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EX-ECI-ITIVE SUMMARY
In accordance with Section 8 (l) () (ii) ofthe PPDA Act. Cap.205. the Authority conducted a
contract audit into the upgrade ofAcii Health Centre II to Health Centre III in Amolatar District
worth UGX. 917,944,163 by Buildmast Engineering Limited.

The overall objective was to assess the status of contract implementation with emphasis on
verification that all parties to the contract complied with the requirements and standards set
fo*h in the contract, the provisions of the PPDA Act, Cap. 205 and UgIFT Guidelines to
achieve the goal ofboosting health service delivery.

The upgrade of Acii HC II to III exemplifies a total collapse of intemal controls and statutory
compliance. By disbursing 100% of the contract sum (UGX. 917,944,163) within one month
of commencement, the Entity bypassed mandatory safeguards under the PPDA Act, Cap. 205
and Public Finance Management Act (PFMA) Cap. l7l. This irregular upfront payment
effectively neutralized the District's oversight leverage and created a confirmed financial
exposure to loss ofUGX. 6l1,154,845. With the contract expired and all funds exhausted. the
Entity lacks the legal and financial mechanisms required to enforce the completion of the
remaining works or the rectification of structural defects, rendering the public investment a
total loss.

Below were the key exceptions noted:

l Unauthorized Funds Diversion and Nullilication of Securities: SCC (GCC 60.1)
provided for only 30% advance payment, the Authority noted a significant breach of
compliance where the Entity, on 28th June 2023, disbursed the full contract sum (100%)
ofUGX. 917.944.163 to Bank Account Number: 1003000350 on 28'h June 2023. This
transaction also directly contradicted the Advance Payment Securities issued by Centenary
Bank which explicitly mandated that funds be deposited into Credit Bank Account
Number: 165 1 0000 1 0002 (Koinange Street Branch) as a prerequisite for the guarantee's
validilv. By diverting these funds to an unauthorized account, the Entity effectively
discharged the bank's liability under the Advance Payment Securities. This action nullified
the only available financial recourse, leaving the public funds entirely unsecured and
invalidated the contractor's obligation to demonstrate/prove value-for-money.

2. Financial Exposure of UGX.611,154,845: GCC 61.1 ofthe contract required the bidders
to submit a performance and Environmental/Social Security. The absence of valid 7o/o

Performance and 3olo Environmentali Social Securities as required under GCC 6l.l ofthe
contract. coupled with the now void Advance Payment Securities created a critical

-- financial exposure of UGX. 6l 1,154,845. This figure represents the unrecovered advance,
the funding gap required to complete pending works, uneamed funds (including unjustified
payment of supervision fees and contingencies), and the irregular payment of retention
before practical completion. In the absence ofvalid financial securities, this exposure will
transition into a realized loss, leaving the Entity with no residual budget to procure a new
contractor, should Buildmast Engineering Limited fail to complete the works.

3. Project Stagnation and Site Abandonment: s of3Oth January 2026, the project reflected
a 398% time overrun against a contract that expired on 31" January 2024 with no
authorized extensions of time. This chronic stagnation was characterized by an
unauthorized total cessation of works for I1.5 months. withdrawal of all equipment and
technical personnel and a systemic failure in project oversight. The fiequent site
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4. Material Testing Non-Compliance and Absence of Oversight: Contrary to Item B
(Preliminaries) ofthe Bills ofQuantities, there were no records ofthe mandatory material
test results (e.g., concrete cube tests, soil compaction. or tensile strength tests) to veriry the
quality of works. Furthermore, the project was implemented without a Clerk of Works,
leaving daily construction activities entirely unmonitored, in direct violation of Circular
Ref: BPD 86110710l (Contract Management and Safeguards for the UgIFT Program)
issued by the Permanent Secretary/Secretary to the Treasury (PS/ST) on 26'h May 2020.
In the absence ofdaily supervision and technical validation, there is no assurance that the
structures possess the required durability. This negligence conceals latent defects, poses a

direct threat ofstnrctural collapse, and exposes the Govemment ofUganda to catastrophic
remedial costs to rectiry sub-standard construction.

5. Failure to implement the ESHS Safeguards: Contrary to GCC Clauses 24, 29 and 3l of
the contract, the contractor failed to secure the site i.e., it was unfenced, unguarded, poorly
lit, and overgrown with bushes. In addition, there was a total absence of safety signage,
waming tapes around hazards like the open septic tank, soak pit, placenta pit. medical
waste pit and more. With the site abandoned and contract expired, the Entity is liable for
any site accidents or fatalities and faces massive litigation and compensation claims due
to the contractor's negligence.

Recommendations
The substantive Accounting Offrcer should:
l. Issue a formal demand notice to Buildmast Engineering Limited to refund UGX

427,566,013, representing inegular payments to the contractor and unmet contractual
obligations as indicated below:
. Unexecuted Work (20%) paid: UGX. 168,491.745 of actual construction budget
. Contingency Fees paid: UGX. 42,985,436
. Supervision Fees paid: UGX.32,500,000
. Uneamed Retention paid: UGX.91,794,416
. Missing Performance Security (7%): UGX. 64,256,091
. Missing ES Performance Security (3%): UGX. 27,538,325
Failure to refund these funds within l4 days should result in the immediate pursuit of legal
remedies due to a fundamental breach ofcontract.

2. Secure supplementary funding of UGX. 183,588,832 (funding gap) for completion of the
pending works, while pursuing legal remedies against Buildmast Engineering Limited for
contract breach.

3. Investigate the officers responsible for authorizing the 100% advance payment in violation
of the statutory safeguards. Appropriate disciplinary action must be taken to uphold
accountability and restore institutional integrity.

4. Direct the District Engineer and District Intemal Auditor to conduct a comprehensive ''As-
Built" site verification and condition survey to technically value the 807o purported works
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abandonment followed by re-entry without a valid contract indicates that the contractor,
rather than the Entity, is dictating the project timelines. This has ultimately denied the

community essential medical services and undermined the District's health improvement
mandate.



5. Undertake rigorous due diligence to ascertain that the new contractor possesses the
requisite financial and technical capacity, supported by verified evidence ofall mandatory
equipment and key personnel necessary to complete the pending works. Furthermore, the
contractor should be required to submit a Performance Securing Declaration prior to the
commencement of the remaining works in accordance with the PS/ST Circular dated 27h
November 2024 on management of performance securities and advance payment
guarantees.

6. Task the District Engineer to conduct a site safety compliance inspection to ensure that all
the health and safety measures are in place. The costs for any emergency works undertaken
by the district should be billed directly to the defaulting contractor's final account.

In accordance with Section 128 (e) ofthe PPDA Act Cap. 205, the Authority will undertake
suspension proceedings against Buildmast Engineering Limited for failure to substantially
perform the obligations specified in the contract for the upgrade of Acii Health Centre II to
Health Centre Ill in Amolatar District worth UGX.917,944,163.

and establish an inflation-adjusted budget for procuring a new contractor to complete the
works. This assessment must:
i) Specifically identifo and quantiry any structural and aesthetic deterioration, such as

rebar oxidation, honeycombing, and wall dampness, resulting from the I1.5-month
abandonment and exposure to the elements (rain, sun, wind, and humidity).

ii) VeriS that the existing works align with the Bill of Quantities (BoQs) and structural
safety standards. The cost of all necessary remedial and restorative works should be
formally documented and added to the demand notice as a direct financial liability of
Buildmast Engineering Limited.



CHAPTER 1: INTRODUCTION

1.1 Background
In accordance with Section 8 ( I ) O (ii) ofthe PPDA Act Cap. 205, the Public Procurement and
Disposal of Public Assets Authority (PPDA) conducted a contract audit into the upgrade of
Acii Health Centre II to Health Centre III worth UGX.9l7,944,163 in Amolatar District.

The project is part of the Uganda Intergovemmental Fiscal Transfer (UgIFT) Program for
Results, funded by the World Bank. Under this initiative, the Ministry of Health earmarked
several Health Centre IIs across Uganda for upgrades or new construction to improve regional
healthcare service delivery.

As a beneficiary district, Amolatar District Local Govemment on 26th May 2023 entered into
a contract with Buildmast Engineering Limited lor the upgrade of Acii tVC II to FVC III at a
contract price of UGX. 917,944,163 inclusive of 6% WHT and l8o/o VAT. The contract was

an admeasurement tlpe with an original completion date of 3lst January 2024.

i) On 28n June 2023 in a significant breach of compliance, the Entity disbursed a 100%
advance payment totaling UCX. 917,944,163 to Buildmast Engineering Limited through
BankAccountNo:1003000350(AppendixIII).Thistransactiondirectlycontradictedthe
terms of the Advance Payment Securities issued by Centenary Bank, which explicitly
required the funds to be deposited into the Credit Bank Account No: 1651000010002 at

the Koinange Street Branch as a prerequisite for any claim or payment (Appendix IV).

iD These inegularities were highlighted in the PPDA's June 2025 Contract Audit Report
regarding the upgrade of Acii FVC II to HC III. At that time, the project faced severe
performance imbalances. While the financial progress stood at 100%, thetime lapsed had
reached 3 10.3% and the physical works were only 600% complete.

iiD On l3th August 2025, in response to these findings, the Chief Administrative Officer of
Amolatar DLG submitted a report (Ref. ADN{/ 104/06) to the Permanent Secretary ofthe
Ministry of Local Govemment, detailing the implementation of the PPDA Audit
recommendations.

iv) On 3'd October 2025, the Permanent Secretary (PS) ofthe Ministry of Local Govemment
(MoLG) wrote a letter to the PPDA Executive Director. In this correspondence, the PS-
MoLC noted that the Accounting Officer- Amolatar DLG acknowledged the contract
management failures and maintained that efforts were being made to prevent any loss of
Government funds. By the date of2Ofi November 2025 of the PS's letter, the executed
works had reportedly progressed to 80%.

v) On 28th November 2025, the Authority conducted a follow-up inspection to assess the
progress of the works and the overall implementation of the June 2025 PPDA audit
recommendations.

I.2 Objective of the audit
The overall objective was to assess the status ofcontract implementation ofthe upgrade ofAcii
Health Centre II to Health Centre III with emphasis on verification that all parties to the contract
complied with the requirements and standards set forth in the contract, the provisions of the
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PPDA Act. Cap. 205 and UgIFT Guidelines, to achieve the goal of improved service delivery
and equitable access to quality healthcare for the local community.

1.3 Specifrcobjectives
The specific objectives for undertaking the contract audit were to assess:

i) The progress ofthe works with regard to the effectiveness oftime, quality and cost controls
of works undertaken; and

ii) Adherence to Environmental, Social, Health and Safety (ESHS) requirements.

1,4 Scope ofthe audit exercise
The audit examined the contract execution and management for the upgrade of Acii Health
Centre II to Health Centre III at a contract price of UGX. 917.944,163. The key contractual
details are summarized in Table I below.

Table l: Contract Summa
Item Description
Entin Amolatar District Local Government

ReferenceProcurement
Number

MOH-UGIFTAVRKS t2022 -23 I 0000 1

Contract Title Upgrade of Acii Health Centre II to Health Centre III
Name of the Provider Buildmast Engineering Limited
Contract T!pe Admeasurement Contract
Original Contract Value uGx.9t7,944,t63
Contract Signature Date 26th May 2023
Start Date lst June 2023
Original Contract End Date 3l't January 2024
Status of works as at 24th

November 2025 as per the
Progress Report prepared by
the Ag. District Engineer

Time Progress - 370.3%%
Physical 80%
Financial - 100%

Defects Liability Period 365 days
Contract Manager District Engineer

01. No. VIP 4 Stance + Shower

Add: Local Government Su lon

Works Descri tion

ESMP lementation
Matemi Ward Standard

Grand Total

Prelim inaries

Placenta Pit
Medical Waste Pit
StaffHouse
OPD Renovation
Sub-Total
Add: Contin
Sub-Total

Amount (UGX)
17,250,000
5,000,000

515,683,710
3 8,168,500
15.638,000
7,673,750

213,044.767
30,000,000

842,458,727
42.985,436

885,444,163
32,500,000

917,944,163

Contract Scope and Amount

Page 2 of 28
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1.5 Audit methodologr
Between 28th November 2025 Nrd 4'h December 2025. one Senior Officer-Performance
Monitoring and one Officer-Performance Monitoring conducted the audit exercise under the
supervision ofthe Regional Manager. During the exercise, the Officers reviewed the signed
contract, contract implementation records and any correspondences related to the matter to
obtain relevant and sufficient evidence to derive the audit conclusions.

The PPDA Oflicers met with the staff from the Procurement and Disposal Unit, Contracts
Committee, Internal Audit and User Departments where necessary, to obtain crucial qualitative
information about the intemal control system and processes in place.

Following completion of the lield work, the PPDA Oflicers debriefed the Accounting Officer
on 4s December 2025. The Management Letter was issued on l9e February 2026, to which
the Entity responded on 25s February 2026. This report details the findings and

recommendations arising from the audit exercise.

1.6 Limitation of scope
While the audit team performed a physical verification of the works against the contract
specifications, the team did not include a certified Engineer. This audit report does not provide
a technical opinion on the structural integrity or deep+echnical qualiry* of the installations
beyond the visible non-compliance and functional failures.

1.7 Legal documents applicable
The applicable laws and legal framework were:
i) The PPDA Act, Cap. 205.
ii) The PPDA Regulations. 2023.
iii) The signed contract.
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CHAPTER 2: FINDINGS AND RECOMMf,NDATIONS

2.1 Progress of the works with regard to the effectiveness of time, quality and cost
controls of works undertaken

2.1.1 Time Control

i) Project Stagnation and Abandonment
The Acii Health Centre III project was meant to be completed on 31" January 2024, however,
the Authority noted with grave concem Buildmast Engineering Limited's persistent
abandonment ofthe project. Despite the Entity's full disbursement ofthe UGX. 9l 7M contract
sum (100% financial progress) on 28th June 2023, the physical works remained stalled at 80%
as observed during site inspection on 28th November 2025.

As of 30th January 2026, the project reflected a 398% time overrun against a contract that
expired on 3lst January 2024 with no authorized extensions.

This chronic stagnation was characterized by an unauthorized total cessation of works and a
systemic failure in project oversight.

DocumeDted Abandonment History (District Engineer records):
o 22"d December 2023 - 7'h July 2024: First abandonment (6.5 monrhs).
. October 2024 - February 2025: Second abandonment (5 months).

While no formal abandonment was documented between March and October 2025, the PPDA
site inspection in November 2025 confirmed that the site was again vacated. This constituted
unauthorized decommissioning, as evidenced by the total absence ofequipment (Appendix I)
and personnel (Appendix II), in direct violation of SCC (GCC 14.l) and (GCC 28) of the
contract:

GCC 28.1 of the contract stated that: "The contractor shall be responsible for all the
conlractor's equipment- Wen brought on lo the site, the contractor's equipment shall be
deemed to be exclusively intendedfor the execution ofthe works. The contractor shall rnt
remove from the site any major items of the contractor's equipment without the coNent of
the Project Manager. However, consent shall not be required for vehicles trawporting
goods or contractor's personnel of sile."
SCC (GCC 14.11 of the contract required the key personnel (Appendix II) to be on site
during execution of the conlract.

The Entity effectively facilitated this project stagnation by permitting intermittent
abandonment for nearly a year without invoking punitive measures or termination.

Implications
r Frequent site abandonment followed by re-entry without a valid contract indicates that the

contractor, rather than the Entity, is dictating the project timelines.
. By paying 100% ofthe contract value, the Entity removed all financial incentive for the

contractor to achieve project completion.
o This has ultimately denied the community essential medical services and undermined the

District's health improvement mandate.
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Manaqement Response
The Entity took steps to engage the contactor and he resumed construction worlrls which now
stand at 88ok (see report- December 20251. There is a Joint Task Force with lhe Ministry of
Health, Development Partner and Local Government to fast track the efective completion of
the project tsithin the scheduled time of June 2026. There is also a plannedjoint site meeting
to handle the completion and commissioning of the project.

Authority's comment
Management's response is noted, but it is unsatisfactory and remains unsubstantiated. The
Progress Report dated 5th December 2025 is purely narrative and lacks technical valuation
sheets, measurement documents. or interim certificates to verifr the claimed increase in
progress to 88%. By disbursing 100% of the contract sum (UGX. 9l7M) in June 2023, the
Entity surrendered all contractual leverage to compel project completion. Furthermore, no
documentary evidence (such as daily site logs, inspection reports, or meeting minutes) was

submitted to support claims that a Clerk of Works was "fully facilitated" or that the Joint Task
Force is actively overseeing the site works. Consequently, the project remains at a high risk of
total abandonment, with public funds fully exposed to loss.

Recommeudations
The Accounting Officer should:
I . Issue a formal demand notice to Buildmast Engineering Limited to refund UGX.

427,566,013, representing irregular payments to the contractor and unmet conractual
obligations as indicated below:
. Unexecuted Works (20%) paid: UGX. 168.491,745 of actual construction budget.
. Contingency Fees paid: UGX.42,985,436.
. Supervision Fees paid: UGX. 32,500,000.
. Uneamed Retention paid: UGX.91,794,416.
. Missing Performance Security (7%): UGX.64,256,091.
. Missing ES Performance Security (3%): UGX. 27,538,325.
Failure to refund these funds within l4 days should result in the immediate pursuit of legal
remedies due to a fundamental breach ofcontract.

2. Secure supplementary funding of UGX. 183,588,832 (funding gap) for completion of
pending works, while pursuing legal remedies against Buildmast Engineering Limited for
breach ofcontract.

3. Direct the District Engineer and District Intemal Auditor to conduct a comprehensive 'As-
Built'site verification and condition survey to technically value the 88% purported works
and establish an inflation-adjusted budget for procuring a new contractor to complete the
works. This assessment must:
i) Specifically identifu and quantiry any structural and aesthetic deterioration, such as

rebar oxidation, honeycombing, and wall dampness, resulting from the I1.s-month
abandonment and exposure to the elements (rain, sun, wind, and humidity).

ii) Veri$ that the existing works align with the Bill of Quantities (BoQs) and structural
safety standards. The cost of all necessary remedial and restorative works formally
documented and added to the demand notice as a direct financial liability of Buildmast
Engineering Limited.

4. Undertake rigorous due diligence to ascertain that the new contractor possesses the
requisite financial and technical capacity, supported by verified evidence ofall mandatory
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equipment and key personnel necessary to complete the pending works. Furthermore, the
contractor should be required to submit a Performance Securing Declaration prior to the
commencement of the remaining works in accordance with the PS/ST Circular dated 2Th
November 2024 on management of performance securities and advance payment
guarantees.

ii) Non-implementation of the PPDA June 2025 Audit Recommendations
Section l0 (l) (a) of the PPDA Act. Cap.205 provides that: "Were there is persistent breach
of this Act or Regulations made, or Guidelines issued, under this Act, the Authority may direct
the concerned Procuring and Disposing Entity Io talce such corrective action, as mut- be
necessary in the circumslances, to rectify the breach. "

The Authority noted a failure by the Management of Amolatar DLG to implement the
corrective actions recommended in the June 2025 PPDA Audit Report as indicted in Table 2
below:

Table 2: Unim Iemented June 2025 PPDA Audit Recommendations
No. Exceptions (June 2025

Report)

PPDA Audit
Recommendations
(June 2025)

Status of Implementation
(November 2025)

I Irregular payment of
1007o Advance: Entity
paid ucx. 9l7M (100%)
instead of the 30% (UGX.
275M) stiputated in GCC
60.1 ofthe contract.

Recover advance funds
worth UGX. 365,944,163
(unexecuted works). If
recovery fails, the
Accounting Officer
should be held liable.

Not Implemented. While
legaVpolice action was
initiated by the Entity (July
2024/Feb 2025), no tunds
have been recovered to date.

') Expired Guarantees
against non-performing
contract: Advance
Payment Guarantees
expired on 25'h November
2023 and 29th May 2024
without extension.

Submit Buildmast
Engineering Ltd. for
suspension. Ensure future
guarantees remain valid
until full recovery.

Not Implemented. The
guarantees remain expired.
While the Entity referred the
contractor to PPDA for
suspension on 146 August
2025, it ignored PPDA's 24th

September 2025 letter
requesting for the
procurement action file
(Appendix V).

, Value pending works and
re-tender to ensure
completion. Appoint a

Contract Management
Team (CMT) to track
performance.

Not Implemented. Works
remained with the original
contractor. There was no
evidence submitted of
appointment of a CMT.

Delayed Completion:
Contract expired on 3l"t
January 2024. Time
progress in June 2025 was
310.3% vs. 60% physical
progress and l00o/o
financial progress.

Not Implemented. Site
inspection on 28th November
2025 found incomplete
works with uffectified
defects (Appendix VI).

.+ I)efects on Works: Visible
cracks and peeling plaster
observed in January 2025,
compromising structural
quality.

Ensure completion of
works and address
structural defects through
strict supervision.

) Site
Frequent

Abandonment:
abandonment

Consider
termination

contract
for

Not
Entity

Implemented. The
maintained the
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\o. Exceptions (June 2025
Report)

PPDA Audit
Recommendations
(June 2025)

Status of Implementation
(November 2025)

reported for a cumulative
periodof ll months.

fundamental breach and
re-allocate works to a new
provider.

contract with Buildmast
Engineering Limited despite
the breach.

6 Failure to Deduct
Retention: Full contract
sum paid without 10%
retention (i.e., UGX. 9lM)
for the Defects Liability
Period.

Recover the l0%
retention (UGX.
91,794,416) from the
contractor.

Not Implemented. Full
payment remains
unrecovered, leaving the
Entity with no safeguard
against defects.

7 Security and
Compliance: No
Performance Security, ES

Security. or work programs
submitted by the
contractor.

Penalize the contractor
for non-submission. In
future. annul awards if
securities are not
fumished within the
stipulated period.

Not Implemented.
Recourse for non-
performance remains non-
existent due to lack of
securities.

8 ESMP Neglect: Failure to
implement Environmental
and Social Management
Plan activities (UGX. slvt).

Task the contractor to
implement all ESMP
activities to manage
health, safety, and
community risks.

Not Implemented. No
evidence found that the
UGX. 5M budgeted for
ESMP was utilized as

intended.

Despite the non-implementation of the core audit recommendations, the Accounting Officer
had initiated the following attempts at recovery of funds:

Legal Action: A letter dated l6'h July 2024 to the Attomey General's Chambers (Gulu)
requested legal action for breach ofcontract.
Criminal Investigation: A letter dated lgth February 2025 requested the District Police
Commander (Amolatar Distric! to investigate fraud.

However, as of 30ft lanuary 2026, there was no evidence of follow-up by the Accounting
Officer, to find out if either the Police or the Attomey General's office had taken substantive
action. As a result, no funds have been recovered.

Implications
o Failure to follow up on reported criminal and legal cases suggests a lack of commitment

to recover the public funds.
o Service Delivery Failure: The two-year delay has halted Acii HC upgrades, denied the

community essential medical services and undermined the District's health improvement
mandate.

o Direct financial loss to Government: The Entity is financially exposed to the tune of
UGX. 6l1,154,845 (Table 3). In the absence of valid financial securities, this exposure
will transition into a realized loss, leaving the Entity with no residual budget to procure a
new contractor should Buildmast Engineering Limited fail to complete the works.

. Project Cost Escalations: Prolonged unrecovered funds and site abandonment increase
future completion costs due to inflation and deterioration ofexisting structures.

Page 7 of28
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Personal liability for the Accounting Oflicer: Non-recovery ofthe irregularly paid funds
risks a surcharge under Section 78 of the Public Finance Management Act (PFMA). Cap.
l7l requiring personal refund by the officer.
Institutional Risk (Moral Hazard): Failure to penalize Buildmast Engineering Limited
signals impunity for breaches and abandonments in Amolatar District, which erodes
procurement integrity and invites future contractor non-compliance.

Management ResDonse
The Entity took steps to engage the contractor and he resumed construction worlcs which now
stand at 88o%. There is a Joint Tosk Force with the Ministry of Health, Development Partner
and Local Government to fast track the effective completion of the project within the scheduled
time of June 2026. There is also a planned joint site meeting to handle the completion and
commissioning of the project.

Authorify's comment
Management's response is noted, but it is unsatisfactory and reflects a persistent disregard for
the Authority's previous recommendations. The Progress Report of 5d December 2025
confirms that none of the eight (8) critical recommendations issued in June 2025 have been
implemented. The Authority noted with grave concem the following:
i) Failure to Recover Funds: Despite the recommendation to recover UGX. 365,944,163

(unexecuted works) and UGX.91.794,416 (unconditional retention), Management has
provided no evidence ofany recovery or offset. The full contract sum remains in the hands
of a non-performing contractor.

ii) Amnesty for Fundamental Breach: While the Authority recommended contract
termination for an 1l-month abandonment and suspension of Buildmast Engineering
Limited, Management has instead granted an informal extension to June 2026. This action
was taken without securing revised Performance Securities or Advance Payment
Guarantess, leaving the taxpayer with no financial protection.

iii) Technical Negligence: Management failed to value pending works or conduct the
recommended structural defect assessments. Claiming an 80% progress increase (from 80%
to 88%) without valuation sheets or interim certificates renders the claimed progress
unsubstantiated.

iv) Compliance Delicit: Recommendations regarding Environmental and Social
Management (ESMP) and Security/Guarantees remain unaddressed. The site remains a
hazard. and the contract is operating outside the legal framework.

By failing to implement the June 2025 audit recommendations. the Accounting Officer
effectively validated the contractor's non-performance and facilitated the continued risk of loss
of UGX. 6l lM (Table 3). The Authority maintains that the project is in a state of fundamental
breach, and the lack ofenforcement constitutes gross negligence in contract management.

Recommendations
In addition to the recommendations for Exception 2.2.1 (i) on Page 5 of this report, the
Accounting Officer should do the following:
[. Demand Personnel Accountability: Investigate the offrcers responsible for authorizing

the 100% advance payment in violation of the statutory safeguards. Appropriate
disciplinary action must be taken to uphold accountability and restore institutional
integriry-.

2. Community Stakeholder Engagement: Conduct a transparency meeting with Acii Sub-
County leaders to provide a factual status update and a definitive timeline for the
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resumption of works. This wilt manage expectations and restore public trust in the
District's health mandate.

3. Active Follow-up: Assign stafflteam to provide monthly updates on the status ofthe cases

with the PPDA, Ministry of Justice & Constitutional Affairs and the Amolatar District
Police.

4. Future Safeguards:
i) Enforce adherence to the 30% cap on advance payments as per Regulation a3 (3) of

the PPDA (Contracts) Regulations, 2023.
ii) Implement a simple tracking system for all securities (Performance, Advance, and ES)

to ensure that renewals are requested from contractors 30 days before expiry.

2,1.2 Cost Control: Negative Financial Position

i) Analysis of Financial Exposure (UGX.611,154,845)
o SCC (GCC 60.1) of the Special Conditions of Contract stated that: "The advance pal,rnent

will be equivalent to 30'% of the controct price and will be paid in the same curency and
proportions as the contract price " i and,

. Regulation 43 (3) of the PPDA (Contracts) Regulations, 2023 states that: "A Procuring
and Disposing Entity shall rut make an advance payment exceeding thirly percent of the
confracl price . "

The Authority, however, noted that the Entity exhausted the entire contract sum of UGX.
917,944,163 ( 100%) on 28th June 2023, within only one month of contract signature (Appendix
III). By ignoring the 30olo advance payment limit, the Entity created a total financial exposure
ofUGX.6ll,l54,845. This figure represents the value of funds disbursed beyond the legal
advance payment limit for which there was no coresponding physical value on-ground.

A site inspection conducted in November 2025 established that physical works had stalled at

807o completion, leaving the Entity fully exposed to the financial risk of completing the
remaining 20o/o ofunexecuted works, despite having already exhausted 100% ofthe budgeted
resources. This total disbursement was executed without any formal valuation or measurement
of works, essentially paying for the entire project in advance. This action represented a

fundamental breach ofGCC 50.1, 50.2, and 50.3 of the contract, which mandated a structured
payment-by-performance mechanism as fo[lows:
o SCC (GCC 50.1): Explicitly required the contractor to submit monthly statements of the

estimated value of work executed- However, no such statements were found on file.
o GCC 50.2: Mandated the Project Manager (District Engineer) to check and certiry the

amount to be paid. The 100% payment indicated that this check was bypassed.
. GCC 50.3: Placed the sole responsibility for determining the value ofwork executed on

the Project Manager.

By failing to adhere to these clauses, the Project Manager abdicated their duty, resulting in a
pre-payment for non-existent works and leaving the District with zero financial leverage to
compel the contractor to retum to the site.

Table 3 below breaks down the contract sum into specific irregular expenditures and the
outstanding liabilities required to complete the pending works.
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Table 3: Amolatar DLG Financial Ex ure for the U e of Acii HC II to HC III

Note:
I. High Risk - There is no protection. The Entity will lose the money f the connactor fails

to complete the works.
2. Loss - The money is gone. Even if the contractor completes the works, this srycific money

w as spe nt i lle gal lyh,asteful ly.
3. Critical - Signifies a total system failure where there are no safety nets, ledving the Enlity

co mp I e te ly defe ns e I e s s.

Unauthorized Funds Diversion and Nullilication of Securities
The Authority further noted a significant breach ofcompliance, where the Entity, on 28fr June
2023. disbursed a |00o/o advance payment totaling UGX. 917,944,163 to Buildmast
Engineering Limited through Bank Account No: 1003000350 (Appendix III). This transaction
directly contradicted the terms ofthe Advance Payment Securities issued by Centenary Bank
(Table 4), which explicitly required the funds to be deposited into Credit Bank Account No:
1651000010002 at the Koinange Street Branch as a prerequisite for any claim or payment
(Appendix IV).

By diverting these funds to an unauthorized account, the Entity effectively nullified the bank's
liability. left the public funds entirely unsecured, and invalidated the contractor's obligation to
demonstrate/prove value-for-money.

Categorv Financial
Component

Amount
(uGx)

Nature of Exposure /
Irregularitv

Risk
Level

Direct
Cash Loss

Unrecovered
Advance

183.5 88.832
Cash paid for 20% of work not
yet performed. High

Funding
Gap

Value of
Unexecuted
Physical Works
(20%\

168.,191.745

The cost to complete the facility
for which no funds are available.
(20o/o of the construction budget
of UGX842,458,727\

High

Defects
Risk

IJncollected
Retention ( l0%)

9t,794,416
suaranteeNo funds held to

structural repairs.
High

Illegal
Payout

LG Supervision
Fees

Irregularly disbursed to the
contractor; compromises
oversight independence.

Loss

Illegal
Payout

Contingency
Fees (5%)

42.985,436
Disbursed without evidence of
unforeseen works or authorized
variations.

Loss

Missing
Protection

Missing
Performance
Security (7%)

6.1.256.091

Failure to secure a bank
guarantee to indemnif against
breach ofcontract.

Critical

Missing
Protection

Missing ES

Performance
Security (3%)

27,538,325
No financial cover for ESHS
non-compliance.

Critical

Total Financial Exposure 6l I,l5{,8{5 Total unprotected public
investment.

Critical

I

32,500,000 
|

I
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ReferenceAdvance Payment Guarantee
issued bv Centenarv Bank

Amount
(uGx)

Date of
Issue

Expiry Date

CRDB/HEADOFF ICENF /26.0 I I
05/2023

275,383.249 26'h May
2023

25th November
2023

Appendix
IV

CRDB/HEADOFFICE/TF/O I.O3/
06/2023

642.560.915 l'! June
2023

29th May 2024

Total Amount 917,944,164

Table {: Er ired Advance ment Securities

Implications
. By paying 100% for unmeasured works, the Entity effectively removed the contractor's

obligation to prove value-for-money.
o Compromised Oversight Independence: Direct payment of supervision fees to the

contractor destroyed independent oversight, enabling a project time overrun without
penalty.

o Fiscal Malpractice: The 100% disbursement of "Provisional Sums" (Contingency &
Supervision Fees) violated Section 78 of the PFMA Cap. l7l, as these were unearned
funds paid without proof of service.

. Total Loss of Leverage: By paying out the l0% retention sum and having no valid
Advance Payment Guarantees, the Entity has zero financial recourse to enforce completion
ofthe purported final 20% ofworks and rectification ofdefects.

o Liability for Financial Loss: The Accounting Ofticer has failed to rectifu the omission
currently al UGX. I 83,588,832 (unrecovered advance), maintaining a state of liability for
surcharge under Section 78 ofthe PFMA Cap. l7l.

Management Response
Refer to the report of 5'h December 2025

Authority's comment
The reported 88% physical progress (as per the Progress Report dated 5'h December 2025) is
noted; however. the Entity's Management failed to provide any valuation certificates or
measurement sheets to support this claim as mandated by GCC 50.1;50.2, and 50.3 of the
contract. Without evidence ofcertified works, the physical progress remains unsubstantiated,
and the taxpayer's exposure to the loss of UGX. 6l 1,154,845 persists, due to gross negligence
in contract management.

Recommendation
The Accounting Officer should implement the recommendations on Page 5 and Page 8-9 of
this report.

2.1.3 Quality Control
The Authority noted three key anomalies as detailed below:

i) Failure in Material Testing and Preservation
Item B ofthe Preliminaries ofthe Bill of Quantities stated that: "The Contactor shall furnish
aI the earliesl possible opportunity before work commences at his o$/n cost, any samples of
materials of worlonanship that may be calledfor by the Project Matnger for his approval or
rejection and any further samples in the case of rejection until such samples are approved by
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the Project Manager and such samples when approved shall be the minimum stondardfor the
work to which they apply. "

The Authority noted a total absence of material test results (e.g., concrete cube tests, soil
compaction. or tensile strength tests). This lack ofdocumentation provides no assurance that
the structures possess the required durability to prevent future failure. Furthermore, there was
substandard material storage i.e., the storage ofcement was found to be technically negligent
as the bags were stored directly on the bare floor rather than on raised wooden pallets. This
exposure to ground moisture facilitates hydration, causing the cement to cake and lose its
bonding strenglh.

ii) Failure in Site Organization and Supervision
The site inspection of Acii HC III in November 2025 confirmed that the contractor failed to
maintain a professional site environment, directly endangering the quality of the works as

detailed below:
a) Absence of the Project Manager's Oflice: Contrary to the BoQs requirements. the

contractor failed to provide a dedicated site office to the Project Manager. This omission
effectively prevented the Project Manager from maintaining continuous on-site
supervision, coordination, and documentation to prevent negligence, maintain quality
control, and create an audit trail for construction progress.

b) Lack of on-site oversight: The project was implemented without a Clerk of Works,
leaving daily construction activities entirely unmonitored. contrary to Circular Ret BPD
86/10710l (Contract Management and Safeguards for the UgIFT Program) dated 26'h May
2020 that was issued to all Local Govemment Accounting Officers, by the Permanent
Secretary/Secretar)' to the Treasury.

c) Failure to conduct routine inspections: There was no evidence that the Project Manager
(District Engineer) conducted routine defect inspections, contrary to GCC 42 of the
contract which stated that: "The Project Manager shall check the Contractor's work and
notify the Contractor of any defects that are found. Such checking shall not afect the
Contractor's responsibilities. The Project Manager may instruct the Contractor to search

for a defect and to uncover and test any work that the Project Marnger considers mcy
have a defect. "

d) Unsecured Site Perimeter: Contrary to the BoQs requirements, the lack ofhoarding has
resulted in a haphazard site layout, leaving construction materials vulnerable to theft, while
also posing a safety hazard to the public.

iii) Absence of Mandatory Technical Documentation
Regulation 52 (3) (a) (vii) ofthe PPDA (Contracts) Regulations, 2023 mandates the Contract
Manager to keep and archive all contract management records as required

However, the Authority noted a breakdown in site management evidenced by the total absence
of the following:
a) Approved architectural and stnrctural drawings.
b) Bill of Quantities and Construction Schedules/Work Programs.
c) Site Instruction Books, Worker Logs, and Personnel Identification.

Without these records. it was impossible to conduct objective quality assurance and to verify
if the alleged 80% physical progress met the required technical standards.
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Implications
o Structural Integrity Risk: The failure to conduct mandatory material testing, specifically

for concrete strength and reinforcement quality, has Ieft the facility's integrity unverified.
This negligence conceals latent defects, poses a direct threat of structural collapse, and

exposes the project to catastrophic remedial costs.
o Material Waste and Theft: Poor material storage and lack of site hoarding likely caused

undetected material losses and deterioration. It also further demonstrates a negligent
approach to asset preservation and occupational safety.

r Absence ofa Technical Audit Trail: A lack ofsite instruction books, drawings and more,
er.rse the audit trail, blocking identification, accountability or remedies for design

deviations.
o Oversight Failure: The absence ofa dedicated Project Manager's office and a Clerk of

Works led to disjointed supervision, leaving the project without any day+o-day technical
leadership or accountability.

Management Resoonse
Refer to the Progress Report of 5'h December 2025

Authority's comment
Management's response is noted, but unsatisfactory. A narrative progress report cannot
substitute for mandatory technical evidence such as material test results, approved drawings.
site instruction books and documented defects inspections. Furthermore, no picrorial evidence
was submitted to veri$ the existence of a Project Manager's office, site hoarding, and

compliant material storage. By executing the project without a Clerk of Works, Management
bypassed critical quality control checkpoints established under the UgIFT Guidelines.
Consequently, the Authority could not ascertain whether the works were fit-for-purpose,
leaving a high risk of latent structural defects.

Recommendations
The Accounting Officer should:
l. Commission a Forensic Structural Audit: Direct the District Engineer to veri$ the

strenglh ofthe existing 8070 structure before any further work proceeds.

2. Secure the Site: immediately erect hoarding and deploy 2417 security to halt material theft
or vandalism.

3. Hold the Project Manager Accountable: Issue a formal inquiry to the Project Manager
(District Engineer) on oversight lapses, requiring explanation for faiting to conduct
mandatory material strenglh tests, defects inspections and maintaining mandatory site

documentation.
4. Appoint a Clerk of Works: Hire a dedicated on-site individual for daily oversight,

mandating weekly progress and quality reports during the project completion phase.

2.2.1 Negligence of ESIIS Standards
o GCC Clause 24 (Safety Procedures) establishes the contractor's total liability for site

safety and public protection. The contractor assumes absolute liability for site safety and

regulatory compliance, requiring them to provide continuous guarding, fencing, and

hazard management to protect personnel, the public, and the works until a formal handover
occurs.

2.2 Adherence to Environmental, Social, Health and Safety (ESHS) requirements
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a GCC Ctause 29 (Protection of the Environment) mandates the contractor to assume fu[
responsibility for the environmental and social impact of their operations through the
following requirements: implementation of the ESMP. pollution and nuisance control,
compliance with emission standards and adaptive management to unforeseen
environmental impacts or issues.

GCC Clause 3 I (Health and Safety) mandates the contractor to maintain a safe working
environment through the following three pillars: Operational Safety (3 l.l ); Health Policy
& Awareness (3 1.2); and Pandemic & Outbreak Response (3 I .3).

The Authority established that the contractor (Buildmast Engineering Limited) did not
implement ESHS protocols stipulated under GCC 24,29 and 3l of the contract due to
inadequate contract supervision by the Project Manager. Below were the findings:

i) Lack of Basic Welfare and Sanitation: The site lacked basic medical supplies (First Aid
kits), a waste disposal plan and management systems, and an approved Environmental and
Social Management Plan (ESMP).

ii) Dangerous Site Conditions: The site was not fenced, guarded, was poorly lit, and was
overgrown with bushes. In addition, there was a total absence of safety signage, waming
tapes around hazards like the open septic tank, soak pit, placenta pit, medical waste pit and
more.

iiD N€lect of Social Safeguards: The contractor failed to carry out the mandatory
HMAIDS, STI. and M-Pox awareness campaigns and policies required by the contract.

iv) Absence of a Grievance Redress Structure: The project was implemented without an
active Grievance Redress Mechanism (GRM). The absence of a designated Grievance
Redress Committee (GRC) to mediate site-level conflicts left the workforce without legal
or administrative recourse, effectively undermining labor rights and project accountability.

Implications
o With the site abandoned and contract expired, the Entity is liable for any site accidents or

fatalities and faces massive litigation and compensation claims due to the contractor's
negligence.

. The continued tolerance of these non<ompliances reflects a failure in oversight by the
Project Manager, potentially undermining public trust and the District's credibility in
managing high-value in fiastructure projects.

Authority's comment
Management's response is noted, but unsatisfactory as it fails to provide documentary or
physical evidence to substantiate the claims ofcompliance. The Authority notes the following:
i) Continuous Obligation: The requirement for site fencing, hoarding, and hazard signage

(especially around open pits) is a continuous safety obligation that persists regardless of
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Yes, it is true that during the audit there was no evidence of basic sanitation- This is because
there were no workers on site but when the contractor was on site, lhere was o nurse and all
the ESHS parameters were followed. The Grievance Redress Committee sat and resolved on
payment ofworkers.



whether workers are actively on-site, primarily to protect the surrounding community from
accidents.

ii) Documentation Gap: No evidence was submitted to confirm the existence of an approved

ESMP, records of HIV/AIDS,M-Pox awareness sessions, or the appointment letters

Grievance Redress Commiftee and minutes of their meetings.

iii) Safety Negligence: The admission that the site was overgrown and poorly lit, coupled
with the absence of waming tapes around deep excavations (septic and placenta pits).
constitutes a significant breach of statutory Occupational Safety and Health (OSH)

standards and Environmental and Social Safeguards (ESS) mandated in the contract

The above findings indicate a total collapse ofESHS monitoring. Consequently, the contractor
remains in breach of contract, and the Entity failed in its duty to enforce these mandatory
provisions

Recommendations
The Accounting Officer should:
l. Task the District Engineer to conduct a site safety compliance inspection to ensure that all

the health and safety measures are in place. The costs for any emergency works undertaken
by the district should be billed directly to the defaulting contractor's final account.

2. Immediately establish a Grievance Redress Committee in accordance with Circular ADM
84/l2ll12 (Grievance Management under the UgIFT Programme) issued on l9'h July 2023

by the Permanent Secretary, Ministry ofGender. Labour and Social Development.
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CHAPTER 3: AIIDIT CONCLUSION
The upgrade of Acii HC II to [Il exemplifies a total collapse of internal controls and statutory
compliance. By disbursing 100% ofthe contract sum (UGX. 917.944,163) within one month
of commencement. the Entity bypassed mandatory safeguards under the PPDA Act, Cap.205
and PFMA Cap. l7l. This irregular upfront payment effectively neutralized the District's
oversight leverage and created a confirmed financial exposure ofUGX.6l I,154,845.

Critically, on 28th June 2023. the Entity disbursed these funds to Bank Account No:
1003000350insteadofCreditBankAccountNo:1651000010002mandatedbytheCentenary
Bank Advance Payment Securities as a prerequisite for the guarantees' validity. By diverting
funds to an unauthorized account, the Entity nullified the bank's liability, leaving public funds
entirely unsecured and without legal recourse for recovery.

With the contract expired and all funds exhausted, the Entity lacks the legal and financial
mechanisms required to enforce the completion of the remaining works or the rectification of
structural defects. rendering the public investment a total loss.

The Accounting Officer should immediately initiate debt recovery proceedings and source
emergency funding to complete outstanding works, remediate structural defects, and
commission the facility for public use.
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A ix I: Mandato Contractor's ment GCC 2E.T not found on siteu

dix II: Mandato Personnel SCC GC t4.t not found on site

Minimum numberNo. Equipment type
2lO-Ton dumper trucks
-)2 2-Ton dumper trucks
IJ Pick-up vehicle
I4 Motorcvcle
I5 Concrete block making machine (if automated one unit)
I6 Concrete porker vibrator
2Carpentry and ioinery kit
2Welding machines
IPower float machine
210. Plate compactor
Ill. Generator 6KVA-3 Phase

NumberPosition
IContract Manager
IProiect Engineer
IQuantity Surveyor
IHealth, Safety and Environmental Coordinator
1Foreman Mechanical
IForeman Electrical
IForeman Masonry
IForeman Carpentry
8Total
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Appendix IV: Expired Advance Payment Securities
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Appendix V: PPDA's 24th September 2025 letter requesting Amolatar DLG to submit the
rocurement action file
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ix VI: Ph Verification Pictures in November 2025

MEDICAL WASTE PIT
Pending works included installation of mild
steel lockable cover and finishes.

Medical Waste pit

VIP4STANCE+SHOWER
Pending works included:
o Rain water disposal
o Two door installations
. Intemal finishes
o Extemal finishes
o Mechanical installations

MATERNITY WARD (STAIIDARD)
The pending works included:
o Rainwater disposal
. Doors
o Windows
o lntemal finishes
. Extemal finishes
o Electrical installations
o Joinery fittings
. Mechanical installations

Back viewFronl View

II
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Inside view of ongoing works inside the Maternity Ward

Ongoing works inside the Maternity filard Ramp construction worl6

PLACENTA PIT
Pending works included:
. Door installation
. Splash Apron
. Finishes

Placenta pit front view uncovered pit

STAFF HOUSE
The pending works included:

o Roofing and rain water disposal
o Doors
o Windows
o Extemal finishes
o Intemal finishes
. Joinery and fittings
o Electricalinstallations
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Ongoing works at the staf house

OPD RENOVATION
The renovation works have not commenced

Landscaping/External Works/ Site Hazards
The landscaping works and site safety measures not undertaken.

Dangerous open holes and bushy site
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Dangerous open holes and bushy site
Materials Storage
The materials were stored inside the Matemity Ward and others on the floor in the materials
store.

Construction materials stored inside the matern ytard

Cement stored on ground instead of a raised surface/pallets

No, Item Description Amount (UGX)
l. Office for the ect 5,0 000

Maintain a telephone on the site from commencement to the 500.000
com letion ofthe contract

J Site I 000 000
.l T and l0 000 000
5 ESMP lementation f 000 000

Total 23
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