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PUBUC FINANCE MANAGEMENT (AMENDMENT) BILL, 2021

REPORT OF THE COMMITTEE ON FINANCE, PIANNING AND
ECONOMIC DEVETOPMENT

1.0!nlroduclion

The Public Finonce Monogement (Amendment) Bll, 2021, herein referred to
os 'the Bill', wos reod for the first time on 5rh October 2021 ond referred to
the Committee on Finonce, Plonning ond Economic Development for
considerotion, in occordonce with Rule 130 of the Rules of Procedure of
Porlioment No.30 of 2021.

The Committee hos now considered it ond we now beg to report

2.0 Bockground:

Ugondo Operotes o production shoring regime where internotionol Oil
componies (lOCs) come in, invest ond explore oil ond gos; of their own cost
ond risk. lf o discovery of oil is mode, the lnternotionol Oil Compony is repoid
by receiving o portion of the eventuol oil ond or gos discovered ond
produced. As such, Ugondo os o resource owner benefits by receiving
royolties, vorious toxes, profit oil ond the proceeds from the qctuol stqte
porticipotion in the joint venture os illustroted in toble one below. This
porticipotion is monoged by Ugondo Notionol Oil Compony Limited (UNOC),
o Petroleum limited Liobility Compony set up under the Petroleum
(Explorotion Development ond Product) Act 2013 of Ugondo. UNOC is wholly
owned by government, ond is intended os the oil troding orm of the
government of the Republic of Ugondo
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2.1Toble Showing the Bosic Revenue-shoring Slruclure under lhe P.S.A's
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Portly enocted os o result of emerging chollenges of monoging revenues
from oil ond gos, the Public Finonce Monogement Act,20l5 (PFMA 2015lr,
which is in nine Ports, hos port Vlll dedicoted to the monogement of
Petroleum Revenue, with 23 sections. Section 56 estoblishes the Petroleum
Fund ond provides thot oll petroleum revenue occruing to government sholl
be poid into the Petroleum Fund. Whilst, section 57, sets stringent meosures to
ensure thot petroleum revenues collected ore deposited into the Petroleum
Fund. Section 58 deols with withdrowqls of petroleum revenues from the
Petroleum Fund. lt requires thot withdrowols from the Petroleum Fund only be
mode under the outhority gronted by on Appropriotion Act ond worront of
the Auditor Generol. Section 58 further delineotes the purposes for
withdrowols from the Petroleum Fund os;-

o) To the Consolidoted Fund to support the onnuol budget;

b) To the Petroleum Revenue lnvestment Reserve, for investments to be
undertoken in occordonce with Section 63 of the Act;

Agoinst thot bockground, therefore, the purpose of the Bill is to omend the
Public Finonce Monogement Act, 2015, (PFMA 2015), to ollow UNOC retoin o
portion of the proceeds from the sole of petroleum occruing from the l5%
Government's Stote Porticipoting lnterest in the Production Shoring
Agreements (PSA). The Bill cotegoricoll kes it cleor thot the proce
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UNOC is seeking to retoin sholl only be used to help UNOC meet its finonciol
obligotions in the Toriff ond Tronsportotion Agreements (TTA) ond in the Joint
Operoting Agreements (JOA). And thot UNOC's operoting ond investment
expenditures sholl continue to be opproprioted by porlioment.

Movers of the Bill; Ministry of Finonce, Plonning ond Economic Development
ond the Ministry of Energy ond Minerol Development orgued thot Section 55
of PFMA 2015 estoblishes the Petroleum Fund into which oll petroleum
revenues must be deposited. They orgued thot, unfortunotely, this does not
ollow UNOC qs o licensee, to meet its finonciol obligotions under the PSAs

ond the JOAs in o monner consistent with the key controctuol provisions,
including cost recovery under the PSAs ond JOAs. Secondly, thot the PFMA
2Ol5 does not provide for poyments of toriffs obligotions under the Host
Government Agreement (HGA) ond the Tronsportotion ond Toriff Agreement
(TTA), before the proceeds con be deposited into the Petroleum Fund, os
required. As it is ot the moment, the movers of the Bill orgued thot it
undermines the confidence of the joint venture portners, of UNOC's obility to
meet its cosh-colls in o timely monner.

2.2 Principles of the Bill:
As q cure, therefore the Bill seeks to qmend the PFMA 2015 to ollow UNOC
occess the proceeds from the sole of its interest in crude oil, meet its finonciol
controctuol obligotions qs per the opplicoble ogreements ond then ony
bolonces, thereofter, con be deposited in the Petroleum Fund os required. lt
is envisoged thot this then will ollow UNOC, operote with o degree of
independence os o limited liobility compony. Secondly, thot this will give its
venture portners confidence thot UNOC will meet its finonciol obligotions in o
timely monner; mointoining the integrity ond sonctity of the PSAs regimes.

3.0Methodology

The Committee held consultotive meetings, received written memorondo
qnd reviewed relevont literoture from o cross ronge of stokeholders.

3.1 Meelings ond wrilten submissions
The Committee held meetings ond received written submissions from the
following stokeholders :

o) The Minister of Finonce, Plonning ond Economic Development, the
mover of the Bill;

The Attorney Generol;
Ugondo Low Society;
Petroleum Authority of Ugondo (PAU);
Ugondo Notionql Oil Compony (UNOC);
Civil Society Budget Advococy Group (CS
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3.2Documenl review
The Committee reviewed ond mode reference to the following documents;-

i. The Constitution of the Republic of Ugondo, 1995;
ii. The Public Finonce Monogement Act, No,3 of 2O15;
iii. The Ugondo Revenue Authority Act Cop 196;

iv. The Eost Africo Crude Oil Pipelin e Bill, 2021;
v. The Report of the Committee on Environment ond Noturol Resources

on the Eost Africo Crude Oil Pipeline (Speciol Provisions) Bill, 2021;
vi. The Production Shoring Agreements pertoining to oil ond gos

explorotion, development ond production in Ugondo to which UNOC is

o porty;
vii. The Petroleum (Explorotion, Development And Production) Regulotions,

2016;
viii. The Notionol Oil ond Gos Policy;
ix. The Public Finonce Monogement Reform Strotegy 2Ol8 - 2023

3.3 lnlernolionol Benchmqrks
The Committee further onolysed the oil ond gos policies ond lows of vorious
countries including;- Ghono; Comeroon; lron; Nigerio; Moloysio; Mexico;
Vietnom; Angolo; Brozil; Norwqy; Soudi Arobio.

4.0Compliqnce Of The Certificqte Of Finonciol lmplicotions Of lhe PFM

Amendment Bill, 2021 With The PFM Act 2015

The Committee noted thot Seclion 76 of the PFM Act requires oll bills to be
occomponied by o Certificote of Finonciol lmplicotions (CFl) issued by the
Minister for Finonce, Plonning ond Economic Development. This wos complied
with by the Ministry of Finonce.

However, subsection (2) requires the certificote to indicote the estimotes of
revenue ond expenditure over the period not less thon 2 yeors. This

requirement wos not met.

The definition proposed in the bill excludes proceeds from the sole of
petroleum orising out of stote porticipoting interest in the opplicoble
petroleum ogreements. This implies thot the Certificote of Finonciol
lmplicotions ought to hove spelled out the revenues thot will occrue from sole
of petroleum orising out of stote porticipotion in the Joint Venture
Agreements ond others, equivolent to l5% of the licensee ollocotion. This-
would hove provided Porlioment with the estimoted revenue foregone t
UNOC. )1F:-
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Finqnciql Yeor Finonciol Yeor- | Finoncio! veor- 2
Revenue (US$) 3.65 million 3.86 million
Expenditure (US$) 2.25 million 2.25 million

toSurplus/ deficit-
Petroleum Fund (US$)

1.4 million l.6l million

ln the onnuol cost structure for UNOC will be os follows

Source: PBO Compufofions
Nofe: Second FY projecfion is bosed on ossumpfion thot production increoses by l0% from
previous yeor ond recoveroble cosfs ore copped of US$ l5 per borrel.

The Committee further noted thot Section 76(3) of the PFM Act requires the
Certificote of Finonciol lmplicotion to indicote the impoct of the Bill on the
economy. The bill ollows UNOC os illustroted obove to retqin huge sums of
money resulting from stote porticipoting interest. ln event of on increose in
internotionol oil prices this omount of money held by UNOC will be significont
ond could offect the prices of non- trodobles in the economy. Price increoses
in the non- trodoble sector will trigger high prices in the export sector moking
the economy uncompetitive.

This in turn will require the centrol bonk to incur higher costs to stobilize prices,
if inflotion pressures resulting from the obove octions ore to be contoined.
Further the copitol requirement by the Centrol bonk needs to be estimoted.
Therefore the CFI ought to hove indicoted the mognitude of these effects to
the economy over o two yeor period.

5.0Key issues in the Bill

The moin issues thot the committee sought to determine ond report on were:

lssue l: Whether Section 3 of the PFMA 2015 defining petroleum revenue
should be omended to exclude proceeds orising from sole of petroleum
orising out of Stote Porticipoting lnterest in the opplicoble petroleum
ogreements.

lssue 2: Whether section 57 of the PFMA 2015 should be omended to ollow
UNOC to retoin proceeds from the sole of petroleum, orising from stote
porticipoting interest, to meet its finonciol obligotions, borne by its self or on
beholf of government, bosed on opplicoble oil ogreements, but without
porliomentory opprovol.

lssue 3: Whether os proposed in section 5(b) of the Bill, the Notionol Oil
Compony sholl deposit the bolonce of the proceeds retqined ofter
expending moneys for the purposes of subsection (5o) into the Petroleum
Fund ond submit o copy of the record to the Minister, the Ugondo
Revenue Authority, the Secretory to Treosury, Accountont Gen
ond the Auditor nerol. .Nf.-
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6.0Stokeholders' Views

The vorious stokeholders thot oppeored before the committee, including the
Ugondo Low Society ond os mentioned obove, with the exception of CSBAG,
commented in support of the three proposed omendments. However,
CSBAG on behqlf of the Civil Society hod strong objections to the
omendments. Their objections ore returned to, loter, hereofter. On the first
issue obout definitions, it wos noted thot the omendments wos consequentiol.
It wos os o result of qmending section 57 of the PFMA 20.l5.

On lssue 2 os to whether Section 57 of the principol Act should be omended,
o possionote oppeol wos mode to the Committee to ollow UNOC retoin ond
spend money of source without porliomentory opprovol. Severol orguments
were odvonced in fovour of the omendment.

Firstly, thot whot wos in the current low will stifle UNOC's obility to poy its

monetory obligotions. Thot UNOC is now o portner in the Upstreom projects
ond is therefore expected to meet its obligotions like the other lnternotionol
Oil componies thot hove been operoting for severol yeors ond hove built
significont finonciol copocity. As on exomple, Totol Energies (formerly "Tolol")
hos o morket copitolizotion (the worth of the compony derived from the
vqlue of its shores held on the stock morket) of USS 121.74 Blllion while
CNOOC (o Notionol Oil compony from Chino) hos q mqrket copitolisotion of
USS 53.21 Billion.

Secondly, thot the current low os it is will stifle UNOC's obility to poy its

monetory obligotions ond os per the opplicoble ogreements. They orgued
thot UNOC will hove significont finonciol requirements to ensure thot the
projects ore developed beyond the first oil ond minimise the penolties thot
moy occrue from deloyed poyments of cosh colls ond thot the provisions will
qllow the compony to grow without externol debt ond therefore remoin
profitoble.

Vorious stokeholders feored thot whereos it is possible for UNOC to receive
funding through onnuol oppropriotions from Porlioment, internotionol
experience hos shown thot such opprooch is extremely costly. lt subjects o
business venture to numerous deloys qnd uncertointy thot ore chqrocteristic
of Government budgeting. This usuqlly results in unpoid cosh colls thus leoding
to significont penolties to the Notionol Oil Compony ond deloyed growth of
the Notionol Oil Compony ond the country's Oil ond Gos sector.

Further, the Committee noted the concern of mony stokeholders, including
the Attorney Generol, thot the oppr process will not guoronte
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UNOC timely ond complete provision of the necessory revenues to meet cosh
colls os they moy be required ond thot this would put UNOC in o precorious
situotion of defoult os detoiled hereunder.

6.1The Adverse Consequences of defoulting on lhe cosh colls:

Dilulion: Under Article 8 of the Joint Operoting Agreements, UNOC
would be required to withdrow from the Joint Operoting Agreements
ond lose its porticipoting interest to the non-defoulting Porties. This

would in effect dilute UNOC's porticipoting interest in port or in whole
depending on the level of defoult. lt is exercisoble if the defoult persists

for 30 doys from the time the cosh coll is mode, ond defoult occurs.

loss of production entillemenl: Under the some Article, the other porties ore
permitted to seize ond sell UNOC's crude oil entitlement to cover the defoult.
This would meon thot UNOC's entitlement to crude oil would be token over
ond sold by its joint venture portners thereby reducing proceeds expected
from the l5% Stote Porticipotion to the Stote. This remedy is exercisoble l0
doys from the dote the defoult occurs.

loss of occess lo informotion. As the projects ore executed, extensive doto is

continuously generoted ond this is importont for the porties to understqnd
production projections, performonce of individuol fields ond other informotion
necessory for the trocking of the country's interest in the projects. UNOC
would lose rights to this informotion in the period of defoult. The Committee
noted thot UNOC would not be oble to odvise Government, in its forecosts
ond plonning without this informotion.

loss of voling rights. UNOC would not vote in the joint venture until the defoult
is cured. This meons UNOC would ceose to porticipote in decisions if it
defoults.

loss of right to porticipote ln meelings: UNOC would not be permitted to
ottend meetings ond will be deemed to hove opprove oll items discussed in
such meetings even if it hos not ottended.

Thot the work progroms ond Budgets ore designed on onnuol bosis bosed on
o colendor yeor Jonuory to December whereos our budgeting process is

from lst July to 3lst June. Thot bosed on this misolignment, UNOC would hove
to bose on ossumed figures for portion of its onnuol budget which could
potentiolly leod to cosh shortfolls ond or defoult on poyments.

Regording how checks ond bolonces, os per the letter ond spirit of the PFMA
2015 will be mointoined, witnesses orgued thot the omendments reflect the
uniqueness of the requirements of the Oil ond Gos sector ond UNOC os on
institution. They orgued thot UNOC is not the only entity ollowed to spend ot
source. They cited other institutions with o similor provision include URA
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UCC omong mony others. Additionolly, thot UNOC will remoin under the
supervision of Porlioment os Porlioment will be receiving UNOC's onnuol work
plons ond budgets ond the Auditor Generol will be onnuolly ouditing UNOC
to ensure complionce with the provisions of the omendment. Further, thot the
Regulotor (The Petroleum Authority of Ugondo) sholl onnuolly opprove the
upstreom work plons ond budgets from which the cosh colls will be poid ond
sholl be supervising the octivities of the Joint Venture Portners.

6.2Submlssion by CivilSociely Budget Advococy Group (CSBAG)
ln their robust submission, CSBAG orgued thot the PFMA, 2015 envisioned thot
ALL public expenditure is bosed on on opproved work-plon ond not on
speciol considerotions or od-hoc implementotion. And thot os such, ony
reform thot ollows expenditure without public scrutiny, especiolly using Oil
Revenue, is likely to ottroct ollegotions of mismonogement ond in some
instonces octuol conuption since Porlioment through the relevont committee
ond by extension of the citizens, will not be privy to some of the cloims thot
will be cotegorized os toriffs ond or other obligotions.

CSBAG further submitted thot the proposed omendment, in its entirety, seeks
to enoble the Ugondo Notionol Oil Compony (UNOC), which is o stote-
enterprise, operote outside the confines of the Public Finonce Monogement
Act,20l5. lf possed into low, UNOC will hove the leewoy to collect revenue
ond keep it outside the Consolidoted Fund ond or Petroleum Fund ond spend
the some without opprovol or oppropriotion by Porlioment. This will hove the
effect of eroding the occountobility ond oversight methods thot ore olreody
in ploce to sofeguord prudent finonciol monogement.

ln oddition, CSBAG submitted thot this provision undermines fiscql
consolidotion ond con be obused os such, os the Compony will be given
provision to spend of source. They orgued thot the purpose for the move
highlighted in the proposed Section 57(5)(o) (i ond ii) is unreosonoble ond
thot our onnuol budget process is sufficient to occommodote ony emerging
finonciol needs of oll Government porostotols, stote enterprises ond
componies like the Ugondo Notionol Oil Compony (UNOC). They cited
existing ogencies like the Ugondo Revenue Authority (URA) whose mondote is

to collect revenue on beholf of Government of Ugondo. However thot it hos
cleor guidelines to enoble them to meet their urgent expenditure obligotions.

"This in our view is the lost noil in the coffin of the story of oil in Ugondo
becouse oll sofeguords ond public scrutiny regording oil revenues will be
lost", they soid os they osked the Committee to reject the omendments,
pointing out thot the bill ottempts to do owoy with the benefits of hoving oll
bodies in contoct with public funds remit the some to the 'fund". CSBAG wos
in strong support of the URA model which permits URA to request for
odditionol funding from the Minister, on the condition thot it does not exceed
the omount opproprioted by Porlioment - Section l4 of the Ugondo Revenuq
Authority Act Cop 196
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7.0 lnlernotionql Experience

A wide ronge of countries were cited by witnesses qs port of their
presentotions on this Bill. Pleose refer to Toble 6.1 below. Most of the
componies were cited qs on the extreme; they hove full outonomy ond it is

only the net revenues ofter costs thot ore tronsferreds to the treosury. These
included SNH of Comeroon; NIOC of lron ond mony others. However, there
were those like the Nigerion Notionol Petroleum Compony (NNPC) which ore
operoting under porliomentory oppropriotion. But os of Jonuory 2016, NNPC
hqd on unpoid cosh colls (debt to the lOCs) of USS 5.6 Billion. This wos
negotioted extensively ond ofter woivers ond poyments hove so for only
been brought down to USS 1.57 Billion os ot the end of Jonuory 2021 (Seven
yeqrs loter).

Ghono under their Petroleum Revenue Monogement Act of 2015, offered
whot oppeored to be o better exomple, protecting its oil compony from
defoulting whilst subject to porliomentory opprovol. Section seven of
Ghono's Petroleum Revenue Monogement Act, 2015 ollows GNPC of Ghono
to retoin proceeds orising from stote porticipoting interest in petroleum
operotions but subject to Porliomentory opprovol. There wos emphosis thot,
thot numerous Notionql Oil componies oround the World, especiolly in their
infoncy, including in Africo utilise the funding mechonism thot the
stokeholders were supporting ond thot therefore the omendment proposol
were in line with lnternotionol Best proctice.

7.1Toble Showing Nolionol Oil Componies' Pelroleum Monogemenl
Syslems

o
The Nigerio Notionol Oil Corporotion (NNPC) doe
not retoin revenue; revenue posses through th
compony to the stote. NNPC is in peren U
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NOC REVENUE MANAGEMENT SYSTEMCOUNTRY

Comeroon

Ihe Notionol Hydrocorbons Corporotion of
Comeroon (SNH tronsfers revenues net of Costs to
government.

lron
The Notionol lronion Oil Compony retoins cost
recovery from oil revenues ond tronsfers the rest
(plus profit oil from "buybock" service controcts) to
government.
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os o result of rigid oppropriotion cycles ogoinst
urgency of cost recoveries ond cosh colls.

The Ghono Notionol Petroleum Corporotion poys
revenue in the petroleum fund but cqn retoin
"equity finoncing cost" ond odditionol omount os
opproved y porlioment (not to exceed 55 percent
of net cosh flow from government interests).
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Ghono

Moloysio
PETRONAS retoins profit eorning ond tronsfers from
dividends, royolties, export duties to the stote; it olso
poys heovy toxes on its own profits.

Mexico
Pemex retoined revenues ond poid income toxes
(officiol rule) shore of gross revenues (frequent
proctice).

Vletnom Petro Vietnom retoins o set percentoge of cqrious
'evenues (e.9., 50 percent of dividends ond
'oyolties) ond poys the rest to the stote.

Angolo
Formol rule hos been for Sonongol to tronsfer
revenues to treosury with minimok retention, but in
proctice, Sonongol retoins mossive omounts of
revenue, with little formol constroint.

Brozil
Petrobros, o highly commerciolised, portiolly
privotised poys toxes/dividends to the stqte.

Norwoy
Stotoil retoins revenues, poys income toxes ond
dividends to the stote.

Soudi Arqbio
Soudi Aromco retoins revenue to cover its costs,
then it poys royolties ond dividends equivolent to 93
percent of its profits.
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8.0 Commillee Observolions ond Recommendqlions

The Committee oppreciotes the business-oriented estoblishment of UNOC
ond thot it moy need uninterrupted occess to finonciol resources to enoble it
meet its obligotions, ond might foce inefficiency chollenges should there be
deloys in occessing resources. The committee olso ocknowledges thot given
thot UNOC is the troding qrm of government, porticipoting in the Stote's Joint
Ventures, it must be empowered to meet its finonciol obligotions.

However, the Committee olso observed thot the Government of Ugondo hos
undertqken o series of reforms, guided by the PFM Reform Strotegy 2018 -
2023 to enhqnce tronsporency ond increosed occountobility which must be
upheld. One of such reforms hos been to encouroge oll Government
Ministries, Deportments ond Agencies (MDAs) thot collect revenue to declore
it through the Consolidqted Fund, especiolly Non-Tqx Revenue (NTR). These
reforms sow the provisions for Appropriotion-in-Aid repeoled from the entire
relevont legol fromework. As such, porostotols like the Ugondo Security
Printing Compony, the Ugondo Driving License System, Public Universities,
lmmigrotions ond Possports, ond the Notionol ldentificotion Registrotion
Authority (NIRA), collect ond remit resources to the Consolidoted Fund, like
the Ugondo Revenue Authority (URA), without spending of source. This

enobles Government to oscertoin its revenue (cosh) position more cleorly in

the Treosury Single Account (TSA) ond os such, rotionolize expenditure.

Secondly, the Committee feors thot if the omendments ore possed in their
current form, they ore likely to undermine the originol intention of possing the
Public Finonce Monogement Act, 2015. The Public Finqnce Monogement
Act, 2015 provides o mechonism whereby budgeted money is spent ond
where shortfolls ond emergencies orise, such con be plonned for in o
supplementory budget.

The Committee is olso cognisont of the odverse likelihood thot this
omendment if opproved in its current form, sholl weoken the occountobility
mechonisms of the existing Stote institutions, yet oil is on importont resource
which should be jeolously guorded to ensure thqt the implementotion of
progroms in thot regord is in line with the Government of Ugondo's opproved
occounting ond ouditing procedures.

The Committee is further wory thot this omendment if possed in its current
form, sholl further undermine the oversight role qnd power of the Porlioment
os qn independent Arm of Government chorged with the duty of supervising
plonning ond expenditure of Ministries, Deportments ond Government
Agencies.

Resultontly, the Committee mointoins thot Porliomentory oppropriotion is on
importont tool of prudent finonciol monqgement. The Committee therefore
seeks to ovoid the erosion of Porlioment's oversight ond supervisory outhority
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over Government bodies os engroved in the Public Finonce Monogement
Act,2015 ond the Constitution of Ugondo 1995. ln the obsence of such
oversight ond supervisory outhority, there will be o cleqr breokdown of checks
ond bolonces on the operotions of UNOC, ollowing it unfettered outhority.

However, the Committee observes thot UNOC sholl be implementing
something unique ond moy require speciol meosures but whilst mointoining
the PFMA 2015 principles in ploce. The Committee olso recognizes the need
to protect UNOC's Stote Porticipoting lnterest qs o porty in the Joint Venture
from defoulting on its vorious petroleum ogreements.

The Committee wos coutious thot Porlioment must olso ensure thot
occountobility mechonisms including porliomentory oppropriotion ore not
eroded by UNOC's operotionol mondote.

Therefore, picking on experiences on how fhe chollenges foced con be
oddressed, the Commiflee recommends o hybrid model which profecfs
UNOC's porticipoting inferesf wilhoul undermining the core principles of PFMA
in Ugondo, including porliomenlory oppropriotion.

On omendment of section 3 of the Act 3 of 2015. whilst occepting the
omendments os consequentiol the committee recommends on omendment
to odd os o lost sentence but..."excludes proceeds retoined fo meel fhe
Nofionol Oil Compony obligofions orising from petroleum ogreemenfs os
opproved by Porliomenl from fime fo lime, ond cosf oil otlribufoble fo sfole
parlicipotion".

On Amendment to Section 57 ol Act 3 of 2015, the committee ogrees thot
UNOC con retoin some money of source. This is intended to mitigote the risk

of money being remitted to the Petroleum Fund ond then is used for other
competing demonds. Retoining revenue of source. is the considered opinion
of the committee thot this will ossure portners in the joint venture thot, in ony
cose, money is ovoiloble.

However, conscious of the foct thot money from stqte coffers must be
opproprioted by porlioment bosed on onnuol workplons ond budgets, fhe
commiftee recommends thot the proceeds reloined should only be used
ofter opprovol by porliomenf. The Committee qlso notes the misolignment
between the budgets of the Joint Venture Potrners which ore bosed on o
colendor yeor os opposed to our notionol onnuol budgeting process which
storts lst July to the 30sr June. Ihe Commiffee theretore recommends o
speciol budgeting colendor ond process for UNOC.

Thirdly, the committee olso notes the serious consequences in the event thot
oppropriotion is deloyed. The commitiee fherefore is recommending thot fhe
process of hondling UNOC work plons ond budgets, sho// be hondled
expedifious/y fo ensure fhot o decision within 15 doys, in order for
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i)

ii)

UNOC not fo defoult on ifs finonciol obligotions. Ihe l5 doys ore given in the
Producfion Shoring Agreements.

Therefore the Committee recommends thot Section 57 of the Public Finonce
Monogement Act 2015 be omended ond;

Thol Porliomenl enqbles UNOC meel its finqncio! obligolions orising
from opplicoble pelroleum ogreemenls qnd Joint Operoting
Agreements, in eqch colendqr yeor, bqsed on ils eslimoled budgets;

Thol Porliomenl enobles UNOC meel its obllgotions borne on ils own
beholf ond on beholf of the Governmenl qs provided for in the Host
Government Agreemenl, Toriff ond Tronsporlolion Agreemenls ond lhe
Eosl Africo Crude Oil Pipeline Act, 2021.

iii) Thqt Porliomenl compels the Nolionol Oil Compony to present the
budget eslimotes lo Porliomenl for opprovol;

iv) Thot Porliomenl provides reslricled limelines of 15 doys within which lo
opprove ond provide o decision on UNOC's budget eslimoles;

v) Thot Porliomenl mqndoles UNOC lo deposit the bolonces on ils
proceeds relqined ofler expendlng moneys for lhe purposes of fulfilling
its obligotions under the pelroleum ogreemenls, inlo lhe Petroleum
Fund. .iij -

We beg to report
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PROPOSED AMENDMENTS TO THE PUBI.IC FINANCE MANAGEMENT
(AMENDMENT) Bt[[,2021

Clouse l: Amendment of seclion 3 of Act 3 of 2015
Clouse I is substituted with the following;
"1. Amendmenl of seclion 3 of Acl3 of 2015
The Public Finonce Monogement Act, Act 3 of 2015 (herein referred to qs the
'principol Act' is omended in section 3 by substituting for the definition of
"petroleum revenue", the following-
"petroleum revenue" meons tox poid under the lncome Tqx Act on income
derived from petroleum operotions, Government shore of production,
signoture bonus, surfoce rentols, royolties, proceeds from the sole of
Government shore of production, ony dividends due to Government,
proceeds from the sole of Government's commerciol interests ond ony other
duties or fees poyoble to the Government from controct revenues under o
petroleum ogreement but excludes proceeds retoined to meet the Notionol
Oil Compony obligotions orising from petroleum ogreements os opproved by
Porlioment from time to time."
Justificolion
To exclude the proceeds retoined to meet the Notionql Oil Compony
obligotions orising from petroleum qgreements os opproved by Porlioment
from time to time.
Clouse 2: Amendment of seclion 57 of Act 3 of 2015
Clouse 2 is substituted with the following;

"2. Amendment of seclion 57 of principol Act.
The principol Act is omended in section 57 by inserting immediotely
ofter subsection (5) the following-

"(5o) Notwithstqnding ony provision of this Act, the Notionol Oil
Compony sholl retoin o portion of the proceeds from the sole of
petroleum orising from the stote porticipoting interest in opplicoble
petroleum ogreements for purposes of -

(i) meeting its finonciol obligotions orising from opplicoble
petroleum ogreements qnd Joint Operoting Agreements,
in eoch colendor yeqr, bosed on the estimoted budgets;
ond

(ii) meeting obligotions borne by the Notionol Oil Compony
on its own beholf ond on beholf of the Government os
provided for in the Host Government Agreement, Toriff ond
Tronsportotion Agreements ond the Eost Africo Crude Oil
Pipeline Act,2021.

(5b) The Notionol Oil Compony sholl present the budget estimotes in
subsection (5o) to Porlioment ond upon opprovol by Porlioment, the
Notionol Oil Compony sholl use the proceeds retoined.
(5c) The budget estimotes presented under subsection (5b), sholl be
opproved by Porlioment within fif n doys. $t__
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(5d) The Notionol Oil Compony sholl deposit the bolonce of the
proceeds retoined ofter expending moneys for the purposes of
subsection (5o) into the Petroleum Fund ond sholl submit o copy of
the record to the Minister, the Ugondo Revenue Authority, the
Secretory to the Treosury, the Accountont Generol ond the Auditor
Generol.

Juslificolion
(i) To enoble the Notionol Oil Compony retoin o portion of the

proceeds from the sole of petroleum orising from the stote
porticipoting interest in opplicoble petroleum qgreements for
meeting finonciol obligotions orising from opplicoble
petroleum ogreements ond Joint Operoting Agreements, in

eoch colendor yeor, bosed on the budget estimotes;
(i) To compel the Notionol Oil Compony present the budget

estimotes to Porlioment for opprovol ond to mondote the
Notionol Oil Compony use the proceeds retoined;

(ii) To provide timelines within which Porlioment is to opprove the
budget estimotes; ond

(iii) To mondote the Notionol Oil Compony to deposit the
bolonce of the proceeds retoined ofter expending moneys
for the purposes of subsection (5o) into the Petroleum Fund.

lnsertion of new clouse 3 to the Bill
The Bill is omended by inserting o new clouse immediotely ofter clouse 2 to
reod os follows;

"3. Amendmenl of Seclion 58 of principol Act
Section 58 of the principol Act is omended Oy,
(i) renumbering the current provision os subsection (l);
(ii) inserting o new porogrqph (c) immediotely ofter porogroph (b) to

reod os follows;

"(c) for opproved investments of the Notionol Oil Compony"; ond
(iii) inserting o new subsection immediotely ofter the proposed

porqgroph (c) to reod os follows;

"For the purposes of this section, "opproved investments" meons
investments opproved by the Boord of Directors of the Notionol Oil
Compony ond Cobinet.

Justificotion
To ollow for withdrowols of money from the petroleum fund for opproved
investments of the Notionol Oil Compony ond to define
investments. ft=-

,(
tJ

t7 V '.[ 
- 4+

$ ,'ir . t'';-"
) .i1 -rl- 'ffi'

)
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T9 Hon. Okwir Samuel Moroto County NRM

20 Hon. Nabukeera Hanifa DWR Mukono NUP

2r Hon. Muwanga Kivumbi Butambala
County

NUP

22 Hon. Ssenyonyi Joel Nakawa West NUP

23 Hon. Nandala Mafabi Budadiri West
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27 Hon. Ocan Patrick
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Hon. Omara Paul
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I.O INTRODUCTION '\it

The Public Finonce Monogement (Amendment) 9il,2021 wos loid on 5th October
2021 ond subsequently referred to the Committee on Finonce, Plonning ond
Economic Development for scrutiny.

Pursuont to Rule 205 of the Rules of Procedure of the Porlioment of Ugondo, we
hereby present o dissenting opinion from the opinion of mojority of the
Committee.

2.0 AREA OF DISSENT

We dissented with mojority of the Committee on the following:

o) UNOC Spending of Source
b) Redefinition of Petroleum Revenue to exclude proceeds retoin by UNOC
c) lsolotion of URA os o Collector of Petroleum Revenues
d) Exclusion of role of Bonk of Ugondo ond lnvestment Advisory Committee
e) Withdrowol of the Appropriotion Powers of Porlioment

3.0 DISSENTING OBSERVATIONS

3.1 UNOC Spending of Source

While the mojority report observes thot retention of revenues of source wos holted
following Public Finonce Monogement Reforms, it still recommends retention of
petroleum revenue by the Ugondo Notionol Oil Compony (UNOC). This is o
controdiction. This omounts to legisloting the perfection of oil curse in Africo. A
similor legol fromework wos opplied in Angolo thot led to unlimited occess of
petroleum revenue by Sonongol, notionol oil compony in Angolo ond its

imprisoned former heod lsobel Dos Sontos. The compony hos been morred by
corruption, wosteful ond fictious expenditures.

3.2 Redefinition of Petroleum Revenue to exclude proceeds to be reloined by
UNOC

The proposed omendment in the mojority report seeks to redefine the current
definition of "petroleum revenue" contoined in Section 3 of the Public Finonce
Monogement Act to the following -

" petroleum revenue " rneons fox poid under fhe lncome Iox Acf on income
derived from petroleum operofions, Governmenf shore of production,
signofure bonus, surfoce renfols, royolties, proceeds from fhe sole of
Governmenf shore of production, ony dividends due to Governmenf,
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proceeds from fhe sole of Governmenf's commerciot interesfs ond ony
ofher duties or fees poyoble fo fhe Government from confroct revenues
under o petroleum ogreemenf but excludes proceeds refoined fo meef fhe
Nofionol Oil Compony obligofions orising from pelroleum ogreemenfs os
opproved by Porlioment from fime fo fime"

This is the thrust of the provisions in Clouse 2 of the Bill where UNOC is seeking to
hove direct occess to petroleum revenue without oppropriotion by Porlioment
ond before it is deposited into the Petroleum Fund. Given the huge proceeds thot
will occrue from petroleum, o 'super' stote enterprise would be creoted with no
oppropriotion controlfrom Porlioment. This roises o risk of estoblishing o potronoge
enrichment enterprise thot is exposed to mossive corruption os envisoged in

Sonongol, notionol oil compony in Angolo thot wos run by the doughter of the
former President Jose Eduordo dos Sonto.

3.3 lsolotion of URA os o Collector of Pelroleum Revenues

Section 57(l ) of the Public Finonce Monogement Act stotes thot
"The petroleum revenue due fo fhe Government sholl be collecfed or
received by the Ugondo Revenue Aufhority".

However, the proposed omendments in the mojority report thot seeks to omend
Section 57 of the Public Finonce Monogement Act would enoble the Ugondo
Notionol Oil Compony collect petroleum revenue, retoin o portion ond deposit
bolonce into petroleum fund with o receipt submitted to Minister, URA, Secretory
to Treosury, Accountont Generol ond Auditor Generol.

The omendments undercut revenue receipts by Ugondo Revenue Authority for it
will be recording bolonce of proceeds retoined by UNOC. Hence URA will not
record full extent of petroleum revenues os required under Section 57(l) of the
Public Finonce Monogement Act.

The proposed omendments olso controdict:
o) Section 3(l)(o) of the Ugondo Revenue Authority Act thot ossigns URA os

the centrol body for ossessment, collection ond occounting for oll
government revenue prescribed in different lows;

b) Section 56(2) of the Public Finonce Monogement Act which directs thot
"fhe pefroleum revenues, which occrue to Government, shollbe poid into
the Petroleum Fund",' ond

c) Section 43 of the Petroleum (Explorotion, Development ond Production)
Act, 2013 for the prescribed functions of UNOC do not include revenue
collection ond retention.
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Exctusion of the role of Bonk of Ugondo
Committee

I

ona lnvestmenl Advisory

Aport from the controdictions, the proposed omendments in the mojority report
seek to underploy the role of Bonk of Ugondo ond lnvestment Advisory
Committee. This presents the following risks:

o) Bypossing of the lnvestment Advisory Committee which is responsible for
the effective utilisotion of the Petroleum Revenue lnvestment Reserve os
provided under Section 63(l) of the Public Finonce Monogement Act roises
risks to the benefits of future generotions ond investments; ond

b) Limiting the role of Bonk of Ugondo in monoging the Petroleum Revenue
lnvestment Reserve, inflotion ond exchonge rote risks thot will orise from
huge revenue flows. Ihis weokens the checks ond bolonces in
monogement of petroleum revenue.

3.5 Wilhdrowing of the Appropriotion Powers of Porlioment

The proposed omendments in mojority report reduces the role of Porlioment to
only opproving estimoted budgets of UNOC. This reduces the oppropriotion
powers of Porlioment to mere opprovol. Approvol con be defined os on oct of
determining whether something is occeptoble or unocceptoble. Approvol hos
no powers to outhorise chorge of the Consolidoted Fund or ony other fund in this
cose the Petroleum Fund. lt is only the oct of Appropriotion thot con instruct o
chorge.
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4.0 PROPOSED AMENDMENTS
-t.a. --i i :, I

4.1 Delete Clouse I

Jusfrfrcofion

To mointoin fhe definition of petroleum revenue os provided in Secfion 3 of fhe
Public Finonce Monogemenf Acf. Ihis will ensure thot oll pefroleum revenue is

deposifed into the pefroleum fund ond thereofter withdrown for outhorized
expendifures os provided in Secfion 58 of fhe Public Finonce Monogemenf Acf.

4.2 Substitute Clouse 2

" l. Amendment of Secfion 58
Secfion 58 of the Public Finonce Monogement Act,20l5 is subsfifuted with the
following -

(l)Wifhdrowols from fhe Petroleum Fund sholl only be mode under
Appropriotion by Porliomenf ond worront of the Audifor Generol in the
following priorify -

(i) fo fhe Nofionol Oil Compony for purposes of meefing fhe obligofions
orising from opplicoble petroleum ogreemenfs, Joint Operoting
Agreemenfs, Hosf Governmenf Agreemenf, Toriff ond Tronsporfofion
Agreement or under on Acf of Porlioment;

(iil to fhe Consolidoted Fund fo support the notionol budget; ond
(iii) fo fhe Petroleum Revenue Invesfmenf Reserve, for invesfmenfs fo be

underfoken in occordonce wifh Secfion 63.

(2)The obligotions under subsecfion (l)(il sholl be opproprioted by Porlioment
within fiffeen doys from fhe dofe of submission.

Jusfifrcofions

o) To ensure thot oll pefroleum revenue is deposifed info the Petroleum Fund
before being spenf;

b) Mointoining oppropriotion powers of Porliomenf;
c) To prevenf creotion of 'super sfofe enferprise' thot would be prone fo

pofronizotion ond corruption; ond
d) To ensure fhof UNOC gefs expedifious considerofion of cosh colls orising

from fhe petroleum re/ofed ogreemenfs ond oppropriotion from fhe
Petroleum Fund withouf necessorily being resfricfed by to the normol
finonciol yeor budgeting cycle.
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4.3 Delete the new Clouse 3 proposed in mojority report

Juslificotion

Ihe invesfmenf needs of UNOC con be oddressed in fhe normol budgeting
process ond do not require preferenfiol freofment for they ore foreseeob/e. Ihe
enfify's invesfmenfs con be occommodofed ond opproved os multiyeor
expendif ure commifmenfs under Secfion 23 of the Public Finonce Monogement
Act.

5.0 coNctusroN

Rt. Hon. Speoker ond Members, I implore you to support the Minority report.

WE BEG TO SUBMIT
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