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 Enhancing Public Accountability and Making a Difference 

PREAMBLE 
 
This report presents the findings and recommendations of the Auditor General on Uganda 
Electricity Generation Company for the Audit year ended December 2024. The report is based 
on a comprehensive analysis of the evidence gathered from the audits undertaken during the 
year and is intended to provide stakeholders with a clear understanding of the key findings 
and conclusions of the Auditor General. The recommendations outlined in this report aim to 
support the company in achieving its goals and objectives and to promote better service 
delivery. 
 
The report has 5 sections: Section 1 contains the financial audit report on the financial 
statements for the financial year ended 30th June 2024, Section 2 has key findings on 
compliance with the specified regulatory framework, Section 3 highlights an evaluation of 
the company's performance, Section 4 highlights the projects audited under UEGCL, and 
Section 5 contains Appendices including Financial statements. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 

iii 

 

 Enhancing Public Accountability and Making a Difference 

Table of Contents 

SECTION 1: REPORT OF THE AUDITOR GENERAL ON THE FINANCIAL STATEMENTS OF 
UGANDA ELECTRICITY GENERATION COMPANY LIMITED FOR THE YEAR ENDED 30TH JUNE 
2024 ______________________________________________________________________ 1 

Key Audit Matter ____________________________________________________________ 1 

1.1 Recognition of revenue from the sale of electricity generated from Nalubaale-Kiira 
Power Stations (NKPS) _______________________________________________________ 2 

1.2 Outstanding Receivables ________________________________________________ 3 

1.3 Long outstanding payables ______________________________________________ 3 

Other Information ___________________________________________________________ 4 

Management Responsibilities for the Financial Statements ___________________________ 4 

Auditor’s Responsibilities for the Audit of the Financial Statements ____________________ 4 

1.4 Management of land for generation facilities ________________________________ 6 

1.5 Human Resource Management ___________________________________________ 7 

1.5.1 Staffing Gaps _______________________________________________________ 7 

1.5.2 Short term employment contracts ______________________________________ 8 

SECTION 2: REPORT ON THE AUDIT OF COMPLIANCE WITH THE RELEVANT REGULATORY 
FRAMEWORK _______________________________________________________________ 9 

2.1 Assessment of Corporate Governance _______________________________________ 9 

SECTION 3: REPORT ON PERFORMANCE EVALUATION ____________________________ 12 
3.1 Assessment of the Company’s Financial Performance ________________________ 12 

3.1.1 Operating Margin _____________________________________________________ 12 

3.1.2 Profits After Tax ______________________________________________________ 12 

3.1.3 Return on Assets (ROA) ________________________________________________ 13 

3.1.4 Liquidity Assessment __________________________________________________ 13 

3.1.5 Debt Ratio Analysis ____________________________________________________ 14 

3.1.6 Interest Cover ________________________________________________________ 15 

3.2 Implementation of the Approved Budget ___________________________________ 15 

3.3 Project Infrastructure ____________________________________________________ 20 

SECTION 4: DONOR-FUNDED PROJECT AUDITED UNDER THE COMPANY _____________ 28 

SECTION 5: APPENDICES ____________________________________________________ 29 

FINANCIAL STATEMENTS ____________________________________________________ 46 
 

 
 



 
 
 

iv 

 

 Enhancing Public Accountability and Making a Difference 

List of acronyms  
SN ACRONYM MEANING 

1.  Bn Billion 
2.  CDAP Community Development Action Plan 
3.  DLP Defects Liability Period 
4.  EPC Engineering, Procurement and Construction 
5.  ERA Electricity Regulatory Authority 
6.  FY Financial Year 
7.  GOU Government of Uganda 
8.  HPP Hydro Power Plant  
9.  ICT Information and Communication Technology 
10.  IESBA International Ethics Standards Board for Accountants 
11.  IFRS International Financial Reporting Standards 
12.  INTOSAI International Organization of Supreme Audit Institutions  
13.  IPCs Interim Payment Certificates 
14.  ISSAI International Standards of Supreme Audit Institution 
15.  MEMD Ministry of Energy and Mineral Development 
16.  MoFPED Ministry of Finance Planning and Economic Development 
17.  NAA National Audit Act 
18.  NKPS Nalubale-Kiira Power Stations 
19.  O&M Operations and Maintenance 
20.  OE Owners Engineer 
21.  PAPs Project Affected Persons 
22.  PPA Power Purchase Agreement 
23.  RAP Resettlement Action Plan 
24.  UEGCL Uganda Electricity Generation Company Limited 
25.  UETCL Uganda Electricity Transmission Company Limited 
26.  TPP Thermal Power plant 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 

1 

 

 Enhancing Public Accountability and Making a Difference 

SECTION 1: REPORT OF THE AUDITOR GENERAL ON THE FINANCIAL 
STATEMENTS OF UGANDA ELECTRICITY GENERATION COMPANY LIMITED FOR 

THE FINANCIAL YEAR ENDED 30TH JUNE 2024 
 
THE RT. HON. SPEAKER OF PARLIAMENT 
 
Opinion 
 
I have audited the financial statements of Uganda Electricity Generation Company Limited 
(UEGCL) for the financial year ended 30th June 2024, which comprise the Statement of 
Financial Position as at 30th June 2024, the Statement of Profit or Loss and Other 
Comprehensive Income, the Statement of Changes in Equity, and the Statement of Cash 
Flows, together with other accompanying statements for the year then ended, and notes to 
the financial statements, including a summary of significant accounting policies. 
 
In my opinion, the accompanying financial statements present fairly, in all material respects, 
the financial position of Uganda Electricity Generation Company Limited as at 30th June 2024, 
and its financial performance and cash flows for the year then, ended in accordance with the 
International Financial Reporting Standards (IFRS), and the requirements under the 
Companies Act, Cap 106 of the Laws of Uganda. 
 
Basis for Opinion  
 
I conducted my audit in accordance with the International Standards of Supreme Audit 
Institutions (ISSAIs). My responsibilities under those standards are further described in the 
Auditor's Responsibilities for the Audit of the Financial Statements section of this report. I am 
independent of the Company in accordance with the Constitution of the Republic of Uganda, 
1995 (as amended), the National Audit Act, Cap 170, the International Organization of 
Supreme Audit Institutions (INTOSAI) Code of Ethics, the International Ethics Standards Board 
for Accountants Code of Ethics for Professional Accountants (Parts A and B) (IESBA Code), 
and other independence requirements applicable to performing audits of Financial Statements 
in Uganda. I have fulfilled my other ethical responsibilities in accordance with the IESBA Code 
and in accordance with other ethical requirements applicable to performing audits in Uganda. 
I believe that the audit evidence I have obtained is sufficient and appropriate to provide a 
basis for my opinion. 
 
Key Audit Matter 
 
Key audit matters are those matters that, in my professional judgment, were of most 
significance in my audit of the financial statements of the current period. I have determined 
that there are no key audit matters to communicate in my report.   
 
Emphasis of Matter  
 
Without qualifying my opinion, I would like to draw the readers’ attention to the following 
matters which have been reflected under Notes 3C, 21 and 28 of the financial statements; 
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1.1 Recognition of revenue from the sale of electricity generated from 
Nalubaale-Kiira Power Stations (NKPS) 
 
Disclosed under Note 3C are power sales from NKPS to UETCL amounting to 
UGX.90.13Bn out of which UGX.48.25Bn investment component of the tariff was 
recognised as differed income in the statement of financial position.                                          
Analysis of the revenue recognised revealed the following: 

 
i. The generation license does not specify that the investment component relates 

to future capital expenditure, as well as the refund mechanism in the event the 
company does not satisfy the performance obligations.  
 

ii. In a letter dated 27th August 2024, the URA guided that income generated from 
the sale of electricity energy by UEGCL is business income and thus chargeable 
to tax in accordance with the Income Tax Act. The guidance therefore indicates 
that the revenue should be recognised to enable the authority charge 
corporation tax, a treatment that contradicts the deferral of income. 
 

iii. IFRS 15.110 requires that the company discloses sufficient information to 
enable the users understand the nature, amount, timing and certainty of 
revenue arising from contracts with the customers. However, the company did 
not disclose the following;  
 
• Revenue recognised in the year that was included in the deferred 

liability balance at the beginning of the year.  
 
• Performance obligations satisfied, partially satisfied and unsatisfied as 

at year end. 
 
• Payments made during the year for which no performance obligation 

has been fulfilled i.e. Work in Progress (WIP). 
 
• The timing of the satisfaction of the performance obligation and the 

amount allocated to the performance obligations. 
 

The above implies a contradiction between the revenue that the company has 
recognised and the revenue from which the URA expects to charge tax which may 
result into tax penalties and potential litigation. However, the recognition of all revenue 
in full implies that the investment fund is net of tax which will affect implementation 
of planned investments. 
 
The Accounting Officer explained that the investment component of the revenue is 
part of the overall tariff revenue that UEGCL earned. However, since it is earmarked 
for specific future capital expenditure, this portion of revenue cannot be immediately 
recognized in the statement of comprehensive income as revenue. This component 
has been recognized as deferred income on the statement of financial position until 
the performance obligation is fulfilled. 
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Recommendation 
 
I advised the company’s stakeholders including MEMD, MoFPED, ERA, URA and 
Accountant General, to come up with the guiding framework for the accounting 
treatment of the investment component of the tariff and the associated taxes. 
 

1.2 Outstanding Receivables 
 
Disclosed in note 21 of the financial statements are trade and other receivables of 
UGX.118.66Bn which increased by UGX.42.63Bn (56%) from UGX.76.02Bn in the 
financial year 2022/2023. The outstanding receivables majorly relate to unpaid power 
sales to UETCL amounting to UGX.87.73Bn of which UGX.12.36Bn relates to 
unreleased Namanve capacity charge from treasury for the 13 months from December 
2022 to December 2023 and two (2) invoices for May and June 2024.  
 
The delayed collection of receivables affects the efficient and safe management of the 
company’s assets which may impact reliability and security of electricity supply. 
 
The Accounting Officer explained that UEGCL discussed and made formal requests to 
UETCL, MoFPED and MEMD since last financial year to provide support for this funding 
through supplementary requests. The supplementary budget approval for the 
Namanve TPP (Thermal Power Plant) capacity charges of UGX.19.65 Bn was granted 
during the year, however the funds were not released. This led to a shutdown of 2 
units at Namanve due to failure to implement planned capital investments.  
 
Recommendation 
 
I advised the Accounting Officer to continue engaging MoFPED and MEMD to provide 
funding for the outstanding capacity charges for Namanve. 
 

1.3 Long outstanding payables 
 
Note 28 shows that trade and other payables decreased by UGX.10.32Bn (21%), from 
UGX.48.48Bn to UGX.38.16Bn in 2023/2024. Of the outstanding payables, 58% relates 
to supply of the Heavy Fuels and oils for Namanve TPP and Owner’s engineer 
supervision cost for Karuma HPP and Isimba HPP which remained outstanding by the 
end of the financial year. 
 
This was attributed to budget and cashflow constraints arising from insufficient GOU 
budgets and releases to support project supervision.  
 
Failure to promptly settle outstanding obligations affects the company's 
creditworthiness, reputation, the morale of the owner's engineer and the quality of 
works.  
 
The Accounting Officer explained that the company always prioritizes the budgets for 
project supervision to minimize the risks associated with delayed payments. For 
instance, in the FY 2023/24, a budget request of UGX.144Bn was submitted and only 
UGX.43.5Bn was approved and released. In addition, a supplementary of UGX.43.1Bn 
received during the year was not adequate to pay all the outstanding invoices.  
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Recommendation  
 
I advised the Accounting Officer to engage MEMD and MoFPED to provide funding for 
settlement of the supervision costs and other obligations. 
 

Other Information 
 
The Directors are responsible for the other information. The other information comprises the 
statement of responsibilities of the Directors, commentaries by the Executive Director and the 
Head of Accounts, and other supplementary information. The other information does not 
include the financial statements and my auditors’ report thereon. My opinion on the financial 
statements does not cover the other information and I do not express an audit opinion or any 
form of assurance conclusion thereon. 
 
In connection with my audit of the financial statements, my responsibility is to read the other 
information and, in doing so, consider whether the other information is materially consistent 
with the financial statements, or my knowledge obtained in the audit, or otherwise appears 
to be materially misstated.  If, based on the work I have performed, I conclude that there is 
a material misstatement of this other information; I am required to report that fact. I have 
nothing to report in this regard. 
 
Management Responsibilities for the Financial Statements  
 
The Directors are also responsible for the preparation of financial statements in accordance 
with the requirements of IFRS and for such internal control as management determines 
necessary to enable the preparation of financial statements that are free from material 
misstatement whether due to fraud or error. 
 
In preparing the financial statements, the Directors are responsible for assessing the 
Company’s ability to continue as a going concern, disclosing, as applicable, matters related to 
going concern and using the going concern basis of accounting, unless the Directors have a 
realistic alternative to the contrary.  
The Directors are responsible for overseeing the Company’s financial reporting process. 
 
Auditor’s Responsibilities for the Audit of the Financial Statements  

 
My objectives are to obtain reasonable assurance about whether the financial statements as 
a whole are free from material misstatement, whether due to fraud or error and to issue an 
auditor’s report that includes my opinion. Reasonable assurance is a high level of assurance 
but is not a guarantee that an audit conducted in accordance with ISSAIs will always detect a 
material misstatement, when it exists. Misstatements can arise from fraud or error and are 
considered material if, individually or in aggregate, they could reasonably be expected to 
influence the economic decisions of users, taken on the basis of these financial statements. 

 
As part of an audit in accordance with ISSAIs, I exercise professional judgement and maintain 
professional scepticism throughout the audit. I also; 
 
• Identify and assess the risks of material misstatement of the financial statements, 

whether due to fraud or error, design and perform audit procedures responsive to 
those risks, and obtain audit evidence that is sufficient and appropriate to provide a 
basis for my opinion. The risk of not detecting a material misstatement resulting from 
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fraud is higher than for one resulting from error, as fraud may involve collusion, 
forgery, intentional omissions, misrepresentations, or the override of internal control. 
 

• Obtain an understanding of internal control relevant to the audit in order to design 
audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the Company’s internal control.  
 

• Evaluate the appropriateness of accounting policies used and the reasonableness of 
accounting estimates and related disclosures made by the management. 
 

• Conclude on the appropriateness of management’s use of the going concern basis of 
accounting and, based on the audit evidence obtained, whether a material uncertainty 
exists related to events or conditions that may cast significant doubt on the Company’s 
ability to continue as a going concern. If I conclude that a material uncertainty exists, 
I am required to draw attention in my auditor’s report to the related disclosures in the 
financial statements or, if such disclosures are inadequate, to modify my opinion. My 
conclusions are based on the audit evidence obtained up to the date of my auditor’s 
report. However, future events or conditions may cause the Company to cease to 
continue as a going concern. 
 

• Evaluate the overall presentation, structure and content of the financial statements, 
including the disclosures, and whether the financial statements represent the 
underlying transactions and events in a manner that achieves fair presentation. 

 
I communicate with the Directors regarding, among other matters, the planned scope and 
timing of the audit and significant audit findings, including any significant deficiencies in 
internal control that I identify during my audit.  

 
I also provide the Directors with a statement that I have complied with relevant ethical 
requirements regarding independence, and to communicate with them all relationships and 
other matters that may reasonably be thought to bear on my independence, and where 
applicable, related safeguards. 
 
From the matters communicated with the Directors, I determine those matters that were of 
most significance in the audit of the financial statements of the current period and are 
therefore the key audit matters. I describe these matters in my auditor’s report unless law or 
regulation precludes public disclosure about the matter or when, in extremely rare 
circumstances, I determine that a matter should not be communicated in my report because 
the adverse consequences of doing so would reasonably be expected to outweigh the public 
interest benefits of such communication. 
 
Other reporting responsibilities 
 
In accordance with Section 18 (1) of the National Audit Act (NAA), Cap 170, I report to you, 
based on my work described on the audit of Financial Statements, that; except for the matters 
in Section 2 of this report and those raised below, and whose effect have been considered in 
forming my opinion on the financial statements, the activities, financial transactions and 
information reflected in the financial statements that have come to my notice during the audit, 
are in all material respects, in compliance with the authorities which govern them.  
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In respect of the compliance criteria of the applicable laws and regulations, I consider it 
necessary to communicate the matters below; 
 
1.4 Management of land for generation facilities 

 
According to paragraph 11 of UEGCL Financial policies and procedures manual 2019, 
the Company is required to maintain an updated register of all its assets, ensuring that 
they are protected and safeguarded against theft.   
 
The Company controls various parcels of land on which the generation facilities are 
held, however I noted that; 
 
• Karuma HPP, Isimba HPP, Nalubaale-Kiira, Namanve TPP, were not recorded 

in the Company’s fixed assets register. 
 
• No evidence that titling process of some of the land parcels had commenced. 
 
• Some of the land was encroached on and the matters were in court. 
 
• For some parcels the RAP process had not been completed and therefore full 

control had not been attained. 
 

Table Showing status of land controlled by UEGCL 
Generation 
Asset 

Land 
Description 

Comment Management response 

Karuma HPP Not recorded 
in Asset 
register 

Titling not complete 
RAP not complete 95%  
Land encroached 
Title in custody of 
MEMD 

UEGCL’s mandate is to operate 
and maintain Gov’t’s Electricity 
Generation Assets. MEMD 
reserved the rights to purchase 
project land and, they also handle 
RAP as well as process of titling. 

Isimba HPP Not recorded 
in Asset 
register 

Titling not complete, 
RAP not complete 
Land encroached and 
reported that some of 
the boundary mark 
stones were vandalized 
by the community 

UEGCL’s mandate is to operate 
and maintain Govt’s Electricity 
Generation Facilities. MEMD as the 
Owner of Project reserved the 
rights to purchase project land and 
conduct RAP to completion. 

Nalubaale-
Kiira HPP 

FRV 216 
Folio 17 Land 
at Njeru 
vested in 
UEGCL from 
UEB 

Transfer of UEGCL land 
at Njeru not complete 
 

Separation of title has 
commenced.  The file is at Mukono 
Zonal Lands Office with respect to 
the title of land within Njeru. The 
file will thereafter be forwarded to 
Jinja District Land Office  

Namanve 
Thermal 
Power Plant 

Not recorded 
in Asset 
register 

Land not yet transferred 
to MEMD and then to 
UEGCL 

At the Takeover of the NTPP from 
the developer- Jacobsen, all titles 
of the project land were handed 
over to MEMD, which is now 
processing transfer into Uganda 
Land Commission. 

Nyagak III Not recorded 
in Asset 
register 

No evidence that the 
process of titling has 
commenced. 

RAP is still on-going and titling will 
commence once it is completed. 
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Generation 
Asset 

Land 
Description 

Comment Management response 

Maziba HPP FRV 233 
FOLIO 12 

No evidence that the 
process of titling has 
commenced. 
Land encroached and 
the matter is in court. 

The land title is awaiting 
endorsement by the Registrar of 
titles at the Kabale Zonal Lands 
Office. 
Court process is still on to resolve 
the encroachment.  

Muzizi  RAP on going and the 
process of land titling 
has not commenced. 

Noted, RAP is still ongoing. UEGCL 
to consult with the relevant 
stakeholders given the 
complexities regarding Muzizi 

 
The failure to streamline ownership and control of the Company’s land impacts 
acquisition and renewal of licenses and transfer of Environment Impact Assessment 
certificates to UEGCL upon acquisition of facilities which are held on the land.  

 
Recommendation 
 
I advised the Accounting Officer to maintain a complete and accurate record of all the 
land controlled by the Company with relevant details such as size, location and value 
to ensure traceability and accountability.  
 

1.5 Human Resource Management 
 

1.5.1 Staffing Gaps 
 
The Board approved the reviewed organizational structure at the 129th extra ordinary 
meeting on 31st May 2024. 
 
A review of the approved structure revealed that out of 491 approved positions, a total 
of 371 (76%) positions were filled, leaving 120 (24%) vacant. Some of the key vacant 
positions included: Section Head-Mechanical-Karuma, Manager Health and Safety, 
Section Head Civil Karuma, Head Engineering and Asset Management among other 
positions as detailed in Appendix 1. 
 
Understaffing hinders the entity’s ability to deliver its mandate. 
 
The Accounting Officer committed to fill the vacant positions during the course of the 
5-year strategic plan period 2023-2024, in line with approved annual manpower plans 
and giving priority to critical positions. 

Recommendation 
 
I advised the Accounting Officer to ensure that critical positions are filled to enhance 
the company’s ability to deliver its mandate. 
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1.5.2 Short term employment contracts 
 
The Board at its 73rd ordinary meeting held on 23rd February 2023 approved offer of 
two-year contracts for recruitment or renewal of contracts and would automatically be 
terminated after the rationalization and merger process. 
 
A review of the staff list revealed that all staff contracts were valid up to 30th June 
2025 pending implementation of the merger of electricity companies.  
 
Short-term offers render it difficult for the Company to attract highly qualified and 
experienced labour during recruitment. In addition, short tenure of contracts and the 
uncertainty of job security affect the ability of staff to diligently perform their duties, 
which impacts the operations of the Company. 
 
The Accounting Officer explained that MEMD was engaged and is liaising with the 
Ministry of Public Service to secure an approval for the extension of the employment 
contracts for staff. Similarly, the UEGCL Board of Directors intended to engage the 
shareholders at the Annual General Meeting on the extension of contracts.  

 
Recommendation 
 
The Ministry of Public Service and the shareholders should provide guidance on the 
extension contracts and provide a clear roadmap on the merger process to avoid the 
loss of critical staff. 

 
 
 
Edward Akol 
AUDITOR GENERAL 
 
20th December, 2024 
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SECTION 2: REPORT ON THE AUDIT OF COMPLIANCE WITH THE RELEVANT 
REGULATORY FRAMEWORK 

 
The Office of the Auditor-General conducted a compliance audit on a subject matter of 
Assessing the Company’s Corporate Governance. 
 
The audit was conducted in accordance with the functions of the Auditor General, specified 
in Section 18 of the National Audit Act Cap 170. 
 
The primary objective of the audit was to obtain sufficient and appropriate audit evidence 
to form a conclusion on whether UEGCL complied with the relevant identified criteria. 
 
My audit was conducted in accordance with the International Standards of Supreme Audit 
Institutions (ISSAI 4000)1 on compliance auditing.  
 
Relevant audit criteria 
 
The criteria for the audit were based on Acts of Parliament, regulations, and 
manuals/guidelines designed to ensure compliance with laws governing the Corporate 
Governance for Statutory Corporations. 
 
These include; 
 
• Multiple international and national corporate governance authorities, such as the 

ICGN, ISO, and the Institute of Corporate Governance of Uganda. 
• The Company’s Act. 
• UEGCL’s Board Charter. 
 
Audit Methodology 
 
My audit was conducted based on the information and records provided by UEGCL. In 
executing this audit, various approaches were exercised which included; 
 
• Documents reviews. 
• Physical inspections. 
• Interviewing relevant officials of the company and; 
• Analysing data provided 
 
Audit Findings 
 
The material findings with respect to the compliance criteria for the applicable subject 
matter are as follows; 
 
2.1 Assessment of Corporate Governance 

The overall audit objective is to assess and evaluate the appropriateness and 
effectiveness of the governance practices, decision-making processes, and 
oversight responsibilities performed by the entity’s governance board. 
 

                                                        
1 ISSAI 4000 - Compliance Audit Standard  
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2.1.1 Delayed annual Board evaluation  
 
According to paragraph 17 of the UEGCL’s revised Board of Directors Charter, the 
Board shall undertake a formal and rigorous evaluation of its own effectiveness and 
performance, of its individual members, Committees and the Chairpersons of the 
Board. The performance evaluation shall be done at least once annually in accordance 
with appropriate evaluation tools approved by the Board of Directors.  
 
During the year, there was no evidence of board evaluation contrary to the provisions 
of the charter. I reviewed the annual report and noted that the board evaluation was 
deferred, which contradicts good corporate governance practices. 
 
Failure to undertake evaluation of the board’s performance affects the board’s ability 
to assess its effectiveness and of its committees. 

The Accounting Officer explained that the board evaluation for the period 2023/24 was 
to be conducted in the second half of the FY 24/25 and would be completed within six 
months of the end of the year. However, the evaluation for the period 2022/2023 was 
only completed in June 2024 and it is prudent to give some time for the implementation 
of the recommendations before the next evaluation. 
 
Recommendation 
 
I advised the Board to conduct board performance evaluation annually as stipulated in 
the charter to ensure that any performance gaps identified are timely addressed. 
 

2.1.2 Board composition 
 
The First Schedule Table F (Section 14) of the Companies Act, CAP.106 requires that 
the composition of board be a balance of executive and non-executive directors, with 
the non-executive directors as the majority.  
 
Whereas I acknowledge the provisions in the board charter to outsource some of the 
required expertise needed at a particular time, review of the ERA report revealed that 
there were gaps in the mix of skills, expertise, experience and diversity in the board 
and its committees. Furthermore, there are no executive directors without voting rights 
on the board and the ratio of public to private sector relevant experience of the 
members was reported at 6:1 by ERA. 
 
The imbalances in the mix of relevant skills, expertise, experience and diversity in the 
board composition can lead to inefficiencies in the operations of the board and 
execution of its roles. Additionally, the significant representation of the board by public 
sector may deny the company the benefits of private sector experience. 
 
The Accounting Officer explained that the Board resolved to co-opt a competent person 
with the relevant ICT skills, competences and experience to assist the Board execute 
its role concerning ICT Governance and Oversight, as well as one with Risk 
Management and oversight skills to assist the Board on the risk oversite role. The 
Executive Management is involved in all Board meetings and provides the balance to 
the board by offering an independent perspective and constructive advice. 
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Recommendation 
 
The shareholders are advised to perform a comprehensive needs assessment for the 
board composition to ensure a well-balanced board in accordance with the 
requirements of the Companies Act and good corporate governance principles and 
practices. 
 

2.1.3 Undefined Board Tenure 
 
According to Section11(b) and (g) of the UEGCL board charter states that in 
constituting the Board, the following considerations will be borne in mind: The 
Directors’ terms of service, tenure in office and renewal of appointment, shall be 
determined by the Shareholders at an Annual General Meeting; The Shareholders shall 
ensure that at the time of constituting the Board, clear terms and conditions of service 
for the Directors shall have been drawn up; clarity on time commitments; a 
performance management mechanism for the Board in place and an approved oath 
for the Directors to be appointed. 
 
I reviewed the appointment letters of the board and noted that the board members 
had no term limits for reappointment, it was contingent on the shareholder’s decision 
at the AGM. This was due to lack of provisions in the board charter on the number of 
times the board members would be reappointed. 
 
Without new members coming in, the Board may be denied new ideas, experience and 
perspectives that would enhance creativity and innovation. 

 
The Accounting Officer explained that board tenure is determined by the shareholders. 
 
Recommendation 
 
The shareholders are advised to ensure that the tenure of the board in terms of 
reappointment is clearly defined in the board charter to ensure attraction of new talent 
and experience into the company’s’ governance structure. 
 

Conclusion 
 
The evidence obtained from the compliance audit of the Uganda Electricity Generation 
Company Limited on the corporate Governance subject matter is sufficient and 
appropriate to provide a basis for my conclusion.  
 
Based on the work performed described in this report, except for the findings stated 
above, nothing has come to my attention that causes me to believe that the subject 
matter is not in compliance, in all material respects, with the relevant criteria. 
 
 
 
Edward Akol 
AUDITOR GENERAL 
 
20th December, 2024 
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SECTION 3: REPORT ON PERFORMANCE EVALUATION 
 
In accordance with Schedule 2 of the Public Finance Management Act Cap 171 on the 
presentation of financial statements, and Section 18 of the NAA Cap 170, I undertook an 
evaluation of the Company’s actual performance in comparison with its planned activities and 
outputs for the year as well as its mandate. This section presents the findings from the 
evaluation of the performance.  

 
3.1 Assessment of the Company’s Financial Performance 

 
Section 50(1) of the Public Finance Management Act CAP.171 requires an Accounting 
Officer of a public corporation to independently manage the enterprise, operate 
efficiently, make profits and pay dividends to the shareholders. Their financial 
performance is therefore of interest to the stakeholders. Accordingly, I used financial 
ratios to analyse and assess the company’s profitability, liquidity, efficiency and 
solvency. Below are my findings: 
 

3.1.1 Operating Margin  
 
Operating margin is the ratio that indicates how much profit an enterprise makes from 
its core business in relation to its total revenues. It is calculated from Operating income 
or EBIT /total revenue. It measures the extent to which the company can pay for its 
operating costs, while remaining profitable. Generally, an operating margin higher than 
15% is considered good. A higher operating margin means that the enterprise has less 
financial risk.  
 
The Company had an operating margin of 28.5% which is above 15% and thus 
considered adequate. I further noted that the operating margin increased by 6.1% 
from 22.4% realized in the previous year 2022/23.  

The improved performance was attributed to increase in revenue arising from the 
takeover of Karuma and Nalubale-Kiira power plants. 

Although the increase in the operating margin signals the Company's financial stability 
and its ability to cover the operating costs effectively, the Accounting Officer 
highlighted that 82% of the revenue was ringfenced for loan repayments and therefore 
the Company remains vulnerable with liquidity challenges. 
 
Recommendation  
 
I commended the Accounting Officer for the improved performance and urged 
management to continue deploying good cost management controls to ensure efficient 
use of resources. 
 

3.1.2 Profits After Tax  
 
The Company’s profit increased from UGX.33.99Bn in the prior year to UGX.54.28Bn 
in 2023/2024 representing a 60% growth in profits. 
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The significant improvement in profitability was mainly attributed to increased revenue 
and the reduction in administrative expenses arising from the fact that the previous 
expenses included the buyout amount of Nalubale-Kiira HPPs.  
 
Whereas in the context of an electricity generating Company growth in profitability 
signifies financial health and sustainable operations as well as its capacity to undertake 
future projects, the Accounting Officer indicated that the profit will be absorbed by the 
loan repayment. 
 
Recommendation 
 
I commended the Accounting Officer for the improved profitability and advised 
management to explore strategies to sustain the positive trend. 
 

3.1.3 Return on Assets (ROA) 

Return on Assets shows the percentage of how profitable a Company’s assets are 
generating revenue. It measures management’s efficiency in using the Company’s 
assets to generate earnings. Although companies that require large initial investments 
will generally have lower return on assets, ROAs below 5% are generally considered 
inadequate.  

I noted that although the company’s ROA increased by 0.21 from last year’s 1.04% to 
1.25% which suggests a slight improvement the return is still considerably below the 
desired 5%.  
 
This indicates a suboptimal utilisation of the company's assets to generate income, 
which was attributed to low electricity sales arising from the current weed challenge 
which impacts utilization of assets, as well as the low dispatch since capacity-based 
plants are prioritized over energy based. 
 
The Accounting Officer stated that strategies such as a revision of the license to provide 
for cost reflective tariff which is line with the average tariff and allowing UEGCL to earn 
a reasonable return on investment would improve the ROA. The sector is also exploring 
the opportunity presented by the Electricity (Amendment) Act, of eliminating the single 
market buyer structure and selling directly to end users and East African Power Pool 
(EAPP). 

 
Recommendation  
 
I advised the Accounting Officer to engage ERA to revise the license to provide for a 
cost reflective tariff and allow UEGCL to earn a reasonable return on investment. In 
addition, the opportunities presented in the Act should be explored. 
 

3.1.4 Liquidity Assessment  
 
The Liquidity ratio measures a company's ability to meet short-term financial 
obligations with its current assets. A quick ratio between 1 and 1.5 is generally 
considered healthy. 
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UEGCL’s quick ratio as at 30th June 2024 was 0.3 as compared to 0.2 as at the end of 
last financial year, and below the desired ratio of 1. This implies that the company’s 
current assets are insufficient to cover its short-term obligations. Given that some of 
the cash balances are earmarked for specific future investments, the company’s 
liquidity position is unhealthy. 
 
This was attributed to loss of the Namanve capacity revenue due to unavailability shut 
down of generator 2 and 7 which were due for overhaul, delayed commissioning of 
Karuma which led to accumulation of interest payable and delayed fulfilment of 
government commitment to provide funding for owner’s engineer, Karuma HPP startup 
funds and Namanve capacity arrears.  
 
It was further attributed to invoicing based on energy as opposed to capacity of the 
HPP as per the power purchasing agreements which limits revenue stream. These 
factors increased the Company's short-term obligations without a proportional increase 
in current assets. 
 
This implies that the Company’s current assets are insufficient to cover its short-term 
obligations. Given that some of the cash balances are earmarked for specific future 
investments and loan repayment, the Company’s liquidity position is unhealthy. 
 
The Accounting Officer explained that the Company has continued to pursue the 
collection of the long outstanding receivables from UETCL, as well as continued efforts 
to pursue the financial sustainability agenda for the energy sector to provide a cost 
reflective tariff. 
 
Recommendation 
 
I advised the Accounting Officer to engage relevant stakeholders to renegotiate the 
power purchase agreement, so that invoicing is based on capacity rather than energy 
sold. In addition, the license for Nalubale-Kiira power plant should be reviewed to 
provide for a cost reflective tariff. Furthermore, MoFPED should provide funding for 
the Namanve capacity charge. These strategies would provide a more stable revenue 
stream, which would enhance the Company's liquidity position.  
 

3.1.5 Debt Ratio Analysis  
 
Debt ratios measure the proportion of the enterprises’ total assets that are financed 
by debt (all liabilities). Although the risk levels vary from industry to industry, a debt 
ratio of more than 50% is considered undesirable.  

UEGCL’s debt ratio as at 30th June 2024 was 88.7%, indicating that a significant portion 
of its assets are financed by debt. The undesirable ratio is attributed to significant on-
lent loans for Karuma and Isimba HPPs, and inadequate loan repayment on both loans. 

This signifies a high financial risk given that the company majorly relies on debt to 
fund assets. Furthermore, it might hinder the company's access to future loans, limiting 
its financial flexibility. 
 
The Accounting Officer acknowledged that UEGCL cannot substantially make the loan 
repayments given the challenges surrounding the plants, the energy billing, the low 
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dispatch for Karuma, the water weed, the water levels all impacting on the revenues 
for the plants from time to time. Additionally, Isimba still has defects which must be 
worked on which will lead to shut down of some of its units further impacting its 
revenue. 
 
Recommendation  
 
I advised the Accounting Officer to continue pursuing the debt restructuring option of 
converting on-lent into equity.  
 

3.1.6 Interest Cover 

Interest cover Ratio (ICR) measures a company's ability to meet its interest obligations 
on outstanding debt. A ratio above 2 is generally considered acceptable 
 
The company’s ICR improved by 41% from last financial year to a ratio of 4.1 on 30th 
June 2024. This is beyond the desirable ratio of 2 indicating that the company can 
comfortably cover its interest payments. However, I noted that interest payable 
increased by 18% from last year to UGX 529,864,652,815 in the current year which 
may cause potential challenges in meeting future interest payments. 
 
The accumulation of interest payable is a result of delayed commissioning of Karuma 
and billing approach which is based on energy as opposed to capacity. 
 
The Accounting Officer explained that the low revenue from Karuma HPP is not 
adequate to support the loan repayments. The loan agreements assumed that the 
tariffs would be capacity based as per the PPA, however with the energy tariff, and 
low dispatch it will be difficult for the Karuma loan to be repaid with consistency and 
within the 20 years. The shareholders need to consider a conversion of the outstanding 
Karuma interest arrears of UGX.546Bn to equity. In the short term, negotiations to 
allow more dispatch from Karuma is critical.  
 
Recommendation  
 
I advised the Accounting Officer to renegotiate with ERA to modify the generation 
licenses for both Karuma and Isimba HPP so that adequate revenue is generated to 
cater for repayment of loan and interest as well as the operations and maintenance 
costs.  
 

3.2 Implementation of the Approved Budget 
 
The Company is mandated to establish, acquire, maintain and operate electricity 
generation facilities and to promote research and development in the electricity 
generation sector while running the company on sound business principles.  
 
I reviewed the strategic plan, work plans, budgets and performance reports to assess 
the extent to which the company implemented its planned activities and made the 
following observations; 
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3.2.1 Failure to align the Strategic plan Period to NDP III timing 
 
The National Development Plan (NDP III) is expiring at the end of FY 2024/25. 
According to Section 12(6) of the PFMA CAP.171, the annual budget should be 
consistent with the National Development Plan, the Charter for Fiscal Responsibility 
and the Budget Framework Paper. 
 
The company’s strategic plan was anchored on Policy changes which encompass the 
overarching National Strategy as enshrined in NDP III and Vision 2040, formulation of 
the NRM Manifesto covering the period 2021- 2026.  However, I noted that the 
company’s strategic plan timeline of 2023-2028 was not aligned to NDPIII timeline of 
2020-2025. 
 
The misalignment of the company’s strategic plan with National Development Plan may 
lead to the company implementing initiatives which do not contribute to the national 
goals as enshrined in the NDP. 
 
The Accounting Officer explained that following UEGCL’s engagement with National 
Planning Authority (NPA), it was agreed that the strategic plan 2023-28 would be 
aligned to the NDP IV and that the alignment process is envisaged to be finalized by 
March 2025.  
 
Recommendation 
 
I advised the Accounting Officer to ensure that the timing and the contents of the 
strategic plan are aligned to the NDP IV.  
 

3.2.2 Revenue Performance 

The company budgeted to receive revenue amounting to UGX.540.175Bn for the 
financial year 2023/2024, out of which UGX.431.181Bn was received representing 80% 
performance as shown in the table below. 
 
Table showing Revenue Performance 

Source Revenue % 

Budget 
(UGX) “Bn” 

Actual 
(UGX) “Bn” 

Variance 
(UGX) “Bn” 

Nalubaale-Kiira Income 90.132 90.132 - 100% 
GOU Contribution (Isimba Grant) 19.660 19.500 (0.160) (99%) 
GOU Contribution (Karuma Grant) 24.864 22.854 (2.010) (92%) 
GOU Contribution (Muzizi) 2.500 2.500 - 100% 
Karuma Start-up costs (GOU) 20.122 20.122 - 100% 
Grant Income Nyagak (GOU) 22.820 22.000 (0.820) (96%) 
Isimba Income 172.701 184.760 12.059 107% 
Karuma Income 121.327 11.750 (109.576) (10%) 
Namanve Income 66.050 55.228 (10.822) (84%) 
Interest Income - 2.190 2.190 - 
Sundry Income - 0.145 0.145 - 
Total 540.175 431.1812 (108.995) 80% 

 
                                                        
2 The total includes revenue deferred during the year but excludes amortized deferred revenue. 
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The shortfall in the revenue was majorly attributed to unrealized income from Karuma 
resulting from delayed commissioning of the power plant and unpaid Namanve 
Capacity revenue. 
 
This resulted into delayed commencement of the loan repayment for Karuma and the 
failure to overhaul two generators at Namanve TPP   which had reached run hours. 
 
The Accounting Officer explained that Karuma HPP revenue was not realized due to 
delayed attainment of Commercial Operation Date which happened on 12thJune 2024. 
 
Recommendation 
 
I advised the Accounting Officer to negotiate with ERA and shareholders to incorporate 
the capacity charge in the tariff if funding from government cannot be realised. 
 

3.2.3 Absorption of available funds 

For the financial year 2023/2024, the Company had funds available for spending 
amounting to UGX.468.918Bn and spent UGX.375.597Bn representing an absorption 
of 80% as shown in the table below. 
 
Showing absorption of available funds 

Source Actual 
receipts 
(UGX) 
“Bn” 

Cash 
Balances 

b/d (UGX) 
“Bn” 

Total funds 
available for 

spending 
(UGX) “Bn” 

Funds 
spent 

(UGX) “Bn” 

Un spent 
Balance 
(UGX) 
“Bn” 

Nalubaale-Kiira 81.680 7.061 88.741 53.931 34.810 
Isimba revenue  195.989 22.483 218.472 178.762 39.709 
Karuma sales 3.965 - 3.965 0.122 3.842 
Namanve revenue 53.688 0.302 53.991 53.677 0.314 
GoU releases- Projects 86.975 2.721 89.696 81.945 7.750 
Norwegian Grant - 14.562 8.114 3.546 11.016 
Others - 5.937 5.937 3.610 2.326 
Total  422.299 53.068 468.918 375.597 99.770 

 
The un-spent balance was meant for the following key activities which were either 
partially or not implemented. 
 
Table Showing major activities attributed to unspent funds 
No. Strategic 

objective 
Unutilized 
funds 
(UGX) 
“Bn” 

Activities  Remarks Management response 

1.  Improve 
Asset 
Managem
ent 

34.810 Nalubaale–
Kiira (NKPS) 
Investment 
Component  

The unspent balance 
includes UGX.33.24Bn 
for NKPS investments 
and UGX.1.56Bn for 
operations. 
 
I also noted that the 
funds for investments 
worth  UGX.12.34Bn 
were spent on; plant 
licenses and insurance 

The PPA allows collection on 
a monthly over a 12month 
period, yet the insurance and 
licence fees are all paid in 
advance. This is therefore a 
timing difference.  
Also, to note that at the point 
of take over from Eskom in 
April 2023, UEGCL did not 
receive working capital to 
support the initial costs for 
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No. Strategic 
objective 

Unutilized 
funds 
(UGX) 
“Bn” 

Activities  Remarks Management response 

and UGX.201Mn on 
approved investment.  
Most of the 
investments were not 
implemented during 
the year due to delays 
in the procurement 
process. 

operations and maintenance 
of the plant. 

2.  Improve 
Knowledg
e, Skills & 
Abilities 

4.567 Norwegian 
grant’s 
training 
capacity 

Under absorption of 
grant funds could lead 
to failure to meet the 
grant objective of 
developing staff 
capacity. 

This was majorly affected by 
Covid 19, the contract which 
should have been executed 
in 2020, but was instead 
signed off in 2022. UEGCL 
has secured a 2 year no cost 
extension to December 2026 
to fully implement the 
pending activities and absorb 
the grant balance. 

3.  Improve 
Asset 
Managem
ent 

39.709 Isimba loan 
repayment 
and 
operation 
and 
maintenanc
e (O&M) 

Loan repayment for 
the subsequent 
period. 

The loan is paid twice in a 
year in, May and November. 
The balance relates to two 
months collection after the 
May loan and interest 
payments for Isimba HPP. 

4.  Implemen
t the 
UEGCL 
Business 
Growth 
and 
diversifica
tion 
strategy 

7.221 Nyagak 
PAPs and 
Owner’s 
Engineer 
(OE) costs 
 
Muzizi RAP 
activities 

Muzizi RAP activities, 
Nyagak PAPs and OE 
costs were not 
implemented 

 

Nyagak III 
The change in evacuation 
route for Nyagak III HPP 
delayed the approval of the 
RAP report. CGV has now 
approved the report and RAP 
implementation will 
commence in Nov 2024 
 
Muzizi 
RAP for Muzizi is ongoing, 
(planned for Ugx 2.5 Bn) a 
review to initial assessment 
to be done by external 
consultant to enable 
completion of this activity as 
per the CGV guidance.  

5.  Improve 
Customer 
Satisfactio
n 

0.691 Stake 
holder 
satisfaction 
survey. 

Assessment of stake 
holder satisfaction 
was not done 

The stakeholder satisfaction 
survey is set to be done 
during the current financial 
year at the same cost of 
Ugx.69 Mn 

 
Unimplemented activities affect the company’s ability to fully achieve strategic 
objectives. 
 
Recommendation 
 
I advised the Accounting Officer to ensure that the activities for which funds are 
available are implemented as planned. 
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3.2.4 Un funded strategic objectives 
 
UEGCL is currently implementing a 5-year strategic plan for the period 2023-2028 
which is intended to; meet specific national electricity generation targets, ensure 
efficiency in operations and maintenance, sustainably generate reliable, quality and 
reasonably priced electricity for socio-economic development.  
 
A comparison of the company’s strategic and annual work plan for the financial year 
2023/2024 revealed that the entity had not adequately implemented some of its 
strategic initiatives amounting to UGX.66.389Bn  due to funding challenges. The 
affected activities among others include Project supervision costs for Karuma and 
Isimba, Implementation of capital investments plans and Community Development 
Action Plan. Refer to appendix 2 for details. 
 
Failure to secure funds for planned activities negatively affects achievement of the 
company’s strategic objective and affect service delivery.  
 
The Accounting Officer explained that key stakeholders were engaged on provision of 
additional funding to execute under unfunded activities. Management is also exploring 
alternative sources revenue from non-core business portfolios to supplement the core 
revenue resources, such as; operationalization of the Professional services Unit, the 
Commercialization of the UEGCL non-generation assets especially at Karuma HPP and 
sale of Carbon credits. 
 
Recommendation 
 
I advised the Accounting Officer to continue engaging MoFPED to provide funding for 
the implementation of unfunded priorities. Furthermore, the Accounting Officer should 
fast-track the avenues of generating alternative revenue from noncore business 
portfolios. 
 

3.2.5 Implementation of planned activities 
 
The company uses a Balanced Score Card (BSC) approach to monitor corporate 
performance using the 4 perspectives of: financial stewardship, stakeholder, internal 
business processes, and organisational capacity. To achieve the company’s nine (9) 
strategic objectives under the various BSC perspectives, the company set out to 
implement 74 activities under 13 initiatives as detailed in appendix 3. 
 
I assessed the implementation of a sample of sixty-nine (69) activities with total 
expenditure of UGX.155.968Bn and noted the following: 
 
• 43 (62%) activities with total expenditure of UGX.135.790Bn were fully 

implemented. Some of the implemented activities include project Scheduling, 
Cost and Quality management for generation plants in the project and post 
project phase and implementation of the integrated compliance framework. 
 

• 21 (31%) activities with total expenditure of UGX.20.177Bn were partially 
implemented. The company has spent some funds towards the activities 
however not all key deliverables had been achieved for example: development 
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and implementation of power generation infrastructure and implementation of 
the Community development Action Plan (CDAP) at Isimba and Nyagak Plants. 
 

• 5 (7%) activities with a total cost of UGX.0.202Bn were not implemented. For 
example: environmental audit, brand and reputational survey for external and 
internal stakeholder  
 

Failure to fully implement planned activities affects the company’s ability to achieve its 
set strategic objectives which ultimately impacts its corporate performance and service 
delivery.  
 
The Accounting Officer stated that unimplemented activities will be prioritized in the 
FY 2024/2025, however, the failure to implement overhaul at Namanve was due to 
insufficient funding. 

 
Recommendation 
 
I advised the Accounting Officer to devise strategies to ensure unimplemented 
activities are prioritized and source funding for the insufficiently funded activities. 
 

3.3 Project Infrastructure 
 

3.3.1 Karuma HPP 
 
On 16th August 2013, the Ministry of Energy and Mineral Development awarded a 
contract to Sinohydro Corporation limited to construct 600MW Hydropower plant at 
Karuma and its associated transmission line. The project was commissioned on 12th 
June 2024 which was over 5 years later than the initial expected completion date of 
15th December 2018.  I reviewed the contract implementation and noted the following: 
 

3.3.1.1 Pending Snags & Works 
 
Clause 55.1(F) of the special conditions of the contract requires the engineer-in-charge 
to issue certificates of completion (CoC). It further provides that the CoC shall not be 
refused on account of minor omissions or defects in the Generating Unit which do not 
affect the commercial operations or cause any serious risk to the Generating Unit.  
 
I noted that CoC No.10 dated 12th June 2024 was issued alongside a list of 4,539 snags 
and outstanding scope of works which would be addressed during the defects liability 
period (DLP) as detailed in the table below. 
 
Table showing Outstanding Snags 
SN Section No Update 

1.  Outstanding Works   
Electromechanical (Unit wise 
& Bop) 

67 20% Completed, 70% WIP, 10% not 
started 

Civil Works 33 27% completed, 39% WIP and 33% not 
started 

2.  Manuals 51 8 Fully Approved, 25 Approved with 
Comments, 20 Not Approved 
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SN Section No Update 
3.  As built Drawings 2662 33% Approved, 40% Under review, 27% 

not Started 
4.  Snags   
 EM 291 57% Completed, 35% WIP, 8% not started 
 Civil 1245 36% Completed, 40% WIP, 24% not 

Started 
 Balance of plant (BoP) 190 28% Completed, 39% WIP, 33% not 

Started 
 Total 4,539  

 
Though the pending items after issuance of the certificate of completion (CoC) were 
considered minor, delayed completion of pending works will affect safe and effective 
operation, maintenance as well as the durability of the power plant. 
 
The Accounting Officer pledged to supervise the rectification of pending works by the 
contractor during the defects liability period. 
 
Recommendation  
 
I advised the Accounting Officer to ensure that the EPC contractor completes the 
outstanding snags and works expeditiously before the expiry of the defects liability 
period to avoid additional cost of supervision and ensure efficient and reliable 
generation of power. 
 

3.3.2 Isimba HPP 
 
On 6th September 2013, the Ministry of Energy and Mineral Development awarded a 
contract to China International Water and Electric Corporation to construct 183MW 
Hydropower plant at Isimba and its associated transmission line.  I reviewed May-June 
2024 DLP status report to assess the contract implementation and noted the following: 
 

3.3.2.1 Pending Snags and defects after the Defects liability period. 
 
Clause 5.2.1 of the contract states that the facilities or any part thereof shall be free 
from defects in the design, engineering, materials and workmanship of the plant 
supplied and of the work executed. It further provides that the facilities and the 
contractor’s documents shall be in the condition required by the contract at the expiry 
of the defect’s liability period.   
Whereas the defects liability period expired on 31st March 2023, critical snags that 
were identified at the time of the plant takeover in April 2019 and during DLP were 
still pending.  
 
Out of the 1610 defects identified between April 2019 to June 2024, only 1411 had 
been addressed leaving 199 pending as summarized in the table below. Appendix 4 
gives details of the snags and possible consequences. 
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Table Showing a summary status of the rectification of snags and defects 
`Project Issues Number of Issues 

identified 
Rectified Pending Percentage 

of pending 

Snag List & Outstanding works 
items  

801 768 33 4% 

Notified Defects as Warranty 
Service Requests  

763 602 161 21% 

Panel of Experts recommendations  46 41 5 11% 
Total 1610 1411 199 12% 

 
Some of the critical pending snags included: installation of   the floating boom, 
operation and maintenance manuals, as built drawings, firefighting system, spillway 
remedial works and black start modification. 
 
The unresolved issues affect the safety, operational integrity of the plant and reliability 
of power generation due to potential dam failure. Furthermore, they result in increased 
costs of supervision and monitoring.  
 
The Accounting Officer explained that the owner’s engineer has continued to provide 
the necessary direction and guidance to the contractor on most of the remaining works.  
Furthermore, it is envisaged that the delayed remedial works on the Spillway may lead 
to potential dam failure which could lead to catastrophic flooding endangering lives 
and property downstream and significant economic loss to the country.  
 
Recommendation 
 
I advised the Accounting Officer to ensure that the contractor fast tracks the 
rectification of the remaining defects to secure the plant’s integrity and minimize the 
costs of supervision and monitoring.  
 

3.3.2.2 Absence of Comprehensive Contractors All Risks Insurance 
 
Clause 6.4.1(b) of the contract requires the contractor to take out and maintain 
Contractors All Risks Insurance cover (CAR) which should cover physical loss or 
damage to the Facilities and Contractor's Equipment until the date of issuance of the 
Completion Certificate. I further noted that the President’s communication dated 19th 
December 2022 emphasized the need for the contractor to provide CAR covering the 
period up to the project completion date. 
 
However, I noted that since the expiry of the Isimba HPP CAR in February 2021, the 
plant has not had comprehensive CAR as required by the contract.  

 
Failure to obtain the CAR exposes the Company to risks associated loss or damage to 
the facility.  
 
The Accounting Officer explained that engagements with MEMD to secure an 
appropriate CAR and ensure compliance with the contract. 
 
Recommendation 
 
I advised the Accounting Officer to ensure that the contractor acquires the contractor’s 
all risks insurance as required in the contract. 



 
 
 

23 

 

 Enhancing Public Accountability and Making a Difference 

3.3.2.3 Delayed Implementation of Isimba Master plan for the Employers Camp 
 
I noted that, the Company budgeted to spend UGX 126.6Bn for implementation of the 
master plan including: construction of 44 staff houses and other amenities such as; 
health center, internees’ training block, workshop, garage among others. However, 
only UGX 26.9Bn (21.3%) was availed for the implementation of the master plan 
leaving a deficit of UGX 100Bn. 
 
This results in unsustainable operation and maintenance of the power plant arising 
from staff commuting daily, despite the fact that the plant requires 24-hour monitoring.  
In addition, there was increased cost given that the company incurred UGX.581Mn 
during the year on rent for staff accommodation, excluding the cost of transporting 
staff from the rented accommodation to the power plant.  
 
The Accounting Officer explained the Company had continuously budgeted for the 
employer’s camp in line with the phased approach adopted to implement the master 
plan. However, works stalled due to budget cuts. 

Recommendation  
 
I advised the Accounting Officer to continue engaging the MEMD and MoFPED on 
allocation of funding for the completion of the employer’s camp to close the 
accommodation gap and ensure sustainable monitoring of the plant. 
 

3.3.2.4 Expired Draw down date 
 

A review of addendum 6 of the contract revealed that the loan drawdown date expired 
on 31st December 2023 despite an outstanding amount of USD.16.179,186.38 payable 
to the contractor upon rectification of the identified defects.  
 
In a letter to the Attorney General dated 1st October 2024, the PSST indicated that the 
funder agreed to extend the drawdown date to 31st December 2024 to allow MEMD to 
process advance payment guarantee against which the outstanding loan amount will 
be drawn. However, advance payment to the contractor contradicts the   Presidential 
directive of 19th December 2022 which guided that the contractor should not be paid 
until all the defects have been rectified. 
 
There is a risk that the contractor may not execute works up to the required standard 
due to receipt of full payment before completion. The situation is exacerbated with the 
fact that the contractor was paid the full retention amount, yet several critical snags 
are still pending. However, there is a risk of loss of funding due to expiry of the 
drawdown date. 
 
The Accounting Officer stated that it is impractical to complete the pending works 
before 31st December 2024 because the Contractor has not yet established the Root 
cause of the Spillway defects to enable implementation of the remedy. It is estimated 
the works may take over 2 years. 
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Recommendation 
 
I advised the MoFPED and MEMD to negotiate with the funder to extend the drawdown 
expiry date to allow adequate time for the contractor to address the pending snags. 
 

3.3.2.5 Payment of retention monies prior to rectification of defects 
 
Paragraph 8 of appendix 10 of the contract, states that when the Taking-Over 
Certificate has been issued for the facilities, and the facilities have passed all specified 
tests, the first half of the retention money shall be certified by the project manager for 
payment to the Contractor. The outstanding balance should be paid at the end of the 
defect’s liability period provided all defects have been rectified. 
 
Contrary to the above, the contractor was paid full retention monies amounting to USD 
27,368,304 despite pending defects and snags. 
   
There is a risk of financial loss if the contractor fails to address the pending defects. 

 
The Accounting Officer explained that 5% retention was released against a retention 
Money Bond (RMG). MEMD was reminded to instruct the contractor to extend the 
Retention Money Guarantee (RMG) before its expiry on 31st December 2024.  

Recommendation 
 
I advised the Accounting Officer to engage MEMD to ensure that the contractor extents 
the retention money guarantee for a period commensurate to the time required to 
address the pending snags. 

 
3.3.3 Nalubaale-Kiira 
 
3.3.3.1 Delayed implementation of approved Investments  

 
From my review of quarter 1 and 3 Operations and maintenance reports, I noted that 
ERA approved budgets amounting to UGX.36.321Bn and UGX.34.400Bn for investment 
in the years 2023 and 2024 respectively. 
 
However, out of the 58 approved investments approved for the two (2) years, only 3 
(5%) were completed at the time of the audit and the majority were still under the 
procurement processes as shown in the table below. 
 
Table showing status of ERA Approved Investments for Nalubaale-Kiira 
Year Under 

Procurement 
Under 
Implementation 

Complete
d  

Total 

2023 17 12 2 31 
2024 26 - 1 27 
Total 43 12 3 58 

 
This was attributed to delayed initiation and long lead time for contracting and delayed 
implementation by the contractors. 
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The delayed implementation of approved investments undermines the intended goal 
of improving plant availability, performance and enhanced service delivery. 
 
The Accounting officer attributed the delayed implementation of the approved 
investments to procurement challenges such as limited response from original 
equipment manufacturers, difficulty in estimating the contract price resulting in bid 
prices exceeding budgets which consequently requires ERA approval for additional 
budget causing delays. 

 
Recommendation 
 
I advised the Accounting Officer to always ensure that procurement processes are 
expeditated to enable timely implementation of the investments that are intended to 
improve the reliability of electricity generation. 
 

3.3.4 Funding gap for Namanve Thermal Power Plant 
 
Under strategic objective 3 of the UEGCL strategic plan 2023-2028, the company aims 
to improve asset management by undertaking key actions including preparation and 
implementation of plant capital investment plans. Namanve Thermal Power plant is 
critical in ensuring security of supply and diversification of the generation mix of the 
Company’s generation assets. The plant was transferred to UEGCL in 2022 in a state 
requiring extensive capital investment.  
 
I noted that the plant has funding challenges which have hindered implementation of 
planned capital investments. The plant requires UGX.60.896Bn for the overdue 
overhaul of units; equipment upgrades and replacement; and remedial measures on 
continuously deteriorating and obsolete equipment.  

 
Due to delayed implementation of planned investments, two generators which had 
depleted the running hours were shut down and this resulted in a 30% reduction of 
capacity charge revenue. In addition, the regulator issued a notice of non-compliance 
with the obligations to pay licensee fees for the plant amounting to USD.71,925 and a 
surcharge of USD 8,631 in April 2024. 
 
The Accounting Officer further acknowledged that failures at Namanve Thermal Power 
plant expose the Nation to the vagaries of weather such as drought which may 
negatively affect the power output from hydropower plants.  
 
Recommendation 
 
I advised the Government and ERA to prioritize the funding for the implementation of 
plant critical investments to ensure plant availability and security of supply.   

 
3.3.5 Progress of Implementation of Nyagak III Small HPP 

 
On 30th November 2015 UEGCL entered into an agreement with Hydromax Ltd and 
Dott Services Ltd to develop, finance, construct, own, operate and maintain Nyagak 
III HPP under a Public Private Partnership arrangement. The agreement required 
parties to establish a Special Purpose Vehicle company-GENMAX to implement the 
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project. I reviewed progress reports to assess the extent of implementation of the 
project and noted the following: 
 

3.3.5.1 Delayed completion of the Nyagak project 
 
The expected commercial operation date for the plant was June 2024, however at the 
end of the financial year 2023/2024 the average physical progress was at 96.5%.  I 
noted that the contractor requested for an extension of the deadline to 30th September 
2024, however at the time of the audit in October 2024 the plant was not yet 
operational.  
 
The delay was attributed to funding challenge due to delayed payments of pending 
certificates and delayed interconnected work of electro-mechanical and hydro-
mechanical works and bad weather conditions. In addition, the construction of the 
evacuation infrastructure had not commenced, due to delayed acquisition of right of 
way for the new transmission route to new Nebbi substation. 

 
This resulted into delayed access to electricity by the intended beneficiaries as well as 
increased costs of supervision. For instance, the extension of time for the supervising 
consultant by 6 Months ending December 2024 resulted in an additional cost of 
146,960 Euros. 
 
The Accounting Officer explained that the developer (GENMAX) proposed to change 
the alignment of the power evacuation line to Nebbi following the extension of UETCL 
national grid to West Nile region, a proposal that was approved by the UEGCL Board 
and MEMD. RAP implementation commenced and is expected to be completed by end 
of December 2024 to pave way for construction and completion of the new evacuation 
line in Q3 of FY 2024/2025. 
 
Recommendation 
 
I advised the Accounting Officer to ensure that the developer fast-tracks the 
completion of the generation plant to ensure improved economic and social livelihood 
of the beneficiaries.  

 
3.3.5.2 Failure to include hand-Back provisions in the Implementation Agreement 

 
Section 26(6)(t) of the Public private partnership Act CAP.111 states the agreement 
shall among others provide for the procedure for the delivery of the project to the 
contracting authority at the end of the agreement period. 

Contrary to the above provision, the implementation agreement between UEGCL and 
the Strategic partner did not include procedures for the handing back the power plant 
to UEGCL at the end of the partnership. This was an oversight during the drafting of 
the implementation agreement.  
 
Without procedures for handing back the power plant to UEGCL, there will be potential 
disruptions of power generation during the transition at the end of the partnership. 

 
The Accounting Officer explained that the need to provide for the hand back 
mechanism in the implementation agreement or Shareholders agreement was based 
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on lessons learned from the takeover of Namanve TPP and Nalubaale-Kiira HPP. 
Furthermore, during the GENMAX Nyagak Limited AGM in October 2024, the UEGCL 
Board re-emphasized the need to provide for the hand-back mechanism in the Project 
Agreements.  

Recommendation 
 
I advised the Accounting Officer to continue engaging MEMD to ensure that the hand 
back provisions are incorporated in the implementation agreement. 
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SECTION 4: DONOR-FUNDED PROJECT AUDITED UNDER THE COMPANY 
 
The Company is implementing one Donor-Funded project and in the year under review, a 
the project was audited by my office. A separate report was issued for the project and 
below is the status of the audits; 
 
SN Project Status of audit 

1.  Hydropower Operations and Maintenance Excellence 
project for year ended 31st December 2023 

Completed 

2.  Hydropower Operations and Maintenance Excellence 
project for year ended 31st December 2024 

On going 

   

 
 
 

 
Edward Akol 
AUDITOR GENERAL 
 
20th December, 2024 
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Department Job Title Approved Filled Vacant 
 Legal Services and Board Affairs Head Legal Advisory Services 1 0 1 
  Legal Officer 4 2 2 
  Senior Legal Officer 2 1 1 
  Senior Legal Officer Board Affairs 1 0 1 
  Sub-Total 8 3 5 
 Strategy and Business Development Business Perfomance Officer 2 1 1 
  Business Analyst 2 1 1 
  Senior Strategy Development and Alignment Officer 1 0 1 
  Reaserch and Innovation Manager  1 0 1 
  Senior Investment Officer 1 0 1 
  Manager Professional Services Unit 1 0 1 
  Senior Proffessional Services Unit Officer 1 0 1 
  Professional Services Unit Officer 1 0 1 
  Sub-Total 10 2 8 
 Finance Senior Accounts Officer  6 2 4 
  Head of Regulatory Services 1 0 1 
  Financial Analyst Investment Planning & Verification 1 0 1 
  Pricing & Economic Analyst 1 0 1 
  Stores Officer  6 5 1 
  Senior Inventory Officer(1) 1 0 1 
  Store Assistant 5 3 2 
  Sub-Total 21 10 11 
 SHEQ Manager Health and Safety 1 0 1 
  Senior Environment and Safeguards Officer 1 0 1 
  Senior Quality Officer 1 0 1 
  Senior HS Risk Officer 1 0 1 
  Senior Health & Safety Officer 3 0 3 
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