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1.O INTRODUCTION

The Committee on National Economy is provided for under Rule 175(1) & (2) of

the Rules of Procedure of Parliament with the mandate to, among others -

(a) Review, consider, and scrutinize all matters relating to national economy

generally, hnance and any other matter referred to it by the House.

(b) Examine and make recommendations to the House on all loan

agreements required to be authorized or approved by the House under

Article 159 of the Constitution.

On 12fr February 2019, the Minister of State for Finance, Planning and

Economic Development in Charge of Planning, Hon. David Bahati, tabled a

Proposal to issue Promissory Notes not exceeding USD 379.71 Million to

FINASI/ ROKO Construction Special Purpose Vehicle Limited for financing the

design, construction and equipping of the International Specialized Hospital of

Uganda at Lubowa, Wakiso District. The Proposal was accordingly referred to

the Committee on National Economy for consideration' The Proposal was

premised on Sections 23 and 36 of the Public Finance and Management Act,

20 15 (as amended), which provide for multi-year expenditure commitments

and authority to raise loans.

Section 23( 1) of the Public Finance and Management Act,

amended), states that -

2015 (as

?.-

Sectio

"A uote shall not enter into a contract, transaction, or dgreement that

binds the Gouentment to a financial commitment for more than one

financial Aear or tthich results in a contingent, except where tlrc

" Subject to the Constitution, the authorttg to raise moneg bg loan and to

issue guarantees for and on behalf of the Gouernment shall uest solelg in

the Minister and no other person, pultlic corporation, state enterpise or

financial commitment or contingent liabilitg is autlnrized bg 
^Parliament." 

A -ptl- W?
n 36(1) of the Public Finance and Management Act, 2015 states that -
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local gouernment council shalt, tttithout the prior approual of the Minster,

raise ang loan, ksue anA guarantee, or take ang other action which mag

in ang wag eitLer directlg or indirectlg result in a liabilitg being inanrred bg

the Gouentment, "

2.O BACKGROUNDTOTHEPROJECT

Due to life style changes, increased life expectancy and genetic factors, non-

communicable diseases (NCDs) in Uganda are increasingly becoming a major

burden. Consequently, the fatality levels resulting from NCDs is rising

significantly, with diabetes, cancer, cardiovascular diseases, self-harm,

interpersonal violence and road injuries increasing by approximately 100

percent or more since 1990 (Health Sector Development PIan, pC.28,2015). A

report on the surveillance of disease burden in Uganda conducted by the

Ministry of Health in FY 2Ol7 118, revealed that 7.3 percent of all Out-Patient

hospital visits - equivalent to 2.7 million cases, are due to diseases other than

the common ailments such as Malaria, non-pneumonia coughs and colds.

Despite this trend, there is lack of both the requisite infrastructure and human

resource for health required to offer the much needed highly specialized

treatment and medical care to combat the burden of disease within the

Country. As a result, many Ugandans have been reierred abroad (mainly in

India) to receive this treatment but at very high cost while others have

succumbed to death.

According to the Report of the Auditor General (2016l, a total of 51 patients are

referred broad for treatment on average every financial year on the

recommendation of the Medical Board. The Report revealed that a total of 154

patientsl were cleared for treatment abroad in a period of three financial years

1 The common ailments for ut reference tuas made uere: Neurology (46), KidneA diseases /30/
Cancers (22), Heart 3), Orthopedics ( logy (9) and Gastro-entorologA
(6).
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(2Ol3l14 - 2Ol5l16) at an estimated cost of USD 2,837,909 excluding flight,

upkeep and attendants' costs; this translated to USD 18,428 per patient (Table

1).

Table 1: Expendlture otr treatment abroad FY 2O13l14 -2Ol5lL6

Year
2OLslt4
2OL4l 15
2Ot5/t6
Total

Treatment Cost (USD)
831,752
739,473

7,266,244
2,g37,gog

a1 under which

Source: Audltor General's Report on MoH FI end.ed 3Ah,Iune 2O76

In an effort to reduce on medical referrals abroad, Government is investing in

establishing centers of excellence (the Heart Institute, the Cancer Institute),

rehabilitation and construction works to upgrade Mulago National Referral

hospital into a super-specialized facility, the pediatric hospital at Entebbe and

the newly completed neonatal and Women's hospital at Mulago. However, huge

investment is still needed to have them functional.

Despite these efforts, affordability will remain a challenge without fully

functional public health insurance in place. A report of the Committee of

Health (2017) revealed that when the super-specialized hospital at Mulago is

finalized, it wili require an additional UGX 468 billion annually if free services

are to be offered to Ugandans (current allocation is UGX 54 billion). While UGX

277 billion will be required to have it operate on a business mod

patient charges will be classified as Platinum, Gold and Silver.

cu
At the moment, none of the hospitals in Uganda (incl. private) is internationally

accredited. Absence of the much needed highly specialized medical care and

treatment has not on ntributed to fo gn hemorrhage but also to
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the high levels of mortality due to the high costs involved to seek servlces

abroad.

Consequently, in October 2OI4, Government approved the project to construct

an International Specialized Hospital of Uganda, to be operated as a world-

class internationally accredited health facility. This facility is expected to

provide highly specialized medical care for the common ailments currently

being referred abroad at very high cost. Government and FINASI/ROKO

Construction SPV Ltd negotiated and signed a number of agreements to have

this facility established on the 32-hectare piece of land located at Lubowa.

The following is the sequence of events to-date:

November 2014: the project framework agreement was signed in

November 2074 to guide the negotiation of the final Project Agreements.

May 2O15: the project works investment agreement (PWIA) was signed

for the design, finance, construction and equipping of a 24O-bed hospital

and staff training. It was agreed that construction would cost US$ 249.9

million and the financing cost of US$ 99.5 million.

December 2O15: the project services agreement was signed for the

operation and maintenance of the hospital for a period of eight years. It

was agreed that Ministry of Health among others shall pay the hospital

operations remunerations (management services remunerations) of US$

5 million per quarter during the first year and USD 6 million per quarter

in the following years. In addition, the Ministry shall pay annual

operations services remuneration to be agreed upon by the Ministry of

health and the Hospital.

December 2O18: the Direct Agreement was signed with the Project's

Promissorv Note Funders. !*j
Upon obtaining accreditation from the Joint Commission International (JCI),

one of the world's ieading non-profit patient safety organizations that certifies

world-c1ass healthcare facilities, it is envisaged that the hospital will attract

tients both from Uganda and particular neighboring_,
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This is expected to minimize Government costs on overseas treatment as well

as providing speedier and more accessible response to medical needs of

Ugandans. In addition, the realization of the project will promote Uganda's

reputation internationally and provide a centre for health care training for

Ugandans.

3.O METHODOLOGY

In scrutinizing the Proposal, the Committee:

a) held meetings with;

i. the Minister of Pinance, Planning and Economic Development in

Charge of Planning;

ii. the Minister of Health;

iii. the Minister of Lands, Housing and Urban Development;

iv. Mr. Peter M. Mulira, a Partner in Mulira & Company Advocates;

and

v. Prince Joseph Kiggala and Ms. Victoria Semwanga, Administrator

and Beneficiary respectively, of the Late Kasalina Nkizi, a daughter

of the Late Yusufu Suna Kiwewa Omulangira.

b) made

1

11.

111.

lV.

reference to the following documents;

the Constitution of the Republic of Uganda;

the letter from the Minister of Health to the Minister of Finance,

Planning and Economic Development on the construction and

equipping of Entebbe specialized hospital and a specialized cancer

centre at Uganda Cancer Institute, dated 28ft February, 2013;

the letter from H. E the President to the Minister of Finance,

Planning and Economic Development on reducing medical

expenses incurred abroad dated 23'd Apr1t,2Ol4 (Ref: PO/ 12);

the Ministry of Health's Contracts Committee Decision on the

Approval of the Project rk eement dated 28s t,

L
2014;
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the Report on the Due Diligence of FINASI LLC, PGXXII Specialised

Hospital, Bergamo and ROKO Construction Limited;

the Project Investment Proposal for the International Specialised

Hospital of Uganda dated 5th November, 2014;

the Project Framework Agreement for the design, construction,

financing and operation of two top quality hospital facilities in the

Republic of Uganda between the Government of Uganda and

FINASI S.R.L entered into on 17ft November, 2Ol4;

the projected income, balance sheet and cash flow statements for

the International Specialized Hospital of Uganda developed by

FINASI in February, 2015;

the Public Finance and Management Act, 2015;

the Project Works Investment Agreement (PWIA) to finance, design,

build and equip the International Specialized Hospital of Uganda

between the Government of Uganda and FINASI/ROKO

Construction SPV Ltd entered into on 27e May, 2015;

the Public Private Partnership Act,2015;

the Project Services Agreement for the management, operation and

maintenance of the International Specialized Hospital of Uganda

between Government of Uganda and the International Specialized

Hospital of Uganda entered into 27h January, 2O 16;

the copy of the Certificate of Title for the proposed project site land

(Block 269, Plot 2772 at Lubotua-Wakiso Dktrict-30.314 hectares)

dated 16ft March, 2018;

the letter from the Minister of Health (Minute Ertract) to the

Permanent Secretary, Ministry of Health dated 17e May, 2018 on

the Owner's Engineer for the International Specialized Hospital of

Uganda;

the FINASI/ROKO Construction SPV Ltd letter to the Permanent

Secretary, Ministry of Health dated 96 July, 2018 (Ref FR/18/03)

on the appointment of the Owner's Engineer for the In on

Specialized Hospital of Uganda;
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H.E the President's letter to the Minister of Health dated 4s

September, 20 18 (Ref: PO I 12)r on the Employrnent of Engineer

Francis Wakabi as the Owner's Engineer for the International

Specialized Hospital of Uganda;

the Permanent Secretary, Ministry of Health's letter to the

Permanent Secretary, Ministry of Public Service dated 28ft

November, 2018 (Ref: ADM.L24 1341101) on the Employment of

Engineer Francis Wakabi as Owner's Engineer for the International

Specialized Hospital of Uganda;

the Permanent Secretary, Ministry of Public Service letter to the

Permanent Secretary, Ministry of Health dated 3'd December, 2018

(Ref: CP 105733) on the Employment of Engineer Francis Wakabi

as the Owner's Engineer for the International Specialized Hospital

of Uganda;

the Direct Agreement between Government of Uganda and

FINASI / ROKO Construction SPV Ltd and African Export-lmport

Bank and Barclays Bank of Uganda Limited entered into on 4ft

December, 20 18;

the Promissory Note Purchase Agreement dated 4ft December,

2018 between FINASI/ROKO Construction SPV Limited (As Seller);

and African Export-lmport Bank, ABSA Bank Limited, Barclays

Bank of Uganda Limited and Eastern and Southern African Trade

and Development Bank (As Arangers); and African Export-lmport

Bank (As Note Purchaser, Administratiue Agent and Seanity Agent);

and Barclays Bank of Uganda Limited (As Local Administrati

Agent); and the Original Note Funders;

the Brief to Parliament by Ministry of Finance, Planning and

Economic Development on the Proposal to issue Promissory Notes

not exceeding USD 379.71 Million to FINASI/ROKO Construction

Special Purpose Vehicle Limited for financing the design,

ing of d
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4.O FINDINGS

4.T PROJECT DESCRIPTION:

The objective of the project is to reduce morbidity and mortality attributable to

Non-Communicable diseases through appropriate specialized interventions

targeting Ugandans and the neighboring states. The project is located in

Lubowa and is to be implemented in two phases namely:

Phase 1: Comprising a 264-bed specialized Healthcare Facility inclusive

of an 80-bed oncology center, in addition to Doctors and Nurses school

and accommodation, up to 72,000 sqm construction area, a 9MW power

house and the proposed National Ambulance control center.

Hospital of Uganda at Lubowa-Wakiso District (Laid on Table on

12th February, 2019);

the Presentation by Ministry of Lands, Housing and Urban

Development regarding the Ownership of Blocks 269, Lubowa;

the Letter to the Speaker of Parliament from Mr. Peter M. Mulira, a

Partner in Mulira & Company Advocates, on Block 269, Lubowa;

the Submission to the Committee on Block 269, Lubowa by Prince

Joseph Kiggala and Ms. Victoria Semwanga, Administrator and

Beneficiary respectively, of the Late Kasalina Nkizi, a daughter of

the Late Yusufu Suna Kiwewa Omulangira; and

H.E the President's letter to the Rt. Hon. Speaker of Parliament,

dated 25s February 2019 (Ret Poll2l on his position on the

International Specialized Hospital of Uganda (ISHU) at Lubowa.

Phase II (to be implemented later) expanding phase 1 facilities into a

Medical City of up to 500 beds total capacity. There is need for clarity on

what is envisaged in phase II, its potential financing optio

plementation time frame.
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4.2 CURRENTS?ATUSOFTHEPROJECT:

The Project is comprised in the current PIP (project code 1393) as one of the

Health Sector Planned multi-year projects. It is indicated as an on-going Public

Private Partnership (PPP) project. It has been described as a Finance, Design,

Build, Operate and Transfer public Private Partnership. The project start date

is July 2016 and it is expected to be completed in June 2020. The PIP

estimated project cost is UGX 955 billion (approx. US$ 258 million).

In line with the terms of the agreements, the company presented the first

milestone completion certificate, duly certified by the Ministry of Health

Owner's Engineer on 20ft December 2018 totaling to US$ 86,370,954.13. The

agreement requires that upon receipt of the Certiiicate, MoFPED must issue a

Promissory Note (PN) within two (2) days. This means that the respective PN

was required by 2)ta December 2018.

However, on 2lst December 2018 the Attorney General (AG) reversed his eariier

opinion of 5th December 20182 to the effect that Parliamentary approval was

required for issuance of Promissory notes. Upon default, on 30ft January 2019,

the company issued and delivered a notice of default with respect to the Direct

Agreement executed on 46 December3.

Whereas it is has not been reported, failure to provide for a remedy, could

result into the company terminating the agreements - with far reaching

financial implications - arbitration costs in london and costs awarded by the

arbitration court in respect to works remuneration for completed works, all

costs and liabilities incurred by the company, redundancy and breakage costs,

termination costs among others - these costs must be paid within 20 days after

arbitration decision.

2 The Atlorney General had aduised. that there tuas no requirement for pior authoity of
Partiament to issae Promissory Notes.

The direct agreement required that if no remedg is made within 45 dags from a notice of3

(_

default, in this case, 30th January 2019, the co

30dags (clause 5. of dilect agreement.
maa a notice of termtnatta+t t\thin
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4.3 CONSISTENCY OF'THE PROJECT WITH COUNTRY STRATEGY:

This project contributes to the National Development Plan (NDP) II health

sector objective of enhancing health sector competitiveness in the region

through establishing centres of excellence in heart, cancer, renal care domains

and highty specialized diagnostic services and health care. Provision of such

super-specialized medical services is critical for a healthy and productive

population.

4.4 PROJECT COST:

4.4.1 Estimated Project Cost;

The project is estimated to cost US$ US$ 557.9+ (incl. cost of financing and

operational management costs) during the first eight years. However, this cost

excludes the cost of land, other operational costs of the hospital during the

eight years other than hospital management costs and taxes. Of this, US$

366.9 million (64 percent) is for construction costs including the cost of

financing and the balance of US$ 191mi11ion (34 percent) will be incurred on

management operation costs of the project during the eight (8) years after

construction.

According to the PWIA, the initial cost of the project was estimated at US$

345.2 million, of which US$ 249.9 million (72.4%l was for construction works

(design, construction, equipping the hospital and drugs for the first year) while

US$ 95.3 million was for cost of financing. However, in the Direct Agreement

(DA), the amount for cost of financing was revised upwards from US$ 95.3

million to approx. US$ 116.986 million.

is attributed to the changes in agreement conditions that saw the interest

rate condition change from floating LIBOR under the PWIA to a fixed rate under

the Direct Agreement. As a result, the effective interest rate increased from

4 This money will be required uith elfect from tlw third gear of projed implementation (2O20) -
through redeeming of promissory notes. ln addition, taking the figare submitted to Parliament
(US$ 379.71), the amount current is estimated O00. This has been

Pagc

NSC LN Libor rate
us$ 522,0s8,
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4.76 percent under PWIA to 6.49 percent under the Direct Agreement.

Consequently, the total project cost as per the Direct Agreement is estimated at

approx. uS$ 366.436 ml11ion.

This adjustment resulted into changes in the shares of construction works

costs and cost of financing to the current levels of 680/o and 32oh respectively

(Table 2). It should be noted that the cost of the facility (civil works, equipping

of the facility and supplies for the operations of the hospital for the first year)

amounts to US$ 249.45 million while the balance of US$ 116.99 million

including the cost of financing (interest, hedging costs and commitment fees)

and cost of linancing for the investor.

4.4,2 Project Construction Costs;

Table 2: Total ProJect Costs (incl. frnancing) by Source

Brlef to
Parliament
(us$)

Dlrect
Agreement
(us$)

Current
Share
l"/"1

PWIA
Amount
(us$l

s/N Purpose

249,9OO,OOO 68o/o249,900,OOO1

Constructlon Works:
deslgn, conatructlon
and equlpplng the
hospltal

36"/o88,889,430
o/w Civil works
excluding mobilization
costs

t8,tt7,750o/w Engineering, Design
& Procurement

41%101,334,450o/w Medical equipment
and Hospital Furniture

3,748,500o/w Engineering
supervision

2o/o4,998,500o/w Staff training

7%L7,992,800
o/w Medicine and
consumables for the 1s
year

60/o14,369,250o/w Project preliminary
development

32o/o95,3OO,OOO 116,985,881.912 Cost of Flnanclng
379,710,OOO366,885,881.91345,2OO,OOOTotal

Source: PWIA, INrect Agreement (DA)' Brtel bg MoFPED
-41--
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4.4.3 Project Operation Costs;

Table 3: Hospltal Operational Remuneratlons Costs

Source: ProJect Seraice Agreement

As earlier indicated, management services remuneration amounting to US$

191 million (excl. taxes), equivalent to 34 percent of the total estimated project

cost shall be paid to the International Speciaiized Hospital (lSH) by the Ministry

of Health in line with the Project Services Agreement (PSA) within the eight (8)

years of operation after construction. Table 3 shows the annual payment

projections which must be availed through annual budget appropriation to the

Ministry's Annual Budget and the medium term expenditure plan (MTEF) with

effect from FY 2O2O l2l as indicated in Table 3.

4.5 PROJECT FINANCING:

4.5.1 Construction Costsl

A review of the project agreements revealed that the Company is responsible for

sourcing for the Iinances that are required to complete the construction and

equipping of the International Specialized Hospital for Uganda (ISHU).

Government's obligation shall be to issue a promissory note(s)s to the company

at every stage of implementation upon certified approved completion of each

milestone. Consequently, a Milestone Completion Certilicate sha11 be issued by

I

Governme ithin 2 days after receipt of the approved certificate.

J: -=*1-
note sltall be is tuith 2 dags afier the Milestone certificate ha,s been issued.

12 lP

A

Category (US$,
million) Yearl Year2 Year3 Year4 YearS Yea16 Year 7 Year I
Management Services
Remuneration

20.61 24.34 24.34 24.34 24.34 24.34 24.34 24.34

Operations Services
Remuneration To be agreed upon by MOH & ISHU alnually

\
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A Promissory lVote commits government to pay an amount equivalent to its face

value when its maturity period comes due. The promissory notes shall be

redeemable after the first two (2) years (after project completion) in line with the

Promissory Note Redemption Profile Schedule-3 contained in the Direct

Agreement (DA). As earlier indicated, the DA indicates that a total of US$ 366

million (incl. financing costs) shall be paid.

Government has committed to earmark all current expenditures currently

incurred on medical treatment abroad towards the redemption of costs related

to the promissory notes issued as and when they mature - with effect from

2O2O|2O21.lt remains unclear whether this amount is suflicient to meet the

projected costs. A review of the Auditor General Report for the year ending

June 2016, reveals that approximatety US$ 2.84 miilion was spent on medical

treatment abroad for 154 patients for three FY 2013/L4 - 2075116 (excl. costs

of travel, accommodation and upkeep) - this is inadequate to meet the cost of

redemption.

4.5.2 Financing Operation Costs;

Operation costs shall be borne by the Ministry of Health in respect to services

rendered by the company - termed as operational remunerations (operational

services remuneration and management services remuneration). Whereas it is
projected that when operations commence, revenues shall be generated from

patients, this is expected to be deposited in the Consolidated Fund (CF). The

projected patient revenues in the first year of operation are projected at

US$159.63 million, increasing to US$262.3 million in the 11tr' year, which

more than adequate to cover all the operational expenses.

To avoid penalties for breach of agreement, there will be need to ring-fence

patient funds to ensure that there is no sho ln coverlng opera

NSCS.
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4.5.3 Collection and Deposit of Patient Revenuesl

In line with the Project Services Agreement (PSA), the company under the

instruction of the Ministry of Finance, Planning and Economic Development,

shal1 open a Hospital Revenues Account where all Patient revenues generated

by the hospital sha11 be deposited.

The hospital revenues account shall be operated by the Ministry of Finance,

Planning and Economic Development. The proceeds from the account shall be

paid into the consolidated fund. Government shall ensure that whenever a

withdrawal is made from the Hospital revenue account to the consolidated fund

account, there remains an amount equal to the hospital services operations

remuneration costs for the previous two quarters.

This implies that depending on amount agreed by both partles for hospital

operations services remuneration and number of patients at the hospital, it
may take some reasonable time before funds are transferred to the CF. It will

be risky to depend on patient revenues as a reliable source of financing

Promissory Notes redemption.

5.O PROJECTAGREEMENTS

5.1 PROTTECT FRAMEWORK AGREEMENT (PFAf:

. On 17m November, 2014 Government of Uganda (GoU) entered into a

Project Framework Agreement with FINASI S.R.L., a company

incorporated in Italy, that proposed to the GoU that it was willing to
invest in Uganda and in particular the health sector. The cooperation

was in respect of a FINASI investment, which was to consist of designing,

construction, financing and operation of a modern state-of-the-art

hospital facility to be owned by the Ministry of Health (MOH). CL
The design, construction and financing of the hospital was to be

performed or procured by a special purpose vehicle company, to be

incorporated in Uganda by FINAS

accordance with a Project Investment

I (the

14 lPa
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t The operation and maintenance of the hospital facility was to be

performed or procured by a special purpose vehicle company, to be

incorporated in Uganda by FINASI (the operation company) in

accordance with a Project Investment Agreement with the GoU.

Although developed as a public private initiative, the hospital facilities

will always be owned by the MOH and will be constructed on GoU land.

The hospital is intended to attract patients from Uganda and abroad, in

particular African countries, and it will enable the GoU to minimize costs

for overseas treatment of patients and provide a speedy and more

accessible response to medical needs of Ugandan citizens.

a

5.2 PROJECT WORKS INVESTMENT AGREEMENT (PVrIAf:

In fullrlment of sub-clause 2.2.1 of the Project Framework Agreement,

GoU entered into a Project Works Investment Agreement (PWIA) to

finance, design, build and equip the International Specialized Hospital of

Uganda with FINASI/ROKO Construction SPV Ltd entered into on 27th

May, 20 15. The International Specialized Hospital of Uganda will be

located in Lubowa-Wakiso District and owned by GoU.

FINASI and ROKO prepared the plans, financial models and additional

documentation relevant to the development of the hospital, making

significant investment in the preparation of the hospital project. A

concept plan to finance, design, construct, equip and operate the

hospital was submitted to GoU on 296 October, 2Ol4 and accepted by

the GoU. Project Works Investment Agreement (PWIA) and the works

received various approvals including the Solicitor General's Approval,

Ref:ADM7/ l73lOl of 25ttt May, 2015.

According to the Project Works Investment Agreement (PWIA), the

a

a

a

ospital shall consist of a specialized cantcer facility (the Specialised

Cancer Unit) and a specialized medical facility (the specialized Medical

Unit), and at completion shaii offer to its patients the following- - --

services/ facilities; e
15 lPage
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Accident & Emergency, Radiologg & Imaging, Nuclear Medicine,

Radiotherapg, Chemotherapy, Laboratory, Blood Bank,

Administration, Outpatient Clinics, Main Surgery fincluding, inter

alia, Neurosurgery and Orthopaedics), Kidneg Transplant,

Catheisation Laboratory, Liuer Diseases Diagnosis/Treatment,

Fertilitg Medical Seruices, Epilepsg, Respiratory, Intensiue Care Unit

(IC[J), Coronary Care Unit (CCU), Deliuery and Labou1 Ggnaecology,

Opthatmologg, Phgsiot?erapg, Plastic Surgery, Cardiologg,

Cardiothoracic, Trauma, Dialysis, Endoscopg, Paediatric Ward,

Female Ward, Male Ward, WP Ward, Administratiue Offices,

Mortuary, Pharmarcy, Central Steilization Supplg Department,

Biomedical Engineeing, Information Technologg, Kitchen, Laundry

and Staff Houses.

5.2.1 Project Works Remuneration;

In consideration of the works, it is further stated in clause 6 of the

Project Works Investment Agreement (PWIA) that the GoU shall pay

FINASI an amount equal to USD 345,200,000 (exclusive of taxes) being

the aggregate of the following:

i. USD 249,9OO,OOO being the cost of the design, construction and

equipping of the hospital as well as other costs, expenses and fees

payable in connection with the construction period; and

ii. USD 95,300,000 being the cost of Iinancing being repaid by GoU

over a period of eight years. The cost of financing was structured

on a floating LIBOR basis and FINASI undertakes to enter into

interest hedging arrangements necessary to mitigate increases in

the LIBOR rate. The costs of hedging shall be covered by GoU and

the additional cost of financing q
September 2018, Government approved a new Project Works

muneration amount of USD 379,7LO,OOO with computed time value of

81() OOO refl ting an effective interept-money amounting to USD 129,

\F\-
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rate of 6.4970 arising from the increase in USD LIBOR from 0.399570 per

annum in March 2015 to USD LIBOR of 2.535%o in September 2018.

Conditions for the project financing are the following:

Table 4: Pro ct Financ Plan

Source: MoF?ED (Feb, 2O79J

i. From Table 4, the SPV is constituted by FINASI, as the Lender and

the Ugandan construction company ROKO Construction Limited

and will be incorporated in Ugandan law. ROKO will exit the SPV

after termination of the civil construction.

ii. The project model is based on a project financing plan, where the

selected private bank (African Export-lmport Bank) will finance the

total amount of the project to the SPV for a period of 2 years of

grace and will be repaid through the following 6 years. The interest

on the principal amount will be repaid starting from the second

111.

year.

The business model is based on the assumption that the SPV is

going to be tax neutral.

\$t*.5.3 LENDERSDIRECTAGREEMENT:

It is noted in sub-clause 26.12 of tJre Project Works Investment Agreement that

as a condition to achievement of the construction effective date, the Ministry of

ealth and the Minis try of Finance, P1a ent

TermsItem

USD 379,710,OOO (Construct Sum of USD
249,900,00 and Time Value of moneg of USD
129,81O,0OO as a result of paging USD
249,9OO,0O ouer 6 gears)

Amount (Principal + Interest)

6 yearsRepayment Period

2 yearsGrace Period

6.490/oEffective Interest
Years)

Rate (Over 8

SPV(FINASI/ROKO)Borrower

g and Economlc D
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upon request by the FINASI enter into the Lenders Direct Agreement with the

finance parties, that is, African Export-lmport Bank and Barclays Bank of

Uganda.

5.3,1 Achievement of First Milestone;

Sub-clause 18.4 of the Project Works Investment Agreement state that on

occurrence of the construction effective date, the first milestone in

re spect of part of the works w111 be achieved (including, for example, for

approval of the designs, the completed study of the project site, the

agreement on construction contracts with contractors and the raising of

the finance for the construction works) and the first milestone

completion certificate shall be deemed issued.

5.4 PROJECT SERVICES AGREEMENT (PSAI:

For the purpose of the operations and facilities management of the hospital,

GoU entered into a Project Services Agreement (PSA) with the International

Specialized Hospital of Uganda Limited on 27b January, 2016 to undertake the

operations and facilities management of the hospital for a period of B years

from the date of completion of the construction of the hospital.

5.4. I Management Servlce Remuneration;

In accordance with sub-clause 8.2 of the Project Services Agreement

(PSA), Ministry of Health shall pay to International Specialized Hospital

of Uganda Limited an amount covering the company's income for general

overall management of the hospital pursuant to the PSA (and including

payment of expatriate staff and top-up allowances for seconded staff,

which shall be paid quarterly during the service period as follows:

i. USD 5,152,000 (exclusive of tax) per quarter for the of

operation; and --=#f -
ii. USD 6,086,000 (exclusive of tax) per quarter fo remalnder o

service period.
(
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5.4.2 Operation Service Remuneration;

In accordance with sub-clause 8.3 of the Project Services Agreement, the

Ministry of Health shall pay to the International Specialized Hospital of

Uganda Limited, the operational costs to be borne by the hospital other

than those related to general management of the hospital. Operational

services remuneration costs shall be paid quarterly on the basis of the

hospitai operations budget.

5.4.3 Hospital Revenue Account;

According to sub-clause 10.2 of the Project Services Agreement, the

patient revenues generated by the hospital shall be paid into a revenue

collection account, which shall be opened by hospital under instruction

of Ministry of Finance, Planning and Economic Development (MoFPED)'

The hospital revenues account shall be operated by MoFPED and the

proceeds from that account sha11 be paid into the Uganda Consolidated

Fund, provided that the GoU shall ensure that whenever a withdrawal is

made from the hospital revenues account into the Consolidated Fund,

there remains on the hospital revenues account an amount equal to the

operations services remuneration for the preceding two quarters.

5.4.4 Events of Default;

a) Under ciause 2 1 of the PWIA, the following are some of the events that

shall be a Company Event of Default:

i. the Company does not complete the Hospital by the Works Lon

Stop Date; @
ii. the Company abandons the Works otherwise than in

accordance with this PWIA or without prior written consent of

the Ministry of Health;

the Company has failed to fulfill any obligation under thislll

PWIA, for which fail

PwIe. -iL- - '

te ination has been s in this

UG;
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b) Upon the issuance of the Certilicate of Practical Completion, the

Works shall be deemed as successfully completed and f,inally accepted

by GoU and GoU will not be entitled to terminate this PWIA with

reference to any Company Event of Default relating to the Works of

the quality of the same.

c) GoU Events of Defaults include:

i) the failure by the GoU to make any payment when due under

this PWIA;

ii) the failure by the GoU to compiy with its obligations under the

Lenders Direct Agreement and/or misrepresentation by GoU

under the Lenders Direct Agreement;

iii) any change in law or change in tax that;

o makes unenforceable, invalid or void any payment of

other material obligation of the GoU under this PWIA or

related documents;

. makes it unlawful for the Company, the contractor or the

sub-contractors to make or receive any payment, to

perform any material obligation or to enjoy or enforce any

material right under any Applicable Permit, this PWIA or

the Company's finance agreements.

5.4.5 Termination:

af Terminatlon by the GoU; save as otherwise provided in the PWIA,

in the event that a Company Event of Default occurs, the GoU may

deliver to the Company a "Notice of Defau1t", after which the

Company will have 90 days to remedy the default, failure of which

GoU shall be entitled to terminate this PWIA by issuing an "Early

Termination Notice" for a 3O-days period; if the Company remedies

the Company event of default within these 3O days, the

termination notice shal1 be deemed revoked.

bt Terminatlon by the Company; save as otherwise provided in the

PWIA, in the event that Uganda Ev
--s!Jl^ - .

Default occurs;

ent
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i. if the GoU Event of Default relates to failure to meet a

payment obligation, then the Company shall be entitled to

terminate this PWIA by lssuing an Early Termination Notice;

ii. In relation to any other GoU Event or Default, the Company

may deliver to the GoU a Notice of Default after which the

GoU wiil have 90 days to remedy the event' If the GoU fails

to remedy the Event or Default within 90 days, the Company

shall be entitled to terminate this PWIA by issuing an Early

Termination Notice.

c) Effects of Terminationl

i. upon termination, the Company acknowledges that -

. ownership of the Works carried out and performed by

the Company up to the date of termination or the

completed Hospital, as the case may be, shall vest in

the Ministry of Health, and the Company shall take

such reasonable steps as are necessary to achieve this;

o the Company shall secure and protect such works (or

the Hospital) and give up possession of the Project Site

as soon as practicable, and in any case no later than

30 days after the Date of Termination; and

o the GoU shall pay to the Company termination

compensation pursuant to clause 23.

ii. upon termination, Ministry of Health shall -

o be deemed to have taken possession and control of the

Project Site and any construction made on such

Project Site up to the Date of Termination, and the

Company shall no longer be liable for s*ty and

security on the Project Site; L4,
take possession and control of all materials, stores,

lmplements and construction and designs, which are

a

r(

part of the ospital. Any material and documentatio
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which is property to the Company or a contractor shall

be returned to the relevant entity; and

. be entitled to restrain the Company and any person

claiming through or under the Company from entering

upon the Project Site or any part of the Project.

df Termination Compensationl

i. In case of termination by the GoU of the PWIA -

o GoU shall pay to the Company a Termination

Compensation in an amount equal to the aggregate of

the works remuneration in respect of the works

performed at such date, and all other costs and

liabilities which were reasonably incurred by the

Company in expectation of implementing and

performing the works; and

. GoU shaI1 be entitled to enforce the Works

Performance Security in the amount of the agreed

performance amount.

ii. In case of termination by the Company of the PWIA, GoU

shall pay to the Company the aggregate amount of -
. the works remuneration in respect of the works

completed at such date;

. all other costs and liabilities, which in the

circumstances were reasonably incurred by the

Company in expectation of implementing and

completing the works;

. redundancy and contractor breakage costs; and

. an amount equal to the Agreed Performance O^.ryir.

MPLrcArroNs oF rHE PRoJEcr \@j8BUDGETARY I

The Ministry of Health, which will be the owner of the hospital, will pay
(

e SPV, through its annual budget, during the 8 years of operations an

)tu

6
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annual fee to cover the provided services and repay the initial investment

(including the interest rates). The MoFPED sha11 deliver to African

Export-lmport Bank, the Administrative Agent, the following documents

and evidence in relation to the annual budget cycle of the Republic of

Uganda showing the budgetary appropriations required for the payments

relating to the Promissory Notes falling due in the relevant year:

a) no later than 15e February of each year, evidence of the national

budget framework paper approved by Parliament of the Republic of

Uganda; and

b) no later than lst July of each year, the approved budget and

legislation on appropriations approved by the Parliament of the

Republic of Uganda.

6.2 A review of Auditor General's Report (FY 20 15/ 16) reveals that this

budget is inadequate. Given the projected funding requirements for PNs

redemption and management services remuneration (Table 5) and the

Health Sector MTEF (Table 6), it is clear that the current projections

(non-wage budget projections) do not take into account allocations to

ISHU.

Table 5: Requirements for PNs Redemption and other costs6 (US$ million)

Sourca: Dlrect Agreement . ."f l-- -
perations of the Hospital.

diltfr
(\
\̂
ts

2O2O l2t 2O2t 122 2022123 2023124 2024125 2025126 2026127 2027l2ACategory

a7.28 77.97 63.57 47.80 15.63

244.80 322.93 2A8.49 235.22 176.98 57.86 3t.37

4.4766.16

Promissory Note

Redemption (US$ m)

Promisaory Note

Redemption (UGX, Bn)

20.61 24.34 24.34 24.34 24.34 24.34 24.34 24.34

76.30 90.13 90.13 90.13 90.13 90.13 90.13 90.13

Management services

Remuneration (US$ m)

Management Services

Remuneration (UGX, Bn)

u Addition for o

UPw
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Based on the projections in the Health MTEF and the cash flow projections

from patient revenues (US$ 43 million), if no additional resources are

earmarked to the Health Ministry to finance this project (US$ 19 1 million)

during the operational period, the project will erode the fiscal space for the

Ministry's non-wage budget. This will have negative implications to heath

service delivery due to constrained operation budget (non-wage). Government

will have to provide for additional resource under the Ministry of Health

starting with FY 2O2Ol2l to finance the operations of the hospital and the

redemption of the promissory notes. Moreover, additional resources may be at

the expense of other projects or borrowing to finance the deficit.

Table 6: Ministry of Health MTEF Budget Allocation (excl, arrears & AiAl

Item IUGX, Bllllon unless

otherwiee stated 2018/19 2OL9l2O 2O2Ol2r 2O2t 122 2022123 2023124

Wage

Non-Wage Recurrent

Domestic Dev

External Financing

\t .42

64.67

51.75

1003.06

tt.42
62.38

51.75

1037.56

11.99

71.74

62.tO

100. 19

t2.59

86.08

62.10

85.38

13.22

103.3 0

62.t0
0.00

13.88

t23.96

62.tO

0.00

Total excl. External

Total lucl, External

125,55

1163.11

160.77

246.L5

L27.44

113(}.9()

t45.42
2+6.OL

t74.62
r?8.62

L99.94

199.9+

Management services Remuneration USD 20.61 24.3+ 24.34 24.34

Management services Remuneration UGX 76.30 90.13 90.13 90.13

Balaabe: ,,,., 11

-4;66. -4.O5serytcell

Source.' MnPED, INrect Agreement

6.3 ORGANTRANSPLANTS:

GoU will use its best endeavours to introduce legislation to allow organ

transplants in Uganda within 2 years of the date of the Direct Agreement. The

Committee was informed that the First Parliamentary Council has completed

drafting the Bill and it is to be presented to Cabinet for approval; thereafter, il-dl*- 
"

wi1 e gazetted and brought to Parliament. At any time after the hospital is

ble of offering a treatment, and before any patient b1e to

#
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recommended by the Uganda Medical Board for such treatment abroad is so

recommended or referred to another hospital in Uganda, the GoU shall ensure

that each such patient is referred to the Hospital for such treatment; and

FINASI undertakes to ensure that the Operations Service Provider Contract

provides specialised medical treatment at a cost equivalent to or lower than the

average lnternational costs for similar treatment.

6.4 RETURN ON IIVESTMENT OF THE PROJECT:

Economic analysis indicated that the project is economicaily viable with the

calculated return on investment that will accrue to Government estimated at

30%.

7.O OWNERSHIP OF BLOCK 269 LUBOWA

7.t In establishing the ownership of Block 269, Lubowa - the proposed land

for construction of ISHU - the Committee interacted with the following:

i. the Minister of Lands, Housing and Urban Development;

ii. Mr. Peter M. Muiira, a Partner in Mulira & Company Advocates;

and

iii. Prince Joseph Kiggala and Ms. Victoria Semwanga, Administrator

and Beneliciary respectively, of the Late Kasalina Nkizi, a daughter

of the Late Yusufu Suna Kiwewa Omulangira.

7.2 The Committee established as follows:

a) History of Ssuna's Allotment of Land in Buganda Kingdom unde

the Uganda Agreement 19OO;

i. By the 1900 Uganda Agreement, YUSUFU SUNA KIWEWA

OMULANGIRA became the original allottee of 8 square miles

of land in Buganda Kingdom as per Allotment No.4l42 (See

A A). _4-
A llotment No.4 142 shows that out of the allotment of8

miles, YUSUFU SUNA KIWEWA OMULANGIRA hass

\
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111.

b) History of Ownership of Mitchell Cotts Land at Lubowa;

square miles of land at Bunamwaya, Nkumba, Nambi and

Ngobe.

ln 1944 YUSUFU SUNA KIWEWA OMULANGIRA made a Will

by which he itemized several pieces of land which he

bequeathed to his successors, including his land at

Bunamwaya, which did not make mention of the land at

Lubowa as belonging to the said estate (CourtesA of M/ s

Nshimye & Co. Aduocates' Letter under Ref: LC/016/ ll/CK
of 16th August 2018).

Crown Grants No.9854 in respect of the land described as

Nakukuba and Mutungo, Kyadondo Block 269 of

approximately 843.6 acres, original grantee was Captain Hill.

Crown Grants No.8843 in respect of the land described as

Lweza, Lubowa and Naziba, Kyadondo Block 269 of

approximately 708.8 acres, original grantee was Ormsby'

c) History of Ownership of the land at Lubowa;

By Crown Land Document No.408 being an Instrument of

Transfer dated 136 June 1916 was registered on 20fr April

1917 on Crown Lands Register Volume 29 Folio 18 by which

ROBERT CONSTABLE HILL of Uasin Gishu, B.E. Africa

transfer the land to LUBOWA ESTATE LIMITED.

1

11

1

11 By Crown Land Document No.1647 being an Indenture

dated 1"t September 1925 the Liquidated LUBOWA ESTATES

LIMITED transferred 1005. 15 acres to THE UGANDA

RUBBER AND COFFEE ESTATES LIMITED UNdCT

Instrument No.1718 of 19ft Se 1925 under Free

Register Volume 2 Folio 1

I ry' 26 lPa gt:
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1V.

Freehold Register Volume 2 Folio 15 (Formerly of C.L.R'

Vol.29 Folio 18) was issued on 19th September 1925 under

Crown Grant No.9854 in respect of 840.998 acres at

Nakukuba and Mutungo Estate to THE UGANDA RUBBER

AND COFFEE ESTATES LIMITED, Nsimbe Estate,

Mawokota, Uganda under Instrument No. 1717 ol l9b
September 1925.

Transfers to the Land comprised in Freehold Register

Volume 2 Folio 15:

On 29b December 1947 the land comprised in FRV 2

Folio 15 was transferred to UGANDA ESTATES

LIMITED of P. O. Box 1, Kampala under Instrrrment

No.76586.

a

a

a

On 28ft June 1951 the land comprised in FRV 2 Folio

15 was transferred to THE UGANDA COMPANY

LIMITED, 13, Rood Lane, London, E.C. 3, England and

P. O. Box 1, Kampala under Instrument No.104122.

v Freehold Register Volume 2 Folio 16 (Formerly of C.L.R.

Vol. 10 Folio 14) was issued on 19u September 1925 under

Crown Grant No.8843 in respect of 993.15 acres at Lweza,

Lubowa and Naziba Estate to THE UGANDA RUBBER AND

COFFEE ESTATES LIMITED, Nsimbe Estate, Mawokota,

Uganda under Instrument No.1718 of 19e September 1925.

v1 Transfers of the Land comprised in Freehold Register Volume

2 Folio 16:

On the 26fr October 1931 THE UGANDA RUBBER

b_

(

AND COFFEE ESTATES LIMITED transfer 12.00 acres .4-

being part of the said land to JOHN JAMIESON WILLIS

Lord Bishop of Uganda House of Bishops, Kam

bl,rrr"^ 27 
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a

a

b

Uganda a freehold certiltcate of title was issued under

Freehold Register Volume 33 Folio 12 out FRV 2 Folio

16; the current registered proprietor is THE

REGISTERED TRUSTEES OF THE CHURCH OF

UGANDA who got registered upon a transfer under

Instrument No.l9767l of 3l"t May 1976.

On 29b December 1947 t}:e land comprised in FRV 2

Folio 16 was transferred to UGANDA ESTATES

LIMITED of P. O. Box 1, Kampala under Instrument

No.76586.

On 28s June 1951 the land comprised in FRV 2 Folio

15 was transferred to THE UGANDA COMPANY

LIMITED, 13, Rood Lane, London, 8.C.3, England and

P. O. Box 1, Kampala under Instrument No.104122.

vl1 Freehold Register Volume 82 Folio 1 was issued on 25fr

January 1958 to THE UGANDA COMPANY LIMITED under

Instrument No.139274 as a single certificate of title

comprising Crown Grant No.9854 and Crown Grant

No.8843.

d) Acquisition of the Land at Lubowa Kyadondo Block 269 by Ms.

Mitchell Cotts Uganda Limited;

The certificate of title comprising Freehold Register Volume

82 Folio I issued on 25s January 1958 under Instrument

No.139274 based on Crown Grants No.9854 and 8843 for

land known as Lubowa Estate measuring 1834.148 acres

and was originally registered in the names of THE UGANDA

COMPANY LIMITED, 13 Rood Lane, London, E.C.3 Engl

and P. O. Box 7001, Kampala.

1
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On 9ft July 1969 the said land was transferred to THE

UGANDA COMPANY (HOLDINGS) LIMITED of P. O. Box

7001, Kampala under Instrument No.178344.

On 12ft March 1988 a Certificate of Repossession No,O412

dated 18s December 1987 was registered under Instrument

No.234323 in favour of UGANDA COMPANY (HOLDINGS)

LIMITED of P. O. Box 7001, Kampala.

On the 2 lst May 20 13 the said land was transferred to

MITCHELL COTTS UGANDA LIMITED of P. O. Box 7032,

Kampala under Instrument No.482578.

Plot 101 Lubowa Estate was sub-divided out of the Freehold

Volume 82 Folio 1 by UGANDA COMPANY (HOLDINGS)

LIMITED resulting in the creation of Freehold Register Volume

321 Fotio 6of 37.968 Hectares issued on 27ft August 1993.

On 17ft September 1998 UGANDA COMPANY (HOLDINGS)

LIMITED transfer Plot 10 1 Lubowa Estate comprised in

Freehold Register Volume 321 Folio 6 to JOINT CLINICAL

RESEARCH CENTRE LIMITED under Instrument No.296601.

Plot No.2772 Busiro Block 269 of 30.3140 Hectares Lubowa

Estate was sub-divided from Freehold Register Volume 32 1

Folio 6 to create Freehold Register WAK394 1 Folio 18 which

was then transferred by JOINT CLINICAL RESEARCH CENTRE

LIMITED to UGANDA LAND COMMISSION (for Ministry of

Health) on 16th March 2O 18.

dings on the Claim of Beneficiarles of Yusufu Suna

The late YUSUFU SUNA KIWEWA OMULANGIRA became the

original allotee of B Square Miles of land in Buganda King

e.l

lV.

e) Acquisition of Land at Lweza by Uganda Land Commisslonl

1

11.
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under Allotment No.4142, part of which contained 2 Square

Miles of land comprised in Mailo Register Kyandondo Block

265, Bunamwaya.

Allotment No.4142 did not include the two pieces of land

described as Nakukuba and Mutungo, Kyadondo Block 269

initially approximated to be 843.6 acreas originally held under

Crown Grants No.9854 and Freehold Register Volume 2 Folio

13. The said allotment did not also include the land described

as Lweza, Lubowa and Naziba, Kyadondo Block 269 initially

approximated to be 708.8 acres held under Grant No.8843 and

Freehold Register Volume 2 Folio 16 which measured

approximately 993. 15 acres.

The Late YUSUFU SUNA KIWEWA OMULANGIRA did not

include any of the two pieces of land situated at Lubowa when

he made his Will in 1944.

\\)

g) Statement of the Land Search (FRV WAK3941/18) by Ministry of

Lands, Housing and Urban Development as at 28tt' February 2O19;

The Committee requested for a search on Block 269 Lubowa (a copg of

the Search Report is attached), which was carried out and submitted

as follows:

TITLE: FREEHOLD REGISTER VOLUME WAK3941
FOLIO 18

LAND AT LUBOWA KYADONDO

BLOCK/ROAD 269 PLOT NO.2772

AREA: MEASURING APPROXIMATELY 30.3140
HECTARES

REG. PROPRIETOR: UGANDA LAND COMMISSION (MINISTRY OF
HEALTH) OF P. O. BOX 36408, KAMPALA
REGISTERED ON 01/06/2018 04:26PM UN

INCUMBERANCES: NIL

INSTRUMENT NO.WAK-O0174518

--=r.!^ t+
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8,O COMMITTEEOBSERVATIONS

8,1 The project contributes to the NDP II Heaith Sector Objective of

enhancing health sector competitiveness in the region through

establishing Centres of excellence in heart, cancer, renal care

domains and highly specialized diagnostic services and health

care. Provision of such super-specialized medical services is critical

for a healthy and productive population. However, to deliver the

intended benefits to Ugandans, there is need to strengthen the

health sector referral system as well as improve the functionality of

the health service delivery systems across the country to aid early

diagnosis and attendant medical care provision.

A.2 There is no doubt the implementation of the project has potential ol

increasing the availability of specialized medical services in the

country and to promote medical tourism through referrals from

neighboring countries. However, there is need to fast-track the

implementation of the National Health Insurance to guarantee

accessibility of the facility by making it affordable to Ugandans

when completed.

8,3 Government has already defaulted on the requirement to issue to

FINASI signed Promissory Notes for the first approved Certified of

Completed Milestone of 5m December, 20 18 and is liable to a

penalty irrespective of the position of Parliament on the re

(approval or non-approval).

The signing of this Agreement occurred without prior approval of

Parliament, against the provisions of the law. This was based on

the Sttr December, 20 18 opinion of the Attorney General, which

stated that no Parliamentary approval was required for issuance of

Promissory Notes. However, the signing of this Agreement prior ,:A.l^
Parliamentary approval has not deterred Government from seeking

the mandatory approval, especially after receiving a letter da

t

8.4
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21*t December, 2018 from the Attorney General that reversed his

earlier opinion contained in a letter dated 5s December, 2O18'

8.5 Ownership Of Block 269, Lubowa; based on the findings of the

Committee with regard to the ownership of Block 269, Lubowa

(Pages 26-31), the Committee notes that:

a) The most recent Statement of Search of Block 269 Plot

No.2772 as at 28th February 2019 indicates that the land in

question is owned by Uganda Land Commission (Ministry of

Health), and it has no encumbrances. The Ministry of Lands,

Housing and Urban Development submitted a Certilicate of

Title to the Committee to this effect.

b) The Committee considered two claims submitted to it to the

effect that the land in question belongs to the Late Yusufu

Suna Kiwewa Omulangira; one by Mr. Peter M. Mulira of

Mulira & Company Advocates, and the other by Prince

Joseph Kiggala and Ms. Victoria Semwanga, Administrator

and Beneficiary respectively, of the Late Kasalina Nkizi, a

daughter of the Late Yusufu Suna Kiwewa Omulangira. None

of these claimants submitted proof of ownership of the said

land. On the contrary, the Ministry of Lands, Housing and

Urban Development submitted documents to the Committee

detailing the 8 square miles of land in Buganda Kingdom as

per Allotment No.4142 (See Annex A), which under the 1900

Uganda Agreement, were first allotted to the Late Yusufu

Suna Kiwewa Omulangira. ln 1944, the Late Yusufu Suna

Kiwewa Omulangira made a Will - which the Ministry of

Lands, Housing and Urban Development accessed - in which

he itemized several pieces of land, which he bequeathed to

his successors. The Will did not make m

Lubowa as belonging to the said estate.

ention of the
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8.6 Budgetary Implications; the Committee noted that the Ministry of

Health, which will be the owner of the hospital, will pay the SPV

through its annual budget during the 8 years of operations, an

annual fee to cover the provided services and repay the initial

investment (including the interest rates).

A.7 Government Supervislon of the Project; the Committee noted

that in fulfillment of sub-claus e 17 .1.6 of the Project Works

Investment Agreement, the Ministry of Health on 28e November,

20 18 appointed Eng. Francis Wakabi to act as the Owner's

Engineer to the International Specialized Hospital in Lubowa, for a

period of six (6) months. Eng. Wakabi had resigned from Public

Service and is also under investigation. H.E. the President had in a

letter dated 4ft September,2OlS (Ref: PO/ 12) directed the Minister

of Health, that given the importance of this project and in order to

avoid delays and ensure that the project continues as earlier

anticipated, to al1ow Eng. Francis Wakabi to continue working for

the period of six months as the process of appointing a new

engineer was being formalized. This was on the request of FINASL

It was wrong for the project contractor/ implementer to recommend

who should be the project owner's supervisor. This is clearly a

conflict of interest and will most likely expose GoU to losses/risks.

8.8 ProJect Implementation Delays; the Committee noted that the

preparation and appraisal of this project has taken a very long

time. The project was conceived in 2O13 and the launch/ground

breaking was on 1st June, 2017. Tl:e project site land title to the

Ministry of Health was obtained on 1"t June, 2018 and

negotiations with project financiers initially commenced with CITI

Bank, and subsequently with African Export-lmport Bank and

Barclays Bank of Uganda Limited, on 4th December, 2018. The risk

of delays in preparation and appraisal of this project and

--.1,1*_ ({
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risks associated with implementation delays could further put the

project at risk of failure to be implemented on time.

9.O COMMITTEERECOMMENDATIONS:

9.1 In light of this project, Government should put in place mechanisms

to ensure that on-going programmes such as rehabilitation and

equipping of health facilities (lower level health facilities, general

hospitals, regional referral hospitals as well as national referral

hospitals) complements the existing specialized facilities such as the

Uganda Heart Institute, Uganda Cancer Institute and Mulago

Super-specialized hospita-l among others. In addition, Government

should ensure that they are internationally accredited to widen the

super-specialized service scope as a means of lowering service costs.

9.2 The design of the hospital must include a special wing, with

subsidized costs for Ugandans that cannot afford the cost in the

international set up.

9.3 The Attorney General's Office should be cautioned to be more

careful and thorough when giving advice to Government to avoid or

minimize losses to Government arising out of inconsistencies.

9.4 Government should in future strictly adhere to the provisions of

the law that require the prior authorisation of Government

financial commitments for more than one financial year or which

results in a contingent. The authority of Parliament cannot be

sought after Government has already signed/executed Agreements

that bind Government to a financial commitment for more than

one financial year or which results in a contingent liability.

( fi,@
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9.5 On the ownetship Of Block 269, Lubowa; based on the history of

ownership of this land at Lubowa presented to the Committee, the

evidence of the Certificate of Title submitted to the Committee, and

the land search conducted upon the request of the Committee,

Block 269 Lubowa belongs to Uganda Land Commission (Ministry

of Health) with no encumbrances. The Committee therefore

recommends that the construction of the International Specialized

Hospital of Uganda (ISHU) should commence as soon as possible to

avoid further penalties that Government will be paying by failing to

issue Promissory Notes within the stipulated time.

9.6 On Budgetary Implicatlons, the Committee recommends that the

Ministry of Health should ensure timely integration of the

budgetary appropriations required for the payments under the

Project Works Investment Agreement (PWIA), the Lender's Direct

Agreement and any other ancillary or connected agreement to

which the Government of Uganda is a party, that will fa11 due in

the relevant year.

9,7 On Government Supervision of the Project, the Committee

recommends as follows;

The employment contract of Eng. Francis Wakabi as the

Owner's Engineer should be terminated with immediate

effect;

l1

I

The Ministry of Health should request the Ministry of Works

and Transport (MoWT) to assign two internationally

accredited Senior Engineers at the rank of Principles to the

Project (a Civil Engineer and an Electro-Mechanical

Engineer);

iii. The Ministry of Health should assign an lnterna

accredited Bio- edical Engineer; -41-
slP a<6
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l\I The 3 (three) Engineers mentioned above should constitute a

team of Owner's Engineers that will represent Government to

supervise the Project in the interim as Ministry of Health

recruits its own engineers in the established Infrastructure

Department; and

v transition

9.8 On Project Implementatlon Delays; the Committee recommends

that Government intensifies its efforts of timely preparation and

appraisal of public investment projects by improving their quality

and readiness. This will go a long way in fast tacking and

addressing the glaring challenges constraining Uganda's

development agenda.

1O.O CONCLUSION

Subject to the observations and recommendations herein, the Committee

recommends that this House approves the Proposal for Government to issue

Promissory Notes not exceeding USD 379.71 Million to FINASI/ROKO

Construction Special Purpose Vehicle Limited for linancing of the design,

construction and equipping of the International Specialized Hospital o da

at Lubowa- so District.

.4

Government should make appropriate

arrangements not to delay the project.
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'l .0 lnlroduction

On l2rh Februory,20l9, the Hon Minister of Finonce, Plonning ond Economic
Developmenl in chorge of Plonning tobled o proposol seeking for the outhority
of Porlioment to couse Government to issue Promissory Notes not exceeding
USD 379.71 Million to FINASI/ROKO Construction Speciol Purpose Vehlcle Ltd for
finoncing the design, construclion ond equipping of the Internotionol
Speciolised Hospilol of Ugondo ot Lubowo Wokiso Dislrict. The Proposol wos

occordingly referred to the Committee of Nolionol Economy for considerotion.

The Minister sought cover in Seclions 23 ond 36 of the Publlc Finonce

Monogement Act, 2015 (os omended).

It is envisoged thot if opproved, the focility will monoge complex coses/non
communicoble diseoses such os concer, kidney tronsplonts, heort ond broin
surgery ond other conditions requiring speciolized keolment nol ovoiloble in

Ugondo. lt is olso expected thot the counlry would sove obout USD 73m which
Government incurs onnuolly in refenols obroqd.

2.0 Mondote

We ovoil ourselves Porlioment's oversight role in promoting occounlobility ond
tro nsporency.

To this end Rt. Hon Speoker, we ore moving under Rule 202 of Porliomenl's Rules

of Procedure which provides thol;

1) Any Member or Members dissenting from the opinion of o moiority of o
Committee moy slote in writing the reosons for his or her or their disseni,
ond the siotements of reosons sholl be oppended to the report of the
Committee.

2) The Member dissenting from the opinion of the mojorily of the Committee
sholl be given time lo presenl the minority report o1 the time of the
considerotion of the Commitlee report.

3) In preporing o minority report, o member sholl be offorded reosonoble
osslstonce by the Office of the Clerk.

1
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As Members of the Committee ond ofter porticipoting in the octivities thot
should hove led to the report. we toke exception io recommendotions therein

ond occordingly wish io dissent.

Much os we ore nol opposed to o project of thot noture, we horbour serious

concerns in both its motive ond the monner in which the discreponcies which
the proposol beors hove been hondled. We therefore contend thol if opproved
in the currenl form os the Committee Reporl implies, the project is more of o
liobility io the country thon is envisoged.

Poinls of dissent from the moin report ore os listed below:

. Legolity/Procedure
e Priority
. Procuremenl stondqrds in the choice of FINASI/ROKO SPV os the investor.
. lnconsistency in the Cost of finoncing ihe lnternotionol Speciolised

Hospitol Ugondo (ISHU)

. Poyment for completion of project works lhrough the Escrow Account vs

issuonce of Promissory Notes.
. Project Monitoring componeni obsent in project documents.
. Ownership of the Project Lond
r Budgetory implicolion ond consequenl obsence of the Note Purchose

Document.
r Lock of clority on the operotion of the ISHU focility olongside other existing

speciolised fociliiies in the country.

2.0

2.1

Justificolion for Dissenting From the Moin Reporl.

tegolity/ Procedure

Arlicle 159(2) of the Constitution of Ugondo provides for Government's mondote
to guorontee loqns for public institutions. Equolly. the Public Finonce ond
Accountobility Act (2003)3 olso outhorizes Government to guorontee loons for

stote enterprises ond Locol Governments in the interesl of the public. According
to Article 159(4) of the Conslitution ond section l3(l), (2) ond (3) of the Budget
Act (200,l). Government is in turn tosked to provide occounlobility on loon
guorontees ond gronts to individuol componies ond Stotutory Corporotions.
lmportont however, is thot oll this is subject to the outhorizotion of Porlioment.
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This corries o high degree of risk in thoi in the event of defoult in poymeni by the
bonower, Government, os o guoronfor undertokes to re-poy the oulslonding
loon bolonce using money from the consolidoted fund os stipuloted under
seclion 28 of the Budget Act. This is in oddition to the foct lhot resources from
the consolidoted fund which would otherwise hove been used for public

investments ore diverted. There is olso o high likelihood of finonciol loss of tox
poyers' money should the borrower defouli or foil to poy bock the loon.

lncredulously, FINASI/ROKO SPV LTD issued ond delivered o Notice on the 30tn of
Jonuory, 2019 to the Ministry of Finonce, Plonning ond Economic Development
in respect to the project ogreements executed on the 4tn December, 2018.

Equolly Incomprehensible is thot o penolty fee of USD 750,000 increosing on o
doily bosis is being incurred even before the project tokes off. The likely evenl of
foilure will leod to the terminotion of the projects ogreemenls, loss of
government monies ond couse serious domoge to Ugondo's reputotion omong
internotionol investors ond the internotionol finonciol communily.

As for the guorontee in question, on unprecedenled urgency is presented in the
proposol lo Porlioment. lt is quite suspicious for o process thol storted in 2014

only lo emerge os on emergency in 2019.

The procedure ond complionce with the enobling lows hos oll been flouted ond
olreody roises queslions. The request to issue Promissory Notes is due to the illegol

controctuol obligotions lhot hod hitherto been signed between GoU ond o
privote compony FINASI/ROKO SPV LTD without due Porliomentory Approvol.

As o Porlioment, we must be seen to odhere lo the highest stondord of legolity
ond Constilutionolism short of which we will be legisloting in voin. lt's therefore
lhe considered view of the outhors of this minority report thol, Porlioment should

not be drown into the unsolicited rush to opprove Promissory Notes; rother
porliomentory opprovol processes should be respecled ond odhered 1o.

2.2 Priorily

Unlike public sector inslilutions, Government's control in privole sector
operotions is limited since the lotter is chiefly motivoted by profit moximizotion.
This renders privote sector initiolives costly ond subject to obuse os hos been
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evidenced in the coses of Phoenix Logistics Project ond Apporel Tri-Stor (ATS)

Ugondo Ltd which this Porlioment hos full knowledge of. This colls for extro
coution in ossuming loon obllgotions in respect to o privote sector entity.

There hos been morked effort by Government in lhe provision of speciolised
heolth services in Ugondo. This hqs seen the upgrode ond exponslon of heolth
focilities some of which ore now complete or neor completion. Among lhese
projects ore the ongoing renovotions ot Mulogo lnstitute of Mulogo Complex
ond the exponsion of the Heort lnstitute with o USD 54.9 million loon from the
lslomic Development Bonk. This is in oddition 1o the Women ond Poediolric
hospitols ot Mulogo ond Entebbe respectively. lt is noteworthy thot they ore oll

oimed ot providing similor speciolized heolth services os envisoged for ISHU -
Lubowo Focility, omong them treotmenl, reseorch, troining ond prevenlion.

Why should o privote investor such os FINASI/ROKO SPV LTD be given
precedence in occessing guorontees when less risky institulions con be
revomped or upgroded to offer such services? Autonomous ond nolionol
referrol hospitols like the Ugondo Heort ond Ugondo Concer lnstitules ond other
terliory core units should be focilitqted in the developmenl of speciolised
hospitol core f unclions.

2.3 Procuremenl stondords in lhe choice of FINASI/ROKO SPV qs the investor.

Questions hove orisen os to lhe complionce to procurement policies in

determining ihe FINASI/ROKO SPV LTD os the preferred investor for the ISHU-

Lubowo focility. There is no ollusion or reference to on open bidding or
competitive process from which lhey were evoluoled for the job of hond.
Neither wos there o Public Privote Portnership orrongement lowords the project.
There is insteod o deliberole move to circumvent due legol, institutionol ond
policy provisions.

It is olso indicoted on poge 40 of the Project Fromework Agreemenl, where
No.24.9 indicotes thot "nothing in this Projecl Fromework Agreement sholl be
deemed to constitute o porlnership between the porties or constitute either
porty the ogent of the olher porty for ony purpose" on indicotion thot the type
of ogreement thot government entered into with FINASI wos neither o loon

!
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Porlioment is privy to precedents where Governmenl hos continued to oword
controcts to incompetent ond resource-conslroined componies with dire

romificotions despile prolesl from stoke holders. There is o risk of owording

controcts beyond lhe copociiy of inveslors of choice who get overwhelmed by

the volume works.

A bockground ossessment would hqve reveoled thot FINASI/ROKO SPV LTD in

woniing for o project of the mognitude proposed. There is no ovoiloble
informotion or testimoniol evidence of the copocity of the compony'

According to the Ministry of Finonce, Plonnlng ond Economic Development, on

investor who owns FINASI "o good olly of government" mode o proposol to H.E

the Presidenl in Februory,20l3 to build ond monoge speciolized heolthcore ot
Entebbe Grqde A ond the Ugondo Concer lnslitute. Acting on this, ihe President

directed the Ministry of Heolth ond Ministry of Finonce, Plonning ond Economic

Development to negotiote the project ond the controctor finoncing to which

there is no cleor evidence thot poyments should be mode through issuonce of

Promissory Notes. Rother the Presidenl suggested o Public Privote Portnership

orrongement ond indicoted thot the compony should not get ony finonciol
guoronlee os they hod initiolly sought. This orrongement is therefore ogoinst
porogrophs 2 ond 3 of the Presidents directive in o letter doted 23rdApril,20l4 to

the then Minister of Finonce, Hon. Morio Kiwonuko.

2.4 lnconsislency in the Cosl of finoncing the lnlernolionol Speciolised Hospitol

Ugondo (ISHU)

According 1o documents submitted by the Ministry of Finonce, Plonning ond
Economic Development, the lotol project cost breokdown is USD 249.9m with no

tox poyment component. However, the finoncing for which GoU is seeking

Porliomentory opprovol is USD 379.7lmillion thus on increment of USD 129'83

million, which is 52% of the originol estimoted cost. In the Direct Agreement
between GoU ond FINASI/ROKO SPV LTD which wos enlered into on 4th

December,20lB, the ogreed cost for the project wos ot USD 366.88M. How

does the omount of USD 
,l29.83 

million of the originol estimoted cosl request

come obout? ond if it wos on error, why does the difference in omounls rise

ond nol necessorjly decline?

8lPage
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The investor seems ossured of moking o profit over the eight yeor horizon

involving construction ond operoting the ISHU Lubowo Focility. Whot hoppens to

this otherwlse GoU/ tox poyer's guorontee, in instonces of low yields or even

disosters ond who tokes ihe contingent liobilily on hoving this heolth focillty in

ploce?

The Promissory Note finoncing modolity gives the privote investor in this ISHU-

Lubowo focility 100% funding ond guorontees lo sofeguord them from ony
losses whotsoever.

2.4 Poyment for complelion of proJect works through the Escrow Accounl vs

issuqnce of Promissory Noles

ln the Project Agreement, on poge 19, section l0.'l , on Escrow Account would

be opened ond mointoined ot ond by the Bonk of Ugondo to give comfort to

the timeliness of poyment between the Compony ond government, however,

section 5.1 of the Amended Direct Agreement belween GOU ond FINASI/ROKO

SPV on the other hond cleorly indicotes thot there is no need for on Escrow

Account for poyment of compleled works ond henceforlh it is no longer o
requirement for poyment by government to the compony ond oll references to

the some, ond the obligotions of the GOU with respect to ihe some under the

Project Works lnvestment Agreement ore no longer opplicoble.

There is no evidence wholsoever, for the decision regording the undesirobility of

the Escrow Account lhus cousing suspicion thot money is meont for Individuol

privote deols ol the expense of Ugondon tox poyers. This is olso in lotol
controdiction with the Minister's ideo of multiyeor commitments till the loon is

poid off for o period of six yeors ofter which revenues generoted by the focility

would be deposited into lhe consolidoted fund onnuolly.

2.5 Project Monitoring componenl obsent in lhe projecl documenls

Any normol project is destined for monitoring ond evqluotion octivities before

effective poyments ore undertoken but o look ot the omended ISHU Direct

Agreement No.5.3 o (ii) (B, C&D), it provides for poyments of works done by the

compony ond lhus issuonce of Mileslone Completion Certificote togelher with
the com pony to lhe technicol
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odvisor, the MoFPED for purposes of enobling the GoU oulhorized signotory's

ond thus poyments.

A much more deloiled work plon for supervision ond monitoring of proiect

oclivities before issuonce of the Promissory Notes os evidence for complete
work should hove been cleorly provided to ovoid poyments of huge sums of

monies for works thot hove not been criticolly supervised ond monitored. A

proctice which is very common wilh most Ugondon projects.

There is olso no evidence whqlsoever, thot lechnicol stoff in the Ministries of
Heolth, ond Finonce benchmorked on some occomplished hospitol proiect
works which hove been previously undertoken by FINASI/ROKO SPV Compony
elsewhere os best proctice requires for quolity ossuronce to guorontee them os

fovouroble condidotes for the construction of the ISHU focility proiecl.

2.6 Ownership of lhe Projecl Lond

The ottention of Mr.Peler Muliro the lowyer to the rightful owner of lhe lond on

which lhe ISHU focility project is to be locoted hos been drown to the
proceedings of the Committee.

According to codostrol records of the Deportment of Surveys ol Entebbe, Block

269, formerly MRV 82 Folios, l, 2 ond 3, wos registered ln the nqmes of Prince

Yusuf Ssuuno Kiweewo on 6rh June 1906 pursuont lo Finol Certificote Number
r 8570.

The lond hos since then been the subject of severol lronsoclions over the yeors

till l9B2 when Mitchell Cotts froudulenily hod the titles tronsferred in their nomes.

The tille deed presented to Porlioment by the Permonenl Secretory. Ministry of
Heolth is for plot l0l which originoles from o froudulent litle issued in l9B3 but
bockdoted to 1959. lt is o freehold title over moilo lond which is not ollowoble
under lhe low.

An opplicotion for Letters of Administrotion in respect to the eslote of the lote

Suuno hos olreody been lodged ond cloim will be mode to the ownership of the

soid lond. Now thot the soid lond is lhe subject of dispute ond its legol stotus is

L0 lPage
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still unresolved, we risk litigotion ond might be forced to forfeit the investment

thereon oltogether. lt is o legol position thot o structure erected on lond you

don't own becomes the property of lhe rightful owner.

2.7 Budgelory implicolion ond consequenl obsence of the Nole purchose

document.

The projecl locks the Nole Purchose Document thot detoils the lerms of

finoncing whlch thus mokes il on uphill tosk to colculole the totol finonciol

implicolion of the project to Government much os the direct ogreemenl mokes

reference to terms in the Note Purchose Agreement which the Ministry of

Finonce, Plonning ond Economic Development hosn't ovoiled.

2.8 Lock of clorily on the operotion of the ISHU focility olongside other

existing speciolised focilities ln lhe counlry

The Ministries of Heolth ond Finonce hove not clorified on how the ISHU hospitol

will function olongside the existing speciolised focilities like the Heort lnstituie,

concer lnstiiuie ond the super speciolised hospitol ol Mulogo ond whelher

there is o possibilily of lhe soid focilities being occrediled internotionolly.

3.0 Recommendolions

Government should source for funds to rehobilitote ond equip the

regionol referrol hospitols in the four regions of the country [Eostern,

Centrol, Northern ond Westernl. The specific focus should be on Jinjo,

Mbole ond Moroto hospitols for Eostern Ugondo, Gulu ond Aruo hospitols

for Norlhern Ugondo, Mulogo, Enteebe ond Mosoko hospitols for Centrol

Ugondo ond Buhingo, Mbororo ond Kobole for Weslern Ugondo insteod

of guoronteeing o privote compony.

a

a There is need lo reihink ihe Promissory Note finoncing modolity which
gives lhe prlvote investor in this ISHU-Lubowo focility 100% funding ond

losses whotsoever. This is olso

1

guorontees 1o sofeguord them from ony
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a

a

a

a

a

similor to the cose where between 2002 ond 2006, GoU through the

Africon Development Bonk guoronteed loons worth USD l0m (22billion

lhen) to Tri-Stor Apporel, o privote Compony under AGOA, where

Ugondons lost their money. Porlioment should bosing on this experience

conduct more serious scrutiny thon hos been done.

The Attorney Generol should be held responsible for foiling to properly

ond legolly guide government on the ISHU project. ll should be noted thot
the Attorney Generol gove two controdictlng legol opinions to
governmeni on the soid project. At first, his legol opinion wos thot the
government did not require the opprovol of Porlioment on the ISHU

projecl ond loter lhe some Atlorney Generol drows onother legol opinion

lhol government wos required to seek the opprovol of the project from

the Porlioment of Ugondo.

Governmenl should deliberotely sponsor o sizeoble number of medicol
professionols for speciolised courses obrood to prepore o competent
monpower thot will hondle the complicoted heolth reloted coses in

future.

Mulogo ond its constituent entities should be supported to build copocily
for the requisite stoffing ond equipped to obtoin inlernotionol

occredilotion. Besides, since Mulogo devolves to o number of speciolty

units ond referrol centres ocross the country, they con be upgroded ond

committed to provide the speciolties being torgeled under the

ISHU-Lubowo to ovoid duplicotion of services ond build competence.

Priority should be given to funding ond oiding the estoblishment of

outonomous focilities like the Heort ond Concer lnstitute to monoge
vorious complicoted conditions. Portly due to underfunding, the focility

remoins underutilised ofter the instollotion of o multibillion operotion

theotre with the copocity to focilitote 1,000 surgeries o yeor.

lf the prolect is criticol to lhe current heolth core situotion in the country,

then o thorough feosibility study should be done with o view 1o

government implementing the proiecl on its own without recourse to o
third porty who in this cose is even o liobility.

12 | P a g e
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4.0 Conclusion

Rt.Hon Speoker, lhe ministry of heolth hos previously on the floor of porliomenl

indicoted thot Mbqroro regionol referrol hospitol olone requires only USD3Om

opproximotely l20bn for the upgrode of the hospitol infrostructure. This stroiegy
ond opprooch in our considered view is for cheoper ond cosl effective in terms

of infrostructure occessibility ond usobility by the wider public os compored to

lhe cosl of one privote focility (ISHU) which will cosl opproximotely UGX 1.4

trillion .

The ISHU-Lubowo project is from the very onset o suspicious project which
Porlioment should run owoy from or risk being used to sonclion on illegolity ond
o liobility to the country. lt is oll morred by ombiguities, inegulorities ond
incredulities which oll render it less thon feosible or necessory for the common
lox poyer.

Government is destined to ocquke the ISHU focility ofter eight yeors why lhen
guorontee the privote compony thot is profit motivoled other thon provision of

heolth services for oll( the rich ond the poor).

Notobly, government hos not done due diligence on FINASUROKO SPV LTD in

regord to their copocity ond suitobility in underloking the implementotion of this

cruciol project. We ore therefore constrolned to recommend government to
guorontee this incredible liobility.

LJ 'b
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ENDORSEMENT OF THE MINORIIY REPORI OF THE COMMITIEE ONNATIONAL

ECONOMY ON THE ISSUANCE OF PROMISSORY NOTES NOI EXCEEDING USD

379.7M FOR THE ISHU FACITITY PROJECT AI LUBOWA.

I BEG TO MOVE.
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