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KAMPALA CITY COUNCIL 

ACCOUNTS FOR THE YEAR ENDED 30TH JUNE 2003 

TOGETHER WITH THE REPORT AND OPINION THEREON 

BY THE AUDITOR GENERAL 

 
 
1 INTRODUCTION 
 
The accounts for each division were prepared separately in compliance to 

section 87 of the Local Government Act, 1997.  The divisional accounts were 

subsequently consolidated with Headquarter accounts to reflect the results of 

council as a whole. 

 
2  OPINION: 
 

The above accounts have been audited under my direction in accordance 

with article 163 of the constitution as amplified by section 87 & 88 of the 

Local Government Act 1997.  I obtained all information and explanation that 

I required to perform the audit.  Subject to the observations contained in the 

report below, the accounts show, in my opinion, a true and fair view of the 

council's state of affairs for the Financial Year ended 30th June 2003. 
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REPORT: 

3 CONSOLIDATED ACCOUNTS. 

3.1 Revenue Performance: 
 

Kampala City Council through the five divisions planned to collect a total of  

Shs. 30,613,486,000 in local revenue. Total collections (actual) amounted to  

Shs.15, 069,820,566=(50.8%), creating a shortfall of Shs.15, 543,665,434=   

Major sources of Local revenue, which registered poor performance, include 

Trading Licences, Land premium, and property taxes.  

 

There is need to strengthen the Revenue unit by devolving the now centralised 

role of this unit to the divisions currently with no such units. Positions of Revenue 

accountants should be created and filled at the divisions to effectively monitor 

revenue collections and closely supervise the Cashiers. 

Overall Divisions' performance is as follows:  

 

Division   Budgeted   Actual Collections  Shortfall % performance 

Nakawa      5,962,123,000 2,355,261,143 3,606,861,857    39.5  

Cental    14,869,201,000 8,775,774,034 6,093,426,966    59.0 

Makindye     4,180,533,000 1,268,914,471 2,911,618,529    30.4  

Lubaga     1,919,692,000 1,145,271,304    774,420,696    59.7 

Kawempe     3,681,937,000 1,524,599,614 2,157,337,386    41.4  

Total    30,613,486,000 15,069,820,566= 15,543,665,434=    50.8 

 

3.2  Management of Debtors and Creditors 
Majority of the debtors have accrued over years and now stand at shs 

20,248,954,228. The bulk of this figure is constituted of property rates from 

which Council planed to collect shs 14,713,516,000 but realised only shs 
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985,485,754 (6.7%). Poor performance of this nature indicates that unless 

deliberate efforts are made towards recovery of these debtors, it highly doubted 

whether Council is able to settle its liabilities that have increased from shs 

5,166,207,398 reported in the previous financial year to shs 7,977,823,770 in year 

under review.  

Meanwhile, bad debts continued to be provided for at a flat rate of 30% on the 

global figure of debtors. As stated in my previous reports, this blanket provision 

is unrealistic and contrary to the law. Provisions should be made for specific 

debtors based on aged schedules and after all reasonable steps to recover have 

been taken and proved futile. 

 

3.3  Deposits: 

Deposits are composed of funds accumulated and payable to statutory authorities 

and other bodies as a result of various forms of deductions made from salaries 

and wages paid to council employees.  

However due to shortages in cash flows, net salaries/wages are paid out to the 

employees, and Council only remits these deductions to the relevant bodies and 

authorities when the cash flows improve. By June 30th, a total of shs. 

612,582,258 remained unremmited to these authorities and bodies, an act likely to 

attract penalties. 

 

PAYE   -  495,485,588  

NSSF   -    12,744,657  

Union dues  -      2,844,971  

KCCC Coop. Society  -       712,000   

Pension scheme -  100,795,042   

     612,582,258 



 4 

3.4  Capital Outlay and Reserves. 

Fixed assets in the Balance sheet are stated after taking into account the 

accumulated deprecations.  The net value of Capital Outlay of shs 23,304,604,628 

appearing in the balance sheet is based on the 1988 revaluation and subsequent 

acquisitions.  

Although another revaluation exercise was recently conducted and put the value 

of the assets at 78.55bn, the results are yet to be incorporated in the Balance 

Sheet.  Because of this, the negative trend of the capital reserves has not reversed, 

as would be expected if the revaluation results were included in the financial 

statements. 

 

3.5  Reported Losses of Revenue: 

Council carried out an internal investigation on alleged misappropriation of 

revenue collection from plans submission fees in all its Divisions.  It was 

discovered that the receipting programme in the Ledger Works was being 

manipulated and figures altered on the duplicate receipts for revenue received 

from this source of local revenue.   

A special audit conducted confirmed this malpractice through which Council lost 

well over 236m.   

The cashiers involved were all interdicted and by the time of writing this report, 

Council Management was yet to take further action. 

Summary of the losses 

Central Division    64,225,074 
Kawempe Division   19,053,568 
Makindye Division   12,398,870 
Nakawa Division           109,666,232 
Rubaga Division    31,082,681 

              236,426,425   
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There is need to strengthen internal controls in all the Divisions to stop reoccurrence of 

such malpractice.  Major weaknesses identified during the course of audit and need to 

be addressed include the following: 

- Non-retention of assessment documents at cash offices. 

- Absence of periodic reconciliations between cash offices and assessment sections. 

- Understaffed Internal Audit department. 

- Management of information Technology in Council. 

 

4. HEADQUARTERS 

 

4.1  Uncollected revenue from the Taxi park/parking operations: 

Taxi park operations continued to be managed by UTODA while street-parking 

contract was re-advertised and awarded to Multiplex Ltd. 

 

(i)  Taxi Park 

By end of the financial year under consideration, a total of shs. 557,293,000 

remained unremitted by UTODA in relation to the debt outstanding as reported in 

my previous report of 2001/02 financial year.  

Although this debt was reduced to shs 335,293,000 between Nov 2003 and Feb 

2004, it was noted that the contract for UTODA to manage the Taxi Park 

operations expired in Sept. 2003. At the time of writing this report, UTODA 

continued to manage the Taxi Park without any contractual agreement with 

council.   

In their meetings August and October 2002 respectively, the Finance committee 

and full council meetings recommended that "No tender should be given to 

contractors with arrears". This stand has not changed although the Tender Board 
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has not taken any action to review and advertise for management of the Taxi 

parks. 

(ii) Street Parking: 

Although the new contractors for management of Street Parking, Multiplex Ltd. 

seemed to have offered "better" terms in both amount and terms of payment i.e. 

shs. 80m per month payable in advance, this worked for only one month.  

Payment for the month June 2003 remained outstanding by end of the financial 

year, thus defaulting on its bid/offer terms.  

Meanwhile, shs. 70 million remained uncollected from Green Boat 

Entertainment, the firm formerly contracted to manage Street parking.  This is in 

addition to a waiver of shs. 90m by Council made under unclear terms. 

 

4.2  Non -deduction of statutory taxes 

4% Withholding tax amounting to shs. 9,016,978 were not deducted at source 

from payments to suppliers of goods and services made to Council. 

Although the Accounting Officer stated that Council still owed money to these 

suppliers and agreed to deduct the amount from the subsequent payments, this 

was yet to be implemented at the time of writing this report. 

Council is advised to desist from this practice as it may attract penalties from the 

tax authorities. 

 

4.3  Book keeping in UPE Schools 

Standards of book keeping in a number of UPE Schools within City Council 

require improvement in a number of areas. 

(i) A number of schools still mixed up the UPE funds together with school 

funds such as PTA and SFG. This mix up created complications for the 

schools while preparing accountabilities for the different funds. 
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(ii) Cashbooks are not balanced and reconciled to the bank statements on a 

monthly basis as required. 

(iii) There is need to implement the legal requirement for Sub Accountants at 

the divisions to carry out inspections of UPE records and books of account 

in the schools.  

 

 

5 CENTRAL DIVISION. 

 

5.1  Uncollected Revenue from Markets. 

In a bid to enhance revenue collections, Council contracted out management and 

collection of revenue from markets. During the financial year 2002/03, the 

division did not collect an amount of shs. 570,166,260 from the firms and 

individuals who were contracted to collect revenue from a number of markets No 

justifiable reasons were given why the amount remained uncollected from the 

contractors by end of the financial year. 

 

5.2  Non-deduction of Withholding tax 4%. 

The Division made payment to various suppliers of goods and services without 

deducting withholding tax to the tune of shs. 6,320,658.  The accounting officer 

stated that there were delays in remitting the amount to URA due to cash flow 

problems and that remittances were made later.  However, this could not be 

confirmed, as there was no receipt from the tax authority. 
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5.3 Uncompleted project under LGDP 

A local firm, Park Build (U) Ltd. was contracted by the Division to construct a 

multi-purpose school shade in Civic Centre Parish during the Financial Year at a 

contract sum of shs 11,278,610. 

The firm was paid an amount of shs 13,622,683, leading to an over payment of 

shs 2,344,073, and yet the shade remained uncompleted. The Accounting Officer 

was advised to compel the firm complete the works and also recover the over paid 

funds. 

 

 

6. MAKINDYE DIVISION 

 

6.1  Payments for untendered supplies 

A total amount of shs. 21,450,000 spent on goods and services procured by the 

Division during the financial year under review lacked Tender Board Authority.  

Although the accounting officer submitted that he had written to the Tender Boar 

requesting for ratification of the transactions, no minute was available from the 

Board at the time of writing this report. 

 

6.2   Non-deduction of 4% Withholding tax. 

The Division made payments to various firms for supply of goods and services 

without deducting the mandatory 4% withholding tax to the tune of shs. 

1,143,614. The accounting officer explained that the payment made to the firm 

was partial payments and that the tax would be deducted from the subsequent 

payment and remitted to the tax authority. This was yet to be implemented at the 

time of writing this report. 
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7. KAWEMPE DIVISON 

 

7.1  Uncollected Revenue. 

As a policy of council, all revenue collection from all markets was privatized and 

for Kawempe Division, the tenders were awarded to various firms and individuals 

and required to remit a fixed sum per month.  A total shs. 71,427,200 was not 

collected from the tenderers who defaulted on the payment terms.  The 

accounting officer stated that efforts were being made to recover the money 

although no other details were available at the time of writing this report. 

Meanwhile 74 stalls in Wandegeya B market are let out at a monthly fee of only 

shs. 5,000 per month, a rate considered to be below the market value of the stalls 

in such a prime location. 

 

Adjacent to this Market (Wandegeya B), Council owns a plot on which unknown 

individuals constructed a total of 43 lockup shops (Bermuda Triangle).  Each 

shop is let out at an average rate of shs. 100,000 per month.  The legal status of 

the shops is not clear and no benefit accrues to Council. 

 

7.2  Untendered Supplies. 

The division made payments totaling to shs. 10m in respect of supplies of goods 

and services without the authority of the Tender Board.   

In his submission, the accounting officer stated that it was not deemed necessary 

to seek Tender Board Authority because the funds were from a different 

programme, (The City Community Challenge) meant to improve the social 

welfare of slum dwellers. The explanation given is not satisfactory to justify the 

expenditure without the Tender Board authority.  
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8. RUBAGA DIVISION 

 

8.1 Uncollected Revenue 

(i)  Rent from Kisingiri Housing Estate. 

Following the policy by the ministry of Defence to divest itself of the 

responsibility to pay rent for officers who were residing outside the Barracks, in 

June 1999, the Division officials were advised to enter into tenancy agreement 

directly with the officers occupying the houses. However the Division failed to 

enter into tenancy agreements with the concerned officers, as a result of which a 

total of shs. 94,850,000 remained uncollected from the tenants by the end of 

2002/03 financial year.   

 

(ii)   Market Revenues. 

Markets are one of the privatized sources of local revenue for Council. Although 

the tenderers are contracted to collect revenue from the markets and remit to 

Council, on a monthly basis a fixed sum of money, the tenderes of Nateete and 

Nakolongo markets did not remit a total of Shs.29,311,916 to the Division. 

 

8.2  Payment of Garage Bills. 

The Division made payments totaling to Shs.6,022,000= to various garage 

workshops for repair of its vehicles.  However, the payments were neither 

supported by local purchase orders nor completion certificates.  One of the 

garages (Kawalya garage) was not among the Tender Board approved list of 

garages to carry out repairs on council vehicles during the financial year. 
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8.3 Expenditure on hire vehicles. 

A total of Shs.34,200,000= was incurred in respect of hire of vehicles for use by 

division officials (Shs.11,880,000= was paid and Shs.22,320,000= remained as 

outstanding bills). 

The 2002/03 budget did not provide for hire of vehicles and the expenditure was 

wrongfully charged on the code for purchase of a vehicle. 

The rate of hire of an old vehicle from a local firm at the rate of Shs.80,000= 

(division separately provided fuel & oils and servicing), lacked authority from the 

Tender Board and was not backed by any contract agreement between the 

Division and the firm. 

 

9 NAKAWA DIVISION 

 

9.1 Uncollected Revenue. 

Revenue collection in the Division from Markets was contracted out to private 

individuals and firms in a bid to enhance revenue collection from this source.  

However, a total of Shs. 123,512,000 remained uncollected from markets located 

in the division.  Part of this revenue may prove difficult to collect as contracts for 

some of the markets were terminated.  The Division accounting officer attributed 

this to conflicts of ownership of plots where the markets are allocated.  The 

division does not own most of these plots, thus the Landlords always want all the 

revenue collected.  It is recommended that Council buys/leases plots for 

establishing its own markets where the division can have full control over 

ownership and revenue collection. 
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STATEMENT OF ACCOUNTING PRINCIPLES & NOTES: 
 
The principles adopted in the preparation of the 2002/2003 Final Accounts are detailed below: - 

1) Accounting Concepts 

 The Accounts have been prepared in accordance with the historical convention and on 

accrual basis. 

 

2) Exchange Rate 

For this report, especially on the First Urbana Project, 1$ = 2,000 Uganda Shillings. 

 

3) Overdraft at Headquarters (Note 1) 

This has been maintained at shillings 750 million at Headquarters. 

 

4) Debtors (Note 3) 

These are for Headquarter managed contracts, which include, Street parking, taxi park 

operations and hire of city hall premises. They are reflected on actual expected amounts, 

as these are privatised sources. Notes for other contracts managed by the divisions are 

reflected in their respective booklets submitted. For Divisions it includes 30% from 

headquarters not remitted and for headquarters 50% not remitted by divisions. 

 

5) Creditors (Note 5) 
All supplies and services were accrued on the basis that the accounts reflect full years charge.  Central 

Division includes 50% revenue collection un-remitted to headquarters. 

 

6) Deposits. (Note 7)  

These are salaries and wages deductions effected but not yet remitted e.g. PAYE, NSSF 

and National Insurance Pension Scheme Deductions, Union dues, KCC Coop Society and 

PAYE on Councillors and other statutory bodies. 

  

 

7) Earmarked Funds Under Current Liabilities. (Note 8 & B/S Note 10) 
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The balance sheets recognise the bank balances of the LDGP Accounts in the Divisions     and the 

Conditional grants at Head office as funds with specific purposes hence reported as earmarked funds under 

current liabilities. 

 

8) Valuation of Assets & Investments (Note 6) 

a) Capital Expenditure: - 

Is stated at acquisition cost less any depreciation where applicable details refer to the schedule for 

Aggregate Capital Account.  Capital expenditure involves the creation of assets the benefit of which will be 

available to future years. As indicated in another note below, assets acquired using grants sent at Division 

level have also been capitalised. 

 

b) Stores & materials: - 

 All consumable stock (stores) brought into account has been valued at the acquisition 

cost. 

 

c) Depreciation: 

This has been computed at the following rates, and on a reducing balance basis.  

 Buildings   - 3% 

 Vehicles   - 25% 

 Furniture & Equipment - 12.5% 

The depreciation charged has been netted off the surpluses made in order to recognise the 

loss of value of the assets during the year. Previously, depreciation was erroneously 

charged to General Reserve Account. This has now been corrected and an adjustment 

made for the previous one year. (See Note 9) 

 

9) Committees as Expenditure Centres: (Note 11) 

 Expenditure has been grouped/summarised according to the relevant Expenditure 

Committees to give uniformity of format in presentation. Below is the composition of the 

relevant committees: - 

 

(a) Finance, Planning, Production, Marketing & Administration Committee 

This is composed of Town Clerk, Treasury, and Audit Department. Legal Department is under 

Management Support Services Committee, however the line political committee it reports to, is 

Finance, Planning, Production, Marketing and Administration Committee. 
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 (b) Health and Environment Committee 

Public Heath Department and Environment Activities. 

 

 c) Gender and Community Services Committee 

Composed of Gender Welfare and Sports Department (not in schools). 

 

d) Education and Sports Committee 

Education Department i.e. Teachers salaries, UPE, Classroom Construction, Sanitation in schools, 

Capitation, Pension and all Education related expenses and sports in schools. 

 

e) Technical Services and Works Committee 

Engineering and Physical Planning Departments. 

 

            f) Management Support Services Committee. 

These are Personnel, Legal and Management expenses. However the line political 

committee is Finance, Planning and Economic Affairs. 

 
g)       Council, Committees, Boards and Commissions. 

This is used solely for the Councillors expenses at LC V and Council statutory 

boards namely: - Tender Board, Land Board, District Service Commission, 

Human Rights Committee and District Public Accounts Committee. 

 

10) General Reserve Account 

These have been adjusted to reflect the proper treatment of Depreciation. 

 

11) Capital Discharged Account 

These have also been adjusted to allow proper treatment of depreciation and current 

capital discharged. 

 

12) First Urban Project: (Note 12) 

 This project ended on 30th June 2000 and it has paved way for the Nakivubo Channel Rehabilitation 

Project. 

The loans of  $22,680,000 for IDA (International Development Association) and $ 3,073,812 for NDF 

(Nordic Development Fund) were fully capitalised. 
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Loan repayment commenced on 15th April 2001 and 15th October 2001, by the Government of Uganda 

paying part of the loan passed over to KCC as a grant. KCC will be required to service the loans beginning 

with 15th April 2005 onwards for 30 years and the anticipated repayment amount is $686,768 per 

instalment. 

 

The FUP expenditure was capitalised to the tune of Shs. 53,635,765,846 as shown in Note 6(a). We 

reversed this expenditure from Capital Discharged as it was wrongly treated previously. This account will 

be charged as and when the loan is repaid. 

 

The total loan amount outstanding as at 30th. June 2003 is Shs. 51,507,624,000. (Note 14) after restating it 

at the current exchange rate of � 2,000 to a dollar. This created an exchange loss of Shs. 3,090,457,440 

which has been charged to the headquarter Revenue and Expenditure account. 

 

 

 

 

13) Nakivubo Channel Rehabilitation Project (NCRP) and Local Government Development Programme 

Component 3. (Note 13) 

 

a) Nakivubo Channel Rehabilitation Project- CR 3203, a total of SDR 16.5million (Equivalent to US $ 

22.37 million) IDA loan was extended as a grant to Kampala City Council by Government of Uganda. The 

funds are to improve drainage in and around Kampala City and to improve on the capacity of Kampala City 

Council in the delivery of services. 

Under this agreement, KCC is to contribute to the project through the GOU, SDR 1.55Million (US$ 

2.5Million) as counterpart funds. These funds were to be obtained from the proceeds of the sale of KCC 

staff houses and housing estates. This year council contributed 1,320,691,340 to the project. 

 

b) Local Government Development Programme- CR 3295. The Government of Uganda got a loan from 

IDA and passed over a specific component (Component 3) of US $ 15Million. 

Under this component, Kampala City Council is required to contribute US$ 1.67Million to counterpart fund 

the activities under this component. In addition KCC is required to put aside Shs. 330million every quarter, 

effective January 2001, under the project as operations and maintenance of solid waste activities as the 

project winds up. This year council contributed Shs. 1,950,000,000 to the project. 

 


