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Foreword

'd and fiscally responsible.
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RalTfathan1 Ggoobi
Permanent Secretary / Secretary to the Treasury

It is my pleasure to present the Annual Report on the Government of Uganda’s 
Contingent Liabilities for FY 2023/24. As we continue to strengthen public 
financial management, understanding and managing contingent liabilities has 
become an increasingly important priority. While these liabilities do not appear as 
direct government debt, they pose real fiscal risks that can materialise 
unexpectedly, impacting public finances and economic stability.

A key takeaway from this year’s report is the scale of fiscal exposure linked to 
state-owned enterprises (SOEs). Five SOEs - in energy, water, and transport - 
account for 86 percent of all contingent liabilities, with some entities struggling to 
meet financial obligations. We must ask ourselves: Are we effectively managing 
the financial risks posed by SOEs? How can we ensure their borrowing remains 
sustainable? These are critical policy questions that require stronger oversight, 
clear financial discipline, and reforms to improve cost efficiency and revenue 
generation.

Another area of concern is the growing backlog of stalled Public-Private Partnership 
(PPP) projects. While Uganda has ambitious infrastructure goals, securing private 
sector financing remains a challenge. Many projects are stuck infeasibility stages 
due to funding gaps, making it difficult to quantify the true fiscal impact of future 
commitments. Similarly, legal claims against the government continue to rise, 
posing unpredictable but potentially costly risks if settlements or judgements 
result in significant financial obligations.

This report is more than just numbers - it is a call to action. We must tighten SOE 
borrowing controls, enhance transparency in fiscal risk reporting, and ensure that 
contingent liabilities are fully integrated into Uganda’s fiscal planning. By doing 
so, we can protect public resources, maintain investor confidence, and safeguard 
Uganda’s long-term fiscal sustainability.

I extend my gratitude to the staff of the Directorate of Debt and Cash Policy and 
all stakeholders who contributed to this report. Your commitment to strengthening 
Uganda’s public financial management is invaluable. I encourage all 
policymakers, economists, and financial experts to use this report as a tool to 
inform policy decisions and ensure that Uganda’s contingent liabilities remain 
well-man^
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SOE-related contingent liabilities remain the most significant source of fiscal risk. The 
five SOEs with the largest contingent liabilities - Uganda Electricity Transmission 
Company Ltd. (UETCL), Uganda Electricity Distribution Company Ltd. (UEDCL), 
Uganda Electricity Generation Company Ltd. (UEGCL), National Water and Sewerage 
Corporation (NWSC), and Civil Aviation Authority (CAA) - account for 86 percent of total 
government exposure. While some SOEs maintain strong financial performance, others, 
particularly in energy and transport, have accumulated unsustainable levels of liabilities. 
UEDCL and UETCL face financial distress, raising concerns about their ability to meet 
obligations without potential government intervention.

The increase in PPP commitments also introduces new fiscal risks. The number of 
active projects has risen to 40, signalling increased interest in private sector 
participation. However, many projects remain stalled due to complex procurement 
processes and inadequate resources to carry out feasibility studies. Without greater 
transparency and risk assessment, the long-term fiscal impact of these commitments 
remains uncertain.

Legal claims against the government have risen significantly, with contingent liabilities 
from legal proceedings reaching UGX 4.91 trillion by June 2024, an 11.2 percent 
increase from the previous year. The bulk of these liabilities (91 percent) originate from 
ministries, reflecting growing fiscal exposure to litigation. While some cases may be 
resolved with minimal financial impact, others carry the risk of substantial payouts,

Total contingent liabilities to the government in FY 2023/24 amount to around UGX 16.7 
trillion, equivalent to approximately 9 percent of GDP. However, this figure likely 
understates the full fiscal exposure, as liabilities from Public-Private Partnerships 
(PPPs) remain unquantified. This growing fiscal exposure underscores the need for 
stronger oversight and risk management to prevent sudden liabilities from materialising 
into direct budgetary pressures.

In the past year, notable progress has been made in reducing exposure to government 
loan guarantees. The total value of guaranteed loans declined from USD 120 million to 
USD 100 million, driven by successful repayments and tighter approval processes. This 
trend reflects the government’s commitment to prudent fiscal management. However, 
other contingent liabilities, particularly those linked to state-owned enterprises (SOEs) 
and PPPs, continue to grow.

Executive Summary
Uganda’s contingent liabilities - both explicit and implicit - continue to pose significant 
fiscal risks that require careful monitoring and management. This report provides a 
comprehensive assessment of these liabilities, analysing their potential impact on public 
finances and outlining key measures for risk mitigation.



The summary of total contingent liabilities to GoU identified in this report:

0.366
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11.18

0.25

16.706
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Managing Uganda’s contingent liabilities effectively will require a proactive approach 
that integrates debt sustainability, risk mitigation, and fiscal transparency. Therefore, this 
report serves as a crucial tool for policymakers in ensuring that contingent liabilities are 
well-managed, reducing fiscal exposure and safeguarding the long-term stability of 
public finances.

further straining public finances and contributing to arrears accumulation. Additionally, 
local government liabilities have increased to UGX 57.9 billion, driven by a sharp rise in 
short-term obligations, emphasising the need for stronger risk mitigation measures 
across all government entities.

The findings of this report underline the need for stronger risk management measures. 
Strengthening SOE financial oversight will be critical in preventing further fiscal 
exposure. Transparency in contingent liability reporting should be enhanced through 
more frequent disclosures and risk assessments. Additionally, fiscal forecasting should 
incorporate worst-case scenarios to ensure preparedness for unexpected liabilities. 
Ensuring that revenue-dependent SOEs, such as UETCL, UEDCL, and NWSC, have 
sustainable cost-recovery mechanisms will reduce their reliance on government 
support.

unquantified

4.910

UGX trillion
5.276Explicit

Loan guarantees

PPPs

Legal claims

Implicit

Non-guaranteed debt (SOEs, EBUs, LGs)

Authorisations to borrow

Total



1.2. Objectives and Scope

Methodology1.3.
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The scope of this report covers both explicit and implicit contingent liabilities. Explicit 
contingent liabilities include loan guarantees issued by the government, contingent 
liabilities arising from Public-Private Partnership (PPP) contracts, and legal claims with 
potential fiscal consequences. Implicit contingent liabilities encompass risks associated 
with SOEs, extra-budgetary units (EBUs), and local governments, including disbursed 
and outstanding debt, government grants and contributions, and authorisations to 
borrow.

The following entities have been analyzed in this year’s report: 2 guaranteed entities, 40 
PPPs, 36 SOEs, 135 local governments, 18 authorized borrowers.

The Annual Contingent Liabilities Report has been developed using a field-based 
approach, relying primarily on audited financial statements from the previous fiscal year 
(FY 2023/24). This methodology ensures a comprehensive and data-driven assessment 
of both explicit and implicit contingent liabilities of the Government of Uganda (GoU). 
Key sources include financial records from government-guaranteed entities, SOEs, 
EBUs, local governments, legal proceedings, PPP commitments, and financial 
institutions that may pose fiscal risks.

This Annual Contingent Liabilities Report provides an overview of the government’s 
contingent liabilities, assessing their fiscal implications and potential risks to public 
finances. Contingent liabilities, while not recorded as direct obligations on the central 
government’s “balance sheet”, could impose substantial fiscal costs if realised, affecting 
debt sustainability and budget planning. Increased monitoring and transparency of these 
liabilities is essential for safeguarding the fiscal position and maintaining investor 
confidence, particularly as international markets increasingly factor them into sovereign 
credit assessments.

The primary objective of this report is to enhance transparency and accountability in the 
management of contingent liabilities by identifying, quantifying, and analysing their fiscal 
risks. The report aims to support evidence-based policymaking by providing a 
comprehensive assessment of contingent liabilities, their potential fiscal impact, and the 
adequacy of existing risk mitigation frameworks.

Chapter 1. Introduction
1.1. Background



1.4. Report Structure
The rest of this report proceeds as follows:
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Chapter 3 focuses on implicit contingent liabilities, which the government is not legally 
bound to cover but may assume due to political or economic pressures. It discusses 
non-guaranteed debt (Section 3.1) and its fiscal implications, the financial performance 
of SOEs (Section 3.2) and their indebtedness per sector, and authorisations to borrow 
(Section 3.3), assessing approved but unexecuted borrowing.

Chapter 4 concludes with a summary of key findings and policy recommendations, 
offering guidance on strengthening the management, transparency, and mitigation of 
contingent liabilities.

Chapter 2 examines explicit contingent liabilities, covering loan guarantees (Section 
2.1) and their fiscal risks, Public-Private Partnerships (Section 2.2) and associated 
financial commitments, and legal proceedings (Section 2.3) that may result in 
government liabilities.

The report follows a systematic process, beginning with the collection and meticulous 
review of audited financial statements, ensuring data accuracy and verification. After 
compiling the relevant data, a structured analysis was conducted to identify, evaluate, 
and assess the extent and nature of contingent liabilities. This assessment provides 
insights into their potential fiscal impact and informs the recommendations presented in 
the final report.



2.1 Loan Guarantees

2.1.1 Overview

There are only two entities that account for the entirety of the active guaranteed loans:
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The government’s total exposure to disbursed and outstanding guaranteed debt 
decreased from USD 56.1 million in December 2023 to USD 48.3 million in December 
2024, a 14 percent reduction. This decline is attributable to loan repayments exceeding 
new disbursements. The disbursed and outstanding guaranteed debt-to-GDP ratio 
remains constant at 0.12 percent - well below the 5 percent threshold set under the 
Guidelines for the Management of Contingent Liabilities.

• Uganda Development Bank Limited (UDBL) - 7 out of 10 guarantees - financing 
for SMEs, agribusiness, manufacturing, and industrialisation projects to boost 
economic growth.

• Islamic University in Uganda (IUIU) - 3 out of 10 guarantees - investment in 
higher education infrastructure to support student capacity and facility expansion.

As of December 2024, the number of active government loan guarantees stood at 10, a 
decline from 12 in the previous year. This reduction was due to the full repayment of two 
guaranteed loans - USD 10 million from the International Islamic Trade Finance 
Corporation (ITFC) and USD 10 million from The Arab Bank for Economic Development 
in Africa (BADEA). Consequently, the total value of the guaranteed loan portfolio 
declined from USD 120 million in December 2023 to USD 100 million in December 
2024.

Loan guarantees issued by the Government of Uganda serve as an important 
instrument for facilitating access to financing in key sectors such as education, trade, 
SME development, and industrialisation. These guarantees enable beneficiary 
institutions to secure concessional funding from international creditors, supporting 
projects that contribute to economic growth and national development. The full details of 
these guarantees, including the list of projects, beneficiaries, creditors, guaranteed 
amounts, and disbursements, are listed in Annex 1, Table A1.

Chapter 2. Explicit Contingent Liabilities
Explicit contingent liabilities represent potential government financial commitments 
established through contractual agreements, legal frameworks, or policy directives. 
These obligations legally require the government to assume financial responsibility, if 
predefined conditions materialise. Examples include loan guarantees, government- 
backed guarantee programmes, liabilities arising from legal proceedings, and 
obligations stemming from PPP contracts.



2.1.2 Credit Risk Assessment of the Guarantee Portfolio

Figure 1. Redemption Profile of Guarantees (USD)

Source: MoFPED (DPI).

Table 1. Credit Rating of Guaranteed Entities

Rating*Entity Definitions Source of Rating
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A notable peak in guaranteed loan repayments occurs in 2025, totalling USD 9.3 million, 
a reduction from USD 12.9 million in 2024 (Figure 1). The bulk of this exposure (USD 9 
million) is linked to Uganda Development Bank Ltd (UDBL). This repayment 
concentration does not currently indicate an immediate risk, given UDBL’s historically 
strong repayment capacity. However, if macroeconomic conditions deteriorate (e.g., a 
slowdown in trade or credit constraints affecting private sector borrowers), UDBL’s 
ability to meet its obligations could be tested.

2.1.3 Credit Risk and Probability of Default of Guaranteed Entities

In this subsection, the credit risk and probability of guaranteed entities is assessed 
based on their credit rating as tabulated in Table 1.

The guaranteed loan portfolio has a maturity range of 7 to 25 years, with a weighted 
average maturity of 8 years. This longer maturity profile helps to spread repayment 
obligations, reducing the likelihood of large, concentrated fiscal shocks in any single 
year. The effectiveness of this risk distribution will depend on the continued financial 
stability of the guaranteed entities.

10,000,000

9,000,000

8,000,000

7,000,000

6,000,000

5,000,000

4,000,000

3,000,000

2,000,000
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Aa1** AA+ by FITCH

A1 Internal rating

Table 2. Probability of Default

Rating Year 1 (%) Year 2 (%) Year 3 (%)

Aa1 0.02 0.07 0.14 0.25 0.39

0.4 0.65 0.97A1 0.06 0.21

Source: MoFPED (DPI).
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The credit ratings of the guaranteed entities were carried out to gain insight into their 
probability of default, which in turn helps assess the government’s potential fiscal 
exposure and the likelihood of guarantee activation. A lower credit rating signals higher 
risk, increasing the chances that the government may have to step in to fulfil the entities’ 
obligations, whereas stronger ratings indicate a lower probability of default and minimal 
fiscal risk.

In contrast, the Islamic University in Uganda (IUIU) carries a slightly higher credit risk 
relative to UDBL While its creditworthiness is lower, the institution is not considered at 
risk of default. The probability of default remains low, suggesting that while lUIU’s 
financial position requires closer monitoring, it does not yet pose a significant fiscal risk.

Based on the credit ratings, the two entities’ probability of default over the next five 
years is projected to be extremely low (Table 2). However, the government will maintain 
prudent monitoring of IUIU, given its slightly elevated risk profile.

Uganda Development Bank Limited (UDBL) has demonstrated strong debt servicing 
capacity, consistently meeting its financial obligations. Its most recent credit rating by 
Fitch stands at AA+ (very strong credit quality), while Moody’s rates it Aa1 (high-quality 
obligations with very low credit risk).

Islamic University 
in Uganda

Islamic University 
in Uganda (IUIU)

Obligations judged to be of 
high quality and are subject to 
very low credit risk

Uganda 
Development 
Bank Limited 
(UDBL)

Obligations are judged to be 
upper-medium grade and 
subject to low credit risk

Note: * Moody’s equivalent. ** Aligning the internal ratings and Fitch ratings with Moody’s equivalent ratings enables 
a standardised approach to assessing credit risk. By mapping these ratings to Moody’s scale, we can apply Moody’s 
historical probabilities of default, ensuring consistency in the calculation of expected losses.
Source: MoFPED (DPI).

Entity
Uganda
Development Bank

Year4(%) | Year 5 (%)



2.1.4 Maximum and Expected Loss Assessment

Table 3. Maximum Loss

Nominal Values Present Values
Name Guaranteed Debt Liabilities Guaranteed Debt Liabilities

Development Bank 38,845,144 34,117,827

9,464,015

Table 4. The Distribution of Expected Losses

2025 2026 2027 2028 2029

1,816 6,040 11,262 17,124 24,591

166 1,104 3,098 5,034 6,400

Total (USD) 1,982 7,144 14,361 22,159 30,992

12

However, given the near-excellent credit rating of both entities, the expected losses 
remain minimal (Table 4). Over the next five years, the government’s expected losses 
total USD 76,637, representing a negligible fiscal impact (or just around 0% GDP).

Uganda
Development Bank

Islamic University in 
Uganda

The analysis of maximum and expected losses helps to determine whether the current 
level of contingent liabilities poses a significant fiscal risk to the GoU and whether 
additional provisioning measures are necessary. While maximum loss represents the 
worst-case scenario, where the government is required to cover the full disbursed and 
outstanding loan stock, expected loss provides a more realistic estimate of potential 
financial exposure based on the probability of default and loss given default.

In the event of both UDBL and IUIU defaulting on their debts, the maximum loss for the 
government would reach USD 48.3 million (or 0.1% GDP), equivalent to the total 
disbursed and outstanding guaranteed loan stock (Table 3). While this amount remains 
relatively low in relation to overall GDP, it could have notable fiscal implications for GoU, 
straining its fiscal balance. Should the government be required to honour these 
guarantees, it could result in a direct fiscal outlay, increasing public debt levels and 
potentially impacting the budget deficit.

Uganda 
Limited

Islamic University in Uganda
Total

Total in Percent of GDP 
Source: MoFPED (DPI).

7,307,461
41,425,288

0.1%

48,309,159

0.1%
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2.2 Public-Private Partnerships

2.2.1 Overview

2.2.2 Fiscal Risks Associated with PPPs
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If triggered, these liabilities could lead to financial outlays, potentially undermining 
Uganda’s debt management strategy and fiscal stability. As such, robust risk

This section examines the Government of Uganda’s current PPP portfolio. The full 
details of PPP projects, including their stages of development, key sectors, and 
investment requirements, are provided in Annex 1, Table A2.

PPP-related direct commitments arise from explicit government obligations within 
contracts, requiring budgetary allocations for construction, operation, and maintenance 
payments over the life of a project. These commitments can impose a long-term 
financial burden, impacting fiscal space and debt sustainability.

Considering the negligible fiscal impact of the potential losses arising from default or 
distress events of the guarantee, no provisioning (i.e., setting aside funds in advance to 
cover potential guarantee calls in case of default) has been recommended for the next 
fiscal year.

PPPs play a critical role in Uganda’s infrastructure development strategy by mobilising 
private sector investment to deliver large-scale projects in sectors such as transport, 
energy, healthcare, and education. Structuring projects through PPP arrangements 
helps the government reduce upfront public financing requirements, improve operational 
efficiency, and benefit from private sector expertise in project execution and 
management. However, PPPs also introduce long-term fiscal commitments and 
contingent liabilities, which must be carefully assessed to ensure that they do not pose 
undue risks to public finances.

In contrast, contingent liabilities in PPPs represent potential future obligations that could 
materialise only under specific conditions (e.g., revenue guarantees, foreign exchange 
guarantees, compensation clauses).

Note: Expected losses are calculated using Exposure at Default (EAD), Loss Given Default (LGD), and Probability of 
Default (PD). EAD reflects the outstanding guaranteed amounts, LGD assumes a full loss in a default scenario, and 
PD, based on credit ratings, estimates the likelihood of default. Together, these factors provide a clearer assessment 
of the government's potential fiscal exposure.
Source: MoFPED (DPI).

Total in Percent of 
GDP



2.2.3 Current Status of PPP Projects

Table 5. Summary of PPP Project Phases
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6

7

1

4
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40

The main bottlenecks in PPP implementation are listed below:
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The current pipeline of PPP projects in Uganda includes a wide range of infrastructure 
initiatives across sectors such as transport, energy, ICT, education, healthcare, and 
tourism. As of December 2024, the number of projects under the PPP Act of 2015 
increased from 34 to 40. While this growth reflects heightened interest in leveraging 
private sector participation, the majority of projects remain at early stages, with none 
reaching financial closure (Table 5).

assessment, transparent disclosure, and prudent fiscal oversight are essential to 
mitigating PPP-related risks.

1) Lack of feasibility study funding: Many projects, including major infrastructure and 
energy initiatives, are stalled due to insufficient funds for transaction advisory and 
feasibility assessments, delaying financial closure.

2) Slow and complex procurement processes: Lengthy bidder selection, regulatory 
approvals, and contract negotiations have delayed projects like the Kampala- 
Jinja Expressway, increasing uncertainty for investors.

Stage
Concept Stage
Procurement of Private Party

Feasibility Stage
Procurement of Transaction Advisor
On Hold
Procurement Stage
Financial Closure
Total
Source: MoFPED, PPP Unit.

Number of Projects 

19

This lack of financial closure makes it impossible to quantify contingent liabilities. 
Without finalized contracts, key factors such as government guarantees, risk-sharing 
arrangements, and financial commitments remain undetermined. Additionally, 
incomplete feasibility studies and ongoing negotiations further prevent reliable 
estimates.



3)

4)

5)

2.3 Legal Proceedings
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The unpredictability of legal outcomes, coupled with the possibility of substantial 
financial penalties, creates a serious threat to overall fiscal stability and effective budget 
planning. Historically, such liabilities have contributed to the build-up of arrears, placing 
additional strain on public finances and hindering efficient financial management. 
Consequently, proactive legal strategies, strong adherence to regulatory standards, and 
sound contingency planning become indispensable in minimising the potential fiscal 
fallout of these disputes.

According to the Consolidated Financial Statement of the Government of Uganda (GoU) 
for the fiscal year 2023/24, contingent liabilities related to legal proceedings grew to 
UGX 4.9 trillion by June 2024, reflecting an 11.2 percent rise compared to UGX 4.41 
trillion recorded at the end of June 2023. The bulk of these liabilities originate from 
Ministries, Departments, and Agencies (MDAs), with Ministries alone accounting for 91 
percent - equivalent to UGX 4.5 trillion. This increase underscores the growing 
budgetary pressure that legal disputes can impose on government resources. The table 
below provides the summary distributions of the amounts across MDAs.

Contingent liabilities stemming from legal proceedings continue to pose a significant risk 
to government entities. These obligations are potential financial costs that may 
materialise only upon resolution of ongoing legal disputes or verdicts, whose outcomes 
are uncertain until the conclusion of legal processes. Such disputes can arise from 
multiple sources, including contract disagreements, regulatory breaches, or negligence 
claims, and resolving them often involves substantial financial exposure for the 
government.

Regulatory and institutional constraints: Weak coordination, capacity gaps in PPP 
oversight units, and unclear project structuring hinder progress, particularly in 
education, renewable energy, and urban development projects.
Unquantified fiscal risks: With no projects reaching financial closure, the 
government’s contingent liability exposure remains unknown, posing potential 
fiscal risks if obligations materialise unexpectedly.
Loss of external financing: The expiration of funding offers, such as the EU grant 
for the Kampala-Jinja Expressway, raises concerns about securing alternative 
financing sources.

Addressing current bottlenecks and strengthening risk management practices will be 
key in ensuring that Uganda’s PPP framework effectively supports development 
objectives without jeopardising fiscal stability.



Table 6. Contingent Liabilities from Legal Proceedings

Summary Legal Proceedings (UGX)

Ministries

18,655,448

Local Governments 9,974,846,027

Total (30th June 2024) 4,910,188,452,248

4,414,309,097,502
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Agencies
Public Universities and Self-Accounting 
Tertiary Institutions
Referral Hospitals

Embassies and Missions

4,473,891,528,961
423,964,013,291
2,339,408,521

Total (30th June 2023)
Source: Accountant General.



3.1 State-Owned Enterprises
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These revenue patterns carry important implications for fiscal risk. A growing proportion 
of SOEs’ income is derived from their core operations rather than government transfers 
or subsidies, which suggests increasing financial self-reliance and reduced direct 
pressure on public resources. Nonetheless, it remains crucial to continuously monitor 
SOEs’ operational performance to ensure that any reduction in government support 
does not lead to liquidity or solvency challenges. Failure to do so could ultimately result 
in higher contingent liabilities if government intervention becomes necessary. The graph 
below illustrates the evolving composition of SOE revenues, highlighting the rising share 
of operational income relative to public contributions.

SOEs play a critical role in Uganda’s economy, particularly in infrastructure-intensive 
sectors such as energy, water, and transport, where borrowing is often necessary for 
capital-intensive projects. However, the rising level of SOE liabilities poses significant 
contingent liabilities to the government that could impact fiscal sustainability if these 
enterprises were to face financial distress or fail to generate sufficient revenues to 
service their debts.

To ensure a comprehensive understanding and effective reporting, this section 
assesses the financial health of 36 SOEs across 10 setors as an indicator of 
government fiscal risk exposure. The full list of SOEs covered in this report is in Table 
A3.

Chapter 3. Implicit Contingent Liabilities
Implicit contingent liabilities are obligations that a government is not legally required to 
assume but may do so due to political, social, or economic pressures. These include 
financial support for state-owned enterprises, extra-budgetary units, local governments, 
and bailouts of state-owned enterprises. Monitoring implicit CLs is crucial because they 
can pose significant fiscal risks, often materialising unexpectedly and straining public 
finances.

Revenues and Expenditures
Over the past decade, SOEs have demonstrated a generally upward trajectory in 
revenues, peaking at UGX 11 trillion in 2023 (Figure 2). However, in 2024, their 
revenues declined by 4 percent to UGX 10.6 trillion. Despite this setback, the broader 
outlook remains favourable, reflecting an overall increase in SOE revenue generation 
capabilities over the long run.
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Despite the upward trajectory in SOE revenues, these gains have not translated into 
correspondingly strong profitability. Expenditures continue to account for a substantial 
proportion of revenues - averaging 81 percent over the past five years. Figure 3 
illustrates this trend, highlighting the persistently high-cost structures that constrain 
overall profit margins.

Figure 3. SOE Revenues vs. Expenditures
In UGX million

From the graph above, we note an overall reduction in dependence on government 
grants and subsidies as a proportion of revenues. However, they remain significant.

Figure 2. SOE Revenues vs. Government Transfers 
In UGX million



Figure 4. Percentage of Loss-Making Entities
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Source: MoFPED (DPI).
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Liquidity and Solvency
A review of liquidity indicators reveals that a notable share of SOEs - approximately 27 
percent - operate with current ratios under 1 (Figure 5), meaning they have limited 
capacity to cover short-term obligations using readily available assets. This situation is 
particularly concerning, given that a significant portion of SOEs’ liabilities are short-term, 
raising the likelihood of cash-flow shortages or operational disruptions if these liabilities 
come due simultaneously.

Additionally, the proportion of loss-making SOEs has fluctuated over the past decade, 
registering a modest increase in 2024 to 38 percent, up from 24 percent in 2023 (Figure 
4). This pattern illustrates that a sizable segment of SOEs continue to experience 
operational deficits, where revenues are insufficient to fully cover their costs.

From a fiscal risk perspective, such liquidity constraints heighten the possibility of 
government intervention to avert service interruptions or potential defaults. Should these 
liquidity challenges become severe, the government may be compelled to extend 
support - whether in the form of direct financial assistance or guarantees - to ensure 
SOEs’ continued operations. Monitoring and addressing these liquidity shortfalls are, 
therefore, essential for mitigating the contingent liabilities that could ultimately affect 
public finances.

Such elevated expenditure levels carry potential fiscal risks. If profitability remains low, 
SOEs may find it challenging to manage operational costs and service debt 
commitments without additional external support. In scenarios where SOEs struggle to 
maintain solvency or liquidity, the likelihood of government intervention increases, 
thereby creating potential contingent liabilities. We recommend continuous scrutiny of 
expenditures and strategies aimed at cost containment to mitigate these risks and 
ensure the long-term financial stability of both SOEs and public finances.
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Figure 5. Percent of Entities with Current Ratio of <1.
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Debt and Liabilities
Total debt and liabilities arising from SOE and EBU operations are listed in Table 7.

UGX million
June 2023 June 2024

224,032 231,395 +3.29%Domestic borrowing

304,122 268,164 -35,958 -11.82%

9,944,863 10,620,400 +675,537 +6.79%

10,473,016 11,119,959 +646,943 +6.18%

994,029 -473,076 -32.25%
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The composition of SOE contingent liabilities in 2024 highlights that government 
exposure extends well beyond direct borrowing, with the bulk of fiscal risk stemming 
from non-loan obligations. While SOEs have borrowed UGX 231.4 billion domestically

Table 7. Non-Guaranteed Debt and Other Liabilities of SOEs and EBUs 
Financial Year

UGX 
million
+7,363

Change
~%

SOEs remain highly leveraged, with more than 50 percent of the assets of indebted 
SOEs financed through debt as of 2024. However, when considering the entire SOE 
sector, the overall leverage is lower, with debt accounting for approximately 30 percent 
of total SOE assets analysed.

External borrowing
Other liabilities
(incl. lease contracts, payables, overdrafts)
Total liabilities (excl. GoU on-lent loans)

Liabilities from grants and GoU contributions 1,467,105

Note: GoU on-lent loans in FY 2023/24 amount to UGX 8.58 trillion. Since it is counted in GoU's debt stock, it is a 
realised, not contingent liability, and is hence excluded from this table. Sectoral breakdown can be found in Table A3. 
Source: MoFPED (DPI).



Sectoral Overview

UEDCL
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Annex 1, Table A3 data reveal that Uganda’s contingent liabilities from state-owned 
enterprises are heavily concentrated in a few key sectors: energy, water, and transport. 
The energy sector alone holds over 60 percent of total SOE contingent liabilities (UGX 
5.6 trillion), primarily driven by the three power companies: Uganda Electricity 
Transmission Company Limited (UETCL), Uganda Electricity Distribution Company 
Limited (UEDCL), and Uganda Electricity Generation Company Limited (UEGCL). This 
sharp rise in liabilities reflects ongoing expansion and infrastructure upgrades in 
electricity transmission and distribution but also raises fiscal sustainability concerns, 
given the sector’s reliance on government-backed commitments.

Most Fiscally Exposed SOEs
The aforementioned five entities account for most (86 percent) of Uganda’s total 
contingent liabilities in FY 2023/24. This highlights the significant concentration of fiscal 
risk within a few large infrastructure-focused entities, particularly in the energy, water, 
and transport sectors. Table 8 provides a breakdown of these entities’ total contingent 
liabilities to the government.

and UGX 268.2 billion externally, the largest component - UGX 10.62 trillion - comes 
from other liabilities, such as lease contracts, payables, and overdrafts. This indicates 
the need to shift the focus of contingent liability management from pure debt oversight 
to a broader assessment of all financial commitments that could create fiscal risks. If 
SOEs struggle to meet these obligations, the government may face pressure to 
intervene, turning contingent liabilities into direct fiscal costs. A more comprehensive 
monitoring framework is needed to track and mitigate SOE financial exposure, ensuring 
that not just borrowing but also operational liabilities are sustainably managed to protect 
public finances.

Table 8. Breakdown of SOE Liabilities
NWSC
156,617

UETCL
2,209,075

CAA
723,632

UEGCL
5,857,576

Beyond energy, the water and transport sectors have also seen substantial increases in 
contingent liabilities. The National Water and Sewerage Corporation (NWSC) currently 
holds UGX 3.11 trillion in liabilities, most of these in the form of conditional grants and 
other non-debt liabilities. In the transport sector, the Civil Aviation Authority (CAA) holds 
UGX 909 billion in liabilities, indicating major investments in aviation infrastructure, likely 
linked to airport expansion projects. The continued rise in liabilities in these 
infrastructure-heavy sectors underscores the need for stronger financial oversight and 
risk management strategies, particularly as borrowing increases at a pace that may 
exceed revenue-generating capacity.

UGX million
Debt (Borrowings)



of which Goll on-lent

Other Non-Debt Liabilities 2,957,225 2,067,543

22,816 1,408

242,353 63,634 38,162

4,237 24,518
247

3,881,242 3,113,842 2,067,543 1,632,819 7,458,161
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A distinction must be made between on-lent loans and contingent liabilities. On-lent 
loans - such as the UGX 2.21 trillion for UETCL and UGX 5.86 trillion for UEGCL - are 
realised liabilities for the government, already counted in Uganda’s public debt stock. 
These loans represent direct government exposure, as their repayment obligations 
ultimately rest with the state. However, non-debt liabilities - such as deferred income 
(UGX 2.42 trillion for NWSC), lease liabilities (UGX 1.79 trillion for UEDCL), and trade 
payables (UGX 63.6 billion for CAA) - remain contingent on future events, meaning the 
government may be forced to intervene if these SOEs fail to meet their obligations.

From the table above, it is clear that the financial exposure of Uganda’s state-owned 
enterprises extends beyond direct borrowing, with a substantial portion of liabilities tied 
to non-debt obligations such as lease contracts, deferred tax, employee benefits, and 
trade payables. While SOEs like UETCL and UEGCL carry large borrowing burdens, 
others, including NWSC and UEDCL, primarily accumulate non-debt liabilities that still 
pose fiscal risks to the government.

The energy sector remains the largest driver of SOE fiscal risk, with UETCL, UEDCL, 
and UEGCL collectively accounting for a significant share of total SOE liabilities. While 
borrowing remains the primary driver of UETCL and UEGCL’s fiscal exposure, UEDCL’s 
risk is predominantly from lease liabilities and payables, which still create long-term 
financial obligations that could materialise as direct fiscal costs. Meanwhile, NWSC, 
despite having relatively low direct debt, holds UGX 2.96 trillion in non-debt liabilities, 
largely from deferred income, trade payables, and employee benefit obligations. These 
types of liabilities, while not immediate fiscal costs, could escalate if SOEs face liquidity 
constraints or fail to generate sufficient revenue to meet their obligations (see Annex 2: 
Risk Assessment of the Most Fiscally Exposed SOEs).

Total liabilities
Source: MoFPED (DPI).

o/w deferred income tax liabilities
o/w terminal benefits

o/w deferred tax
o/w deferred income 

o/w lease liability 
o/w capital grants 

o/w trade and other payables 
o/w employee benefit 

obligation/provision for gratuity 

______________ o/w deposits 
o/w amounts due to related 

parties

2,209,075
1,672,167
149,437

744,758
750,919

2,518 
258,031 
2,418,398 
11,406 1,789,124

235,253
9,645

723,632
909,186
807,899

21,131
15,115

5,857,576
1,600,584

171,289
1,391,134



3.2 Local Governments

54,651

8116,492
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As indicated earlier, local governments (LGs) form part of the implicit contingent 
liabilities for which we annually assess the risks they pose to public finances. Table 9 
below summarises the trends in this area over the one-year period leading to June 
2024. See Annex 3. List of Local Governments for a full list of 135 LGs covered in this 
report.

The Civil Aviation Authority presents a mixed exposure, holding UGX 723.6 billion in on- 
lent loans (a realised liability) alongside UGX 909.2 billion in non-debt liabilities. While 
CAA’s leverage remains moderate, its cost pressures and reliance on trade payables 
and deposits could weaken its financial stability over time.

This has important policy implications. Managing SOE fiscal risks requires a 
comprehensive approach that considers total liabilities - not just borrowing. While on- 
lent loans are already captured in public debt, non-debt obligations remain contingent 
liabilities that could ultimately translate into fiscal costs if SOEs struggle to meet their 
obligations. This highlights the urgent need for improved financial oversight, stronger 
cost controls, and transparent reporting on SOE liabilities.

Contingent liabilities arising from local governments increased to UGX 57.9 billion in 
June 2024, from UGX 48.9 billion in June 2023. While this increase coincided with a 
sharp rise in current liabilities, which nearly doubled from UGX 29.8 billion to UGX 54.7 
billion, it is important to note that current liabilities are not contingent liabilities. Instead, 
contingent liabilities represent potential obligations that may arise if local governments 
fail to meet their financial obligations and require central government intervention.

The notable decline in pension liabilities, from UGX 12.5 billion to UGX 2.4 billion, 
suggests that payments were made or actuarial adjustments were implemented. 
Additionally, other local government contingent liabilities fell significantly from UGX 6.5

Domestic loans
External loans
On-lending______________________________
Total outstanding debt (including GoU on-lent)
Current liabilities (incl, payables)_____________
Other debts (incl. lease contracts and overdrafts)
Other LG contingent liabilities_______________
Capital grants____________________________
Pension liabilities
Total (Implicit contingent liabilities)
Source: MoFPED (DPI).

Table 9. Contingent Liabilities from Local Governments
UGX million

12,541
48,878

16.9
29,829

2,433
57,895

June 2023
16.9

June 2024



3.3 Authorisations to Borrow

Table 10. Borrowing Authorisations in FY2023/24

No. Borrower Lender Purpose Amount (UGX)

1 Post Bank 300,000,000

2 3/4/2024 2,000,000,000 2,000,000,000

3 24/05/2024 Post Bank Bus 680,000,000 680,000,000

4 22/08/2023 Construction 3,700,000,000 1,633,000,000

24

A few larger authorisations from previous financial years relate to utility and energy 
SOEs, such as the National Water and Sewerage Corporation and Uganda Electricity 
Generation Company Limited, which focus on critical infrastructure, including water 
systems and energy operations.

All entities remain fully compliant with their debt servicing obligations. The risk of non- 
compliance is solely borne by the institution’s Board of Governors and the creditor. This 
is explicitly stated in every borrowing authorization.

Moving forward, robust monitoring and fiscal oversight will be essential to manage 
contingent liabilities and mitigate the risk of these obligations materializing into direct 
fiscal costs for the central government.

Four schools received borrowing authorisations from the Minister in FY2023/24, totalling 
UGX 6.68 billion (see Table 10). The loans have been primarily used to finance school 
construction, renovation works, and the purchase of school buses. This reflects efforts 
by educational institutions to expand capacity, improve service delivery, and address 
transportation needs.

Table A4 provides a complete list of all 18 institutions that have been authorised to 
borrow. The portfolio of authorized loans as of December 2024 amounted to UGX 
253.73 billion, of which UGX 180.17 billion remained outstanding.

billion to UGX 811 million, indicating settlements or reclassification of obligations. The 
absence of domestic or external loans, on-lending, or capital grants implies a reduced 
reliance on formal borrowing.

Centenary 
Bank

Housing
Finance 
Bank

Classroom 
construction
Classroom 
construction

Mubende Light 
Secondary School
Makerere College
School

Kisiki College
Namutumba_____
Tororo Girls School

Outstanding 
(Dec. 2024) 
300,000,000

Date of 
Signature 
12/3/2024



Chapter 4. Conclusions and Recommendations
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In addition, fiscal risks related to PPP projects remain unquantified as of now because 
none of the projects have reached financial closure. As such, their potential fiscal risks 
will be reevaluated in the next fiscal year. While the number of active PPP projects has 
grown to 40, most of them are stalled at the feasibility stage due to funding constraints. 
Without proper risk assessment and financial planning, the long-term fiscal implications 
of PPPs remain unclear, increasing the possibility of unplanned government liabilities in 
the future.

The most pressing concern is the scale of SOE contingent liabilities, which has reached 
a level where it could jeopardise fiscal sustainability if left unchecked. The five SOEs 
with the largest contingent liabilities - UETCL, UEDCL, UEGCL, NWSC, and CAA - 
account for nearly all of total government exposure. Some of these entities, particularly 
UEDCL and UETCL, are already showing signs of financial distress, increasing the 
likelihood of government intervention to prevent service disruptions. This is further 
compounded by low profitability, inefficient cost structures, and high financial 
obligations. Without stronger financial oversight and risk management measures, these 
liabilities could translate into direct fiscal costs, placing additional pressure on the 
national budget.

Legal cases present a significant share of contingent liabilities to the government, 
amounting to nearly UGX 5 trillion. This exposure highlights the risk of unexpected fiscal 
costs if adverse rulings materialize.

Key Takeaways and Recommendations

This report identifies UGX 16.7 trillion in contingent liabilities to the government - or just 
below 10 percent of the GDP. The findings of this report highlight that although the 
government has made progress in reducing loan guarantee exposure, the rapid 
accumulation of SOE-related contingent liabilities, unquantified PPP commitments, and 
legal cases present important challenges that require urgent policy action.

The government must adopt a proactive and risk-based approach to managing 
contingent liabilities. The actions outlined below focus on mitigating fiscal exposure 
across SOEs, PPPs, legal claims, and local governments. Recommendations are 
sequenced by their expected implementation timeline - starting with actions that can be 
taken immediately under existing frameworks, followed by medium-term reforms 
requiring institutional strengthening, and concluding with longer-term structural 
measures. This phased approach aims to deliver both quick wins and lasting 
improvements in fiscal risk management.



Immediate priorities:

1. Set a threshold for contingent liabilities as a share of GDP

2. Enforce collection of the guarantee fee

Medium-term priorities:

3. Strengthen oversight of SOE-related contingent liabilities

3.3 The Government should strengthen its oversight of SOE governance. In particular:
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Given that Uganda’s contingent liabilities are estimated at around 10 percent of GDP 
and are growing each year, it is advisable for the Government to adopt a formal 
threshold for contingent liabilities as a percent of GDP

Establishing such a limit would have several benefits for fiscal management: it would 
enhance fiscal discipline by providing an early warning mechanism for emerging risks, 
and support more prudent decision-making around the issuance of government 
guarantees and other off-balance sheet commitments. A clear ceiling would also 
strengthen transparency and accountability, helping to manage investor perceptions and 
safeguard debt sustainability. As Uganda’s fiscal space remains constrained, a well- 
defined threshold would help policymakers guide the prioritization of contingent 
liabilities, ensuring they remain within manageable limits.

The Guidelines for the Management of Contingent Liabilities require the Government of 
Uganda to charge a guarantee fee of 0.3 percent annually over the duration of the 
guarantee, applied to the nominal value of the guaranteed facility. The cumulative fee is 
capped at 2 percent. To ensure effective risk pricing and avoid moral hazard, the 
Ministry should systematically include the guarantee fee provisions in all guarantee 
agreements and enforce fee collection. Failure to do so may distort market incentives 
and create the perception of implicit government subsidies or intervention.

To mitigate fiscal risks arising from state-owned enterprises, the Government should 
strengthen oversight of contingent liabilities linked to SOEs.

3.1 Ceilings should be introduced on the level of contingent liabilities that individual 
SOEs can accumulate—especially for those with high fiscal exposure—to prevent 
unsustainable risk build-up.

3.2 SOEs should be required to submit credible contingency management plans before 
any government-backed obligations are approved, outlining how they would respond to 
adverse shocks or repayment difficulties.

3.3.1 Mandate regular independent audits of SOEs, ensuring financial and 
operational transparency.



4. Strengthen risk reporting structures
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4.1 Assign clear reporting responsibilities: SOEs, line ministries, and PPP units should 
submit risk assessments quarterly to MoFPED. Countries such as Chile and South 
Africa have adopted regular, detailed reporting frameworks that allow for real-time 
oversight of fiscal risks across sectors. This would allow the Government to undertake 
timely scenario analysis and stress testing to assess potential fiscal shocks and their 
impact on public finances.

Improving the monitoring of contingent liabilities is critical for early risk detection and 
sound fiscal management. The Government should consider the following:

4.2 Integrate contingent liabilities into the Medium-Term Fiscal Framework (MTFF) to 
strengthen fiscal planning. For example, Peru and Indonesia incorporate expected calls 
on guarantees and other risk-adjusted exposures into their MTFFs to improve budget 
realism and debt sustainability analysis. This would help ensure that potential calls on 
Government guarantees and legal liabilities are accounted for in debt sustainability 
analysis, as well as allow policymakers to assess the trade-offs between issuing new 
guarantees and maintaining fiscal space.

4.3 Expand legal risk assessment mechanisms to anticipate potential fiscal costs arising 
from ongoing litigation. In Brazil, the Treasury regularly evaluates legal claims against

3.3.4. Enforce a formal SOE dividend policy that mandates dividend payments 
when SOEs achieve sustainable profits, while allowing exemptions for strategic 
reinvestment. Weak oversight and lack of clear dividend policies allow some 
SOEs to avoid dividend payments even when financially capable. Well-governed 
countries implement clear rules on when and how SOEs must transfer part of 
their profits to the Treasury. For example, in New Zealand, SOEs are required to 
justify any dividend exemptions, ensuring public funds are used efficiently. In 
Singapore (Temasek Holdings), SOEs follow a strict dividend policy, with 
profitable entities required to pay a portion of earnings to the government.

3.3.3. Establish clear accountability frameworks by linking SOE borrowing and 
guarantee approvals to governance performance metrics.

3.3.2 Require compliance with corporate governance best practices, including 
Board independence, professionalized management, and performance-based 
oversight.

Countries like South Africa and Norway have strengthened SOE oversight by requiring 
transparent performance contracts, periodic governance reviews, and explicit financial 
sustainability targets. Adopting similar measures in Uganda would enhance 
accountability, reduce operational inefficiencies, and limit contingent liability risks.



Structural reforms over the longer term:

5. Improve SOE revenue generation and cost efficiency
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5.2 The Government should strengthen financial reporting requirements for SOEs to 
capture their full fiscal exposure - not just direct borrowing, but also off-balance sheet 
obligations, arrears, and other liabilities.

These measures would help ensure that SOEs are financially self-reliant and that the 
Government has a clearer picture of the fiscal risks they pose.

the state to estimate contingent legal liabilities and includes high-risk cases in its fiscal 
risk reports. These practices would improve transparency, support better decision­
making, and help safeguard Uganda’s fiscal position.

5.1 Financial sustainability models should be reviewed and reformed to ensure cost 
recovery through improved operational efficiency and revenue optimization. This 
includes revisiting pricing structures, reducing operational losses, and identifying new 
revenue streams.

To reduce reliance on government guarantees and minimize fiscal risks, the 
Government should prioritize reforms aimed at strengthening the financial sustainability 
of state-owned enterprises.




