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1 OVERVIEW  

 

This Volume contains summarized reports of 10 Value for Money (VFM) audit detailing 

findings, conclusions and recommendations made for each of the VFM studies.  The detailed 

reports have been separately issued and copies are on the website (www.oag.go.ug) and can 

also be availed upon request, from the Office of the Auditor General. 

 

1.1  MANDATE 

 

The 1995 Constitution of the Republic of Uganda and the National Audit Act, 2008 require the 

Auditor General to undertake Financial and Value for Money Audits and report to Parliament as 

set below: 

 

The Constitutional provisions are as follows: - 

 

1.1.1 Article 163 (3) of the Constitution requires the Auditor General to:  

 

(a) Audit and report on the public accounts of Uganda and of all public offices including the 

courts, the central and local government administrations, universities and public  

institutions of like nature, and any public corporation or other bodies or organizations 

established by an Act of Parliament; and 

 

(b)  Conduct Financial and Value for Money audits in respect of any project involving public 

funds. 

 

1.1.2 Under Article 163 (4) the Auditor General is required to submit to Parliament annually a report 

of the accounts audited by him or her or under clause (3) of this article.  

 

1.1.3 The National Audit Act, 2008 (NAA)  

The NAA under section 21 gives powers to the Auditor General to carry out Value for Money 

audits for purposes of establishing economy, efficiency and effectiveness of the operations of 

any department or Ministry, Local Government Councils, and any Public organization. 

http://www.oag.go.ug/
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1.2 VISION, MISSION AND CORE VALUES:  

 

1.2.1 Vision  

The vision of the offi ce of the Auditor General is ñTo be an Effective and Efficient 

Supreme Audit Institution (SAI) in promoting public Accountability in the use of 

Resources in the enhancement of good governanceò.  

 

1.2.2 Mission  

The mission of the office of the Auditor General is ñTo audit and report to the Public and 

there be make an effective contribution in improving public accountabilityò. 

 

1.2.3 Core Values  

The office of the Auditor General is run on three (3) specific core values which motivate and 

guide staff in their endeav ours to achieve the vision and mission of the office.  These core 

values are:- 

 

 Integrity  

 Objectivity and 

 Professional Competence 

 
1.3 SCOPE OF AUDITOR GENERALôS WORK IN RELATION TO VFM   AUDITS 

 

 
1.3.1 The Audit  

 
A VFM audit is an examination which provides an objective and constructive assessment of the 

extent to which the audited body has used its resources in carrying out its responsibilities with 

due regard to economy, efficiency and effectiveness.  VFM audits endeavour to evaluate if 

activities, programmes or projects involving public funds in Ministries, departments, local 

government councils and any public organizations have been managed with respect to  

economy, efficiency and effectiveness and the extent to which they might have not been met.    

Economy, efficiency and effectiveness can be defined as follows:- 

 

 Economy ï Minimizing the cost of resources used for an activity, having regard to 

appropriate quality. 
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 Efficiency ï The relationship between the outputs, in terms of goods, services and 

results, and the resources used to produce them. 

 Effectiveness ï The extent to which objectives are achieved and the relationship 

between the intended impact and the actual impact of an activity.  

 

Value for Money audits are conducted in accordance with International Organization of 

Supreme Audit Institutions (INTOSAI) standards.  Those standards require that a performance 

audit should be planned, conducted and reported on in a manner, which ensures that an audit 

of high quality is carried out in an economic, efficient and  effective way and in a timely 

manner. 

 

In carrying out such an audit, the A uditor takes an in-depth look at the way a particular 

Ministry, Project or Public Institution has planned the task undertaken and whether good 

management practices and sound judgment were applied. 

 

A VFM audit attempts to determine if the initial objectives set at the beginning of an 

undertaking were achieved.  As a consequence of that, it is deduced as to whether due regard 

for efficiency, effectiveness and economy is present and recommendations for improvement 

are made in those areas where it is felt that deficiencies have occurred.  

 

1.4 KEY ISSUES IN THIS VOLUME :  

 

1.4.1 Procurement and storage of Drugs by National Medical Stores:  

The main findings of the study are:  

i. NMS stocks drugs without regard to buffer stock levels resulting in certain drugs being in  

excess of the one yearôs requirement while others are under-stocked. There were huge 

stocks of expired drugs within the stores of NMS.  This was due to NMSô inability to use 

the appropriate data to plan and procure the right types and quantities of drugs to meet 

customer requirements. 

 

ii. Despite the requirement to destroy expired drugs within six months after write off, there 

were expired drugs at both NMS premises and Health centres countrywide which 

remained undestroyed for an average period of six (6) years.  Drugs which expired in the 
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NMS premisesô, were a result of excess stocking of slow moving drugs procured by NMS 

and third parties. The causes of non prompt destruction of expire d drugs in public health 

units were due to: lack of capacity of health units to individually dispose expired drugs 

because of strict environmental compliance requirements, lack of clarity on the 

responsible Authority for destruction of expiries in health facilitie s country wide, logistical 

difficulty in accessing the only facility in the country which was located in Nakasongola 

and the high cost of destruction per ton  of drugs. There are also no clear guidelines and 

criteria designed to ensure drugs that expired in  the up country health centres were 

retrieved for destruction.  

 

iii. Although NMS is mandated to supply drugs and medical supplies to all public heath 

services,it was noted that , in a number of cases, NMS did not supply drugs and medical 

supplies to meet Public health unitsô needs as per their orders. This was because of NMSô 

inability to use the appropriate data to plan and procure the right types and quantities of 

drugs to meet customer requirements.  

 

iv. NMS did not maintain proper procurement plans in accordance with the sto ck 

replenishment policy, and used unreliable Average Monthly Consumption (AMC) data.  

 

v. NMS carries out needs assessments but uses data based on actual AMC sales for the   

previous six monthsô which excludes customer orders that are not honored resulting in 

improper projections of drugs to procure.  

 

vi. NMS received stores and distributed drugs procured by third parties but the MOUs 

signed by both parties lacked clear terms of coordination related to joint procurement 

planning leading to duplicated procurement of the drugs.  

 

vii. NMS did not have a clearly spelt out policy on the standard time it should take to process 

a customer order from receipt to delivery at customersô District or self pick at NMS 

premises. As a result of this it took 31 days to d eliver the customer orders. 
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1.4.2 Inspection of Primary Schools by Ministry of Education and Sports:  

i.  Legal Mandate of ESA : 

ESA did not have an enabling legal framework approved by an Act of Parliament but 

operated under a cabinet directive. In the a bsence of a strong legal framework ESA 

could not perform as an independent arm of Government.  

However, the Education Act, 2008 transformed ESA into a Directorate of Education 

Standards in MOES; with this Act in place, the legal status of DES was now defined and 

clear. 

ii.  Staffing levels : 

The Directorate had a staffing level of only 46% of the approved establishment.  The 

problem of understaffing was caused by the inability of ESA to motivate and retain its 

staff. The resultant high ñinspector ï schoolò ratio at the natio nal and regional levels 

made it practically impossible for ESA inspectors to regularly inspect all the schools, 

monitor and coordinate the district inspections .  

 

iii.  Inspections : 

It was noted that s chools were not regularly inspected. This was attributed to l ow 

staffing levels of inspectors, inadequate supervision and monitoring of inspectors and 

inadequate provision of logistics to carry out inspections. This resulted into laxity in 

attendance by both teachers and pupils which resulted in high absenteeism among the 

teachers and pupils, conflicts in schools, teachersô underperformance and low syllabus 

coverage hence poor performance in schools. 

  

iv.  Dissemination of Inspection findings and reporting frequency : 

Districts and municipalities did not adequately prepare annual and quarterly reports on 

inspections carried out. This was attributed to Inspectorsô failure to carry out any 

inspections thus making it impossible to prepare reports and lack of awareness on the 

requirement to prepare these reports. In the absenc e of these reports, MOES formulated 

policies on schools without adequate information from the majority of the m. 
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v.  School Improvement Plan  

None of the schools visited had prepared a School Improvement Plan. It  is the 

responsibility of the CAO, DEO, CCT, in liaison with DIS and Head teachers to assist 

schools in developing and implementing improvement plans aimed at addressing issues 

raised in the inspection report.  This was because head teachers lacked skills to prepare 

them and additionally, they had not be en guided by the inspectors. In the absence of a 

SIP, follow up of recommendations becomes difficult.  

 

vi.  Monitoring and Evaluation of inspectors  

There was no evidence to confirm that inspectors were monitored and evaluated. This 

was caused by lack of awareness on what was required of DEOs and CAOs to enable 

enforcement of such procedures. In the absence of proper monitoring and evaluation, 

weaknesses in the inspection process remained undetected.  

 

vii.  Inspection work plans : 

Inspection Work plans were not consistently prepared by the district inspectors. 64% of 

Districts and Municipal Councils visited had prepared annual work plans while 36% had 

not.  29% of th ose with annual work plans had not broken down their work plans into 

quarters.  The failure to prepare workplans was attributed to inspectors being laxed. 

Inspections could therefore not be carried out in a planned  manner in the absence of 

such approved work plans.   

 

viii.  Monitoring quality of service provided by district inspectors  

There was limited supervision or monitoring by ESA in the Local Governments during the 

period under review. Evidence availed showed that there was very limited formal 

interaction between the ESA and the district inspectors in the form of workshops, joint 

inspections or meetings during the period. This was attributed to lack of monitoring 

capacity by ESA in terms of personnel, funding and logistics. Limited partnership and 

collaboration between ESA and district Inspectors affected the quality of service in 

inspections. The benefits that could have been derived from the joint efforts could not 

be realized. 
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1.4.3 Pension processing by the Department of Compensation ï Ministry of Public 

Service : 

i.  Overall Pension Processing  

The audit revealed long pension processing time. It takes on average 23 months for 

the traditional civil servants and 30 months for the teachers to access the pension 

payroll instead of the expected 6 months. The delay was attributed to , among other 

things: the lack of a communication strategy;  the failure by the  MoPS to use the 

existing records of retired officers to com mence timely pension processing; the 

unreliable Pension Information Management System (PIMS); and interruption of the 

serving officers by pensioners.The delays lead to distress at the various stages of  

pension processing  as described below:- 

 

ii.  Receiving and Approving Pension Application Forms  

MoPS took an average of 13 months and 16 months to acknowledge receipt of 

pension applications for the traditional civil servants and the teachers respectively 

instead of the required 14 days. It was noted that officers take long to file 

application letters and documents before compiling a list for submission to the PS or 

delegated officer. The delay was caused by lack of time limits allocated the to sub 

activities carried out before the submission of application forms to the PS or 

delegated officer. The absence of time limits affects effective monitoring and 

supervision of these activities. 

 

iii.  Verification and Assessment of Pension Claims  

There were also delays in verifying and assessing pension files. It took on average 

14 months to verify and assess the pension files of traditional civil servants and 

teachers instead of 1 month as required. The delay in the HRM department was 

attributed to the lengthy verification time caused by the slow response by the retired 

officers in ensuring the questions raised on pension applications and failure to give 

appropriate attention to p ension verification by the HRM Department. 
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iv.  Payment of Pension  

It took an average of 8 months for both t he traditional civil servants and the 

teachers to access the pensionôs payroll from the date of approval of the pension 

payment as opposed to 3 months. This was caused by inadequate funds released to 

the MoPS by the Ministry of Finance Planning and Economic Development (MoFPED) 

thereby affecting the livelihoods of retired officers. It was also noted that the delay 

in payment of teachers pension in the years 2006/07, 2007/08 and 2008/2009 was 

aggravated by the diversion of the teachersô funds to cater for pa yment of other 

pension categories. 

 

1.4.4 Provision of Basic Necessities to Prisoners: Uganda Prisons Service :  

The audit revealed deficiencies in Provision of Basic Necessities. These are: 

 

Food and Water provision:  

i. The quantity and quality of food served to inmates compared to the recommended 

dietary scale was inadequate. Only posho and beans were served and even then, some 

prisons were not serving all the three meals in a day. There was laxity in supervision and 

accountability of food grown by prison farm s to supplement government resources. The 

quality of food served did not meet all the inmates basic food nutrients necessary for  a 

healthy balanced diet. These conditions violate the basic right of a prisonerôs entitlement 

to a balanced diet;  

  

ii. There was inadequate provision of clean drinking water in some prisons which poised 

the danger of prisoner being victims of water -borne diseases; 

 

Health Care:  

iii. Prisoners were not medically examined and vaccinated on admission. This can lead to 

spread of disease and determining ones fitness to work cannot be assessed; 

 

iv. Medical facilities were limited and some are non-functional. Supply of drugs and sundries 

was inadequate and support supervision was also irregular. The condition is worsened by 

the policy of treating no n-prisoners (over 50%) who could otherwise access treatment 
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outside prison hospitals. This denied prisoners basic treatment and management of their 

diseases;   

 

v. The prison service had limited medical staff to cope with the inmate population. While 

medical staff levels are expected to increase to 53% by the end of 2009/10  financial 

year, the prisoner population is currently at 212%;  

 

vi. There was poor management of communicable diseases as evidenced by lack of 

adequate rooms to separate the sick prisoners from others in the wards which are 

already congested. This exposed inmates to contracting contagious diseases during 

confinement; 

 

vii. Measures to control insects, rodents and vermin in prison premises were inadequate. 

There was no fumigation carried out to control  mosquitoes, lice and bedbugs which 

could otherwise reduce preventable diseases like malaria;   

 

Clothing/beddings:  

viii. Uniforms supplied to prisoners by UPS management were insufficient in numbers to 

cover all the prisoners as required. Whilst prisoners were entitled to 2 uniforms a year, 

some were not even getting a uniform , even though UPS had adequate capacity to 

produce all the required uniforms. Maintaining proper hygien e and proper identification 

became difficult;  

 

ix. UPS did not provide sufficient beddings and separate beds as required by local and 

international standards. A few beds were only provided by organisations like ICRC.  

 

1.4.5 Project Management: A case Study of 8 Debt Funded Projects:  

The study revealed the following as the main causes of the failure by implementing agencies 

to absorb the allocated funds/loans leading to payment of commitment fe es/penalty:- 
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i.  Counterpart Funding : 

 Government did not honor its obligation of approving and releasing in full all the 

counterpart funds budgeted for by  the PIUs/Line Ministries. The MOFPED failure to remit 

the budgeted counterpart funds was attributed to Government budget constraints and 

prioritisation of government programmes. The failure of government to honour its 

obligation of providing the budgeted counterpart funding led to failure of the projects to 

attain their intended objectives.  

 

ii.  Diversion of Project Funds : 

We noted that 4 out of the 8  projects had their counterpart funds contribution 

amounting to Ug Shs 3,174,454,821 diverted by the Ministries during the period under 

review.  The diversion of funds is attributed to lack of direct control of counterpart 

component by the project coordination unit and the mixing of project releases on the 

same account with line Ministry releases. It was also attributed to financial indiscipline by 

government officials. Diversion of project funds deprived the project  resources needed to 

achieve the timely implementation of its activities.  

 

iii.  Operational Conditionalities : 

Some of the projects were delayed for a period ranging from 2 to 7 years because of the 

difficulties the projects were experiencing in fulfilling the conditionalities. This was 

attributed to lack of technical persons on the project implementation team to provide 

technical guidance on the tasks which were not easy to implement and also lack of 

commitment by some stakeholders. Some of the conditionalities/milestones were not 

easy to achieve and delayed the start, and also contributed to the slow rate of 

implementing the projectôs activities.  

 

iv.  Procuremen t : 

We noted that the Procurement units within the line ministries did not execute the 

procurement plans on schedule.  This was attributed to the slow pace at which the line 

ministries processed procurement documents. The delays were also attributed to some 

of the accounting officers and officers involved in procurement not being very conversant 

with the PPDA Act. Delays in procurement denied the projects the inputs necessary for 

timely project implementation.  
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v.  Monitoring and Evaluation :  

According to the World Bank Independent Evaluation Group (WBIEG) report of 2007 

which centered on how to build M&E systems to support better Government, it was 

reported that Uganda had a large number of uncoordinated and unharmonized 

monitoring systems at the sector and sub sector levels. This was attributed to poor 

coordination among key players in M&E. 

 

In the absence of a well coordinated M&E system, project stakeholders could easily 

identify and understand the project implementation hurdles and address them in a timely 

manner. 

 

vi.  Project Designs : 

The study revealed that 4 projects out of the 8 were subject to modifications during 

implementation as a result of omissions at the design stage leading to delays in project 

implementation. This was attributed to inadequate consultations by the line ministries at 

the design stage. 

 

Inappropriate design derails the project objectives and is costly in terms of time lost and 

the financial resources which would be required to rectify the anomalies . 

1.4.6 Solid Waste Management in Kampal a:  

i.  Planning and Budgeting  

The divisions lack data for example on the estimated tonnage of garbage expected to be 

generated and collected, number of households, number and capacity of private 

collectors, and the composition of solid waste stream. Lack of such a data base leads to 

the preparation of work plans and budgets that do not adequately address the 

challenges in garbage collection, transportation and disposal.  The provisions like fuel, 

wages, vehicle maintenance and repairs and procurement of goods and services in the 

budget are not realistically supported.  Lack of such a data base also contributes to 

wrong strategies being developed to address the garbage collection, transportation and 

disposal challenges at KCC and the divisions.  
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ii.  Solid Wa ste Management Awareness  

The Solid Waste Management Strategy (SWMS) requires members of the public to be 

educated in matters of modern waste management best practices.  It was noted that 

solid waste awareness campaigns are not conducted by KCC and the divisions. This was 

attributed to lack of specific solid waste management work plans in the divisions and 

also the failure of the divisions to properly provide for such campaigns in their budget 

estimates. 

 

Lack of solid waste management awareness campaigns has led to unacceptable waste 

management practices such as indiscriminate littering and burning of garbage in the city . 

 

iii.  Enforcement of the Solid Waste Management By -Laws  

Under the Solid Waste Management Ordinance, 2000, it is illegal and punishable to 

dump garbage in places where it may be or become a public health nuisance. These 

places include water bodies, public streets and the roadside. The responsibility to 

enforce these rules and regulations rests with KCC and the divisions. 

 

Cases of illegal dumping of garbage were noted at market places and despite the 

existence of a fully fledged enforcement department, KCC and the divisions were not 

enforcing the laws. This has caused unnecessary suffering to the neighborhood through 

air pollution and blockage of the dr ainage system leading to floods. 

 

iv.  Working Conditions of Personnel in Garbage Collection : 

The SWM ordinance provides that staff involved in collection, transportation and disposal 

of garbage should be provided with protective clothing which i ncludes gumboots, 

industrial gloves, masks, overalls and head covers. 

 

Management at the divisions has failed to procure protective clothing for the  staff 

involved in garbage collection, transportation and disposal despite the presence of the 

budgetary provision under the supply of goods and services. The lack of conducive 

working conditions affects staff morale which may in turn affect  their performance at 

work.  
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v.  Wage Payment : 

Although the refuse collection workers are supposed to be paid by the 28 th day of every 

month, it was noted that the division authorities paid wages late.  Delayed payment of 

wages affects the staff morale which in turn affect their performance at work . 

 

i.  Transportation of Garbage : 

KCC and the divisions required on average 86-five tonnage lorries to be able to  collect 

and transport garbage from the city on the assumption that each vehicle makes 3 trips 

per day. However, KCC and the divisions operated on average 35-five tonnage lorries 

which was 40% of the fleet required to enable pr ompt waste collections and disposal in 

the city. In the absence of the required number of vehicles to transport garbage, KCC 

and the divisions could not attain the 80%  required garbage collection performance 

level. 

 

Out of the required 85 refuse vehicles in the city, only 35 (40%) were operational at the 

time of audit. Constant vehicle break down has led to accumulation of un-collected 

garbage to undesirable levels and this is evidenced by the presence of refuse which has 

taken more than one day without being collected.  

 

ii.  Engagement of Private Garbage Collectors : 

It is an offence under the SWM Ordinance, 2000 to collect, transport, remove or dispose 

refuse for a fee or other consideration without a valid permit from the Council. The 

SWMS also recommends providing legal recognition of the private garbage collectors so 

that they become more organized. A number of private garbage collectors were 

operating without permits from KCC. KCC has also failed to establish a proper 

mechanism for regulating the operations of private collectors. Some of the private 

collectors have no capacity to collect and transport refuse to the landfill.  

 

iii.  Supervision, Monitoring and Control of Solid Waste Management  Activities : 

According to the SWM ordinance, 2000, KCC or its agents, servants or licensed collectors 

are required to ensure that solid waste in the district is collected and conveyed to 

treatment installations or approved disposal sites. The SWM ordinance, 2000, also 

requires that the various refuse generators should be correct ly identified, categorized 

and mapped to enable determination of the revenue potential.  
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KCC and the divisions were not supervising and monitoring the activities of private collectors 

due to an absence of signed agreements and data on the numbers and capacity of private 

collectors. There are no records to indicate any form of supervision being undertaken.  

 

The refuse gangs were also not supervised daily due to lack of fuel and the overwhelming 

number of garbage sites, some of which are illegally operated by garbage generators. It was 

further noted that the garbage sites are not mapped making it difficult to plan and monitor the 

progress of garbage collection.  

 

Failure by KCC and the divisions to adhere to SWM ordinance provisions governing the 

supervision of refuse collection, transportation and disposal procedures led to the absence of 

adequate supervision, monitoring and control mechanisms which aggravated the problem of 

uncollected garbage. 

1.4.7 Regulation and Enforcement of Standards by Ugan da National  Bureau of 

Standards  (UNBS) : 

The audit revealed insufficient inspection of goods on the Ugandan market. Only 68% of 

planned import inspections were carried out in 2005/06 and 80% in 2007/08 giving an overall 

performance of 74%. Only 62% of planned local fa ctory inspection were carried out in 

2006/07 while only 56% in 2007/08 reflecting an overall performance of 59%. In 2005/06, 

only 425,125 scales were verified out of the planned 510,000 leaving 84,875 un verified. 

Although the Bureau surpassed its targets in 2006/07 and 2007/ 08, its planning figures were 

declining i.e (510,000 for 2005/06, 250,000 for 2006/ 07 and 235,000 for 2007/ 08).   UNBS 

was also found to be under staffed to a tune of 46%. It was also revealed that the URA Green 

Channel Clearance system was difficult for UNBS to cope with. Other pertinent issues were: 

inspection of goods at ownerôs premises which is difficult to monitor or follow up; and 

inadequate/ineffective enforcement of standards arising from inherent gaps in the law.  

1.4.8 Passport  Processing by the Passport Control Department ï Ministry of 

Internal Affairs:  

The processing of a passport is expected to take ten (10) working days or fourteen (14)  

calendar days. However, processing passports by the Passport Control Office (PCO) takes 
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longer periods, with average delays of nine (9)  to thirty two  (32) days at the Ministry 

headquarters and in the regions/districts, respectively.   The processing of passports at the 

head office had improved with an average delay of only 2 days in 2008/09.   The processing of 

passports on average delayed for 24 days in FY 2006/2007, 25 days in FY 2007/08 and 13 

days in FY 2008/09.  At the regional offices/districts on average delays were 34 days in 

2006/07, 39 days in 2007/08 and 34 days in 2008/09.  

 

This has resulted into public dissatisfaction with the service rendered by the government in 

this regard. The audit sought to ascertain the magnitude of the delay s in the processing 

passports and to examine the underlying causes of the delays and make suggestions to 

management on steps that could be undertaken to curtail the processing time and measures 

to improve service delivery. 

The delays were attributed to the unconventional citizenship verification procedures, manual 

processing of passports, inadequate communication strategy, poor records management and 

unfavourable staff working conditions.  

 

1.4.9 Northern Uganda Social Action Fund (NU SAF):  

The audit revealed the following deficiencies in the implementation of  NUSAF Project;  

i.  Sub-Project Funding  

20% of the 2,650 CDI Sub-projects audited received funds above the requested 

amount. It further established that 10%  of the 5,306 VGS Sub-projects received 

funds above their budgets. Over funding of Subprojects was attributed to lack of 

an effective internal audit fun ction. 1,061 sub projects received funds above the 

requested amounts totaling to Shs.1,444,827,644 of which Shs.190,731,484 were 

recovered and a balance of Shs.1,254,096,160 had no proper justification 

rendering the expenditure wasteful.  

 

ii.  Maintenance of Fi nancial Records by Subprojects  

70% of the subprojects in a sample of  642 CDI sub projects did not maintain Cash 

books and failed to make use of the standard accounting forms. The poor record 

keeping was caused by inadequate training of subproject members and lack of 
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follow up training regarding financial matters. In the absence of proper financial 

records at the CDIs, it was difficult to verify, reconcile and update the financial 

information of the sub projects by NUMU and NDTO which led to over funding of 

sub projects.  

 

iii.  Procurement Procedures  

Out of the 642 CDI Subprojects visited, 60% did not have Community Procurement 

committees while only 40% had constituted Community Procurement committees. 

The audit further revealed that 50% out of the 257 CDIôs which had constituted 

procurement committees 50% did not follow procurement guidelines. This was due 

to inadequate training of the members of the Subproject s at the pre-launch. 

Failure to follow the Community Based Procurement Guidelines led to escalation of 

the cost of the sub projects.  

 

iv.  Civil Works  

The audit revealed that 33% of the 642 CDIs of the  Subprojects were monitored 

by the NDTO on a monthly basis. 5% of the 642 CDIs Subprojects were supervised 

and monitored by the District Sector Specialist/District Engineer. The audit further 

established that 80% out of the 642 CDIs Subprojects did not  have payment 

certificates attached to the payment vouchers.  Documentation review and 

interviews revealed that staffing gaps and laxity of  the sector specialists (District 

Engineers) and NDTOôs, was the cause of inadequate supervision of civil works. 

The verification of civil work revealed that  lack of proper supervision resulted into 

poor quality works of the sub projects.  

 

v.  Completion of Subprojects  

The average completion time for the construction of CDI sub projects during the 

NUSAF project lifespan was found to be 27 months as compared to 12 months 

provided for  in the guidelines. The delays in completion of sub projects was 

attributed to delays in disbursement of  funds to sub projects, non adherence to 

procurement guidelines and lack of proper  monitoring and supervision  by 

technical experts.  The delay led to the  extension of NUSAF project lifespan, 

additional administrative costs and cost escalation. 
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vi.  Disbursement  of Funds to Subprojects  

The audit revealed that the transfer of funds to some subprojects was not done at 

the launch whereas through document review, it was noted that,  in the year 

2004/05, disbursements to subprojects was done on average 10 months after the 

launch (2005/06; 6 months, in 2006/07; 5 months, and in 2007/08; 7 months).  As 

a result of delays in the disbursement of funds, the subprojects could not complete 

their activities on schedule and according to their work plans.   

 

vii.  Submission of Account abilities  

40% of the 642 CDIS sub projects received more than one tranche prior to  

submission of previous accountabilities. The study revealed that accountabilities for 

funds received by subprojects were not submitted in accordance with project 

guidelines. According to the Auditor Generalôs report of NUSAF for the year ended 

30th June 2008, the age analysis of the advances   revealed that an amount of 

Shs.262,506,090 had been outstanding for more than twelve months.  Out of the 

total of 2,322 CDIs sub projects, 20% had not submit ted accountabilities 

amounting to Shs.2,607,315,491 at the close of the project in September 2009 . 

This was attributed to inadequate training and mentoring of the members of the 

Subprojects on financial matters and high illiteracy rate among members.   

 

viii.  Commissioning of Completed Subprojects  

The audit noted that out of the 449 completed sub projects, 30% were not 

commissioned and were not functional because they lacked basic facilities. 50% of 

these were Health centers which lacked medical equipment and staff houses, 30% 

were classroom blocks which lacked furniture and 20% were teachersô houses 

which did not have toilets and bathrooms. Failure to complete CDI Subprojects in 

time was attributed to delays in disbursement of Subproject fu nds, non adherence 

to Procurement Guidelines regarding civil works and lack of effective supervision 

and monitoring.  
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ix.  Performance of VGS Subprojects  

 

The audit revealed that out of the 1,048 VGS Subprojects, 64% operated for an 

average of (8) eight month s and later closed. Poor Performance of Vulnerable 

Group Support Subprojects was attributed to inadequate Mo nitoring and 

Supervision, inadequate Field Appraisals, poor Community participatory Appraisal & 

Training, ineligible Subproject group composition, projects not launched and 

inadequacies in the approval process of Subprojects. 

As a result of short lifespan and existence of incomplete sub projects, the 

community did not benefit from the services they were expected to receive from 

the shs.16,608,021,628 incurred on these sub projects.  

 

1.4.10 Procurement and Distribution of Relief Items in the Office of the Prime 

Minister :  

i. Disaster response time  

The audit revealed that in some cases response time to districts or areas that were 

affected by disasters far exceeded the international standard of 48 hours (i.e. 2 days). 

It took OPM an average of 1,176 hours (i.e. 49 days) to respond to some disasters.  

 

ii. Disaster needs assessment  

Although some districts attempted to prepare preliminary disaster reports, the repo rts 

did not show information on key issues such as; number of persons affected, damage 

suffered, the quantified financial and other resources required.  

 

iii. Coordination of disaster activities  

There was no evidence to show whether OPM convened monthly national platform 

meetings for disaster preparedness and management. 

 

iv. Allocation of food relief items to disaster victims  

The audit revealed that the food relief items delivered by OPM/DDMR in seven out of 

the 21 districts could not meet the minimum daily ration r ecommended by WFP. 
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1.5 VFM AUDITS UNDER PROGRES S 

 

A total of a further eight audits have been initiated by the VFM unit and are at different stages 

of execution.  They are planned to be completed and a report submitted to Parliament in the 

following year.  They are: - 

 

i. National Drug Authority -  NDA (Inspections); 

ii. Ministry of Education and Sports - MoES (UPE Capitation Grant); 

iii. Ministry of Energy and Mineral Development ï MoED (Rural Electrification Programme); 

iv. Uganda National Road Agency ï UNRA (State Roads); 

v. Ministry of Local Government ï MoLG (Procurement); 

vi. Ministry of Judiciary ï (Management of Cases); 

vii. Ministry of Lands , Housing  urban and Development - MoLHUD (Land Registration); 

viii. Ministry of Agriculture Animal Industry  and Fisheries ï MoAAIF (Farm Income 

Enhancement) FIEFOC. 
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2 PROCUREMENT AND STORAGE OF DRUGS BY NATIONAL 

MEDICAL STORES 

 

2.1 INTRODUCTION  

2.1.1 MOTIVATION   

 
There has been a general countrywide concern about people dying of treatable diseases such 

as malaria arising from patientsô failure to access drugs in public health facilities, and yet drugs 

worth billions of shillings were reported having expired in NMS facilities, stores of Referral 

Hospitals, District Health Offices and health units.  Drugs worth Ushs. 6.7 billion expired 

between July 2005 and June 2008 in the NMS storage facility alone1. At the same time NMS 

could not supply all the drugs ordered by health units.  

 

A monthly storage cost of shs 36 million was wasted on these expired drugs2 and their 

subsequent destruction cost of about shs 700 million 3 could have been channeled to other 

priority activities badly needed by the citizens, such as the recruitment of additional medical 

personnel in health facilities like health centers II and III.  

 

All the above scenario may compromise the NMSô vision of being ñthe leading national supplier 

of medicine and other medical supplies to meet the needs of the Ugandan populationò. 

 

The Auditor General, therefore, carried out an independent assessment of NMSô core 

operations of Procurement and Storage of drugs with a view of recommending improvements 

where problems exist.  

2.1.2     DESCRIPTION OF THE AUDIT OBJECT  

2.1.2.1    Legal Framework   

National Medical Stores (NMS) derives its mandate from the National Medical Stores Act 

chapter 207 of the Laws of Uganda. 

                                                   
1
 NMS stores write off records of April 2008 and February 2007 

2 The New Vision of Thursday September 11, 2008 
3 NMS financial record 
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NMS is an autonomous Government Corporation established by the National Medical Stores Act 

of 1993, which came into effect on 3 rd December, 1993. MOH through the 1993 NMS Act 

delegated the drug supply, storage and distr ibution function to NMS, hence the formation of 

an autonomous institution, NMS, to replace the Central Medical stores (CMS), which was 

formally a department of MOH. 

 

NMS is responsible for ensuring the continuous distribution of pharmaceutical products in a 

financially viable and sustainable manner. In addition, NMS distributes various drugs which 

currently include Uganda Essential Drug Kits, Sexually Transmitted Infections (STI) drugs and 

family planning products. MOH is responsible for the allocation of the above categories of 

drugs while NMS stores and distributes to the various districts and health facilities. 

2.1.2.2  Vision of NMS  

ñTo be the leading national supplier of medicine and other medical supplies to meet the needs 

of the Ugandan populationò 

2.1.2.3  Mission of NMS  

ñTo equitably provide affordable, quality medicines and other medical supplies to health 

facilities in Ugandaò 

2.1.2.4     Core Values of the Corporation  

The core values of the corporation are: Integrity, Transparency, Accountability,  Operational 

excellence, corporate social responsibility, strong leadership, team work and customer focus.   

2.1.2.5  National Medical Stores Objectives  

The strategic objective of NMS is to procure, store and distribute medicines and medical 

supplies for use in Ugandan medical facilities. 

The principal objectives of the corporation as derived by the Act are as follows: - 

i. To procure, economically and efficiently, medicines and other medical supplies of good 

quality primarily for the public health services.  

ii. To secure, safe and efficient storage, administer, distribute and supply the goods in 

question in accordance with the National Drug Policy (NDP) and National Drug Authority 

(NDA) 
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iii. To establish and maintain systems to ensure the quality of goods supplied. 

iv. To estimate the current and future needs as a basis for procurement, planning and 

budgeting by the corporation itself and the Ministries concerned.  

v. To perform as appropriate, additional tasks entrusted to the corporation by regulation, or 

as may be accepted by the board as complementary or necessary for the performance of 

its primary functions.  

2.1.2.6  Funding  

NMS gets operational funds from the sale of medicines and medical supplies and handling 

fees. The table below shows the actual income as extracted from the Audited Accounts for the 

years 2005/06-2007/08  

Table 1 NMS Source of funds  

YEARS 2005/06  2006/07  2007/08  TOTAL 

Sales income 16,277,628,000 15,876,170,000 17,117,050,000 49,270,848,000 

Others 3,826,200,000 6,561,448,000 7,558,412,000 17,946,060,000 

Shs 20,103,828,000  22,437,618,000  24,675,462,000  67,216,908,000  

Source: Audited Accounts for 2005/6, 2006/7 and 2007/8  

2.1.2.7  Audit Objectives   

The audit objective was to assess the operations of National Medical Stores in the areas of 

procurement and storage. The view was to establish the extent to which customersô 

requirements for drugs were met, whether drugs were procured according to plan; to 

ascertain the efforts made to ensure that drugs do not overstay and the procedures p ut in 

place for retrieval and destruction of expired drugs. Finally, the audit would r ecommend 

improvements where problems exist. 

2.1.2.8    Audit Scope  

The audit focused on the aspects of whether customer requirements are met, procurement 

planning, needs assessment, coordination of procurements, storage and disposal of expired 

drugs by National Medical Stores (NMS,) and covered ten out of eighty districts. Three or two 

districts were sampled from each of the four regions of the country. Stratified random 

sampling method was used to select the District with the highest, medium and /or smallest 

number of health units. The sampled districts were: Nebbi and Arua in the Northern region; 

Soroti, Moroto and Iganga in the Eastern; Mbarara and Kabarole in the west and Wakiso, 
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Masaka, and Kayunga in the central region. The study covered 4 years from July 2005/06 to 

June 2008/09. 

  

2.2 FINDINGS  

 

The findings of the study are as follows:  

 

2.2.1 MEETING CUSTOMERSô REQUIREMENTS 

 

2.2.1.1 Capacity to supply ordered quantiti es 

NMS is required to supply drugs in the quantities ordered by the Health Centres in compliance 

with the Act. 4 Public Health centres can only procure drugs from NMS except when NMS 

provides them with a certificate of non-availability.  

 

However, the audit observed that in a number of cases, NMS could not supply drugs and 

medical supplies to meet the orders placed by the public health units. The information 

analyzed from NMS sales performance in respect of key anti-malarial drugs that are expected 

to be available at all times in NMS stores5 revealed that less than half the orders were honored 

by NMS as reflected in the bar chart in figure 2.  

 

 

 

 

 

 

 

 

 

                                                   
4
 The National Medical Stores Act, 1993 (cap. 207). 

5 Essential Medicines List for Uganda EMLU 2007,page 2 
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Figure 1 Anti -Malarial drug supply against customer orders  

Anti-Malarial Drug supply against Customer 

orders from 2005 to 2008
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Key  

Chloroquine 50mg base/5ml6 1 

Quinine 100mg/5ml 2 

Chloroquine 200mg base/5ml 3 

Quinine di-HCl 600mg/2ml 4 

Artemether 50mg 5 

Chloroquine 150mg base 6 

Chloroquine 150mg base tab 7 

Quinine sulphate 300mg, film coated7 8 

Quinine sulfate 300 mg tab 9 

 

On average, NMSô capacity to supply anti-malarial drugs from their own stocks during the 

period was 40% while third parties supplies were at 77%. The average for both categories 

was 60%. Out of the 20 different types and forms of anti -malarial drugs supplied both by NMS 

and 3rd Parties in the same period, only homapack green was supplied 100% to meet the 

orders( that is, all the 21,000 packs ordered were supplied). It is worth noting that malaria is 

the most common sickness reported on daily basis at all levels of health centres in Uganda. 

                                                   
6 Effective 2008, there was policy change, removing this drug from 1 st line treatment of malaria as  per 

EMLU,2007  
7 Effective 2008, there was policy change, removing this drug from 1 st line treatment of malaria as per 

EMLU,2007 
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We noted further that NMS supplies a range of other drugs to health centres that are not 

ordered by them to compensate for the value of the drugs that could not be supplied. 18% of 

the 1,281 drug items supplied between 2005 and 2008 fall i n this category. This action only 

served NMSô financial management concerns but did not address the needs of the health 

centres.   

 

Because of those shortcomings on the part of NMS, the management of a number of h ealth 

centres have a tendency of giving an excuse for purchasing Primary Health Care (PHC) drugs 

for which money is availed in cash from competing suppliers.  

 

This was because of NMSô inability to use the appropriate data to plan and procure the right 

types and quantities of drugs to meet customer  requirements. 

 

The result of this situation was perpetual stock deficiency at health centres resulting from 

NMSô failure to meet the customersô orders. This significantly affects the rural poor people who 

depend on Government health units. As a result they do not obtain appropriate treatment for 

life threatening common diseases. On a site visit to Bukuku Health centre in Kabarole on 19th 

September 2008, we witnessed cases where patients had to go home without treatment for 

malaria.  

 

The team did not have the means of tracking the health conditions of those who returned 

home untreated. However, a proportion could have died as a result of non treatment if they 

had no alternatives or could have opted for traditional treatment out of desperation.  

 

This is likely to have contributed to the increasing numbers of private drug shops that have 

sprung up to fill the gap created. The health centres are also at the risk of purchasing cheap 

sub standard drugs from private Pharmacies. 

 

2.2.1.2   Certificate of drug non -availability  

NMS is legally the sole primary supplier of drugs to Public Health units. The Public Health units 

are only allowed to procure drugs from other recommended private pharmacies after their 

orders with NMS have not been honored due to insufficient stocks and after they have been 

issued with certificate of non -availability by NMS. 
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The audit did not see any case of issued certificate of non-availability in all the 14 health units 

visited during beneficiary survey.  Moreover, the NMS management operates a system that 

automatically generates the certificates for PHC. The certificates are separately dispatched by 

post if not collected personally, together with a pro -forma invoice from the management. 

These certificates, however, either do not reach the h ealth centres or are withheld by DHOs. 

NMSô evidence of the health centre acknowledgment of the certificates or dispatch record were 

not availed for audit.  The 6 copies out of the 14 non-availability certificate requested and 

availed by NMS were printed fresh from the system and not the required file copies of those 

dispatched.     

 

The cause of this undesirable situation is the failure by the management to appreciate the 

implication of certificate of non -availability to health units; the reluctance by the management 

to provide evidence (in form of the certificate) that in the end may indicate that they are 

inefficient and; lack of clarity on the procedure and the drug supply situation (Credit line or 

PHC) that requires issuance of certificate of non-availability. While NMS issues the certificates 

for PHC only, health units expect certificates for both Credit line and PHC drugs.  There is also 

inefficiency in the movement of the certificate between NMS, DHO and health centres.  

 

The inefficiency in the handling of certificates of non availability created opportunity for many 

health centres to disregard the requirements for the certificate and procure drugs from 

elsewhere. As a result, additional avoidable costs are incurred in form of transport from health 

units to alternative private pharmacies since private pharmacies such JMS do not provide drug 

delivery services to beneficiary Districts. It additionally leads to re -channeling of funds meant 

for drug purchase to meet those additional operational costs. Consequently, funds available for 

drug purchase are reduced, which escalate drug shortages in health centres further.  

 

As seen in table 2, the total expenditure on purchases of drugs by health centres from the two 

major recommended suppliers for EMHS of PHC grants (NMS and JMS) for FY 2006/07 and FY 

2007/08 reflects that 45.9% in FY 2006/07 and 45.5% in FY 2007/08 amounting to shs.17 

billion was spent either on purchase from other sources or diverted to non drug expenditures.  

  



 

 

27 

 

Table 2 Expenditure for EMHS of PHC grants at NMS, JMS and others compared for FY 

2006/07 and 2007/08  

 
Level  EMHS 

Allocation 
ó000 

% 

Expenditure  
at NMS  

% 

Expenditure  
at JMS  

% of 

Expenditure  
at 

NMS+JMS  

% of 

Expenditure  
at Others  

FY 2006/2007  

Regional Ref 

Hospital 

2,903,260 6.7% 31.6% 38.3% 61.7% 

General Hosp 4,245,000 14.3% 40.2% 54.5% 45.5% 

District Hosp 11,057,915 20.7% 37.3% 58.0% 42.0% 

Total FY 

2006/07  

18,206,178  17.0%  37.1%  54.1%  45.9%  

FY 2007/2008  

Regional Ref 

Hospital 

3,927,815 8.5% 40.0% 48.6% 51.4% 

General Hosp 4,245,000 13.6% 43.5% 57.1% 42.9% 

District Hosp 11,029,252 18.8% 35.5% 54.3% 45.7% 

Total FY 

2007/08  

19,202,068  15.5%  38.2%  54.5%  45.5%  

Source: Annual Health Sector Performance report, Financial Year 2007/2008  

 

2.2.1.3 Response to Customer sô orders 

Best practice in the industry, especially competitors like Joint Medical Stores, is that the time 

taken to process a customer order ranges between few hours to two days.  

 

However, it was observed that NMS did not have a clearly spelt out policy on the standard 

time it should take to process a customer order from receipt to delivery at customersô District 

or personal collection from NMS premises. Table 3 shows this fact:  
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Table 3  Average delivery time on Customersô orders   

YEAR No. of orders  

processed  

Average time taken (in 

days) to deliver  

Number of Orders not 

delivered by audit time  

2005 No data availed  

2006 No data availed 

2007 14,723 13 0 

2008 7,050 22 110 

2009 1,065 59 26 

Average for 

period  

7,613  31  68  

 Source: NMS executed orders report  

 

Table 3 shows that it takes on average 31 days to deliver an order from the time of receipt. 

There were 110 orders dispatched from NMS in 2008 but evidence of the drugs reaching the 

destined health centres was not availed indicating that those orders may not have reached 

intended destinations. The Management explained that they subject such open orders to 

investigations. There are cases when orders took one day while others three months, 

regardless of the distance from NMS premises. The Management position is that they 

accumulate and make deliveries when it is economical to do so after every 30 working days 

disregarding the consequences of the delay.  

 

The absence of guidelines in the Sales Policy document regarding the maximum time it should 

take to process and deliver a customer order created no obligation for the prompt processing 

of customer orders. This also denied customers a standard reference time as basis for genuine 

complaints. Additionally, lack of focus on individual orders in favour of delivery only when it is 

economical made customersô feel ignored.   

 
 

The effect was the loss of key customers who, except for the credit line items, resort to 

procuring drugs and medical supplies from JMS and other private pharmacies.  This was 

confirmed by interviews held with the District Health Officers, Medical Superintendents of 

Referral Hospitals and other customers. It led to the loss of the sales revenue opportunity 

amounting to shs. 40.1 billion (Shs. 8.5 billion recorded in 2006 alone8 and other two financial 

years as illustrated in table 4).  

   

                                                   
8
 Minutes of 29th NMS/MOH technical Review meeting, 16th Jan 2007. 
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Table 4 Expenditure for EMHS of  PHC grants at NMS and others  compared for FY 

2006/07 and FY 2007/08  

Level  EMHS Allocation 
ó000 

Expenditure % 
at NMS  

Expendi ture % 
to Competitors  

FY 2006/07  

Regional Ref Hospital 2,903,260 6.7% 93.3% 

General Hosp 4,245,000 14.3% 85.7% 

District Hosp 11,057,915 20.7% 79.3% 

Total FY 2006/07  18,206,178  17.0%  83%  

FY 2007/08  

Regional Ref Hospital 3,927,815 8.5% 91.5% 

General Hosp 4,245,000 13.6% 86.4% 

District Hosp 11,029,252 18.8% 81.2% 

Total FY 2007/08  19,202,068  15.5%  84.5%  

Source: Annual Health Sector Performance report, Financial Year 2007/2008  

 

As seen from table 4, 83% of PHC funds in FY 2006/07 and 83.5% in FY 2007/08 of the PHC 

allocations amounting to 31.6 billion was used by the health centres to purchase drugs from 

competitors. 

Additionally, drugs which were procured on account of high monthly consumption pattern 

subsequently turned out to become excess as a result of the reduced AMC.  

 

The sales opportunity lost denied NMS the needed sales income required to improve service 

delivery. This increases the funding burden on government by NMS. It also leads to failure to 

raise adequate revenue to finance the procurement of more drugs. Besides, NMS have 

persistent stock outs.  This hinders the opportunity to increase the supply of drugs  for the 

treatment of citizens,  thus compromising governmentôs efforts to provide affordable treatment 

to citizens. 
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2.2.2 PLANNING,  NEEDS ASSESSMENT AND COORDINATION  

2.2.2.1 Procurement Planning   

The procurement plan is expected to enable NMS to maintain a service level of 100% under 

credit-line and 70% under PHC9. This would ensure that all orders from customers are met 

and the buffer stock maintained at a minimum level to ensure that no stock outs occur.  

The Audit team established from the procurement performance data availed for the three 

financial years that NMS prepared procurement plans based on unreliable AMC which they did 

not even comply with. They hope to place reliance on aggregation of procurement plans from 

health units which are not forth coming. Drugs delivered by 3 rd parties are not even based on 

planned procurements. An extract of drugs procurement report for three Fina ncial Years is 

reflected in table 5:  

 Table 5  Drug procurement report Credit line extract  

Description of drugs  Quantity 
awarded & 

ordered  

Quantity 
Delivered  

Under 
delivery  

2007/2008  

Acyclovir Tab 200mg 16,800 6,400 10,400 

Acyclovir skin cream 5%, 10g  24,000 9,600 14,400 

Doxycycline 100mg tab 48,000 16,442 31,558 

Phenorbabitol tab 30mg 14,400 6,400 8,000 

2006/2007  

Penicillin, procaine 3MU+ benzyl 1MU 1,680,000       376,000 1,304,000 

Penicillin. benzyl 1MU/600mg 13,007,500    4,607,500 8,400,000 

Cotrimoxazole 400+80mg scored 160,800       146,996 13,804 

Chloroquine 200mg base/5ml 1,808,700 1,808,500 200 

Quinine sulfate 300mg 15,190           7,069 8,121 

Chloroquine 150mg base 15,000 14,800 200 

2005/2006  

Amoxycillin capsule 250mg 43,200 34,992 8,208 

Paracetamol tablet 500mg 93,600 85,176 8,424 

Glucose Inj 5%, 500ml  432,000 71,665 360,335 

Sodium Chloride (normal saline) injection 
solution, 0.9% 500ml  

432,000 95,993 336,007 

 Source: NMS procurement department annual repo rt 2006, 07 and 08  

 

                                                   
9
 NMS sales policy guidelines; Procurement department specific objective 2.1(i), July 7,2008  



 

 

31 

 

The above problem is caused by non-generation of estimates of national drug needs arising 

from a conflict in assignment of this role to both NMS and the National Drug Authority 

Commission10. The estimates could provide a guide to NMS in procuring sufficient quantities to 

hold in stock11. This problem is also attributed to the failure by NMS to maintain its own 

accurate trend data for decision-making; lack of capacity by NMS staff to collect alternative 

accurate data for drug quantification ; lack of procurement plans from health facilities, 

unpredictable prescriptions pattern by medical practitioners; and use of inappropriate data for 

drug quantification during needs assessments. 

 

The effect of these performance gaps is the perennial stock-out of some drugs; excess 

stocking of certain categories of stock, which are slow moving. It also locked in funds which 

could have been used to purchase more needed drugs to sufficient quantities, as well as led to 

the expiry of excess stocks. 

 

2.2.2.2 Buff er stock  

NMS is required to maintain a buffer stock to last at least four months of sales demand to 

avoid stock outs12. Additionally, all items of medicine listed for health centre levels up to and 

including H (Hospitals) level are expected to be available at all times from NMS13.  

 

The stock status for the period November 2008 to February 2009 in table 6 shows stock 

inadequacies: 

 

 

 

 

 

 

                                                   
10 National Drug Policy and Authority Act, Chapter 206, section 10(1),(2)  
11 Essential Medicines list for Uganda, EMLU, 2007, page 2 
12

 NMS stock replenishment policy as spelt out in Stores Management Operations Manual, 
13 Essential Medicines list for Uganda, EMLU, 2007, page 2 
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Table 6:  Analysis of percentage (%) of drug items with less than 4 monthsô stock cover  

(by Categor y)    

Category of 

stock  

2008  2009  

 No. of 

items  

Nov  Dec Jan Feb Mar  Apr  May  June  Average  

Core credit line 
drugs14 

17 47% 53% 44% 50% 56% 59% 56% 53% 52% 

Non core 
credit line 
drugs15 

41 54% 51% 48% 53% 36% 35% 35% 40% 44% 

Other priority 

list drugs16 
38 73% 73% 77% 71% 67% 67% 72% 70% 71% 

Average  32  58%  59%  56%  59%  54%  54%  54%  53%  56%  

Sub-total           

No data availed for 2007  

No data availed for 2006 17  

No data availed for 2005  

Source: Raw data from weekly stores management Reports.  

 

In table 6, it is  clear that drugs were not replenished to ensure that stock levels did not drop 

below the four months buffer stock policy. Although the management explained that they 

were using Just in Time policy for items locally manufactured for efficient utilization o f storage 

space and limited capital, this was not supported by the Stores Operational and Management 

Manual in use at the time of audit.  

 

Stock status reports for 2005, 2006 and 2007 were not available to show the status during 

that period.  

 

Generally, an average of 56% of all the stock categories fell below the four (4) monthsô buffer 

stock during the eight months period between 2008 and 2009. Analytically , the shortages 

                                                   
14 

See glossary
 

15 
See glossary

 
16 

See glossary
 

17
 Stock out rate for 109 credit line items was 30%, Minutes of the 29 th NMS/MOH Technical review meeting, 

2007 
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were: 71% from other priority list, 52% of core credit line drugs items and 44% from n on core 

items list. 164 stock items are in the categorization.  

 

These shortages were as a result of failure by the management to comply with the Stores 

Operational and Management Manual which required them to use spelt out scientific methods 

of ordering drugs and medical supplies. This problem stems from the high staff turnover which 

is not accompanied with speedy review of management tools in line with the current 

management thinking and practice; as well as inadequate planning.  

 

The effect of this state of affairs is that the country is left vulnerable and unprepared to handle 

emergency drug requirement situations such as accidents, outbreaks of diseases etc. This 

could cost lives unnecessarily. Some of the drugs occasionally out of stock are malarial drugs 

which treat one of the diseases with leading causes of morbidity in the country at 38%, 33.6% 

and 26.1% in the years 2006, 2007 and 2008 respectively. This disease pattern accounts for 

27 of the total 83 million diagnoses for the three years, representi ng 33% of total diagnosis 18. 

 

2.2.2.3 Stock level of drugs  

(i)  Stock at National Medical Stores 

NMS stock replenishment policy requires that the ñstocking of trading stocks shall, as much as 

possible, be in such a manner that maximum stock held at any one t ime should not exceed 

1 yearôs quantityò. This is to minimize stock-outs, total stock holding costs as well as 

overstay of drugs in the store. The inference is that, the maximum length of time a drug 

should be kept in the store is one year.  

 

However, the team observed that NMS has been stocking drugs in excess of the one yearôs 

requirement as illustrated in table 7:  

 

 

                                                   
18

 MoH-Health Management Information System(HMIS) 
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Table 7 Drugs and sundries stored in excess  

  Item  Available pick 

quantity at date  

AMC Date of 

stock 

position  

Appro ximate 

cover by stock 

on hand  

 

Core items . 

AD Syringes 5ml+ Needle 

DISP. Detached. 

4,058 200 28 Nov 2008 1.7 yrs 

AD Syringes  2ml +Needle 

Disp.Detached 

35,315 1,400 22 Dec 2008 2.1 yrs 

AD Syringes 5ml+Needle 

Disp. Detached 

42,375 1,000 22 Dec 2008 3.6 yrs 

Non Core items  

Bendrofluazide 5mg tablets 5,293 100 28 Nov 2008 4.4 yrs 

Erythromycin stearate 

250mg 

27,344 1,600 28 Nov 

2008 

3.6 yrs 

Blades scalpel size 22 9,835 320 22 Dec 

2008 

2.5 yrs 

Aminophyline 143,180 7,500 15 Jan 2009 1.6 yrs 

Chloromphenicol 250mg 23,399 800 15 Jan 2009 2.4 yrs 

Ranitidine 150mg 32,895 100 22 Dec 

2008 

27.4 yrs 

Other Priority List items  

Sheeting McIntosh red 

rubber 20m roll, 90 cm 

wide 

69,504 10 22 Dec 

2008 

22.3 yrs 

Albendazole 400mg scored 50,343 4,015 01 Aug2007 1.1 yrs 

Gentian violet BP 80, 

methylrosanililium 25G 

20,511 600 01 Aug2007 2.8 yrs 

Catgut chr. 2/0 

(M3.5),75cm, N:30mm  

10,671 800 01Aug2007 1.1 yrs 

Mebendazole 100mg 51,501 3,500 20 Jan 2006 1.2 yrs 

Needle infusion butterfly 227,188 16,000 20 Jan 2006 1.18 yrs 

Quinine di-Hcl 600mg/2ml 1,526,865 100,000 20 Jan 2006 1.2 yrs 

Salbutamol 7,657 600 15 April 

2005 

1.1 yrs 

Plaster adhesive zinc oxide 

50m 

59,875 3,000 15 April 

2005 

1.6 yrs 

Nystatin pessary 100 000 

i.u 

9,413 400 15 April 

2005 

1.9 yrs 

Source: Weekl y Stores Management Reports  

 

As evidenced in table 7, the most striking examples are Ranitidine 150mg (used in the 

treatment of ulcers) stocked to meet consumption for 27.4 years; Sheeting McIntosh red 
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rubber (used by mothers during birth) for 22 years; Be ndrofluazide 5mg tablets for 4.4 years 

and Erythromycin stearate 250mg for 3.6 years.  

 

According to the Ministry of Health, the national delivery pattern of mothers in public health 

units is as in table 8:  

Table 8 Deliveries in hea lth centres for the years 2002 to  2009  

Months  Average Monthly  deliveries  

Annual total 

deliveries  

2002 17,840 214,083 

2003 21,886 262,633 

2004 25,317 303,799 

2005 29,567 354,799 

2006 24,374 310,721 

2007 33,481 425,014 

2008 34,237 379,149 

Total   2,2 50,198  

Overall monthly average for 7 years  27,368  

Overall Annual  average for 7 years  321,457  

 Source:  MoH -Health Management Information System (HMIS)  

 

Each role of Sheeting McIntosh red rubber (of 20m roll, 90 cm wide) could facilitate in the 

delivery of 10 mothers. The whole stock could facilitate 695,040 deliveries which is equivalent 

to 2 years consumption. Yet based on NMSô AMC the same stock can be enough to satisfy 22 

yearsô demand. The sales performance pattern of this sheeting rubber shows that only 22 roles 

were ordered between 2005 and 2008 and were fully supplied.  

 

The cause of this, according to management, is policy change by MOH without due regard to 

its effect on NMS drug supply commitments, leaving the stock of certain drugs redundant in  

NMS; medical practitioners who prescribe alternative drugs to patients to consume, leading to 

a drop in demand for certain stock (see the case for Sheeting McIntosh red rubber above). 

There is also the problem of the procurement of drugs by NMS without du e regard to the 

stocking policy; and the inability of NMS to use actual field data available with MOH for their 

drug estimates.  
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The effect of this laxity was non movement of certain stock and subsequent excessive expiry 

of drugs and medical supplies as evidenced by the quantities of stock of expired drugs within 

the stores of NMS then. Further, there was the loss of Government funds in the value of the 

expired drugs valued at shs. 6.7 billion destroyed in November 200819 in addition to storage 

and destruction costs. For example, NMS hired 20 containers for the storage of expired drugs 

and had been paying Ushs 36m per month for the hire of the containers while shs. 764 million 

was spent in November 2008 to destroy the expired drugs. This expiry further denie s the 

citizens the needed drugs for treatment.  

 

(ii)  Stock at Health Centre Stores  

The Ministry of Health policy is that the essential medicines meant to satisfy the needs of the 

majority of the population and the drugs should always be available in adequa te quantities and 

appropriate dose form. The Ministry of Health contends that constant availability of essential 

medicines in the health facilities will greatly assist in ensuring that patients receive optimum 

treatment of their health problems all the tim e. The essential medicines for anti malarial 

treatment include: Fansidar, First line drug for malaria (e.g. Chloroquine) and quinine20. NMS 

is expected to have adequate stock of these drugs in order to supply health centres 21. 

Analysis of the Ministry of health data tracking essential medicines for malaria is reflected in 

table 9 as follows: 

Table 9 Percentage of Health centres without anti -malarial drugs in the course of the 

month of 2006 -2008  

Year  Jan Feb Mar  Apr  May  Jun  Jul  Aug  Sep Oct  Nov  Dec 

  Annual 

totals  

2006 17% 22% 14% 20% 22% 26% 28% 21% 21% 24% 30% 18% 

22% 

 

2007 23% 8% 37% 23% 25% 29% 24% 96% 52% 37% 68% 30% 

35% 

 

2008 33% 23% 20% 21% 27% 26% 27% 34% 16% 35% 33% 34% 

27% 

 

2009 34% 33% 42% - - - - - - - - - 

36% 

 

Monthly 

to tals  28%  17%  27%  22%  25%  27%  26%  53%  30%  32%  46%  

28%  

 

29%  

 

Source:  MoH -Health Management Information System  (HMIS)  

                                                   
19

 NMS expired drugs destruction records, November 2008 
20 Essential Medicine List for Uganda, 2007, page 10 item 6.4.3 
21 Essential Medicine List for Uganda, 2007, page 2 
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Health units which reported stock outs of anti -malarial drugs were 35% in 2007 up from 22% 

in 2006 and 27% in 2008. The highest stock out month was August 2007 in which 96% of the 

health centres reported stock out of anti -malarial medicine. This represents 2,613 out of 2,719 

health centres which reported their stock status in that month.  

 

Comparatively, the Malarial death rose from 4,252 in 2006 to 7,003 in 2007 and dropped to 

4,211 in 2008, implying that there were 2,750 more malarial deaths during the year 2007, that 

is, 68% above usual. The month of August recorded the highest number with 1,286 deaths 

from an average monthly death rate of  430 in the three years22. 

The diagrammatical representation is as per graph in figure 2: 

Figure 2 Malarial Death compared to anti -malarial drug stock -outs  

 

 

 

 

Source:  MoH -Health Management Information S ystem (HMIS)  

 

The stock outs were caused by the irregular supply of essential drugs by NMS; not supplying 

all drugs ordered by health units; and pilferage of drugs during drug distribution reflected in 

the Forensic audit commissioned by the Auditor General23. Ineffective information sharing 

                                                   
22 MOH-Health Management information system (HMIS) 
23

 Report of the forensic audit commissioned by the Auditor General in 2007 
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mechanisms between health centres, NMS and the Ministry of Health on Health Management 

Information such as drug usage and stocking positions. 

 

Stock outs in health units make patients desperate and can resort to any available drugs in the 

market, regardless of the quality.  

 

2.2.2.4  Needs assessment in planning  

The estimation of drugs quantities for the trading stocks to procure during a procurement 

cycle should be done in a scientific and objective manner in order to avo id stock-outs, under 

stocking and minimize expiries24. This requires that by the time a delivery from the supplier is 

made; available stock should be enough to meet demands. 

 

On the contrary, NMS did periodic projections based on only actual six monthsô Average 

Monthly Consumption (AMC) as shown in table 10: 

 

Table 10  Average monthly drug projections  

Item  Available pick 
quantity at 

date  

AMC Date  Stock cover 
on hand 
(Months)  

Required 3 
months delivery 
Quantity  

Bandage Cotton  236 11,500 15.01.09 0.0 46,000 

Amoxicillin  8,635 5,000 ,, 1.7 20,000 

Chloroquine 1 500 ,, 0.0 2,000 

Ferrous sulphate 0 3,400 ,, 0.0 13,600 

Amoxicillin 3,472 5,000 28.11.08 0.7 20,000 

Bandage Cotton 0 11,500  0.0 46,000 

No data availed for 2007  

No data ava iled for 2006  

No data availed for 2005  

Source: NMS Weekly Stores Management Reports 2008, 2009.  

 

Table 10 shows the available stock quantities on hand when AMC is computed.  The 

computation of AMC is based on only the actual drugs that NMS was able to sell within the 

previous six months. This resulted in omission of customer orders not honored in all the 

procurement projections. The projections reflect only what NMS managed to sell based on the 

                                                   
24 NMS Stores Management Operations Manual page 7, item 1.7.1  
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existing stock and not total needs of customers as per their orders (that is, orders honored 

plus drugs out of stock). The improper needs assessment is reflected in the stock-outs and 

excessive stock balances of various drugs as per stores management report extract in Tables 5 

and 6. 

 

For example, on 15th January, 2009, AMC for Chloroquine (used in the treatment of malaria) 

was computed to be 500 units when the stock on hand was one unit which was even not 

enough to cover one dayôs requirement of 16.7 units. In the case of Ferrous sulphate (which is 

used in blood ïrelated treatments) and Bandage cotton (which is mainly used in emergency 

treatments), there was no stock on hand at all.  

Furthermore, NMS, in some cases, supplied certain drugs in excess of ordered quantities25.  

 

The cause of this is managementôs lack of capacity and non compliance with the existing 

Stores Management and Operations Manual.  

 

The resultant effect of drugs supplied in excess of health unitsô requirements was expiry 

arising from inability to utilize all the quantity supplied. At the same time,  drugs supplied to 

health units in deficient quantities led to the failure to meet the drug needs of the health units.  

 

2.2.2.5 Coordination between NMS and third parties  

Best practice requires that where two or more parties act towards the attainment of a  common 

objective, there should be a Memorandum of Understanding (MOU) between the parties. The 

MOU in question should spell out the respective responsibilities of the parties concerning drug 

procurement.  

 

In addition to the distribution of own drugs proc ured, NMS also stores and distributes drugs on 

behalf of third parties such as Global Fund, Center for Disease Control (CDC)/USAID, Malarial 

control Project, UNFPA, MoH, Leprosy and TB projects.  

Despite serving common customers, the MOUs signed by the parties lack a joint procurement 

plan aimed at satisfying the customers. Plans to facilitate joint drug procurement planning, 

sharing stock position reports and annual national drug needs to avoid over or under supply to 

                                                   
25 Refer to item 4.1.1 Para. 4 
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the common customer is lacking. The MOU mentions delivery of drugs, storage and payment 

of handling fees on delivery. An effort to coordinate procurement with 3rd parties has been 

advocated by the NMS management with the MOH promising to take it up.  

The absence of coordination of joint procurements leads to the third parties delivering items 

that had already been stocked by NMS thus creating duplication as reflected in table 11:  

 

Table 11  List of NMS items which are third party duplicated as at 15 th  Jan 2007  

 
No   Descr iption  

 Status of NMS  Stock (months)as at 
15.01.2007  

1 Ciprofloxacin Tab 500mg Equivalent to 1.2 months available  

2 

Penicillin, Benzathine benzyl 

2.4MU/1.44g 1,600,000 (to expire 28/2/07) available.  

3 Chloroquine 200mg base/5ml Global Fund- Equivalent to 2 months available  

4 

Pyrimethamine 25mg+sulfadoxine 

500mg Equivalent to 7 months available  

5 Chloroquine 150mg base Equivalent to 0.8 months available 

6 Water for injection 10ml  Equivalent to 2.3 months available  

7 Acyclovir 5% Equivalent to 10 months available  

8 Chlorhexidine Gluconate 20% scrub Equivalent to 2 months available  

9 Oral rehydration salts for 1Lt, 27.9g  

Global Fund Stock -Equivalent to 11months 

available  

10 Acetylsalicylic acid 300 mg Equivalent to 1 month  available 

11 Ketoconazole 200mg Equivalent to 0.5 months available 

12 Aciclovir, 200mg Equivalent to 13 months available 

13 Nystatin 4 months available  

14 Praziquantel 600mg Equivalent to 38 months available 

 

15 Mebendazole, 100mg Equivalent to .5 months available 

16 syringe disp. hypodermic Luer 2ml 

Injection Safety stocks for selected districts 

available 

17 Syringe disp. hypodermic Luer 5ml 

Injection Safety stocks for selected districts 

available 

18 Wool cotton B.P. 500g Equivalent to 2months available   

19 

Set infusion adult, 15 -20 drops/ml, 

120cm Equivalent to 34months available   

20 Gauze W.O.W hydrophilic 90cm x 50m Equivalent to 1.5 months available 

21 

Cannula intravenous, with inj. port & 

stopper 18G GF Stock Equivalent to 16 months available 

22 No data for 2008 

23 No data for 2006 

24 No data for 2005 

Source: Annual Procurement Report, 2006/07  
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As seen in table 11, on 15thJanuary 2007 when 3rd parties made deliveries, NMS had stock of 

praziquantel enough to last 38 months; Set infusion adult to last 34 months; Cannula 

intravenous to last for 16 months and Aciclovir to last 13 months. In all the four cases NMS 

had already stocked the same items above the allowable level of 12 months. 

 

The cause of such gross duplications was the absence of clearly spelt out guiding terms for 

coordination on the supply of drugs in the MOU. Failure to jointly agree on the estimated 

national drug needs for the treatment of various diseases, which all the procurement parties 

would target to fulfill, leads to unfocussed and disproportionate stocking of drugs. 

 

The effect is that NMS locked up their funds by stocking similar drugs to those later delivered 

by the 3 rd parties. The funds would have been used to stock other drugs which were in short 

supply. The excess drugs delivered are prone to expiry yet people are dying in the countryside 

of treatable diseases. There is also wastage of financial resources in the storage and 

destruction costs associated with these expired drugs. NMS drug procurement planning is 

distorted by the unpredictable deliveries by third parties.   

 

2.2.3 HANDLING OF EXPIRED DRUGS  

2.2.3.1 Sources of expired drugs  

The NMS policy is that only stocks that have at least three or more months of remaining shelf 

life shall be issued out for sale to customers.  Stocks with less than 3 months remaining shelf 

life will only be issued upon customer request or after consultation with the customer who 

confirms that the drugs will be fully consumed before expiry.  

 

However, a review of the expired drugs records submitted  to the Ministry of health by 100 

(one hundred) Government health centres country wide indicated that 46% of the expired 

drugs were delivered by NMS while the balance of 54% accounted for those donated directly 

to DHO and health centres and others procured from private pharmaceutical companies.  
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An analysis of the expired medical drugs destroyed by NMS in November 2008 reveals that 82 

% were third party supplies as analyzed in figure 4 below:  

Figure 3 Analysis by source of 3 rd  par t y expired stock destroyed in No vember 2008 

by NMS  
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OAG Analysis  

 

The analysis of the expired drugs by disease type it treats reveals that 60 % were for 

treatment of other diseases other than malaria. The reason for overstocking drugs of less 

common diseases was not explained. 

 

The expiry of the drugs which expired in the NMS premisesô was a result of excess stocking of 

slow moving drugs procured by NMS and third parties. Third parties could simply be 

attempting to absorb donor funds through buying any dru g just to fulfill accountability 

purposes. Drugs are also procured in excess as a result of improper coordination between NMS 

and third Parties.  
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2.2.3.2 Storage of Expired Drugs  

According to the Ministry of Health Guidelines, expired drugs should be well kept and 

especially segregated from active medicines26. 

However, the audit team established that, in many facilities countrywide, expired drugs were 

not well kept. The Director of Health services raised this concern in his communication to 

District Health Officers and Hospital Medical Superintendents in the circular dated 3rd April 

2008, ñé.. In many of the facilities, these expired items are not well kept or segregated from 

the active medicinesò. 

Expired drugs at Kabarole District Health Office were simply dumped in the open space outside 

the already filled up store as shown in the photo below. At Mbarara District headquarters, the 

expired drugs were stored in a container close to District Health Officerôs office without a 

defined programme of evacuation for destruction.  

 

 

Expired Drugs stores: Photo taken at Kabarole District Health office  19 th  September 2008  

This is caused by inadequate health infrastructure facilities country wide, lack of prior planning 

and guidance from Ministry of health on action s to minimize expiries and handling of the 

already expired medical products. 

 

                                                   
26

 Director of Health services guideline to District Medical Officers and Medical superintendents   
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The effect is that the expired drugs not properly stored could be causing immense 

environmental consequences with slow but long term effects. The possibility of expired drugs 

falling into the hands of wrong persons, who could re -cycle them after repackaging them, 

cannot be ruled out.  This fear was sounded in the communication of the Ministry of Health 

Director of Health Services to District Health Officers and Medical Superintendents in the 

circular dated 3rd April 2008, ñé.. leading to fears that some of these expired products may be 

mistakenly usedò. This was confirmed when the National Drug Authority impounded 1,166kg 

of expired and substandard drugs being sold in illegal drug outlets in the eight eastern Districts 

of Soroti, Tororo, Bukedea, Katakwi, Busia, Bukwo, Budaka and Nakapiripirit27.  

 

2.2.3.3  Retrieval and destruction of expired drugs  

According to NMS general guidelines on write-off of expired Drugs chapter 9, destruct ion of 

written off drugs should be done at least every six months. Ministry of Health has no clear 

guidelines on how long it takes expired drugs without destruction in health units.  

 

Massive quantities of drugs were noted to have expired and had not been destroyed for years 

at NMS premises and Health centres country wide. NMS last destroyed a stock pile of the 

expiries in November 2008 after accumulation for over four years from July 2005 to June 

2008.  One hundred (100) health centers country wide had subm itted list of expired drugs to 

the Pharmaceutical division of the Ministry of Health by the time of audit. The last nationwide 

destruction of expired drugs by the MOH was ten (10) years ago in 1993.  

 

The status of how private health facilities handle thei r expired drugs was not established by 

this study. However, some of the medical superintendents of Referral hospitals indicated that 

certain private pharmacies donate drugs with short shelf life to government facilities with a 

hope that they would be consumed by the many patients before expiry.  

 

The causes of non prompt destruction of expired drugs in public health units are: lack of 

capacity of health units to individually dispose off expired drugs because of strict 

environmental compliance requirements for destruction; lack of clarity on the responsible 

Authority for destruction of expiries in health facilities country wide; logistical difficulty in 

                                                   
27 New vision, Tuesday, 23rd June, 2009, Quarterly Drug inspection report, 2009  
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accessing the only Ministry of Defence facility in the country located in Nakasongola; and the 

high cost of destruction per tonne of drugs.  

 

The responsibility for the retrieval of expired drugs from health facilities country wide is not 

clearly defined. All the 32 respondents interviewed point at either NMS or Ministry of Health as 

the authority responsible. Although the Ministry of Health carried out national retrieval and 

destruction ten (10) years ago, the officials say, it was based on the Ministry of Health 

assuming responsibility simply as a mother ministry responsible for health. NDA is responsible 

only for the drugs impounded by them during inspections up to one hundred (100) kgs. Any 

excess is the responsibility of the person whose drugs were impounded. All destruction must 

be done under the supervision of NDA. 

 

There are also no clear guidelines and criteria designed to ensure drugs that expired in the up 

country health centres were retrieved for destruction.  

 

The effect of these uncertainties and denial of responsibilities are that millions of shillings are 

spent on storage and remuneration of additi onal manpower to handle expired drugs storage; 

and there is also misuse of the space which could otherwise be beneficial for the storage of 

good drugs. Drug suppliers such as NMS, Donors and private pharmacies may utilize this 

lacuna to shift the responsibility for destruction to health facilities. There is the risk that 

desperate patients could be tricked into buying repacked expired drugs from illegitimate drug 

outlets after failing to get genuine drugs from government health centres. The environmental 

effect of these expired drugs could be taking a gradual toll on the country which will be 

detrimental in future.  

 

2.3 CONCLUSIONS 

 

2.3.1 MEETING CUSTOMERSô REQUIREMENTS 

 

2.3.1.1 Capacity to supply ordered quantities  

As a result of failure to supply all the drugs ordered by health units, health workers are greatly 

frustrated as they cannot provide convincing explanations to the patients who come for 

treatment only to go back home untreated. Patients in the countryside who do not have 
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alternative treatment opti ons, may buy drugs from any source regardless of its legitimacy or 

resort to traditional treatment.  

 

2.3.1.2   Certificate of drug non -availability  

Although the NMS management claims that they promptly issue certificates of non-availability 

this is contradicted by the officials in charge of the health centres. The actual situation remains 

to be investigated further.   

 

2.3.1.3    Response to Customersô orders 

NMS does not have a clearly spelt out policy on the standard time it should take to process a 

customer order from receipt to delivery at customersô District or personal collection from at 

NMS premises, yet it would be instill professionalism and efficiency in the process.  

 

2.3.2 PLANNING, NEEDS ASSESSMENT AND COORDINATION  

2.3.2.1 Procurement Planning   

NMS has not been procuring drugs according to realistic annual procurement plans. The result 

of this is excessive stocking of slow moving drugs, just waiting to expire, while fast moving 

drugs are procured in insufficient quantities, creating stock outs.  

2.3.2.2 Buffer stock  

NMS does not comply with the replenishment policy in procuring drugs; as a result, they are 

not able to maintain buffer stocks to avoid stock outs. This has led to the failure by NMS to 

meet customer orders as placed according to the requirements of the health unitsô.  

2.3.2.3 Stock level of drugs  

NMS stocks some drugs in excess of the one yearôs requirement while others are under-

stocked. The result is the expiry of drugs and medical supplies as evidenced by the huge stock 

of expired drugs within health centres country wide and that which was destroyed by NMS. 

The expiry of the drugs further denies the citizens the needed drugs for treatment, or, worse 

still, exposes them to the hazards of utilizing the expired drugs unwittingly.  
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2.3.2.4   Needs assessment in planning  

While NMS duly draws up the estimates of the drugs to be procured during the procurement 

cycle, in reality, their computation of AMC is based on the inaccurate data of actual drugs sold 

by NMS within the previous six months. Using this approach, the customer orders which are 

not considered in the estimates are left out from the computation in the projections of the 

drugs to be procured. Only the limited sales by NMS based on the existing stock, and not the 

total needs of t he customers as per their orders are taken in account. NMS, therefore, does 

not keep enough stock of drugs to meet the customersô continuous consumption needs. The 

in-put data for the needs assessment is, therefore, inaccurate. The effect is seen in the st ock-

outs and excessive stock balances of various drugs. 

 

2.3.2.5 Coordination in procurement of drugs between NMS and third parties  

The MOUs lack clear terms of coordination related to joint procurement planning. The omission 

has led to un-coordinated procurement of drugs which results in duplications of certain drugs 

in excess quantities, leading to the expiry of such drugs and causing avoidable storage costs. 

It also leads to inadequate provisions for the procurement of fast moving drugs in appropriate 

quantities; in which case, NMS fails to meet the demands of its clients.   

 

2.3.3 HANDLING OF EXPIRED DRUGS  

2.3.3.1 Sources of expired drugs  

The most significant source of expired drugs is NMS, although half of the expiries are from 

other sources. Most of the expired drugs are not for the treatment of malaria. The rationale 

behind the overstocking of drugs of less common diseases, which ultimately expirs, remains 

unclear. 

 

2.3.3.2 Storage of expired drugs  

In many health centres countrywide, expired drugs are not well-kept. These expiries end up in 

the hands of wrong persons, who re -cycle them after repackaging. This was confirmed by the 

National drug Authority inspection reports. The inadequate health infrastructure facilities 

country wide, lack of prior plann ing and guidance from the Ministry of Health on actions to be 
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taken to minimize the expiries and handle the already expired medical products is partly the 

problem. 

 

2.3.3.3 Retrieval and destruction of expired drugs  

Expired drugs both at NMS premises and at health centres country wide remained for an 

average of 6 (six) years without destruction, contrary to the recommended destruction period 

of after every six months following write off. The effect is that the expired drugs, if not 

properly stored, may cause environmental risks whose consequences might be immense, slow 

and long term. Besides, millions of shillings are spent on the storage and the remuneration of 

additional human resource to handle expired drugs.  The space occupied by the expired drugs 

could also be better utilized to store good drugs.  

 

2.4 RECOMMENDATIONS  

 

2.4.1       CAPACITY TO SUPPLY ORDERED QUANTITIES  

 

2.4.1.1 NMS should supply drugs in the quantities ordered by the health centres in compliance with 

the Act and avoid supplying drugs not ordered by health centres. 

2.4.1.2 NMS should use appropriate data to procure the right type and quantities of drugs to  

meet customer requirements.  

2.4.1.3 The management of NMS should put in place a system and develop staff capacity for 

collection, processing and use of appropriate data for decision-making and in conducting the 

needs assessments.  

2.4.1.4 NMS should enhance the coordination between the procurement and stores departments to 

ensure that appropriate linkage is developed between stock replenishment and the 

procurement of drugs. 

 

2.4.2  CERTIFICATE OF DRUG NON -AVAILABILITY  

2.4.2.1 NMS should develop quick response mechanisms to avail the certificates of non-availability of 

drugs to health centres so that they may save lives by procuring drugs from alt ernative 

sources, which option can only be exercised after NMS has permitted them. 
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2.4.2.2 NMS should consider introducing an efficient and effective drug information inquiry desk to 

enable health centres to obtain information on the availability of drugs.   

 

2.4.3 RESPONSE TO CUSTOMERSô ORDERS 

2.4.3.1 The NMS Management should develop a sales policy benchmarked to best practice in  

the industry to stipulate the time for processing and delivery of customer orders. This will 

eliminate unnecessary delays in the processing and delivery of drugs to health centres. It will 

also compel NMS staff to promptly process customer orders to avoid the negative effects of 

the delays. 

2.4.3.2 NMS should consider opening regional centres from which customers could personally 

collect their individual orders. NMS would then concentrate on replenishing the regional stores 

periodically to ensure that no stock outs occur. This will enable NMS to be customer focused at 

the regional level, in line with their core value. At the nation al level the focus will then be 

concentrated on replenishing the regional centres as has been the normal practice. 

 

2.4.4      PROCUREMENT PLANNING   

2.4.4.1 NMS should place orders to suppliers well in time to ensure that stock is replenished  

timely for a ll categories of drugs and medical supplies.  

2.4.4.2    NMS should develop strict monitoring mechanisms to ensure compliance with company policy, 

rules and regulations to reduce staff inefficiencies. This should be accompanied with intensive 

staff sensitization to enable them to appreciate the benefits of compliance and the 

consequences of non-compliance with the set company policies on the core objectives of NMS 

as stipulated in the Act.    

2.4.4.3 NMS should enhance its capacity to generate annually estimates of national drug needs to 

guide them in procuring sufficient quantities to hold in stock and for use by other stakeholders 

in accordance with the NMS Act.  

2.4.4.4 NMS should step up efforts to address the high staff turnover which reduces the capacity of 

the corporation to perform arising from staff being continuously on the learning curve, which 

affects performance. A reward and motivation policy put in place by the management is a step 

in the right direction.  
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2.4.5 BUFFER STOCK 

2.4.5.1 NMS should revise and enforce the buffer stock policy to match the response time from  

suppliers so as to avoid stock outs. This would minimize the capital locked in idle stock for four 

or two months and release funds to stock other fast moving stocks.   

 

2.4.5.2 NMS should prioritize drug procurement to ensure compliance with the stock replenishment 

policy and be in conformity with the requirements of the MOH policy on essential drugs as 

stipulated in EMLU, 2007. This policy requires that all items of medicine listed for health centre 

levels up to and including Hospitals be available at all times in NMS stores. This will save more 

lives which could be lost due to stock outs in health centres countrywide.  

 

2.4.6  STOCK AT NATIONAL MEDICAL STORES  

2.4.6.1 NMS should develop a market strategy for their stock of medical products to health  

practitioners in health centres in close collaboration with the Ministry of Health. It should take 

the form of sensitization programs to help them synchronize their choice of the health 

products which patients consume, in line with the drug procurement plan of NMS.  

2.4.6.2 NMS should utilize the health and drug information from the MOH and other stakeholders. The 

MOH should endeavor to improve the capacity of Health Management Information  System 

(HMIS) to gather and generate health and drug information that can be effectively shared by 

NMS and other stakeholders for appropriate health planning.  

 

2.4.7     STOCK AT HEALTH CENTRE STORES 

2.4.7.1 NMS and MOH collectively should advocate for NMS to be mandated and allocated funds 

directly to deliver all drugs to the various health centres according to EMLU, 2007 based on 

the disease information available with MOH. This will eliminate the diversion of funds to other 

non drug items by the health centres. It will  also eliminate the complications arising from lack 

of capacity by the  health units to generate drug procurement plans as well as remove 

unnecessary delays in the current drug ordering system. Health units could then order only 

drugs not automatically delivered by NMS due to exceptional disease circumstances unique to 

the health centres.   
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2.4.7.2  NMS should develop a regular practical drug distribution pattern in the regions so that  

health centres can predict delivery times to enable them plan for placing orders to match the 

NMS delivery pattern. This will eliminate stock outs in the health centres caused by irregular 

supplies by NMS.  

2.4.7.3 NMS and MOH should enhance their information sharing mechanisms amongst the  

health centres, NMS and Ministry of Health on Health Management Information, particularly 

concerning drug usage and stocking positions. This will enhance informed planning by all 

parties. 

2.4.7.4  NMS should streamline their distribution mechanism to seal the loopholes leading to the 

pilferage of drugs during distribution as reflected in the forensic audit report.  

 

2.4.8   NEEDS ASSESSMENT IN PLANNING  

2.4.8.1 The NMS management should ensure that all customer needs are catered for and that  

data from orders are used (both supplied and not supplied) in carrying out the needs 

assessments in procurement planning. This will ensure that NMS avoids stock-outs, under 

stocking and minimizes drug expiries. 

2.4.8.2  The NMS management should institute controls to check non compliance with the Stores 

Management and Operations Manual. This will check the non-commitment of staff in the 

implementation of the existing manual. Prompt amendments should be made to operational 

manuals to make them relevant in addressing the current challenges instead of circumventing 

procedures to handle eminent challenges which are not provided for in the manual.   

 

2.4.9  COORDINATION BETWEEN NMS AND THIRD PARTIES  

2.4.9.1 The NMS management should champion the efforts to cause the parties to amend their  

MOUs to incorporate joint procurement planning and the sharing of stock position reports to 

encourage the stocking of drugs in adequate quantities. This will remove duplicate deliveries, 

expiries, stock deficiencies and enhance the coordination of procurement of drugs to satisfy 

the common customers.  

2.4.9.2 Both parties should use national drugs needs to be provided by the quantification  
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committee of NMS as the basis for the procurement of drugs. They should apportion their 

procurement targets to fulfill the c ustomersô needs. This will address the concern of NMS 

regarding its drug procurement planning which has been hitherto distorted by the 

unpredictable deliveries by third parties.   

2.4.9.3    NMS should advocate for the creation of a forum for all health pr actitioners and suppliers of 

drugs to health centres (NMS, Donors and private pharmacies)28 under the auspices of the 

MOH to discuss the challenges of drug supply and utilization at health centres. Issues such as 

excessive expiry of certain drug categories, responsibility for the safe management of expired 

drugs, national drugs needs assessment, etc could be addressed. At this point each supplier 

would know what share of the drugs market their sector controls/commands. This would help 

to control the influx o f various types of drugs in health centres regardless of need and fix 

responsibilities for expiries appropriately. The effectiveness of the policy of availability of 

essential drugs at health centres could be discussed in light of frequent stock outs at he alth 

centres.       

 

2.4.10  HANDLING OF EXPIRED DRUGS  

2.4.10.1   NMS should undertake a study to establish the circumstances leading to the expiry of some of 

the drugs they deliver to health centres yet their deliveries are not of short  shelf life.  

 

2.4.10.2   NMS should request MOH to commission a study to establish why other organizations 

donate drugs directly to health centres for non -common diseases which later just expire. This 

will help to check the intention of dumping drugs destined for expiry in to  Uganda. 

 

2.4.11   STORAGE OF EXPIRED DRUGS 

NMS should use their representation in the Technical Review meeting chaired by MOH    to 

advocate for MOH to develop planning guidelines on drug usage to minimize expiries  and 

proper storage of the already expired medical products in health centres     countrywide. This 

will also help to optimize the usage of the existing health infrastructures.  

 

 

 

                                                   
28 Refer to figure 1, page 13,levels B &C 
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2.4.12  RETRIEVAL AND DESTRUCTION OF EXPIRED DRUGS  

2.4.12.1  NMS could take up the responsibility of retrieval and subsequent destruction of the drugs 

delivered by them to the health centres as a matter of corporate social responsibility on the 

part of NMS, as the single major source of expired drugs in health centres countrywide. This 

would be in line with their cor e value: ñcorporate social responsibilityò and ñcustomer focus.ò 

They could utilize their available transport system (return trip on delivery) and their proximity 

advantage to the Nakasongola Incineration point.  

2.4.12.2 Health units should take up the responsibility for the destruction of those expired drugs  

procured and donated directly to them; or   

2.4.12.3   NMS should appropriately share the cost for the destruction of expired drugs with the  

responsible third parties and the health units to destroy t he expired drugs piled at the health 

units.  

2.4.12.4   NMS should use their representation in the Technical Review meeting chaired by MOH,  

to advocate for a policy to stipulate the time frequency for the destruction of written off  drugs 

in health centres.  This will provide clear guidelines on how long the expired   

 drugs could be kept in health units without destruction.  

2.4.12.5  NMS should use their representation on the NDA board to advocate for NDA to stipulate 

alternative means of drug destruction which may be affordable for Health Units. This is to 

address the lack of capacity at the health units to individually dispose of expired drugs 

promptly in compliance with NEMA environmental requirements. It would also remedy the 

logistical difficulty in accessing the only Ministry of Defence facility in the country located in 

Nakasongola and the high cost of drug destruction per ton.  

2.4.12.6  NMS should further use their representation on the NDA board to advocate for NDA to  

enhance their campaign in sensitizing the health units on the procedure for the  destruction of 

expired drugs countrywide. This should clearly bring out the fact that destruction must be 

done by designated service providers supervised by NDA. This will clarify on the responsible 

Authority for the destruction of expiries in health facilities country wide.   
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3 INSPECTION OF PRIMARY SCHOOLS BY THE MINISTRY OF 

EDUCATION AND SPORTS  
  

 

 

3.1 IN TRODUCTION  

 

3.1.1    Motivation    

This audit was motivated by the declining standards in schools in the country. The Primary 

Leaving Examination results indicate that the failure rate increased from 17% in 200 6 to 22% 

in 2008. Legislators, while debating the Education Bill, expressed concern that education 

standards in rural areas had greatly declined due to ñpoor inspections.ò www.parliament.go.ug  

(October 2008). 

 

Source: -  UNEB released results.  

 

3.1.2  Statutory Mandate  

The MOES has the mandate to develop the standards to be used as a measure of performance 

in all schools in the country and to inspect regularly to ensure that these standards are 

adhered to. This is in accordance with the provisions in the Education Act 1970 which has now 

been repealed by the Education Act 2008. 

 

http://www.parliament.go.ug/
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In July 2001, an independent agency, the Education Standards Agency (ESA), was formed to 

carry out school inspection activities. The agency was expected to operate as an autonomous 

body, but the enabling legislation was never presented to Parliament for approval. In July 

2008, following the enactment of the Education Act 2008, ESA was transformed into the 

Directorate of Education Standards (DES) in the MOES. 

3.1.3  Vision  

The MoES Vision is: ñQuality Education and Sports for All.ò 

3.1.4  Mission statement of ESA 

ñTo provide a rational system of setting, defining and reviewing standards and quality of 

education and sports and to monitor the achievement of such standards and quality to ensure 

continually improved education and sports in Uganda.ô 

3.1.5  Objectives  of ESA  

The objectives of ESA are to:  

a) Develop guidelines for operations in educational institutions. 

b) Develop instruments and quality indicators for assessing standards. 

c) Inspect and support supervision. 

d) Report on the state of education and provide expert advice on education achievements. 

e) Develop learning competencies for lower primary. 

f)  Develop quality indicators for School Management Committees, and Boards of 

Governors. 

3.1.6  Financing  

ESA is funded mainly by the Uganda Government under MOES and through the 5% UPE 

capitation dedicated to primary school inspections at local Government level. In the   three 

Financial Years under audit (2005/06 to 2007/08) , the following amounts  were expended by 

MOES and ESA.  
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Table 1: Funding for inspection of schools fo r the period 2005/06 to 2007/08  

Financial 
year  

Expenditure of 
MoES  ( Ug Shs 

Bil lion )  

Funding 
of ESA                                 

by MoES 
(Ug Shs 

Billion )  

5%of UPE 
funds spent on  

inspection of 
schools (Ug 

Shs Billion )   

Amount spent on 
inspection as a 

percentage of total 
MOES expenditure  

2005-2006 60.6 0.8 1.6 3.96% 

2006-2007 109.7 0.7 1.5 2.01% 

2007-2008 140.4 0.8 1.5 1.64% 

Total  310.6  2.2  4 .6   

 

Source:    - Audited final Accounts, 2005/06 to 2007/08.  

- UPE Capitation releases extracted from MOES planning section.  

 

From Table 1, it was noted that there was a decline in the funding of inspection activities in 

the period under review, when compared to the trend of financing of the MoES.  However, 

effective from FY 2008/09, the provision of the 5% UPE deducted for inspections ceased and 

the sector now has a shs.2.5 billion inspection fund for d istrict inspection activities. These 

funds will be provided to the Districts in form of technical support and managed by the PS 

MOES. 

 

3.1.7  Organization al  Structure  

Headquarters  

The Ministry of Education and Sports is directly responsible for the setting of education 

standards and monitoring whether these standards are met as required. The body that 

managed this function for pre primary, primary, secondary and Business, Technical, Vocational 

Education and Training (BTVET) was ESA, for the period under review . The Director ESA 

reported to the Permanent Secretary. ESA had its headquarters at Kyambogo. 

 

Regional Offices  

ESA has 4 Regional Offices situated at Mbale for the Eastern Region, Gulu for the Northern 

Region, Mbarara for the Western Region) and Mpigi for the Central Region. Each region is 

headed by a Chief Principal Inspector, and has 10-12 specialized inspectors of languages, 

social sciences, mathematics, special needs and sports. The overall coordination of the 
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Agencyôs operations, in terms of programs, advice and transmission of collated reports is done 

at the centre (HQ) .  

 

District I nspectors  

Each District has its own staffing establishment of School Inspectors. They are employed by 

the Local Government and report directly to the District Principal Inspector of schools, who, in 

turn, reports to the District Education Officer and Chief Administrative Officer(CAO). The Local 

Government Act 1997, section 97 and 98 and the Education Act, require District Inspectors to 

report to the MOES periodically. 

 

3.1.8  Audit Scope  

3.1.8.1 Audit objective   

 

The audit was conducted to establish if inspections are carried out and whether they help 

enhance the standard of education in schools and make recommendations to address the 

challenges. 

 

3.1.8.2 Audit Scope  

 
The audit was conducted on the Ministry of Education and Sports, with specific reference to 

the inspection of primary schools covering three financial years (2005/06 to 2007/08). The 

audit covered the DES headquarters at Kyambogo, the Regional DES Offices of Mpigi, Mbarara, 

Mbale and Gulu, Districts of Mpigi, Wakiso, Kayunga, Mbale, Mbarara, Bushenyi, Gulu, Masaka 

DA, Jinja, Gulu MC, Masaka MC and 49 schools within these districts. 

 

3.2 FINDINGS  

 

The audit observations are outlined below:- 

3.2.1 Legal Mandate of ESA      

ESA is expected to be the lead Agency in ensuring the delivery of quality education services 

nationally.  
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The inspection function by the MOES was being conducted by ESA during the period under 

review. ESA was intended to be an autonomous agency responsible for carrying out 

inspections independently and reporting its findings to the Permanent Secretary of MOES for 

approval and follow-up on issues raised. The agency was established in 2001 with the 

objective of developing guidelines and assessing standards for operations in educational 

institutions. ESA was, however, not given adequate mandate. The legal and operational status 

of the ESA remained undefined and the enabling legislation was never presented to Parliament 

for approval.  We noted further that the ESA consultancy report of 2000 that was to help to 

establish the entity was never approved and the management only selected a few of the 

recommendations made to guide its operations. Consequently, in July 2008 (after the 

amendment of the Education Act 2008); ESA was re designated as one of the Ministry 

Directorates and its name changed from Education Standards Agency (ESA) to Directorate of 

Education Standards (DES). 

The failure to give ESA autonomy was attributed to the improper procedures followed to give 

autonomy to the agency, which would require an Act of Parliament; but instead, a cabinet 

directive was used as a basis to form the agency. 

In the absence of an Act of Parliament, the enabling laws and regulations to help the 

operationalisation of the entity were not developed thus weakening its performance as an 

independent Inspectorate arm of Government.  

3.2.2 Staffing Levels  

ESA had an authorized establishment of 68 inspectors in 2007.  However, at the time of audit 

in 2008, 37 posts (54%) were vacant.  

 

Interviews with key stakeholders revealed that the problem of understaffing was caused by 

the inability of ESA to motivate and retain its staff.  

 

The resultant high inspector ï school ratio at the national and regional levels made it 

practically impossible for ESA inspectors to regularly inspect all the schools, monitor and 

coordinate the district inspections.  
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3.2.3    Inspections in Primary Schools   

i.  Full Inspections  
 

The Handbook for School Inspectors (Monitoring and Supporting Policy), requires a full 

inspection to be carried out once a year in every school. 

 

ii.  Short/Routine Inspections  

 
The Handbook for School Inspectors (Monitoring and Supporting Policy), also requires that 

District Inspectors should develop a plan of action to ensure that every school receives one 

short inspection per term.   

 

iii.  Follow -up Inspections  

 
As a follow-up initiative, the Handbook requires that once an inspection has been conducted, 

inspectors should conduct follow-up visits within 18 months to assist schools in implementing 

the recommendations and monitor their progress. 

 

The audit revealed that short inspections were conducted in only 11% of the 49 schools 

visited. Furthermore, the districts visited had a total of 3,740 primary schools. Using the 

criteria of having 3 inspections per year per school, there should have been 33,660 inspections 

conducted per year. However, the review of individual, quarterly and annual reports in those 

districts revealed that 787(2%) inspections were made in 2005/2006, 657(2%) in 2006/07 and 

1366(5%) in 2007/2008.  A graphical presentation is shown in Graph 1.  
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GRAPH 1-  EXPECTED AND  ACTUAL ROUTINE  INSPECTIONS   

 

Source: OAG analysis of routine inspection reports  

 

In regard to follow -up and full inspections, we noted that no such inspections were carried out 

in all the 9 districts visited.  

 

Furthermore, of all the 49 schools inspected, we found that despite 185 routine inspections 

and 134 flying visits having been carried out in these schools during the period under review,  

inspection reports were not presented for verification. The only entities which had reports 

were Gulu Municipal Council which had 18 routine inspection reports i.e. (9.73%) and 22 flying 

visits (inspection) reports (16.42%) and Jinja district whose inspectors had 33 flying inspection 

reports. 

 

Irregular inspections were attributed to low staffing levels of inspectors, inadequate 

supervision and monitoring of inspectors and also inadequate provision of logistics to carry out 

the inspections.  

 

Respondents from the interviews conducted indicated that inadequate inspections resulted into 

laxity in attendance by both teachers and pupils resulting in high levels of absenteeism among 

the teachers and pupils, conflicts in schools, teachersô underperformance and low syllabus 

coverage hence poor performance in schools. 
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3.2.4 Dissemination of Inspection Findings a nd Reporting Frequency  

An inspector is required to make a summary of observations immediately an inspection is 

carried out and to leave a copy at the school. From this, a consolidation of reports is made into 

monthly, quarterly and annual inspection reports  which are distributed to stake holders. 

 

According to the School Inspectorsô Handbook, the Education Officer In -charge of Education in 

the Local Government is supposed to prepare and provide quarterly inspection reports which 

are consolidated into half -yearly and annual reports and disseminated to the Chief Executive 

and Council standing committees on Education.  

 

The Chief Executive Officer is supposed to give out copies to ESA Headquarters, ESA regional 

offices and MOES. These reports are intended to provide input in policy formulation and 

planning at national level and data to the inspection data bank.  

 

Districts and municipalities did not adequately prepare annual and quarterly reports as 

required above. Mbale district,  having prepared 3 annual reports and 8 quarterly reports (2, 2 

and 4 in 2005-2006, 2006-2007 and  2007-2008 respectively),  is the only district out of 11 

districts and municipal councils visited that prepared all annual and some quarterly reports on 

the inspections carried out, representing 9% of the districts and municipal councils  visited. 

Only two of the eleven districts and Municipalities visited (18%)  prepared annual reports to the 

executive over the period under review. These were Mbale (3 annual reports) and Mbarara (2 

annual reports).  No DES regional office prepared quarterly reports. 

 

This was attributed to Inspectorsô failure to carry out any inspections thus making it impossible 

to prepare reports when inspections have not been done; and lack of awareness of the 

requirement to prepare these reports.  

 

In the absence of these reports, MOES may formulate policies on schools without adequate 

information from the majority of the schools.  

3.2.5 School Improvement Plan   

According to the Framework for School Inspectors developed by ESA, inspections are 

supposed to culminate into the production of a School Improvement Plan (SIP). It  is the 
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responsibility of the CAO, DEO, CCT, in liaison with DIS and Head teachers to assist schools in 

developing and implementing improvement plans aimed at addressing issues raised in the 

inspection report.  

 

In all the schools visited, none had prepared a School Improvement Plan.  

 

Schools had not prepared school improvement plans because head teachers lacked the skills to 

prepare them and, in addition, they had not been guided by the inspectors. 73% of the 

schools visited, reported that inspectors had not guided them on how to prepare SIP at the 

end of the inspection process. 

 

In the absence of a SIP, the follow-up on recommendations becomes difficult.  

 

Management response  

According to DES, one of the major steps in the development of a SIP is evaluation 

(both internal and external) in order to identify key areas of strength and 

weakness; and what needs to be done for improvement. While external evaluation 

is provided by inspection, internal evaluation is done by the school community 

(DES developed and diss eminated Self ï Evaluation Tools to this effect). There are 

also other responsibility centers e.g. CCT, DEO, DIS, and Head teachers who should 

also be held accountable.  

 

3.2.6 Monitoring and Evaluation o f Inspectors  

The Handbook for School Inspectors (Monitoring and Supporting Policy), requires District and 

Municipal Councils to develop an action plan for districts and municipal councils to monitor and 

evaluate the performance of inspectors annually. 

  

Although 48% of DEOôs and chief executives interviewed stated that inspectorôs performance 

was evaluated through a review of inspection reports, there was no evidence to confirm that 

inspectors were monitored and evaluated.  

 

This was caused by lack of awareness on what is required of DEOs and CAOs to enable the 

enforcement of such procedures.  
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In the absence of proper monitoring and evaluation, weaknesses in the inspection process 

remained undetected.  

3.2.7 Inspection Work Plans  

The Handbook for School Inspectors (Monitoring and Supporting Policy), requires District 

Inspectors to develop annual and quarterly work plans to ensure that every school receives 

one short inspection per term.  

We noted that 64% of Districts and Municipal Councils visited had prepared the annual work 

plans while 36% had not .  29% of those with annual work plans had not broken down their 

work plans into quarters .  

 

The explanation given by the Inspectors for failure to prepare work plans was that inspection 

activities depend more on the amount of money made available by Local Governments and 

ESA regional offices. However, from our point of view, failure to prepare annual and quarterly 

work plans was due to the laxity of inspectors.  

 

Inspections could, therefore, not be carried out in a planned  manner in the absence of 

approved work plans.   

 

Management Response  

However, according to the Ministry of Education and Sports , whereas it was a big 

challenge during the period under review, the MOES registered marked 

improvement since the financial year 2008/09. With the institution of the ñ 

Ins pection Cycleò and new Guidelines, the MOES hopes for a better performance.  

3.2.8 ESA Monitoring Quality o f Service Provided by District Inspectors  

The Handbook for School Inspectors (Monitoring and Supporting Policy), required District 

Inspectors to work with ESA in partnership and collaboration. In addition, ESA had the 

responsibility for monitoring the quality of service provided by Inspectors at District level and 

building their capacity as provided by the Local Government Act of 1997, section 97 and 98. 

 



 

 

64 

 

There was limited supervision or monitoring by ESA in the Local Governments during the 

period under review.  In addition, the evidence availed shows that there was very limited 

formal interaction between the ESA and the district inspectors in form of workshops, joint 

inspections or meetings during the period.  

 

This was attributed to lack of monitoring capacity by ESA in terms of personnel, funding and 

logistics to enable the monitoring to reach the desired levels.  

 

Limited partnership and collaboration between ESA and District Inspectors has affected the 

quality of service in inspections. The benefits that could have been derived from the joint 

efforts could not be realized and, therefore, the policies made by ESA for national 

development may not consider the findings from the district inspections.  

  

Management response  

DES attributed these shortcomings to the challenges stemming from inadequate 

authority to deal directly with the District/Municipal Inspectors of schools in 

accordance with the Local Gov ernment Act 1997. ESA , however , conducted 

capacity building activities and joint inspections, where Local Government 

Inspectors are brought on board using the Associate Assessors Model.  ESA also 

instituted a District Focal Officer System for ease of coord ination, partnership and 

collaboration.  

 

According to DES , Primary Education is a decentralized service (Local Government 

Act 1997).   Whereas DES has a role to play, the biggest responsibility lies mainly 

on the Local Government Inspectors of Schools.  

 

3.3 CONCLUSIONS 

 

3.3.1 The Legal Mandate of ESA  

The absence of the enabling law at the time had  a negative impact on the strategies designed 

to achieve the vision, mission and objectives of ESA which may have led to the  decline in the 

education standards in primary schools. 
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3.3.2 Staffing Levels   
 

With a low staffing level , the operations of the Unit could not have been conducted at desired 

levels since a number of schools were not inspected thus leading to poor education standards 

in schools.  

 

3.3.3 Inspec tions In Primary Schools   
 

The objectives of the inspections could not be attained in the event of inadequate inspections.   

 

3.3.4 Dissemination and Frequency of Reporting Inspection Findings  
 

In the absence of monthly, quarterly, half yearly and annual in spection reports, policy makers 

at the national level lacked the input of such reports from local governments to provide an 

input in planning and policy formulation.  

  

3.3.5 School Improvement Plan   
 

In the absence of SIP, subsequent inspections will have no basis of measuring the 

improvements made and the schoolsô administrations may fail to mitigate the ever increasing 

challenges; and thus decline in the overall standards in schools. 

 

3.3.6 Evaluation and Monitoring of Inspectors  
 

In the absence of the required level of awareness of the evaluation process, the identif ication 

of weaknesses and strengths in the inspection process, which is critical in planning, 

implementation and reporting by inspectors cannot be done. The quality of the inspections 

done may therefore not measure up to the desired standards. The quality of education in the 

country and the minimum standards in schools would continue to be poor.  

 

3.3.7 Inspection Work Plans  
 

Coordinated and comprehensive inspections are not possible in the absence of approved work 

plans.  
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3.4 RECOMMENDATIONS  

 

3.4.1 The Legal Mandate of ESA  

 It is noted that t he Education Act 2008 transformed ESA into a Directorate of Education 

Standards in the MOES. The legal status of the directorate is now defined and clear.  

 

3.4.2 Staffing Levels  

 
 For effectiveness in service delivery, DES should request to carry out a comprehensive 

human resource audit to meet the requirements from the ever increasing number of 

schools in the country. The current establishment is based on the 2001 consultantôs 

report whose considerations could have been overtaken by events. The MoLG, MoES and 

DES through the Ministry of Public Service, and the districts should advocate for the 

recruitment of adequate inspectors to ensure that the number of i nspectors is in tandem 

with the population of schools . 

 

 In addition, MOES should put systems in place to motivate and retain the inspectors. 

 

3.4.3 Inspections in Primary Schools  
 

 DES should regularly conduct workshops and seminars for all its staff, distr ict inspectors 

and administrators to remind them of their roles in improving education standards so 

that planning and carrying out inspection on schedule becomes a habit. This would also 

enable continuous professional development of the inspectors. 

 The Directorate should prepare and have a strategic plan for school inspections which 

should be properly costed. The strategic plan should have short, medium and long  term 

strategies on improving inspections in schools in the country. Once the strategic plan is 

adapted, it should be reviewed annually and action points drawn to enable the 

achievement of the strategy.  

 

3.4.4 Dissemination and Frequency of Reporting Inspection Findings  

 

 Inspectors should provide an immediate feedback to every school inspected and an 

inspection report shortly after inspection .  
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 DES should compile and disseminate regular reports on the quality of education and the 

state of education standards to relevant stakeholders. This is the core objective for 

which the department exists therefore efforts should be made to ensure that the 

information given out is comprehensive and represents the population.  

  DES should make it mandatory for inspectors at all levels (district, regional offices and 

DES headquarters)  to prepare monthly, quarterly, bi -annual and annual inspection 

reports. These reports should be consolidated at the regional level as well as at the 

headquarters. Cross-cutting issues and those demanding the action or the attention of 

the stakeholders should be clearly highlighted in these reports. 

 DES should create a data bank for all its inspection  reports for easy storage and 

retrieval. 

3.4.5 School Improvement Plan  
 

Head teachers should be trained and guided by the inspectors on how to develop SIPs. 

 

3.4.6 Evaluation and Monitoring of Inspectors  

 

 DES, through the Ministries of Education and sports, and of Local Governments should 

develop operational guidelines for evaluating and monitoring inspectors. This will be in 

line with the Local Government Act of 1997, section 97 and 98 which gives powers to the 

DES to monitor and evaluate inspectors of districts. 

 DES should train and equip district administrators with the skills of measuring the 

performance of inspectors. 

 Evaluation and monitoring of inspectors should be done at specified intervals and should 

be properly documented. These intervals should be regular to improve inspectorôs 

performance.   

 Other key players in the primary school inspection system should be held accountable for 

their omissions or commissions.  The directorate should liaise with District authorities to  

adapt results oriented methods of management.   

 

3.4.7 Inspection Work Plans  
The Directorate, together with the District inspectors, should develop annual and quarterly 

work plans to ensure that every school is inspected during the term and put control measures 

to ensure that work plans are prepared.  
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4 PENSION PROCESSING BY THE DEPARTMENT OF COMPENSATION: 

MINISTRY OF PUBLIC SERVICE   
 

 

4.1 INTRODUCTION  

 

4.1.1 Motivation  

 

Pension is a very important component of the terms  and conditions of service in the Public 

service. Public officers on retirement are entitled to receive pension that is commensurate 

with their ranks, salary and length of service. The payments should be prompt, regular 

and easily accessible to the pensioners29. As stated in the Clientsô Charter and amplified in 

the Public Service Pension Management Information Manual, April 2000, new retiring 

officers should access the pension payroll within 6 months from the date of 

commencement of pension processing. On the contrary however, it takes on average 23 

and 30 months for traditional civil servants and teachers respectively to access the 

pension payroll. These delays have resulted into the accumulation of pension arrears, 

which stood at Shs.128 billion at the beginning of the 2008/2009 financial year30.  

 

It is against this background that a Value for Money (VFM) audit was conducted in the 

Ministry of Public Service (MoPS), Compensation Department, to examine the time a 

retired officer takes to access his/her pension benefits; the underlying causes for the  

delay; and to  make recommendations for improvement. 

 

4.1.2 Description of the Audit Area  

 

Pension is managed by the Department of Compensation in the Ministry of Public Service 

(MoPS). The Compensation Department handles the pension schemes for the traditional 

public service, the teaching service, the defence and the former employees of the defunct 

East African Community (EAC). MoPS operates a defined pension benefits scheme which is 

                                                   
29 The Constitution of Uganda, Article 254 (1) and (3) 
30 The MoPS Ministerial Policy Statement and budget estimates for 2009/2010 
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computed on the basis of the annual salary before retirement and the total number of 

completed months of service, up to a maximum of 435 months 31.  

4.1.3 Mandate  

The Department derives its mandate from the 1995 Constitution of the Republic of 

Uganda (Article 254), which states that ñA public officer shall on retirement receive such 

pension as is commensurate with his or her rank, salary and length of service; The 

pension payable to any person shall be exempt from tax and shall be subject to periodic 

review to take account of changes in the value of money; The payment of pension shall 

be prompt and regular and easily accessible to pensionersò. This mandate is amplified by 

the Pensions Act (CAP 281), Armed Forces Pension Act (CAP 298), The Public Authorities 

Provident Fund Act (CAP 291) and the Pension Policy. 

4.1.4 Vision and Mission  

The Compensationôs Department does not have a Vision and Mission of its own but shares 

that of MoPS.   

 

Vision  

 ñTo develop a Public Service that is loyal, professionally competent, well motivated and 

facilitated to support the transformation of Uganda into a modern stateò.   

 

Mission  

ñTo develop policies, systems and structures that  facilitate efficient and effective public 

service performance for national development and improved quality of life in Ugandaò. 

4.1.5 Objective  

The objective of the Compensation Department is ñTo ensure a fair, equitable, transparent 

and prompt system of computation and payment of pension and other terminal benefitsò. 

 

4.1.6 Activities of the Compensation Department  

The activities include32:- 
ü Receiving and approving pension and gratuity applications; 

ü Verifying and assessing pension and gratuity applications; 

                                                   
31 Pension regulation 25 
32

 The Public Service Pensionôs Management Information Manual, April 2000 
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ü Paying pension and gratuities; 

Other activities are:- 

ü Budgeting for pension and gratuities;  

ü Receiving and maintaining pension records and data; 

ü Receiving and answering pension related inquiries and complaints; 

ü Providing technical support to other pension centres; 

ü Monitoring the pension performance of pension policies, programmes, and 

procedures to ensure that they meet desired objectives; 

ü Planning and executing pension and retirement awareness programs. 

4.1.7 The Organisational Structure  

The Ministry comprises the Minister of Public Service assisted by Minister of State for 

Public Service33. MoPS has five entitled officers; Deputy Head of Public Service and 

Secretary for Administrative Reform, the Permanent Secretary (PS) who is the Accounting 

Officer and three Directors responsible for Human Resource Management (HRM), 

Efficiency and Quality Assurance (EQA) and Research and Development (R&D). 

The mandate of the Ministry is implemented by nine Departments which fall under the 

three directorates. The Department of Compensation which falls under the directorate of 

Human Resource Management (HRM) is headed by a Commissioner.  

 

4.1.8 Fun ding   

The pension budget is entirely funded by the Government of Uganda (GoU). Funding for 

the three financial years under study was as follows: - 

 

Table 1: Pension releases in the financial years 2006/07 -  2008/09  

Financial Year  Pension Releases  Total  Sh s. 

Recurrent  Shs.  Arrears  Shs.  

2006/07 78 billion  42 billion 120 billion 

2007/08 78 billion 186 billion 264 billion 

2008/09 78 billion 101 billion 179 billion 

Source: OAG analysis of IFMS Reports       

                                                   
33

 MoPS Ministerial Policy Statement and Budget estimate for 2009/2010 
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4.1.9 Scope  

The study was carried out in MoPS, Compensation Department and focused on the time it 

takes the newly retired traditional public servants and teachers to access pension benefits. 

The study considered a period of three financial years from 2006/07 to 2008/09.  

 

4.2 FINDINGS AND CON CLUSIONS  

 

4.2.1 Processing Time  

 

 Overall Processing Time  

The Public Service Pension Management Information Manual, April 2000 and the Clientsô 

Charter state that new retiring officers should access the monthly pension payroll within 6 

months as shown below:- 

Table 2: Expec ted time of processing pension claims  

No.  Activity  Processing Time  

1 Receiving and Approving (acknowledge) Pension 

Applications 

2 weeks 

2 Verifying and Assessing pension 1 month 

3 Pensionôs payment 3 months 

4 Weekends (2 days* 4 weeks* 6 months)  1½ mon ths 

 Total  6 months  

 

A review of 135 files of the retired officers receiving pension revealed that it took on an 

average 23 and 30 months for the traditional civil servants and the teachers respectively 

to access the pension payroll from the time the pe nsion process commenced in a three 

year period from 2006/07 to 2008/09 as detailed in table 3 below.  
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Table 3: Summary of analysis of pension processing time (months) for 

pensioners on the payroll  
Financial Years  Pension Categories  

 Traditional Civil  Servants  

(Processing period  in Months) 

Teachers  

 (Processing period in Months) 

2006/07 22 22 

2007/08 28 38 

2008/09 18 31 

Average  23  30  

Source:  OAG examination of selected pension files  

 

The teachers took longer (30 months) than  the traditional civil  servants (23 months) to 

access the pension payroll. Teachers take longer compared to the traditional civil servants 

because the traditional civil servants have access to information regarding pension 

procedures and therefore apply earlier. It was also not ed that the teachers registration 

certificates have to be authenticated by the MoES before verification commences and this 

takes a longer time compared to that of the  traditional civil servants. 

 

The longest delay was noted during the financial year 2007/0 8 where traditional civil 

servants and teachers experienced delays of 28 and 38 months respectively. There was 

more improvement in the time taken to access pensions by traditional civil servants and 

teachers in the financial year 2008/09 compared to the fi nancial year 2007/08.  

 

Scrutiny of the internal assessment report on the ñProcess Analysis of the Pension 

Management Systemò   also revealed that pension processing was taking on average 

two years and seven months.34 Interviews with the staff of MoPS invol ved in pension 

processing also confirmed that on average it takes between 2-3 years to process a 

pension claim. 

 

The information availed by management on the Pension Information Management System 

(PIMS) revealed that there were a total of 31,497 pensioners  (both traditional civil  

servants and teachers) entered  in the system by the time of audit (24 th March 2010).  

                                                   
34 Procedure narrative for Pensions Assessment 
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Of these, 2,428 had not accessed the monthly pension payroll due to delays in the 

processing system. 

 

Table 4: Traditional civi l servants and te achers entered  in the PIMS  

 Category  

Status  Traditional civil 

servants  

Teachers  Total  

On Payroll 17,721 11,348 29,069 

Not on Payroll   1,938      490   2,428 

Total 

Pensioners  

19,659  11,838  31,497  

Source: Extraction by Systems Analyst from PIMS, 24 th  March 2010  

 

The above delays were attributed to the following: - 

 

Communication of queries  

We observed that the MoPS lacked a communication strategy to promptly disseminate 

information on queries raised during pension processing to the Ministries/department s and 

applicants and thus delaying feedback. Action on queried files is suspended until the 

issues raised have been responded to by the relevant Ministries/ Departments or retired 

officers. Queries are answered by retired officers only when they next visit  MoPS because 

that is when they get to learn of the queries raised , which compounds  the delay.  

 

Management response:  

The Ministry has improved communication with clients by setting up a pre 

verification unit. MoPS currently runs awareness programmes on T V, radio and 

conducts sensitization visits in the districts.   

 

Using a checklist , the cases of incomplete submissions are rejected at this level 

and handed back to the submitting officers. Any subsequent queries are 

submitted to the submitting accounting o fficers who are required to answer. 

Communication between MoPS and the Accounting Officers will further be 

strengthened.  
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Utilization of existing records   

The MoPS maintains the personal files containing employment records for all public 

officers which may be used to commence timely pension processing. However, MoPS does 

not make use of these records. We noted that retiring officers are required to furnish 

copies of their records on application for pension, leading to delays to commence pension 

processing. 

 

The interview with the pension association executive members confirmed that they are 

asked to furnish employment records because the HRM departments at both the MoPS 

and the mother ministries/departments do not maintain up -to-date records in the  

employee personal, files leaving the  pensioners with only the option of traveling back to 

their homes to look for copies, which takes time, leading to delay. 

 

Management response:  

The verification and processing of a pension claim requires that a public officer 

has been in  the  post and active on payroll. We also need evidence that one has 

no outstanding debts with Government and that one is retiring on a 

pensionable status. In addition, the Ministry does not maintain central records 

on non -gazetted police, priso n officers and teache rs yet they constitute more 

than 50% of the Ministryôs clientele.  

 

Record management system  

The MoPS does not have a centralized file tracking and retrieval system where all pension 

file movements are recorded and monitored. This made the locating of pension files 

cumbersome and delayed decision-making during pension processing. Audit further 

revealed that action officers kept queried files in their offices until the pending 

queries/issues are resolved which compounds the problem of records management.  

 

 

Pension Information Management System (PIMS)  

The MoPS uses PIMS to manage its pension processes. We noted that the system could 

not be relied on to provide adequate information , such as names of persons approving, 

authorizing, assessing and the dates of approval, authorization, and assessment  which 

could have been used to identify the staff who are not carrying out their duties on time 
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and therefore institute timely corrective measures. This was evident in the financial year 

2006/07.  

 

In addition, the audit established that  the system did not put to use the inbuilt check 

mechanisms of rejecting the  processing of incomplete records making them prone to 

abuse. It is only in 2008 when the inbuilt checks were activated after the insistenc e and 

refusal of the Compensation Department to process incomplete records.  

 

It was also noted that the PIMS entered pensioners who did not furnish bank details and 

those who did not qualify for monthly pension in a file referred to as ñpaying stationsò. 

These have not been separated to remove all those who do not qualify for payment. 

Qualifying pensioners who have not furnished bank details have also not been identified 

and informed to do so. This is prone to abuse.  

 

Efforts to ascertain the PIMSô design, cost and functionality were futile because 

management failed to locate the procurement file.  

 

Discussion with management revealed that they have been upgrading the system (PIMS) 

due to its inefficiencies and, as a result, management are in advanced stages of procuring 

another processing system, Integrated Personnel and Payroll System (IPPS), to address 

the existing challenges. 

 

Management response:  

The situation was true for claims that were verified and approved before April 

2008, when the process of veri fication, approval and tracking of claims by the 

HRM department was manual. Since then, all claims are verified, approved and 

assessed on line.  

 

Workflow  

Through audit observation and interviews of staff of the MoPS it was noted that the delay 

in pension processing was also caused by interruptions by pensioners. Pensioners move to 

various offices requesting for information on the current status of their claims which is not 

satisfactorily given at the inquiries desk. As a result, staff take time attending to  

pensioners even when they do not have the appropriate information.  
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Management response:  

A one -stop centre was established to give clients information on the status of 

claims but they still move to offices. The centre will be strengthened to give all 

the n ecessary information to pensioners about the queries raised during 

verifications and payments.  

 

Besides the general causes of delay to access the pensionsô payroll stated above, the audit 

also noted some specific causes associated with the various stages  processing  as 

described below:-  

4.2.2  Receiving and Approving Pension Application Forms  

Applications for pension should be received and acknowledged by the MoPS PS within 2 

weeks from the date of receipt 35. 

 

From the selected files in the three year period (2006/07, 2008/09 and 2008/09), it took 

the PS an average of 13 months and 16 months to acknowledge pension applications of 

traditional civil servants and teachers, respectively, as shown in the following table:  

 

Table 6: Time taken (months) by PS to acknowledge pension          

applications  

Financial 

Years  

Pension Categories  

 Traditional Civil Servants  Teachers  

2006/07 13 14 

2007/08 15 20 

2008/09 12 13 

Average  13  16  

Source:  OAG analysis of selected pension files  

 

The audit attributed  the  delay to acknowledge pension applications by the PS to lack of 

time limits allocated to sub activities carried out before the submission of application 

forms to the PS. The absence of time limits affects effective monitoring and supervision of  

                                                   
35 The Public Service Pensions Management Information Manual April 2000 
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the  activities carried out by officers. Officers take time to file application letters and 

documents in a CP file (for traditional public servants) or subject matter file (for teachers).  

 

Managementôs responses: 

Setting of time limits for the  sub activities carried out pr ior to the submission 

of application forms to the PS will be considered. Pension application forms are 

now submitted to the PS  for approval every Wednesday and take one week to 

be signed.  

 

The delay to acknowledge pension applications resulted in the delay to commence the 

verification process in the HRM department and therefore affects the total processing time 

of pension claims. 

 

Conclusion  

The acknowledgement of pension applications is critical in pension processing. Delay 

therefore in acknowledging pension applications affects the time it takes to process 

pensions. 

4.2.3 Verification and Assessment of Pension claims  

Pension claims should be verified and assessed within 1 month from the date of 

acknowledgement . 

 

The reviewed pension files did not indicate the dates and results of the verification 

exercise, making it difficult for the audit to establish how long files were taking to be 

verified. In addition, the dates of approval by C/HRM in the PIMS during the financial year 

2006/07 were completely missing and in the financial years 2007/08 and 2008/09 could 

not be relied on because C/HRM was approving before acknowledgement by PS, which 

was found to be irregular.  

 

However interviews of senior managers of MoPS and a review of the MoPSô internal 

assessment report on the ñProcess Analysis of the Pension Management Systemò 

revealed that it was taking an average of 14 months to verify and assess pension files. 

Out of this, verification accounted for 12 months while assessment took 2 months.  
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The delay in the HRM department was attributed to the long verification time caused by 

slow response by the retired officers to the queried pension applications. Queries are 

mostly raised regarding the absence of letters of appointment, promotion or confirmation 

and the retired officers have to refer back to their mother ministries/departments for 

copies. 

 

Management response:  

MoPS has set up  a pre verification unit which carries  out  initial checks of 

pension applications against a checklist and pensioners are immediately  

informed of any  missing documents. This has reduced  the  queries raised 

during verification.  

 

The audit further noted that apart from the role of verifying pension files, the HRM 

department also handles other core roles of recruitment, appraisal, promot ion and training 

of staff in the entire public service and these take priority as compared to verification of 

pension files. Failure to give appropriate attention to pension verification, yet the 

Compensation Department is dependent on the HRM Department, delays the assessment 

process. 

 

Management response:  

The verification unit has been strengthened by recruiting additional staff to 

specifically handle pension verification in  the  HRM D epartment and produce 

monthly status reports on the number of cases rec eived, verified and queried. 

The assessment unit also reports to C/Comp the cases received, assessed, sent 

to and queried by audit.  

 

In addition a meeting between the departments of Compensation and HRM was 

convened to strengthen the verification activiti es and the two departments 

now meet monthly to review work progress and challenges.  

 

The slow response to queries and paying less attention to the verification of pension files 

by the HRM Department leads to delayed assessment and eventual authorisation of access 

to the pension payroll.  
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Conclusion  

MoPS delayed the verification and assessment of pension files and this had an impact on 

the whole pension processing time. 

4.1.4 Payment of Pensions  

Payment of Pension should be effected within 3 months from the  time of authorization by 

the Commissioner of Compensation36. 

 

We observed that it took on average 8 months and 9 months for traditional civil servants 

and teachers, respectively, in the financial years 2007/08 and 2008/09 to access pension 

from the date of  authorization as shown in the table below:  

 

Table 7: Average time (months) taken by pensioners to access the 

Pensionôs payroll.  

Financial Years  Pension Categories  

 Traditional Civil Servants  Teachers  

*2006/07  - - 

2007/08 9 10 

2008/09 7 7 

Average  8 9 

Source:  OAG analysis of selected pension files and MoPSôs PIMS,  25th  August 2009  

*2006 -07 : Average time taken for pensioners to access the pensions payroll could not be 

determined due to missing data in the PIMS ie authorization dates.  

 

Management attributed the delay to access the pensionsô payroll to insufficient funding 

under the defined benefit scheme which is entirely dependent on budgetary provisions 

from MoFPED which fell short of the funds requisitioned and therefore could not cater for 

the ent ire Departmentôs pension liability as shown in the following table:   

 

 

 

 

 

                                                   
36

 The Public Service Pensions Management Information Manual, April 2000 
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Table 8: Pension funding position for traditional civil servants and 

teachers in the financial years 2006/07 - 2008/09  

Source: Approved budgets and OAG analysis of IFMS Reports  

      

Management response:  

Releases from MoFPED have been falling short of the approved amounts in the 

budget and as a result pension reforms were initiated by MoPS in collaboration 

with other stakeholders towards  the  introduction of a contributory pension 

scheme.  

 

The PS/ST has also promised to fully fund annual pension  bills and officers will 

be paid their pension benefits as soon as they retire with effect from 1 st  July 

2010.    

 

Besides inadequate funding, audit revealed that MoPSôs method of budgeting for pension 

was wanting. Projections of pensioners likely to retir e at a given period of time that forms 

the basis for budgeting were never made. Management arbitrarily estimates the pension 

figures that do not reflect the true financial requirement of pension the scheme. The 

analysis of the Ministryôs budgeted arrears figures for all pension categories, considering 

2005/06 as a base year, showed inconsistencies due to failure by the MoPS to prudently 

forecast pension requirements. 

 

For example, in 2005/06, the MoPS had opening balance of pension arrears of Shs.320.7 

billion. Given the pension bill of Shs.108 billion and actual expenditure of  Shs.100.4 billion 

in the same year, the closing arrears would have been Shs.328.3 billion. This closing 

balance is also the opening balance for 2006/07 which, if applied in the comput ation, 

results into closing arrears of Shs.323.3 billion for the year  and not Shs.284.4 billion as 

reflected in the Ministryôs Policy Statement. Table 9 shows that the Ministry has been 

Financial 

Years  

Budget 

Submissions  

Actual Release  Under funding  

2006/07   98 billion 68 billion 30 billion 

2007/08 102 billion 68 billion 34 billion 

2008/09 102 billion 68 billion 34 billion 
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under budgeting in the financial years 2006/ 07, 2007/08 and 2008/09 by  Shs.38.9 billion, 

Shs.10.3 billion and Shs.34.4 billion respectively. 

 

Table 9: Annual analysis of Arrears  

YEAR 2005/06  

Billion Shs  

2006/07 

Billion Shs  

2007/08 

Billion Shs  

2008/09 

Billion Shs  

Arrears  
*320.7  328.3 323.3 202.5 

Current Year 

pension bill 

108 122 144 152 

 
428.7  450.3  467.3  354.5  

Actual  

Expenditure 

100.4 127 264.8 192 

Arrears c/f 
328.3  323.3  202.5  162.5  

 
    

Arrears as at 

Year End  

 2006/07  2007/08  2008/09  

Auditorsô 

Analysis 

 323.3 202.5 162.5 

Ministryôs 

Budget Figure 

(Policy 

Statemen t)  

 284.4 192.2 128 

Under 

Budgeting  

 38.9  10.3  34.5  

* Assumption: Opening arrears of Shs. 320.7 in 2005/06 Policy Statement is correct.   

 

Man agement response:  

In preparing the estimate for pension budget, the assumption s used by the 

ministry include past performance for payment of death gratuities, the number 

of officers due to retire on mandatory grounds and the projected salary 

increases for the forthcoming financial year. Due to  the  budget ceilings given 

by MoFPED, pension is under provided  for  in the  approved budget.  

 

Further analysis of the  submissions made to both Parliament and MoFPED revealed that 

MoPS submitted different figures of arrears yet the two submissions are meant to be the 

same given the fact that the same situation is being reported on as shown in the table 

below:  
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Table 10: Arrears Submission to Parliament and MoFPED  

 

YEAR 2005/06  2006/07  2007/08  2008/09  

Arrears (Policy 

Statements) 

320.7 284.4 192.2 128.0 

Arrears Submission to 

MoFPED 

282.1 298.0 254.4 100.3 

Variance  38.6  -13.6  -62.2  27.7  

 

The inconsistency in the figures casts doubt on the correctness and reliability of the 

ministryôs budgeted figures. 

 

The executive members of the Uganda Government Pensionersô Cooperative Society Ltd, 

an umbrella organization of pensioners, attributed the limited funding to failure by 

Government to provide for the pension fund in accordance with the Pensions Act, Section 

7(1) which states that  ñall pensions, gratuities or other allowances shall be 

charged on and payable out of the Consolidated F und without further  

appropriation than this Actò. and as a result MoPS treats  pension as a contingent 

rather than a commitment.  

 

Further analysis of funds utilisation also revealed that the funds released by MoFPED to 

cater for the various pension categories were being diverted from one category to others. 

This delays the payment of pension in the category whose funds have been diverted, for 

example, in the period under review, management , diverted teachersô pension of Shs.12 

billion. According to the management such diversions are done to cater for payments of 

other pension categories. For example, Shs.3 billion was diverted from other categories to 

pay the traditional civil servants. Det ails as per the following table:  
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Table 11: Pension releases aga inst the Actual Bank payments for Traditional 

Civil servants and Teachers for the financial years 2006/07 - 2008/09  

Recurrent  

Traditional Civil servants  

Financial Year  Actual Releases  Actual Payments  Variance  

2006/07 40 billion 41 billion (1 billion)  

2007/08 41 billion 43 billion (2 billion)  

2008/09 41 billion 41 billion Nil 

Total  122 billion  125 billion  (3 billion)  

Teachers  

2006/07 28 billion 23 billion 5 billion 

2007/08 27 billion 23 billion 4 billion 

2008/09 27 billion 24 billion 3 billion 

Tota l 82 billion  70 billion  12 billion  

Source: Approved budgets and OAG analysis  of IFMS Reports        

 

Management response:  

Monthly pension payments are the priority pension expenditures. Money was 

therefore moved from teachersô monthly budget to beef up Traditional civil 

servants and UPDF widows where there were shortfalls.  

 

Insufficient funds release by MoFPED coupled with improper budgeting, failure to comply 

with the Pensions Act and diversion of pension funds lead to limited funds available to 

settle pension bill, which in turn leads to delay to access pension as evidenced by the 

piled pension files in the accounts department which are pending payment.  
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Picture 2:  Verified and Assessed pension files pending payment, taken on 15 th  October 

2009  

 

Delay to access pension affects the retired officersô livelihood thereby making them 

frustrated and some of them not accessing pension in their lifetime.  

 

Conclusion  

There is insufficient funding by Government towards the  settlement of pension liability as 

it falls due, leading to accumulation of pension arrears.  

 

Effect of Delayed Processing of Pension  

The general delays stated above led to failure by retired officers to provide for themselves 

and their families leading to increased dependency burden, distress, frustration and 

demoralization. 

 

General Conclusion  

Delayed access to pension leads to the violation of  the  pensionersô rights enshrined in the 

National Constitution, Article 254 (3) which states that, ñthe payment of pensions shall be 


