Ugaldan economy as a whole.

It has bee:-r observed that the higher tariffs mainly manifest in the outprtt
lrom the independcnt powcr pruduccls, key 'anong rvhich is the Bujagali
I{ydroporver Pianz (250 MW). Further analysis has shorvn that the mqjor
driver for the Lrigh tariffs is the cost of capital, coupled rx,ith changes in
the ma:ro-eccnornic factors such as thr: orices of key inputs and the
excirangc rates. Furthermore, it iru-s 'cten notecl that the ta:iff from
Bujzrgaii is envisagcC to further increase in lhe rieai- future.
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THE REPUBItC OF UGANDA

State House.

P. O. Box 25491'

KamPala,
Uganda.

3:. .:.I]r.n Roberr rsabalija
uoard Chairman
U ga.nda Electriciry Generation Company Ltd. (UEGCL)P. O. Box 37
KAMPALA

RE: BUJAGALI FTTDROELECTRIC FOWER PI?.OJECT TARIFE
As you_are aware, the Uganda Vision 2040 and the National Development
f'u" [NDP) 2O|5-2O2O, indentily the development of EleCtricit-v
inlrastructure as a key eiement to Jatalyze socio-Jconomic development.Il this regard., the energl sector is targeted to provide adequate and
affordabie electricity trrai is important for ugandds competidve edge inthe region as a hub for Industriai Deieloprnent, Foreign Dl-ect
rnvesrrnen:, Manufacturing ald ./ aiue A,lciition.

It is on this note that Governrnent engaged Independent porver producers
to augment and fill up the enerry gap that existed within the country.
This has yieided positive results as Uganda's electricity supply has
greatly improved over tJ.e years.

Government has, however, noted that rvith the issue of power supply
being adequately addressed, an emerging challenge is that of the high
power tariffs, whrch have a spiraling effect on the entire value ctrain-or
production anci thus, have a negative impact cn the competitiveness of
the Ugandan economy as a tvhole.

It has been observed that the higher tariffs ma:nly manifest in the output
irom the independcnt power pruducers, key anong which is the ruiagali
Hydrop-owe.r P1""i (250 M'ff). Further a;ralysis has shown that the *J.in.
driver for the l-righ tariffs is the cost of.capital, coupled with changes in
the macro-eccr:omic factors such as the prices of ke5, inputs and th_e
exchangc rates. Furthermore, it iia,s i:ren :rotecl trrat the ta:ili fro=
Bujagaii is envisaged to further rncrease in the tiea.r fuh:re.
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lt is Nith this backgrouncl tirat Cabinet agreecl to further review different
options on horv to reciuce the high po,i.. tariffs specifically from the
Bujagali HPP.

1, therefote, <lirect that Uganda Electricity Generation Company Ltd.
being the Govcrnment agency responsibie for polver generation, .toidentify probable investors wtro are ivilling to refinance the project with
loryer returns on investment and interest.

Handle this task expeditiously and present your recommendations,
prelerably within this {inancial year.

Y
PR SIDENT

Copy to H.E. the Vice president
RL Hon. prime Minister
Minister of Enerry and Minerals Develbpment
Minister of Finance, planning arrd Economic Development
Mirrister lor the presidency/ i_CCA
Permanent Secretary, Ministry of Energr and Minerals
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Table l5: Composition of Ad hoc Committee on Bujagali Tax Waiver

SN NAME CONSTITUENCY SIGNATURE

1 HON. DICKSONS
KATESHUMBWA

(

SHEEMA
MUNICIPALITY

2
=COUNTY WEST

BUDADIRIHON. NATHAN NANDALA
MAFAI

3 KASHONGI
COUNTY

HON. HERBERT
TAYEBWA MUSASIZI

4 HON. NAKUT FAITH LORU DWR - NAPAK r

5 DWR - JINJAHON. LOY KATALI

6 HON. ESTHER
AFOYOCHAN

DWR - ZOMBO

7 HON. KARIM MASABA INDUSTRIAL
DIVISION

8 HON. MUHAMMAD
MUWANGA KIVUMBI

BUTAMBALA
COUNTY

9 HON. PUAL OMARA OTUKE COUNTY
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ADDENDUM TO THE REPORT OF THE AD HOC COMMITTEE ON
BUJAGALI TA>( WAIVER.

The Ad hoc Committee tasked to inquire into the Bujagali Tax Waiver
concluded its assignment, and out a total of nine Members, the following eight
Members signed the report in December 2022.

i. Hon. Dicksons Kateshumbwa
ii. Hon. Nathan Nandala Mafai
iii. Hon. Herbert Tayebwa Musasizi
iv. Hon. Nakut Faith Loru
v. Hon. Loy Katali
vi. Hon. Karim Masaba
vii. Hon. Muhammad Muwanga Kivumbi
viii. Hon. Pual Omara

The report of the Ad hoc Committee was on the Order Paper of Tuesday, l4rh
March 2023 and was due for presentation to the House. However, it came to
the attention of the Chairperson that there were three inadvertent errors that
required correction.

In a meeting of the Members of the Ad hoc Committee held on 14th March
2023 at O4:2O pm in the South Committee Room, the Members resolved to
correct the report's record to capture the following amendments.

i. Correct the report's record to capture US Cents 5.72lkWh instead of
USD 6.55/kwh under 5.2, TOR 2 and Tor 3 on the second line of
recommendation (iii) on Pg.25.

ii. Correct the report's record to capture 16 years instead of 12 years under
5.3, TOR 4 on Pg. 26, tlne second line of the second paragraph.

iii. Correct the report's record to capture the year "2O18" instead of "2OL6"
under the same TOR 4 on Pg. 27, the first line of the third paragraph.

The Committee agreed that the above corrections also be directly indicated in
the signed report of the Committee in the actual positions applicable and
thereafter counter signed by the Chairperson.

Accordingly, this Addendum modifies and suppiements the Report of the Ad
hoc Committee on Bujagali Tax Waiver. The Members' signatures below
constitute their acceptance of and adoption of this Addendum.

MEMBERS OF THE COMMITTEE ON BUJAGALI TAX UIAIVER

Sn NAME

1 Hon. Dicksons Kateshumbwa

2 Hon. Nathan Nandala Mafai

3 Hon. Herbert Tayebwa Musasizi

4 Hon. Nakut Faith Loru

CONSTITUENCY

Sheema Municipali

Budadiri County
West
Kashongi County

DWR - Napak

SI
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5 Hon. Loy Katali
6 Hon. Esther Afoyochan

7 Hon. Karim Masaba

8 Hon. Muhammad Muwanga Kivumbi

9 Hon. Paul Omara

DWR - Jinja
DWR - Zombo

Industrial Division -
Mbale
Butambala County

Otuke County
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