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What s
What is ESG?

Enviroment Social Governance
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ESG IN INFRASTRUCTURE
PROJECTS

eThe World Bank has the Environmental and Social Policy for Investment Project
Financing that sets out the requirements that apply to borrowers who seek financing
from the Bank.

eThe World Bank seeks to support projects that are green, protect people and the
environment and advance areas such as the labour force on projects, non-
discrimination, climate change and biodiversity

e|ln 2015, the World Bank approved funding for infrastructure development in Western
and Eastern Uganda worth US S 243M.
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e Out of the said World Bank funding, a contract worth
US S 35M was signed between Uganda National
Roads Authority and a Chinese State-Owned
Construction Company for the construction of one of
the roads In the Albertine Graben area, in Western
Uganda where oll production is slated to take place.

e During the construction of the road, the workers of the
contractors engaged In sexual exploitation of young
girls in the nearby school and some of the girls were
iImpregnated by those workers. A local NGO blew the
whistle and the World Bank commenced investigations
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ESG

e On 4th August 2016, the World Bank released a report
regarding this incident. The consequence of these social
violations led to the suspension of the World Bank

funding worth US S 243M.

e |n Uganda, most of the World Bank funded projects
worth more than US S 10M are governed by the FIDIC
Conditions of Contract published by the International
Federation of Consulting Engineers.

aeryad:
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e |n all construction contracts, one of the main
obligations of the employer is to the contract
price.

e In the 1999 editions of the FIDIC Contracts,
the Contractor has a rnight to request the
Employer to provide reasonable evidence
that financial arrangements have been made
and are maintained to enable the Employer
pay the contract price.
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e Because the World Bank had suspended
funding to these Infrastructure projects,
Contractors, who led to this crisis,
demanded from the Employer proof of
financial arrangements, which had been
suspended.

e The consequence was these contracts were
terminated and the financial consequences
were severe. The fact that most funding
agencies emphasise compliance with ESG
policies, Arbitrators must be aware that
disputes are likely to me more prevalent
from such rights.
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Contact us:

®) +256 789 519 111

(m) info@constructionlawinstitute.com

Q Plot 28 Golf Course Road, Kololo, Kampala.
www.constructionlawinstitute.com
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