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PART fiA O

GENERAL OBSERATIONS ON LOCAL AUTHORITIES

1.0

INTRODUCTION

The Office of the Auditor General is established by Article 163 of the Constitution
of Uganda. Article 163 (3) of the Constitution as amplified by the National Audit
Act 2008 and also Section 88 of the Local Government Act (2007) and other
various Acts of Parliament that establish Commissions and State Corporations,
give the Auditor General the mandate to audit all the public accounts of Uganda

and make an annual report on them to Parliament.

Article 163(3), (4) and (7) as further amplified by Section 13 of the National

Audit Act 2008 specifically provide respectively that, the Auditor General shall
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; the Auditor
General shall conduct financial and Value for Money audits in respect of any
project involving public funds; and the president shall require the Auditor General
to audit the accounts of any body or organization envisaged; and the Auditor
General shall submit to Parliament annually a report of the accounts audited for
the financial year immediately preceding. My responsibility in case of audits of
Local Authorities is further amplified in Sections 16 and 19 of the National Audit
Act 2008.
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2.1

SCOPE OF AUDITOR GENERALG6S FI NANGBU AL

INVESTIGATIONS WITH REFERENCE TO LOCAL AUTHORITIES

Number of Audit Entities and Status of Completion

The Directorate of Audit of Local Authorities of the Office of the Auditor General
(DA LA) is responsible for conducting financial audits into all the Local Authorities
and Regional Referral Hospitals For the Financial year 2008/2009, | was required
to audit and report on a total of 2,010 accounts of Local Authorities and

Hospitals, and 35 special audits. | am pleased to report that my office was able
to audit and complete all the 206 Higher Local Governments (HLGs), Town
Councils and Hospitals within the statutory time frame of 31 * March 2010. Sub-
country audits for the financial years 2007/2008 and 2008/2009 and some
special audits are on going. The table below shows the number of entities and

the audit completion status.

Table 3.1
Audited Entity / Year Number of | Accounts Audits
category Accounts Audited under
Progress

District s 2008/ 2009 80 80 -
Municipal 2008/ 2009 18 18 -
Council s
Town Council s 2008/2009 97 97 -
Regional Referral 2008/2009 11 11 -
Hospitals
Sub Counties and 2008/2009 902 - 902
Divisions
Sub-counties and 2007/2008 902 - 902
Divisions Arrears 2006/2007 898 898

2005/2006 497 497
Special Audits 35 14 21
Total 3,440 1,615 1,825

AUDI TS

i



2.2

Scope of Financial Audits

The

scope of the Auditor Generalds work in

audit and report to Parliament by expressing an independent opinion as to

whether or not the financial s tatements of the audited entities fairly present in all

material respects the financial position as at the financial year end and (ii) the

results of the operations and cash flows for the year then ended comply in all

material respects with generally accepted Accounting Practice as well as comply

with the relevant laws and regulations applicable to those entities.

An opinion will be expressed on the financial statements certifying whether: -

e The financial statements contained no material misstatements or errors and

therefore an unqualified opinion was issued or

e The financial statements contained material misstatements or errors and

therefore a qualified opinion was issued in the following form: -

(ii)

(iif)

Qualified except for; where the material misstatements or er rors are not
pervasive and fAexcept foro those
for, the rest of the financial statements fairly present in all material
respects the financial position of the entity.

Disclaimer; where the financial statements contain  material
misstatements based on limitations on the scope of the audit work to the
extent that there is uncertainty on the fairness and truthfulness of the
financial statements and therefore an audit opinion cannot be given
because of the gravity of the unc ertainty.

Adverse; where the financial statements contain material misstatements
or errors and there is disagreement with management to the extent that
it is concluded that the financial statements do not represent a fair
presentation of the financial position of the entity as at the financial year

end.

The basis of opinion provides guidance on each particular opinion issued. These

issues should be discussed by the oversight committees of Parliament so as to

enable improvement of the accountability issues in those institutions.

mi

Ssstate



2.3

2.4

3.0

Responsibilities for the Financial Statements

In conducting the audits on Local Authorities, the Chief Administrative Officers,

Town Clerks, Assistant Town Clerks of Divisions and Subkcounty Chiefs (called

Accounting Officer s) and the Auditor Generalds respon
in the Local Governmentsodé Act 1997 asmds amende
the National Audit Act 2008.

Representation by Management/Accounting Officers
As part of the audit, the Auditors request management of the audited Local
Authorities to provide written confirmations of their oral representations or
assertions that they received from the management during the audit about the
accounts and financial statements of the local authorities. The management
representations are addressed to the Auditor.

SUMMARY OF AUDIT OPINIONS ISSUED

For the reports | issued on Local Authorities accounts for the financial year
2007/08, a summary of the opinions is as in table 4.1 below:
Table 4.1

Type of Council Total Unqualified Qualified Adverse Disclaimer

Audit opinion Opinion
Units

Districts and Town 206 53 153 0 0

Councibk, Regional

Referral Hospitals*

and KCC Divisions

Percentage 100 25.7 74.3 0 0

* The detailed reports of Regional Referral Hospitals are given in Volume 2 of the

Audi tor

See Appendix |

Gener al 6s

report.

for details of types of opinions issued for each Local Authority.
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5.0
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STATUS OF AUDIT REPORTS CONSIDERED BY OVERSIGHT
COMMITTEES

The Audit reports of local authorities are considered by two oversight bodies
namely; Parliamentary Local Government Public Accounts Committee in
accordance with Article 164(3) of the Constitution and the District Public
Accounts Committees in accordance with Section 88(7) of the Local

Government sé6 Act .

As reported last year, the update on the status of consideration of the Auditor

General 6s reports by the DPACs continues

the fact that the Districts PACs rarely, call the staff of the Auditor Gener a | 6 s
participate in their discussions. Sensitization of the DPACsunder the Millennium
Challenge Corporation Project funded by USAID was heldin 30 Higher Local
Governments with a view of enhancing skills in their oversight role. The

outcome of this effort is awaited.

The Parliamentary Local Government Public Accounts Committee (LGPAC) has
involved my staff in the discussion of the audit reports and during the year
reports for 2004/05 1 2007/08 for 50 Districts and Municipalities were

considered.

CROSS CUTTING ISSUES IN LOCAL AUTHORITIES

The issues under this sub-heading reflect common findings across local
governments. These may require a generalized nationwide approach to handle
them including designing appropriate policy or reforms tar geting the cause of the

problems. Below are the key findings:

Need for Updating the Local Government Financial

and Accounting Manual
The following are some of the issues pertaining to the Manual:-

Of f i

t o
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@ Presentation of Financial Statements

The International Accounting Standards (AS1) provide a format presentation of
financial statements beginning with the balance sheet/statement of financial
position, followed by Statement of financial performance/income an d expenditure
statement and the cash flow as primary statements. However, section 7.1.4 the
Local Governmetn Financial and Accounting Manual, 2007 provides a different
format of presentation of financial statements which is inconsistent with the
above standards. This section requires financial statements of a Local
Government to be presented with a Trial Balance followed by Income and

Expenditure Statement, Balance Sheet and Cash Flow Statement.

(i) Incomplete Format of Cashflow Statement

Whereas accounting standards require the disclosure of ca$i and cash
equivalents brought forward from the pervious year and also the disclosure of
cash and cash equivalents carried forward to the subsequent year, the format of
the cash flow statement prescribed by the LGFAM, 2007 does not provide those
disclosures. It only provides for net increase in cash and cash equivalents. This
leads to concealment of cash and cash equivalents at the start of close of the
financial year and hence users of financial statements are not provided with

sufficient information in regard to the cash flow.

(iii) Depreciation Rates

Section 6.4.2.24 of the Local Government Financialand Accounting Manual, 2007

provides for depreciation of fixed assets as follows:-

(&) Computer and data handling equipment at 40%.

(b) Automobiles, buses and mini buses with capacity of less than 7 tones,
construction and earthmoving equipment 7 35%.

(c) Buses with seating capacity of 30 or more people, goods vehicles of more
than 7 tones, specialized trucks, tractors, trawlers and trailer containers and

plant and machinery used in farming at 30%.
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These rates are applicable on investments for tax allowances in accordance with
the Income Tax Act Cap 340. These rates are inappropriate for purposes of
recognising diminution in value of an asset so that a charge repre senting its use,
is reflected in the financial statements. There is a need to revise the Manual so
that appropriate depreciation rates are determined for accounting for diminution

of assets values.

Revenue Collection

Under Collection of Local Revenues

According to regulation 32 of Local Governments Financial and Accounting
Regulations, 2007, a Council should ensure, through the Head of Finance, that all
revenue budgeted for by Council is promptly collected in the approved manner

and banked intact.

However, during the year under review a number of Councik under collected
local revenue amounting to Shs.24,896,380,501 as reflected in the schedule in

Appendix II.

The shortfalls in revenue collection are attributed to (i) inadequate awareness
of the new local service tax and hotel tax (ii) inadequate revenue mobilization by
both technocrats and Council leaders arising from over dependency on Central
Government Grants and donor contributions and (iii) unrealistic revenue

estimates coupled with a narrow local revenue base.

The Council budgets are linked to national development goals and therefore
under collections of revenue impair the implementation of the planned service
delivery activities and impact upon the attainment of agreed Council objectives

and targets as reflected in their budgets.

Accounting Officers should undertake greater effort in sensitizing the population
about the new taxes and putting in place mechanisms to enhance revenue
mobilization and collection; revenue collection mechanisms should be reviewed

with an aim of strengthening the controls to mitigate losses. Revenue collectors
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5.3

at Sub County or Division 1| evel and all re\
adequately supervised, and accountable stationery like receipts checked

regularly.

Arrears of Local Revenue

Section 4.8 of Local Government so Financi al
requires the Head of Finance to consolidate a final list of arrears of revenue

returns and submit it to the executive committee for action.

In the financial year 2008/09 a number of Local Councik did not prepare and
submit to the executive committee arrears of revenue returns amounting to
Shs10,265,953,009. (Details are as in Appendix IlI).

This may be due to laxity by the Heads of the various Departments to provide
the arrears of revenue information to the head of finance and Council It may
also be due to lack of awareness of financial regulations by the relevant

authorities.

Inadequate revenue information by the enforcing depart ment may lead to

potential loss of such revenues.

Money owed to Council represents an asset that is idle as it denies the Council
the opportunity of using the money to provide the services promptly. Any debt

not collected is a serious matter and may represent a loss to Council

Accounting Officers should vigorously monitor/follow up debtors/arrears of
revenue on a regular basis. Legal redress should be sought in cases of long

outstanding collections.

Excess Expenditure without Authority

It is a requirement under regulation 44(1) of the Local Government Finance and

Accounting Regulations 2007 that expenditure is not incurred in excess of

10



54

approved estimates or as may be amended by properly authorized virement and
supplementary estimates. During the financial year however a number of
Councis incurred excess expenditures without authority amounting to
Shs.3,004,019,063 (Details are as in Appendix 1V)

We did not observe the imposition of surcharges against defaulting officers and
the absence of these punitive actions coupled with lack of awareness could
possibly explain the cause for this lapse. Deliberate intention to defeat Council
controls over the budget management as well as inability to provide oversight
scrutiny by Council Leaders may also be another cause for this lapse.

Accounting Officers should always spend within approved budgets to ensure
sound expenditure control. In case of need to revise estimates procedures set
out in section 3.12 of the Local Government Financial and Accounting Manual,
2007 should be followed.

Administrative Advances Unaccounted for by the

End of the Financial Year

Regulation 43(2) of Local Government Financial and Accounting Regulations
2007 requires that administrative advances be authorized by the chief executive

and be accounted for within a month.

During the financial year 2008/2009 funds advanced to the officials of Council
that remained un-accounted for amounted to Shs 7,034,462,428. (Details are

as in Appendix V).

This was noted to arise from a number of factors being (i) Chief Executive
authorizing advances to those who have not yet accounted for previous advances
and (ii) absence of a monitoring and enforcement/recovery mechanism. It may
also be deliberate intention to defraud Council funds or laxity in enforcing

punitive measures against responsible officers.

11



5.5

This significant accumulation of funds being tied up in unaccounted for advances
impinges upon Council having monies available to implement programme
activities. The unaccounted for advances also pose a risk of loss of funds as a
result of delayed or poor accountabilities being rendered or falsified documents

presented.

Advance accounts should be properly managed and closed off at the end of each
financial year. Management should ensure that the recording of advance
accounts is done in a systematic and timely manner. Accurate records can aid
management in production of timely financial statements, which can be relied

upon by all stakeholders.

Unvouched Expenditure

Local Govermment Financial and Accounting Regulations 2007 regulation 42
requires that all disbursement of public monies be properly vouched on payment

vouchers prescribed in the Accounting Manual.

However, it was noted that expenditure s totaling to Shs.3,111,307,228 were not
supported by payment vouchers as detailed in Appendix VI . In such
circumstances the genuineness and purpose of such expenditure could not be
established as it was not verifiable. This could be as a result of poor filing system

or deliberate misuse of funds.

The unvouched expenditures are significant when consolidated. This reflects
poorly on the consolidated position because such amounts cannot be tagged to
any particular service or activity with certainty of such service having been
delivered. Such doubtful expenditures are prone to fraud and misrepresentation

of services provided to the citizens.

Proper filing and safe custody of vouchers should be strictly adhered to as
required by financial regulations. Such an action will significantly assist in tracing

some accountabilities where they may exist. Measures should be undertaken to

12



5.6

5.7

obtain genuine supporting documentation where payment vouchers have been

misplaced in order to support spent funds.

Inadequate Supporting Documentation to Expenditures

Section 5.4.6 and 5.4. 8 of t he Local

Manual, 2007 requires that relevant supporting documents must be attached to

payment vouchers.

It was noted that a number of Local Authorities did not provide ad equate
supporting documentation for payments totaling to Shs. 2,268,424,244. In the
absence of such supporting documentation the funds remain unaccounted for.

Details are as in Appendix VIl .

This could be as a result of poor filing systems, lack of capacity, staff

incompetence or deliberate intention to misuse funds.

When funds are spent on unplanned activities, it is not possible to evaluate the
performance of those funds against planned predetermined targets. The
genuineness of such expenditures s doubtful and such expenditures are prone to
fraud. Often there is a risk of double payment through presenting the same

supporting documents more than once.

e Accounting Officers should ensure that before any payment is made, relevant
supporting documents are attached and are duly checked for rates, quantities
and authorization.

e All supporting documents should be properly kept and availed whenever

required for reference.

Irreqular Procurement of Goods and Services

According to the Public Procurement and Disposal of Public Assets Act 2003
(PPDA Act), and the Local Government PPDA regulations 2006, all public
procurement of goods, services and works should comply with PPDA Regulations.

However, a number of Local Authorities procured items and services worth

13
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5.8

Shs14,519,848,480 without complying with Public Procurement Regulations.
(Details are as in Appendix VI ).

Cases of this nature are due to a number of reasons which include inter alia, lack
of technical capacity, delays by the District Procurement and Disposal
Units/Contracts Committees to handle procurements and also deliberate action

by the responsible officers to circumvent procurement procedures.

As a result, Council may not get good value for money.

All procurement of goods and/or services should be undertaken in a timely
manner in accordance with approved work plans and should comply with
Procurement Regulations to avoid unauthorized expenditure. Proper controls
regarding procurement of goods and/or services should be adhered to if the

existing systems are to be relied upon.

Non -remittance of Taxes to Uganda Revenue Authority (URA)

According to Section 124(1) of Income Tax Act 1997, a withholding agent should
effect the requisite payment to Uganda Revenue Authority of taxes withheld

within 15 days after the end of the month in which the taxes were withheld.

During the financial year, a number of Councik deducted Shs696,215,434 as tax
but the amount were not remitted as required by the Act. Details are in
Appendix IX. Failure by management to remit the Taxes and obtain
acknowledgment receipts from Uganda Revenue Authority (URA) attracts fines
and penalties from Uganda Revenue Authority (URA). Such fines and penalties

represent nugatory expenditures which could have been avoided.

Taxes should be deducted and remitted to URA and all receipts for payments
collected and attached to the relevant payment documents or filed to confirm
payments. Tax laws should be complied with and monies remitted by due dates

to avoid evasion, diversion and the subsequent tax penalties and surcharges.
14



5.9

Non -remittance of Unspent Conditional Grants to

the Consolidated Fund

Section 19(1) of the Public Finance and Accountability Act 2003 (PFAA) requires
that all un-spent balances of monies withdrawn from the consolidated fund shall
be repaid back to the same account at the closure of the financial year. Similarly,
the Local Governmentsd Financi al and
requires all account balances in respect of conditional or other grants from
central government to be returned immediately after the year end and in any

case not later than 25™ September following the end of the financial year.

It was, however, noted that most of the Local Councik were not remitting the
unspent balances of the Conditional Grants to the Consolidated Fund. A sum of
Shs10,333,710,080 in respect of unspent conditional grant at the end of year by
various Councik was not returned as required. There was also no authority from
the Secretary to the Treasury to retain the funds as required (details are as in

Appendix X).

The risk of the retained money being spent on unauthorized activities is high.

e Accounting Officers should ensure that activities are promptly implemented
as planned to avoid the reoccurrence of such phenomenon.

e Unused balances of funds should always be returned to the Treasury or
authority sought to have them spent in the preceeding year.

¢ Payments should be made in time as and when services have been rendered
and claims or invoices have been received for a given quantity of services
rendered to the Council after confirmation from the technical staff that the

guality of the services is according to specifications or orders made.

15
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Diversion of Funds

According to the Local Government Financial and Accounting Regulations 2007
regulation 37(2), Conditional Grants from Central Government shall be planned

for, recorded and accounted for according to the grant conditions and guidelines.

During the financial year under review it was observed that a sum of
Shs.321,340,406 was diverted by some Councik for activities other than those

intended. (Details are as in Appendix XI).

These in most cases are Council actions arising from disregard to grant

guidelines and conditions.

This may result in penalties with the effect of denying Council further funding;
the intended service is finally not recieved by the beneficiary community thus

hampering government in the attainment of national goals.
Accounting Officers should always ensure tat funds are applied to planned and

budgeted for activities in accordance with grant guidelines. The diverted funds

should be refunded to facilitate intended programmes as provided for .

Depreciation of Fixed Assets in Urban Authorities

Section 2.3.1.6 of the Local Governments Financial and Accounting Manual
provides that Local Councik using accrual basis of accounting shall depreciate

their fixed assets according to the policy guidelines issued by the minister.

A number of the Urban Authorities did not depreciate their fixed assets.
Therefore Shs.1,232,513,244 shown as fixed assets in various balance sheets of
various Urban Councik was an overstatement. In the case of assets depreciated
the rates were inconsistent with the Local Government and Accounting Manual

(Details are as in Appendix XlI).

16



5.12

The likely causes of failure to comply with the laid down procedures were noted
to be due to (i) lack of competent and capable Accounts staff, (ii) insufficient
supervision of finance staff and (iii) lack of awareness on the requirements of

the new financial and accounting regulations.

Inconsistencies in the application of an appropriate depreciation rate or the
absence of applying any depreciation charge undermines the value at which
those assets are reflected in the financial statements. Such values therefore are
inappropriate for use in determining replacement, maintenance or disposal

policies.

e The policy adopted on capitalization, valuation and depreciation or expensing
of fixed assets should be clearly spelt out.

e Depreciation rates to be used annually should be realistic and agreed upon
and presented to Council for approval.

o Where reported asset values no longer represent the true or realizable values
of the assets because of continued use without depreciation, the assets

should be revalued before depreciation rates are applied to them.

Wasteful Expenditure

Regulation 9(b) of the Local Governments Financial and Accounting Regulations,
2007 requires the chief executive to ensure that the public moneys, property and
resources for which he/she is responsible as Accounting Officer are properly

managed and safe guarded.

However, in a number of Councik, it was noted that expenditure amounting to
Shs1,781,940,597 was utilized for activities that were neither budgeted for nor
beneficial to the Council and was therefore wasteful. Details are as in Appendix
X1

This was as a result of (i) lack of feasibility studies being undertaken to
determine the adequacy of projects, (i) absence of cash flow statements to

manage the flow of funds and (iii) management failure to observe best practices

17



5.13

in the management of those funds. The funds were not used in the most
productive manner in delivering services. Council agreed objectives and targets

were therefore either not achieved or the fun ds were wasted.

Accounting officers should always ensure that proper assessment of the needs of
the Councilin relation to its available resources is carried out. Expenditure should
be incurred in an economical, efficient and effective manner. Responsible

officers should be made accountable for the wasteful expenditure.

Over Commitment of Councils

Regulation 11 of the Local Government Financial and Accounting Regulations,
2007 requires the Head of Finance to ensure that commitments are not approved
unl ess there i s sufficient and committed

commitments item.

A number of Accounting Officers in the year under review failed to adhere to the
commitment control system which has resulted in committing Councik beyond
their financial resources leading to creating liabilities reflected in outstanding
creditors and domestic arrears amounting to Shs.3,849,910,394 as per details in
Appendix XIV .

Under collection of local revenue, lack of financial discipline by the Heads of
Finance, pressure from the Council leaders on Accounting Officers, insufficient
funds to pay statutory obligations such as salaries and pensions are some of the
causes that lead to over commitment of Coundls and hence creation of

outstanding creditors and domestic arrears.
This denies Council of working capital and negatively affects development of

private sector business which in turn hinders poverty eradication efforts. It also

exposes errant Councik to litigation costs and legal suits by creditors.

18



Accounting Officers should increase their controls on creditors to minimize
accumulation of debts. Commitments should be entered into based on funds

available to minimize the creditorsé positi o

A commitment control system should be complied with and officers who commit

Council beyond, available resources be held personally liable.

5.14 Pension Liabilities

Regulation 54(2) and (3) of Local Government Financial and Accounting
Regulations, 2007 stipulatest h a t al | empl oyeesd6 salaries art
due and payable on the last date of each month and all Local Governments shall
be up-to-date with salary and pension payments and that the Chairperson of the
Council and the Chief Executive Officer shall be held responsible for any

contravention of the regulations.

Contrary to the above, regulation, a number of Accounting Officers failed to

adhere to the above regulation leading to accumulation of liabilities , for example,

Rakai District (Shs.572,122,295), Gulu Municipal Council (Shs.229,043,016) and
Kabale District (Shs.51,088,468).

There is a risk of litigation due to indebtedness, which can further increase the

costs to the Council

The Local Councik should liaise with the Ministry of Public Service and make
immediate arrangements to have the outstanding amounts settled before more
obligations arise in form of legal costs. Management should devise means of

ensuring settlement of obligations as they fall due.

5.15 Suspected Transactions

Regulation 9(b) of the Local Governments Financial and Accounting Regulations,

2007 requires the chief executive to ensure that the public moneys, property and

19
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resources for which he/she is responsible as Accounting Officer are properly

managed and safe guarded.

It was noted that a number of Local Councik had transactions suspected of fraud
amounting to Shs.400,641,553. Details are as in Appendix XV. Public funds
were lost and planned activities were not implemented. The Accounting Officers

should investigate and take action on the culprits.

Land Titles

According to the Local Government Finance and Accounting Regulations, 2007
particularly regulation 9 (j) an Accounting Officer is required to ensure safe
custody of all assets of Council It was however n oted that various entities lacked
land titles for their Land. In some cases even the Headquarter premises did not

have titles. Some of the affected entities include:

Mubende Town Council
Kiboga District

Lira Municipal Council

Koboko District

Nkokonjeru Town Council
Mbarara District

Bundibugyo town Council
KaseseDistrict(Bwera hospital)
Kyenjonjo Town Council
Nyahuka Town Council

There is a risk of encroachment on the properties.

| advised the affected entities to liaise with Ministry of Land s to obtain title

deeds.

Staffing Shortages

Review of the staffing situation in a number of Local Government Councik
revealed serious staff shortages. Out of the sample of 24 entities examined, it

was revealed that staff establishment was 6,141 and the filled posts were only

20
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3,147 indicating staffing gaps of 2,994 (49%). Staff shortages were attributed to
non functional District Service Commissions, strict experience requirements
during the recruitment process and poor working environments in di stant
Districts. Staff shortages hinder implementation of planned activities, impair

segregation of duties and result into staff fatigue.

| advised the Councik to utilize the District Service Commissions of neighboring

Districts where feasible so as to recruit the necessary staff.

Shared Local Revenue

According to the Local Government Act 1997 Part 5(15) distribution of grant s by
sub-county Councik to other administrative Council 35% of the retained local

revenue should be distributed as follows: -

5% to the county Councik
5% to the parishes
25% to the village Councik.

Many Lower Councik lacked work plans, bank accounts and accounting records
namely; cash books, revenue register ledgers, vote books and registers of tax
payers contrary to regulation 60 of Local Government Financial and Accounting
Regulations, 2007. This regulation also requires these administrative units to
make returns to the sub-county, which requirement was also not being complied
with. In the circumstances, the units are denied the opportunity to participate in

the implementation and accounting for funds allocated to them.

There is need to sensitise the administrative units on the accountability
requirement and actively involve them in the implementation of Government
programmes at their levels. The sensitization should be followed by issuance of

guidelines on accountability of funds and regular follow up.
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519 Primary Teacherso6 Files and Supervision

It was observed that the personal files for Primary School teachers on the
payrolls were poorly maintained. Vital information like appointment letters,
promotional instructions, pay change reports, banking accounts, posting
instructions, certified academic credentials and personal passport photographs

were not filed.

It was further observed that systematic monitoring of teachers attendance is
lacking and this may partly explain the performance standards in schools. In the
circumstances, verification of teachersoo rec
performances is impaired. Examples of these inadequacies were noted in

Kamuli, Masaka, Rakai, Kiboga, Mityana and ButalejaDistricts.

The District Management together with the Education officers should ensure that
all original files of teachers are updated and filed appropriately. Teacher
performances should be regularly monitored and reported through inspection

reports.

6.0 OPINIONS AND DETAILS OF FINDINGS

The various opinions issued to the entities and details of issues that formed the
basis of my opinion are given in Part B of this report. The Appendices are shown
in Part C.
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PART fABO

DETAILED REPORT OF LOCAL AUTHORITIES

ARUA BRANCH

7.0

7.1

7.2

7.3

ADJUMANI DISTRICT

Opinion

Quialified-Except for.

Excess Expenditure

During the period under review, the Districtd s approved budget for
vote was Shs.445,576,728. However, Shs.1,582,654,484 was incurred resulting
into excess expenditure of Shs.1,137,077,756. Management did not avall
retrospective authority, supplementary budgets or re -allocation warrants for
audit verification as required by Regulation 25 of Local Government Financial and

Accounting Regulation 2007.

It would appear that the vote controller did not monitor the expenditure levels

before incurring the expenditure.

Recommendatio n

Management should ensure that voted amounts are closely monitored and
reconciled to avoid over expenditure. Meanwhile necessary authority and

adjustments be submitted.

Outstanding C ommitments
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7.4

7.5

The outstanding commitments of Shs.393,965,318 include pension liability of
Shs.28,257,194 School Facility Grant (SFG) liabilities of Shs.62,309,330 and
various service providers. Accumulation of liabilities contravenes the Budget Act
2001 Section 14 which prescribes that commitments should be supported with

availability of funds.

Management attributed the accumulation of School Facility Grant liabilities to

inadequate cash releases from the Central Government.

Recommendation

Management should liaise with the Ministry of Finance and Education to settle
SKG liabilities. Commitments should be incurred when funds are available to

avoid accumulating liabilities.

Unaccounted for Funds
Shs.362,705,116 advanced to various staff for official activities remained
outstanding contrary to Local Government Financial and Accounting Regulations

43 which requires accountability to be made within one month.

Management stated that concerned staff would be required to Account and on

failure, recoveries would be made from the salaries.

Recommendation
Necessary accountahlity should be submitted. In the alternative the funds are

recovered.

Unspent Balances
Unspent conditional grants of Shs.170,291,138 remained on the council accounts

contrary to the Public Finance and Accountability Act 2003 section 19 which
requires refunds to the consolidated fund. Besides no authority was sought for
the retention. Management stated that the funds had been committed to

borehole drilling, renovations and procurement of equipment.
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7.6

7.7

7.8

Recommendation

The funds should be returned to the Consolidated Fund. In the alternative,

necessary authority be submitted for verification.

Missing Vouchers

Payment vouchers for Shs.23,805,885 were not availed for audit verification
contrary to Local Government Financial and Accountability Regulatons 2007

Section 42,there by rendering the genuineness of expenditure doubtful.

Management stated that concerned staff would be required to account and on

failure recoveries would be made from their salaries.

Recommendation

Necessary accountability shodd be submitted .in the alternative the funds are

recoverable.

Revenue Shortfall

Out of the budgeted Local Revenue of Shs.102,324,000, only Shs.87,504,209
was realized indicating a shortfall of Shs.14,819,791 and this affected service
delivery negatively.

Recommendation

Outstanding revenue should be recovered in accordance with Local Government

Financial and Accounting Regulation 2007 regulation 101.

Expired drugs

Drugs worth Shs.16,658,727 procured from National Medical Stores expired
before disbursement to patients. Expiry of drugs denies the population access to

essential services.
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7.9

7.10

7.11

Recommendation

Management should determine an average rate of utilization of drugs and make

appropriate orders so as to minimize expiry.

Nugatory Expendit __ure

Shs.15, 897,052 paid to Uganda Revenue Authority as penalty for late
submission of Pay as You Earn is considered wasteful as it could have been
avoided if proper arrangements were made to settle the Tax obligation in time.

Management attributed the anomaly to shortage in cash releases from Ministry

of Finance.

Recommendation

The responsible staff and/or institution should be held accountable.

Non -remittance of Local Service Tax

Shs.11,503,500 in respect of Local Service Tax deducted from the District staff

pay roll by Ministry of Finance was not remitted to the District.

Management stated that a request to Ministry of Finance for the remittance was

not responded to.

Recommendation

The District should liaise with Ministry of finance to recover the funds.

Incompletely  Vouched Expenditure

Shs.7,153,500 incurred on travel abroad by an officer was not supported with a
letter of invitation, air ticket coupon and back -to office report rendering the

expenditure incompletely vouched.
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7.12

Management pledged to avail the documents but this was not done by the time

of writing this report.

Recommendation

The officer should avail relevant accountability documents related to this

payment for audit verification.

Lack of U pdated Inventory List

The District does not have an up to date inventory list of all motorcycles owned
by the District. Contrary to Local Government Financial and Accounting
Regulation 2007 part VIl Section 86 which required the heads of departments to

ensure the maintenance of inventories of items in use in their departments.

As a result of the above weakness, five (5) motorcycles and 16 pieces of solar
panels issued to various officials in the departments of health, probation,
fisheries, community services and engineering got lost without any trace.
Neither police reports nor loss forms were completed. Loss of Government

assets hinders proper implementation of Government programs.

Management stated that these cases have been reported to police but no
evidence was availed.
Recommendation

Management should avail police reports and loss forms for verification and
should take necessary action on officers found to be negligent. Meanwhile,

proper security controls should be put in place to avoid future losses.
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8.0

8.1

8.2

8.3

8.4

ADJUMANI TOWN COUNCIL

Opinion: Qualified-Except for.

Incomplete Road Works

A construction contract worth Shs.273,220,500 of which Shs.81,966,150 was
paid is behind schedule by more than 2 years and the corresponding
performance bond has expired. In the circumstances expected benefits of the
road works were not achieved and the council is exposed to risk of loss of funds

incase of contract failure.

Management stated that efforts to renew the performance bond are underway.

Recommendation

Management should ensure the performance bond is renewed and works are

completed.

Unspent balances

Unspent Conditional Grants of Shs.118,925,679 remained in the accounts without
authority of retention from Treasury. Unauthorized retention of funds may result

into extra budgetary expenditure.

Management stated that Shs.116,910,985 had been committed for road works.

Recommendation

Unspent conditional grants should be transferred to the Consolidated Fund as
required by financial regulations. In the alternati ve authority for retention be

submitted for verification.

Breach of Contract

The private operator of Adjumani Town Water Supply failed to remit

Shs.10,030,870 to the Town Council contrary to Section 13 of the management

28



8.5

9.0

9.1

9.2

contract. In the circumstance s, Council was denied revenue for implementation

of planned activities.

Management stated that the funds would be recovered from the private

operator.

Recommendation

The outstanding revenue should be recovered in accordance with the

management contract.

Withholding Taxes not Remitted to URA

Contrary to Section 119(1) of the Income Tax Act Cap 340 that requires
government institutions to deduct withholding tax on payments exceeding
Shs.1,000,000, an amount of Shs.1,070,544 was not deducted from eligible tax
payers. The Town Council is exposed to risk of penalties from Uganda Revenue

Authority for this anomaly.

Management stated that arrangements to remit the funds are under way.

Recommendation

The Withholding Tax liability should be settled to avoid penalties.

ARUA DISTRICT

Opinion: Qualified-Except for.

Violation of Procurement Procedures

Expenditure of Shs.1,102,271,484 on procurement of Public works and a motor
vehicle was not supported wi ttlperf@mandeci t or
guarantees and completion certificates where applicable thereby violating
procurement regulations. Without legal endorsement from Solicitor General,
performance guarantees and completion certificates there is a risk of loss of

public funds through inadequate works and safe guards.
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9.3

9.4

9.5

Recommendation

Management is advised to observe all necessary procurement regulations to

obtain value for money and avoid loss of Public funds.

Loss of Motorcycles and computers

It was discovered during audit that the council has in the past five years lost 22
Motorcycles and two computers. However, contrary to regulation 115 of the
Local Government Financial and Accounting Regulation, 2007 there was no
evidence that the losses were reported to the Executive Committee. Besides
Police reports were also not produced for audit. The fate of these losses is not

known.

Recommendation

The losses be reported to the executive committee and an investigation be made

to establish the fate of the losses.

Unaccoun ted for funds

Shs.2,928,000 paid to various staff for official activities remained unaccounted
for contrary to the Local Government Finance and Accounting Regulations 2007,
Section 43 (2) which requires accountability to be done within one month.

Delayed accountability may result into falsification of documents.

Recommendation

The funds should be accounted for. In the alternative recovery procedures

should be enforced.

Missing Vouchers

Payment vouchers for Shs.1,064,000 were not availed for verification rendering

the authenticity of the expenditure doubtful.
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10.0

10.1

10.2

10.3

Management sated that the vouchers were available but they were not presented

for verification.
Recommendation

The payment vouchers should be availed for verification or funds be recovered.

ARUA MUNICIPAL COUNCIL

Opinion: Qualified-Except for.

Non -remittance of Unspent Balances of Conditional Grants

Conditional Grants of Shs.84,685,939 that remained on the Council Accounts at
end of the financial year were not remitte d to the Consolidated Fund as required
by Section 19(1) of the Public Finance and Accountability Act, 2003.

Management explained that a request for retention was made to the Secretary

to the Treasury but no reply was received.

Recommendation

The Conditional Grants should be refunded to the Consolidated Fund in

accordance with the regulations.

Understatement of Payables

The reported payables balance of Shs.362,176,183 excluded the liability of

Shs.62,302,812 in respect of a private contractor.

Management pledged to restate the balance but this was not done.

Recommendation

Payables balances should be restated to include the obligations to the private

firm.
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10.4

10.5

Unaccounted for Funds

A sum of Shs.61,887,688 paid to various staff and firms for official activities

lacked accountability rendering the expenditure doubtful.

Recommendation

Proper and timely interventions should be stepped up by the Council officials to
ensure that progress reports are in place each time monitoring is done and funds
are accounted for at the end of completion of an activity. Periodic reviews of
these reports will help the Council in making timely decisions and interventions in
cases of errant officers who may not operate according to set guidelines, laws

and regulations.

Over Statement of Bank and Cash equivalents.

Where as Bank balances on specified accounts was Shs.129,952,978, the

reconciled accounts total Shs.90,424,919 indicating an overstatement of

Shs.38,698,527 in the financial statements. The table below refers: -

Cash and bank balances as at 30 " June 2009 Shs 38,698,527

Account Name Account Reported Reconciled | Difference
Number balance balance

Salary Account 0140092420801 | 4,043,411 (269,766) 3,773,645
Administration 0140092420901 | 34,497,096 5,184,375 | 29,312,721
Account
Health Account Qil2575208800 375,954 3,797,380 | (3,421,426)
Education Account | Oil2575209400 | 80,589,578 | 80,850,687 (261,109)
Property Rates QOil2575774000 | 10,246,939 952,243 9,294,696
Account
Total 129,952,978 38,698,527
90,424,919

Recommendation

Management should restate the cash and bank balances to reflect the reconciled

position.
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10.6  Unsupported Cash Balances

A sum of Shs.13,946,506 reported as cash balance in the statements of cash and
bank balances was not reflected in the Board of survey report rendering its

existence doubtful.

The explanation that the cash was utilized on 30" June 2009 could not be

verified in the absence of payment vouchers and supporting documents.

Recommendation

Management should investigate the status of the cash balances.

10.7 Procurement Without Consent of Solicitor General

Contracts worth Shs.131,495,749 were awarded to two private firms for
construction of 4 classroom blocks at Arua Hill Primary and Arua Primary Schools
from 16/03/09 to 15/07/09, but this award was done without reference to the
Solicitor General contrary to regulation 86(1)(f) of the Local Government Public
Procurement and Disposal of Public Assets Regulabns 2006. Without
endorsement of the Solicitor General the council risks incurring losses in case of

litigation.

Recommendation

The Solicitor General 6s endor sement shoul d b

10.8 Local Revenue Shortfall

Out of the budgeted Local Revenue of Shs.724,427,768 only Shs.544,106,997
was realised indicating a shortfall of Shs.180,320,771. Under collection of
revenue hinders implementation of planned activities and is contrary to
regulation 32 of the Local Government Financial and Accounting Reguétion,
2007 that require all revenue budgeted by Council to be collected in the
approved manner.

Management stated that the budgeting was unrealistic and would be revised.
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10.9

10.10

Recommendation

Management is advised to make realistic budgets and monitor performance so as

to be able to revise it in accordance with financial regulations.

Un-banked Revenue

A sum of Shs.55,053,514 in Local Revenue was collected by the Council and
utilized at source. Contrary to regulation 32 of the Local Government Financial
and Accounting Regulations (LGFAR), 2007 which require collected revenue to be

banked intact. Besides, accountability was not rendered.

Management stated that the funds were used to meet urgent Council matters

and that accountability would be submitte d.

Recommendation

All supporting documents for the expenditure should be submitted for

verification. In future, such malpractice should be avoided.

Revenue not Posted to the General Fund Cash B ook

A sum of Shs.29,788,512 was not posted in the General Fund cash book contrary
to financial regulations which require daily posting and regular reconciliation of
the books under the supervision of the Town Treasurer. Management promised

to update the records but this was not done.
Recommendation
The cash book should be posted on daily basis. The reconciliations should also

be made and reviewed regularly by the Town Treasurer or any other person

assigned for that purpose.
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10.11

10.12

10.13

Excess Expenditure

During the period under review, the Municipality spe nt Shs.143,135,946 over and
above its budget on various Programmes contrary to regulation 44(1) of the

Local Government Financial and Accounting Regulation, 2007.

Without approved virements and re-allocation warrants the expenditure is
considered irregular.
Management promised to submit the authority for re -allocation but this was not

provided.

Recommendation

Necessary approval documents be submitted for verification.

Missing Vouchers

Payment vouchers of Shs.729,087,051 were found missing thereby contravening
Regulation 42 of the Local Government and Accounting Regulations. The

authenticity of the expenditure is doubted.

Management stated that the documents had been taken by Uganda Revenue

Authority internal audit department for tax audit.

Recommendation

Necessary payment vouchers should be availed for verification.

Legal Expenses

A sum of Shs.6,772,000 was paid to two individuals as damages arising from
termination of duties without necessary resolution of the Council and failure to

hand over bought property.
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The expenditure is considered wasteful as it could have been avoided with

proper adherence to regulations.

Recommendation

Necessary management action be taken against the culprits.

10.14 Irreqular Payments

It was noted that payment vouchers for Shs.29,422,110 were supported by
requisitions but were not approved by the Chief Executive contrary to Treasury
Accounting Instructions 1991 part 1-Fi r st par agraph 685 which s
signature of the certifying officer on a vo ucher confirms the accuracy of every
detail on it. The payments would appear irregular and could be due to lack of

adequate internal controls.

Management promised to review and endorse the payment vouchers but this

was not done.

Recommendation

The Chief Executive should investigate the authenticity of the payments.

11.0 KOBOKO DISTRICT

11.1 Opinion: Qualified-Except for.

11.2 Management of District Drugs

Primary Health Care (PHC) guidelines prescribe that 50% of funds received
under PHC nonwage item be applied on procurement of drugs.

Out of Shs.201,785,406 received during the year on Primary Health Care, only
Shs.63,030,32 was applied on drugs instead of Shs.100,892,703 occasioning a

variance of Shs.37,862,171 that was not explained. Besides the drugs were
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11.3

11.4

procured from other sources without certificate of non -availability from National
Medical Stores (NMS). It was further noted that procured drugs worth
Shs.265,704,039 were not supported with stores records rendering the

authenticity of receipts, storage and disbursement uncertain.

Recommendation

All relevant stores records and certificate be availed for verification. An

explanation for deviation from Primary Health Care guidelines is required.

Over expenditure on Council Allowances

Contrary to regulation 4, first schedule of the Local Government Act 2006(As
amended) that limits Council allowances to 20% of the previous years local

revenue collections, an excess of Shs.43,635,394 was paid to the councilors.

Management attributed the anomaly to the volume of work carried out by the

Councilors.

Recommendation

The excess expenditure is recoverable.

Outstanding Administrative Advances

Administrative advances of Shs.20,955,200 remained outstanding contrary to
regulation 43 of the Local Government Financial and Accounting Regulation,

2007 which requires accountability within one month.

Management stated that the accountability would be traced and availed but this

was not done.

Recommendation

The funds should be accounted for. In t he alternative recovery measures be

enforced.
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115

11.6

11.7

Local Revenue Shortfall

Out of the budgeted Local Revenue of Shs.78,569,929 only Shs.68,439,373 was
realized indicating a shortfall of Shs.10,130,556 and this affected service
delivery. Under collection of revenue is contrary to regulation 32 of Local
Government Financial and Accounting Regulations that require all budgeted

revenue to be collected

Management attributed the shortfall to long drought and weakness in the

collections at sub-county levels.

Recommendation

Revenue mobilization at sub-county level be enhanced and compliance with

regulations observed.

Award of contracts without the Solicito r Generpprdvéls A

Various contracts worth Shs.1,253,075,578 were awarded without approval of
the Solicitor General contrary to Local Government Public Procurement and
Disposal of Assets regulation 86(2) (f). The council is exposed to litigation

without adequate legal protection.

Management stated that a requeswasha t he

responded to.

Recommendation

Management should comply with regulations.

Lack of Land Titles

The District does not have a title for its land.

Management stated that steps are under way to acquire the title deeds.

Recommendation

District land should be secured with land titles.
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12.0

12.1

12.2

12.3

KOBOKO TOWN COUNCIL

Opinion: Qualified-Except for.

Irreqular Procurement of Contract

A road construction contract worth Shs.314,864,500 was irregularly procured as
it lacked endorsement of the Solicitor General, contrary to regulation 86(f) of
the Local Governments Public Procurements and Disposal of Public Assets
Regulations, 2006. The Advance payments of Shs.144,459,530 made were also
not supported with advance payment guarantees. Besides specific completion

dates were not indicated.

An inspection carried out on 13/01/2010 revealed incomplete works.
Furthermore, the Council did not maintain a contract register to track the status

of works and payments.

Management stated that the contract was awarded by the Ministry of Works and

further liaison with the Ministry is required to provide more information.

Recommendation

The Council should liaise with Ministry of Works to address loopholes in the

contract and ensure adequate supervision.

Local Revenue Shortfall

According to regulation 32 of the Local Governments Financial and Accounting
Regulation, 2007 a Council should ensure that all revenue budgeted for is

promptly collected in the approved manner.
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12.4

13.0

13.1

13.2

Contrary to this regulation, however, out of the budgeted Local Revenue of
Shs.447,863,373 only Shs.322,235,211 was realized indicating a shortfall of
Shs.125,628,162 and this adversely affected service delivery.

Management attributed the shortfall to the failure by a private contractor to

collect property Tax.

Recommendation

There is need for sensitization of tax payers regarding property tax.

Outstanding Debtors

Debtors of Shs.18,053,000 in respect of Arua District Local Government have
been out standing since financial year 2007/08, thereby adversely affecting the
cash flow position of the Council. The amount comprises of un-remitted
deductions of Graduated Tax that the District owed the Town Council before

abolition of the Tax.

Management stated that a committee has been set up to follow up the debt.

Recommendation

Management should liaise with Arua District Council to ensure the debt is settled.

MARACH TEREGO DISTRICT

Opinion: Qualified-Except for.

Unaccounted for F _unds
A sum of Shs.380,664,443 was paid to several officials for carrying out various

activities. However, the funds have not been accounted for contrary to

regulation 43 of Local Government financial and Accounting Regulation, 2007.
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13.3

13.4

135

Recommendation
The Accounting Officer should ensure that the responsible officials account for

the funds. In the alternative the funds are recoverable

Irreqular Procurements

It was observed that the District spent Shs.131,353,912 on carrying out
construction works and Shs.37,111,866 on furniture. However, the said
procurements were not advertised and tendered out contrary to Sections 26(d)
of the Public Procurement and Disposal of Assets Act 2003 which requires he
Accounting Officer to ensure that bid opportunities are advertised and
procurement conducted in a manner which promotes transparency,

accountability and fairness.

Recommendation

Relevant procurement documents be availed for verification.

Irreq _ular Variation of Contract

It was observed that the Council contracted a private firm to construct bore
holes at a cost of Shs.90,873,000. However, the contract sum was raised to
Shs.106,274,000 causing a price variation of Shs.15,401,000 (17% of the original
price) without approval of the Contracts Committee and Public Procurement and

Disposal of Public Assets Authority.

Recommendation

The Accounting Officer should provide the authority to support the variation.

Unaccounted for Fuel P___urchase

During the course of the financial year, Shs.14,630,000 was spent to purchase
fuel. However, the funds have not been accounted for, with relevant documents

such as fuel consumption statements and fuel orders.
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14.0

141

14.2

14.3

14.4

Recommendation

The management of the District should ensure that these funds are accounted

for or else recoveries made from the concerned staff.

MOYO DISTRICT

Opinion: Qualified-Except for.

Unspent Balances
Unspent conditional grants of Shs.802,512,607 were not returned to the

consdidated fund contrary to the Pubic Financial and Accountability Act 2003
Section 19. Besides the authority for retention was not submitted for

verification.

Management stated that authority was obtained from Ministry of Finance but this

was not submitted for verification.

Recommendation

The Authority from Treasury should be availed for verification.

Missing Payment V__ouchers

Examination of cash books revealed that Shs.138,386,304 was spent on various
activities. However, no payment vouchers were availed to support the
expenditure in contravention of Reg.42 of the Local Government Financial and

Accounting Regulation 2007.

Management stated that the vouchers would be availed for verification but this

was not the case.

Recommendation

Management should avail the payment vouchers for verification and ensure that

the custody of documents is streamlined.

Un-tendered P_rocurements

Shs.125,297,451 was paid to private firms for periodic maintenance of roads,

drilling and rehabilitation of boreholes, consultancies, construction of houses and
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14.5

14.6

14.7

other supplies under conditional grants. However, the work plans, procurements

files and contracts agreements were not availed for verification.

Management stated that these projects were competitively awarded and the

contract agreements were available but these were not submitted for audit.

Recommendation

Management should avail the said documents for audit.

Advances

Shs.95,917,733 was reflected in the accounts as advances for the year of which
Shs.83.223,153 represented balances brought forward from the previous year.
Long standing advances contravenes Local Government Financial and Accounting

Regulation 43 which requires accountability in one month.

Management stated that recoveries are being made from staff salaries and

others have been served with letters to make good their obligations.

Recommendation

Management should submit evidence of the recoveries for review.

Irreqular Contracts

Contracts above Shs.50,000,000 each totalling Shs.283,515500 were not

submitted for approval of the Solicitor General contrary to regulation 86(2)(f) of

Public Procurement and Disposal of Assets Regulations.
Recommendation
Management should seek clearance of the Solicitor General to obtain sufficient

legal safeguards.

Local revenue Shortfall
Out of Shs.212,745,000 budgeted as local revenue only Shs.173,599,969 was
realised indicating a shortfall of Shs.39,145,031.
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14.8

14.9

14.10

Management attributed the shortfall to a number of factors such as poor harvest,

floods and unrealistic revenue projection.

Recommendation
Management should make realistic revenue targets and have periodic review so

as to revise budgets appropriately.

Doubt ful T ax Remittance
Shs.22,678,716 purportedly remitted to Uganda Revenue Authority (URA) in
respect of Withholding Tax (WHT) during the year under review lacked

acknowledgement receipts.

Management stated that efforts were made to obtain the receipts from Uganda

Revenue Authority were futile.

Recommendation
Management should obtain all these receipts from Uganda Revenue Authority for

proper accountability.

Improper P__urchase of Drugs

Shs.20,009,000 incurred on drugs from private pharmacies was not supported
with certificates of non -availability of drugs from National Medical Stores as
required by Primary Health care guidelines. Besides, there were no delivery

notes and the items were not taken on charge.

Management stated that relevant documents were available but these were not

submitted for verification.

Recommendation

Management should follow the set out procedures for the purchase of drugs.

Diversion of Funds

During the year Shs.12,219,341 was diverted from works account, Education
account, Local Government Development Programme Account, Capacity Building

Account, Hospital account and Finance and Planning and spent on operational
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14.11

14.12

activities contrary to Section 84 of Local Government Act 1997, as amended in
2001.

Management stated that these were internal borrowings and were refunded,
while some funds were transfers to other programs, however there was no

evidence of the refunds.

Recommendation

Management should ensure that the funds are recovered and used for prescribed

activities.

Fixed Assets Management
It was noted that council did not maintain an assets reg ister in the prescribed

format. Details such as values, dates of requisitions additions, write offs and
reference numbers were not included. The assets were not engraved. Besides

land titles for council properties were not submitted for verification.

Recommendation
The Accounting Officer should maintain a fixed assets register and update it
regularly in the prescribed format. Council land should be titled. All other assets

should be engraved.

Over payment of W___orks

A private firm was awarded a contract for drilling, construction and installation of

Hand Pump Bore Holes (10) and production Bore Holes (2) at a sum of
201,000,000. However, Council paid Shs.205,064,405 resulting into excess
payment of Shs.4,064,405. Besides, no completion certificates of work done

were availed.

Recommendation
The Accounting Officer should explain the excess payment and avail the

certificates for verification.
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14.13 Settlement of Creditors

15.0

151

15.2

15.3

15.4

Shs.6,107,292 paid in respect of cleaning services at the Hospital and

construction of teachers house was not supported by relevant documentation.

Recommendation

Management should avail documents upon which the expenditure was based.

MOYO TOWN COUNCIL
Opinion: Qualified-Except for.

Lack of Creditors Ledagers

In the final accounts, creditors balance is stated at Shs.89,879,339. However,

thereisno c r e d iledgerrtassapport this figure.

Management stated that proper records will be put in place to address the

anomaly.

Recommendation

Management is advised to ensure that proper records are kept to authenticate

the balance.

Debtors

Included in the debtors of Shs.66,754,556 is a sum of Shs.59,716,920 attributed
to Uganda Land Commission that has been outstanding for more than twelve
months. Debtors represent idle assets and hinder effective delivery of services to

the population.

Recommendation

Necessary steps should be taken to recover the debts in accordance with

regulations.

Non -remittance of Local Revenue

Council realized Shs.163,365,860 as Local Revenue, Examination of records
however, showed that 25% of the revenue was not transferred to the Lower

Councils as required by the Local Government act 1997.
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155

15.6

Management stated that the funds were used to finance co-funding and other

Council Pogrammes.

Recommendation

Funds should be availed and given to the Lower Local Councils as required by

Law to enable them implement their activities.

Diversion of Funds

A sum of Shs.13,416,500 was diverted from Urban Road Account
(Shs.19,466,500) Local Government Development Programme account
(Shs.2,830,000) and ESCROW Account (Shs.950,00) on operational activities
without necessary authority contrary to Section 84(3) of Local Government Act
1997 as amended in 2001. However, only Shs.9,830,000 was refunded leaving a
balance of Shs.13,416,500.

Management stated that funds would be made accordingly.

Recommendation

Council should ensure that these funds are recovered and put to proper use.

Advances

Council had a balance of outstanding advances d Shs.33,866,825 at the year
end contrary to the regulation 43(2) of Local Government Financial and
Accountability Regulations which requires accountability to be made within one

month.

Management stated that a proposal to write-off is before the executive

committee.

Recommendation

Evidence of recovery efforts is required.
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15.7

15.8

15.9

15.10

Deposits
Included in the deposits of Shs.14,220,773 is a sum of Shs.10,452,923 in respect

of withholding tax that has not been remitted to Uganda Revenue Authority,

there is a risk of penalties.

Recommendation

Council should ensure that tax deposits are remitted to Uganda Revenue

Authority to avoid penalties.

Local Revenue Shortfall
Out of Shs.280,814,000 budgeted as local revenue only Shs.163,365,860 was
realized indicating a shortfall of Shs.117,448,140 (42%).

Management attributed the shortfall to inadequate awareness of the public about

the Local service tax and hotel tax.

Recommendation
Management should ensure that budgeted revenue is mobilized and properly

collected to enhance service delivery.

Irreqular variations
A private firm was contracted to build VIP Latrines at a cost of Shs.7,548,047.

However, council paid additional Shs.2,114,853 without justification.

Management stated that the District committee approved the additional variation

however evidence was not provided for verification.

Recommendation

Management should avail the Contracts Committee minute for audit verification.

Missing P_ayment Vouchers

Payment vouchers for Shs.4,266,775 were not availed for verification contrary to
Local Government Financial and Accounting Regulation 42 rendering the

genuineness of the expenditure doubtful.
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16.0

16.1

16.2

16.3

Management stated that the vouchers would be traced and availed.

Recommendation
The Accounting Officer is advised to avail the missing payment vouchers for

verification.

NEBBI DISTRICT
Opinion: Qualified-Except for.

Unaccounted for Funds

Contrary to Section 43 of the Local Government Financial and Accounting
Regulation,2007 that requires accountability for administrative advances within
one month, Shs.68,187,124 paid to various staff for official activities remained

unaccounted for at year end.

Management stated that defaulters have been warned and recovery of the funds

would be enforced.

Recommendation

All the advances should be accounted for or recovered in accordance with the

regulations.

Medical Supplies Credit __Line

Medical supplies from National Medical Stores worth Shs.46,685,170 were not
disbursed to Nebbi Hospital despite orders made during the year, and this

affected proper operation of the hospital.

Management stated that National Medical Stores had not delivered supplies

despite earlier orders.

Recommendation

Management should enhance liaison with National Medcal Stores to address the

shortages.
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16.4

16.5

16.6

17.0

17.1

17.2

Unremitted Tax
Withholding Tax of Shs.3,963,321 deducted from eligible tax payers was not
remitted to Uganda Revenue Authority contrary to the Income Tax Act 1997

Section 123 and this may result into penalties.

Recommendation

The Tax liability should be settled to avoid penalties.

Missing Vouchers

Payment vouchers for Shs.995,000 were not availed for verification rendering

genuineness of the expenditure doubtful.

Management stated that the vouchers would be submitted but this was not the

case.

Recommendation

All the payment vouchers should be availed for verification.

Un-remitted Graduated Tax Compensation Transfers
Section 85 sub-sections 4 of the Local Government Act allows a District council to

collect revenue on behalf of sub-county councils and remit 65% of the said
revenue collected to the sub-county. However out of Shs.312,111,878 received
only Shs.190,008,391 was transferred instead of Shs.202,872,720 indicating a
shortfall of Shs.12,864,329.

Recommendation

The outstanding sum of Shs.12,864,329 should be remitted. In the alternative,

valid explanation is required.

NEBBI TOWN COUNCIL

Opinion: Qualified-Except for.

Unspent B_alances

A total of Shs.17,676,373 remained unspent at the end of the financial year and

was not returned to Treasury contrary to the Public finance and Accountability
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17.3

17.4

17.5

Act 2003 Section 19. Besides, evidence to show that funds were committed was

not provided for audit.

Management did not provide explanations for the anomalies.

Recommendation

Unspent balances of funds obtained from the Consolidated Fund should be
returned to the Treasury or Authority sought to have them spent in the

subsequent year.

Creditors

It was observed that the outstanding creditors at year end amounted to
Shs.19,533,984. Accumulation of creditors contravenes the provisions of the
Budget Act 2001 Section 14 and may result into litigation or confiscation of

Council assets if not settled appropriately.

Recommendation
Management should ensure that it settles its creditors as they fall due to avoid

accumulating bills.

Debtors
It was observed that debtors outstanding in the books of the C ouncil at year end
amounted to Shs.18,081,300. Debtors represent idle assets and hinder

implementation of planned activities.

Recommendation

Management should ensure that proper controls are put in place to help monitor

and track debtors so as to realize all budgeted revenue for Council activities.

Irreqular V__ariations of Road W orks
Management approved extra works totaling to Shs.38,611,837, without the

authority of the contracts committee contrary to Local Government Procurement
Regulation 120(2). By the time of audit Shs.22,043,584 had been paid through

the feeder roads account.
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17.6

17.7

17.8

Management stated that documentation for the approved variation is available

however, this was not provided for verification.

Recommendation

Approved variation documents should be availed for verification.

Non -deduction of W__ithholding Tax
The Council did not deduct and remit withholding tax of Shs.3,937,617 from a

private firm contrary to the Income Tax Act 1997 Section 119, there by exposing

the entity to risk of p enalties.

Management stated that the Tax would be settled as soon as possible.

Recommendation
The tax liability should be settled to avoid penalties.

Conditional Grants T _ransferred to_a Private Firm
Shs.8,800,000 was transferred from the Water and Sanitation account to a
private firm to carry out water works on behalf of the Town Council. However,

in the absence of bills of quantities and performance reports, the implementation

of the activities is doubted.

Recommendation
Supporting documents for works done should be availed for verification.

Construction of Office Block
Council contracted a private firm to construct an office block and Shs.69,039,250

was advanced to the contractor for the purpose. However by the time of audit

the contractor had abandoned the work.

Management stated that the contractor had pledged to resume the works

urgently.
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17.9

18.0

18.1

18.2

18.3

Recommendation

Management should supervise the contractor closely to ensure contract

performance.

Deposits
There was no detailed schedule awailed to support the deposits figure of

Shs.57,630,731 presented in the final accounts.

Management stated that the schedules are available for verification. However,

this was not the case.

Recommendation

Management should attach detailed schedules of deposits to the financial

statements to enable verification.

PAIDHA TOWN COUNCIL

Opinion: Qualified-Except for.

Incomplete Road Works

Urban road construction contract implemented by a private firm worth
Shs.278,501,500 for which an advance payment of Shs.83,550,450 was made,
was behind schedule by more than 18 months. The works appeared abandoned.

Expected benefits to the population were not achieved.

Recommendation

Management should take action including seeking liquidated damages as per

contract agreement to ensure completion of works.

Non remittance of Unspent balances of Conditional Grants to the
Consolidated Fund

Out of unspent conditional grants of Shs.122,674,363, Shs.98.829,606 was not
remitted to the consolidated fund as required by section 19(1) of the Public
Finance and Accountability Act, 2003 but instead retained without authority.
Besides although the balance of Shs.23,844,757 had authority for retention there

was no evidence that the funds were revoted by council in accordance with

53



18.4

18.5

Section 6.6.5.5(3) of the Local Government Financial and Accounting Manual,
2007.

Management stated that funds were retained because of outstanding

commitments.

Recommendation

Authority to retain Shs.98,829,606 should be obtained otherwise the amount
should be transferred to the Consolidated Fund. Meanwhile the authorised sum
of Shs.23,844,757 should be re-voted.

Debtors

Review of the statement of financial position revealed that out of a total of
Shs.33,168,436 that was outstanding at the beginning of the financial year, only
Shs.5,017,000 was recovered leaving a balance of Shs.28,151,436. Outstanding
debtors represent idle assets and hinder implementation of council activities. In
any case this is contrary to Section 2.3.2.3 of Local Government Financial and

Accounting Manual, 2007 that require debtors to be collected promptly.

Management stated that debt recovery has been taken over by the Council

lawyer. The out come is therefore, awaited.

Recommendation

Managemert should follow up the recovery.

Staff Advances

Analysis of the schedule of advances in the financial statements revealed that,
Shs.13,181,000 was recovered from staff during the year under review.
However, the recoveries were neither receipted nor deposited in the general

account rendering the recovery doubtful.

Management claimed that the recovered funds were posted in the cashbook and

a general receipt was issued but this was not the case.
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19.0

19.1

19.2

19.3

Recommendation
Management should provide evidence of rewmveries of these funds and all

relevant banking.

PAKWACH TOWN COUNCIL
Opinion: Qualified-Except for.

Incomplete Road Works in Pakwach Town Council
A road construction contract worth Shs.204,815,000 that was scheduled for

completion by December 2008 and of which Shs.141,055,090 has been paid
remained incomplete twelve months later. Management stated that the

contractor has been asked to expedite the work.

Recommendation

Management should seek liquidated damages for the delays in competion of

work and ensure the contract is completed.

Doubtful Expenditure

The capitation grants of Shs.17,00,000 paid to a private firm for connection of
water facilities to consumers was not supported with bills of quantities, scope of
work, invoices and acknowledgement receipts rendering the expenditure
doubtful.

Management stated that the funds were used to connect consumers but the

evidence was lacking

Recommendation

Necessary supporting documents for the expenditure should be availed for

verification.
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20.0

20.1

20.2

20.3

20.4

YUMBE DISTRICT

Opinion: Qualified-Except for.

Non remittance of unspent balances of Conditional Grants to the
Consolidated Fund

Unspent balances of conditional grants of Shs.15,895,802 were not returned to
the Consdidated Fund contrary to Section 19 of the Pubic Financial and
Accountability Act 2003. Besides the authority for retention was not submitted

for verification.

Recommendation

The funds should be returned to the Consolidated Fund in accordance with
regulations. In the alternative the authority for retention be submitted for

verification.

Revenue Shortfall

Out of the budgeted Local Revenue of Shs.223,300,000, only Shs.114,437,965
was realized indicating a shortfall of Shs.108,863,035. Under collection of
budgeted revenue contravenes regulation 32 of the Local Government Financial

and Accounting Regulation 2007 and hinder implementation of planned activities.

Recommendation

Revenue mobilization efforts should be enhanced.

Staff Shortages
Out of staff establishment of 64 only 10 positions are filled leaving 54 vacancies.

Among the vacant positions are; Senior Procurement Officer, Internal Auditor,
Senior Education Officer and Executive Engineer. Implementation of key

activities therefore is hindered.

Management attributed the staff shortages to inaccessibility of the District and

stated that other staffs have been assigned activities on acting basis.
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Recommendation
Management should liaise with the District service commission to have the

vacancies filled.

21.0 YUMBE TOWN COUNCIL

21.1 Opinion: Qualified-Except for.

21.2  Qutstanding Debtors
Out of the total debtors of Shs.138,770,621 reported in the accounts,

Shs.133,585,621 comprises of unremitted funds from Yumbe District Local
Government of which Shs.65,880,757 relates to previous financial years. It was
also noted that supporting documents for the debts were missing. Non

remittance of funds to the Town Council adversely affects service delivery.

Management stated that supporting documents for debts would be submitted

and that efforts for recovery of the funds are under way.

Recommendation

Necessary supporting documents should be availed for verification.

21.3 OQutstanding Personal Advances

The Government of Uganda Standing orders Chapter one Section Be sub section
1 states that advances wil/l be I imited to t
recoverable in three equal monthly installments commencing in the month

following that in which the advance is made.

Analysis of the Personal Advances schedule however, revealed that out of the
total balance of Shs.30,079,992, a sum of Shs.26,467,253 was attributable to

only two officers and has been outstanding since financial year 2007/08.

Management stated that a process of recovery would be implemented. No

evidence was availed for recovery.

Recommendation

Management should recover the funds in accordance with the regulation.
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21.4

21.5

21.6

Irreqular Retention of Un spent Balances
Section(19)(1) of the Public Finance and Accountability Act (PFAA) 2003 required

transfer of unexpected balances to the Consolidated Fund immediately after year
end and not later than 25" of September following the year end. Local
Government financial and Accounting Manual 2007 Section 6.6.5.4 emphasizes
the need to refund the funds whether the funds have been committed or not

except if permission has been granted by the Secretary to Treasury.

Contrary to the above regulations a sum of Shs.16,213,350 in respect of Local
Government Development Programme and National Agricultural Advisory

Services Funds was retained without necessary authority.

Management stated that permission for retention had been requested but no

response had been receiwed.

Recommendation
Unexpended Balances should be refunded to the Consolidated Fund in

accordance with financial regulations or authority for retention sought.

Domestic Arrears
The Council accumulated domestic arrears of Shs.40,548,201 at the year end.
Accumulation of liabilities contravenes the overall government policy on

commitment control and may result into litigation.

Recommendation
Management should incur expenditure within available resources to avoid

accumulation of debt.

Out standing Taxes

Out of the outstanding Tax obligation at the end of the financial year of
Shs.16,252,997, acknowledgement receipts for Shs.10,170,836 were availed,
leaving a balance of Shs.6,082,161. Non-payment of statutory taxes exposes the

council to risk of penalties from Uganda Revenue Authority.
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Recommendation

The outstanding taxes should be paid to Uganda Revenue Authority to avoid

penalties and interest charges.

FORT PORTAL BRANCH

22.0 BULIISA DISTRICT

22.1 Opinion: Qualified-Except for

22.2 Procurement Irreqularities

A sample of seven (7) major construction contracts worth Shs.759,287,999 was

examined for compliance with the Local Government Public Procurement

(LGPPDA) regulations. The fdlowing anomalies were observed:-

22.2.1 Cortrary to regulation 86(2)(f) of Local Government Public Procurement
(LGPPDA) three contracts totaling Shs.629,260,657 each one of them exceeding
the threshold of Shs.50,000,000 were awarded without the approval of the

Solicitor General.

22.2.2 In all cases there was no evidence of appointment of contract managers,

implementation plans, performance reports for the contracts and formal

requisition from the user department contrary to regulation 119 and 65 of the

Local Government Public Procurement (LGPPDA)

Improper contract initiation and management may result into loss of

funds.

Public

In a written response, management accepted the anomalies and promised to

address them.

Recommendation

Management should take corrective action so that the necessary requisitions,

contract management

procedures,

approval of contracts are in place to comply with the regulations.
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22.3

22.4

22.5

Outstanding Administrative Advances

A sum of SShs.53,507,300 paid to various officers to purchase various items and
to facilitate official activities remained unaccounted for contrary to regulation 43

of the Local Government Financial and Accounting Regulations 2007. Besides
one officer was advanced additional funds before accounting for the previous

sums thereby violating regulation 43(3).

In response management stated that stringent measures will be taken against

the staff.

Recommendation

Accountability for the funds be submitted for verification. In the alternative the

funds are recoverable.

Missing Vouchers

Payment vouchers for Shs.68,865,381 in respect of various District officials and
private firms were found missing, rendering the genuineness of the expenditure
doubtful.

Missing vouchers are a potential source of fraud. Management explained that

limitation of office space impacted on records management system negatively.

Recommendation
Proper filing system and safe custody of payment vouchers should be
implemented and adhered to as required by financial regulations. Meanwhile the

missing vouchers be availed for audit.

Non-remittance of Withholding Tax

Contrary to the Income Tax Act 1997 Section 124 which requires prompt
deduction and remittance of withholding Tax, Shs.11,112,323 was neither
deducted nor remitted to Uganda Revenue Authority. Management explained

that efforts are being made to remit the funds.
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22.6

22.7

Recommendations
The Tax amount should be remitted to Uganda Revenue Authority to avoid

incurring penalties that may be imposed for non compliance.

Examinati on of Teacheroés Payroll

Out of a sample of 22 Primary Teachers on the payroll, 15 individuals did not
have personal files, 3 individuals had duplicate files, and 4 files did not have
sufficient documentation to warrant the salary scales indicated. It was also
noted that the District does not maintain any documentation on secondary and
tertiary institution teachers yet it manages the payroll. Inadequate records may

imply irregular salary payments and a wrong charge on public funds.

In response, management availed only 3 files, which however, lacked necessary

details.

Recommendation
Fully documented personal files of the affected individuals should be availed for
verification. Meanwhile, management should investigate the existence of the

mentioned staff.

Fuel Deposits not Accounted F_or
Fuel deposits amounting to Shs.36,047,950 were not supported with vehicle

movement log books and fuel order forms rendering the genuineness of the

expenditure doubtful.

In response management stated that the fuel or der forms and log books were
available but at the time of the audit report the documents could not be

submitted.

Recommendation

Fuel order forms, vehicle movement log books and fuel consumption statements

should be submitted for verification.
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22.8

22.9

Un-retired Imprest
Retirement of an imprest requires balancing of the cash book, completion of a

retirement voucher summarizing all transactions and vote codes and submitting
them to the Head of finance with all supporting documents. Any cash balance
shall be paid in and a receipt issued in the name of the imprest holder in
accordance with Local Government Regulations 2007(LGFAR 2007 S52(2).
Contrary to the above regulations a sum of Shs.5,845,000 paid as imprest to
various imprest holders was not retired and remains unaccounted for. Delays in

retirement of imprest may lead to fictitious accountability.

In response, management pledged to retire the imprest but did not.

Recommendation

Imprest should be retired and details of accountability be availed fo r verification.

Doubtful Expenditure

Before any voucher payment is passed for payment the head of finance shall
ensure that the voucher and any supporting documents such as the invoice, LPO,

receipts in all relevant particulars are attached. (LGFAM5.4.6).

Contrary to the above provisions Shs.5,644,000 was refunded to the Chief
Administrative Officer for fuel that was presumably consumed. The refund was
however, not supported with fuel invoice, fuel receipts and consumption
statements as required by the Local Government Finance and Accounting manual

Section 5.4.6.

In response management explained that the officer would be contacted for
explanation.

Recommendation

Necessary documents be availed for verification. Alternatively the funds are

recoverable.
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23.0 BULIISA TOWN COUNCIL
23.1 Opinion: Qualified-Except for.

23.2 Doubtful Domestic Arrears

Review of the cash flow statement revealed payment of Shs.7,693,600 in respect
of domestic arrears while the creditors schedule reflected payments of
Shs.3,635,190 indicating a variance of Shs.4,058,410 which was not explained.

Unsupported expenditure is a potential source of fraud.

Recommendation
Supporting documents for the expenditure should be availed for verification and

necessaryadu st ments in the creditorbdés schedul es a

23.3 Payables
Included in the payables of Shs.7,590,000 is a sum of SHs.2,900,000 that has

been outstanding for more than twelve months. Besides accumulation of
payables contravenes the budget act 2001 section 14 which requires

commitments to be based on availability of funds.

Recommendation

Management should settle the liability promptly to avoid further accumulation.

240 BUNDIBUGYO DISTRICT

24.1 Opinion: -Qualified-Except for.

24.2 Liabilitie s
Regulation Il (ad) of the Local Government Finance and Accounting Regulation,
2007 requires that commitments are not approved unless there are sufficient
funds available. However contrary to this regulation, liabilities at the year end
amounted to Shs.2,184,774,068 out of which 800,000,000 related to pension
claims. Furthermore, an amount of Shs.303,944,627 in respect of tax arrears was

omitted consequently understating the liabilities.
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24.3

24.4

24.5

Management stated that negotiations involving URA, Ministry of Finance,
Planning and Economic Development are underway to enable the District settle

the liabilities.

Recommendation

Management should ensure that all liabilities are disclosed and subsequently
settled. The matter of Pension liabilities should be appropriately addressed as

the Local Government appears to lack the capacity to pay them.

Outstanding Administrative Advances
A review of the balance sheet of the District accounts revealed that there were

administrative advances of Shs143,433,034 which remained unaccounted for at
the year end contrary to regulation 43 of the Local Government Financial and
Accounting Regulations which require Administrative Advances to be accounted

for in one month.

Recommendation

The funds should be accounted for. In the alternative the funds are recoverable.

Unexplained Direct Debits
Out of the direct debits of Shs.310,579,153 presented in the balance sheet as

assets, Shs169,579,153 lacked supporting documents and explanation. These

unexplained direct debits are potentially fraudulent.

Management in response indicated that the direct debits of Shs. 169,579,153 in

the final accounts relate to previous years and could not be explained properly.

Recommendation

Management is advised to presert detailed analysis of these direct debits or

institute procedures for write off.

Unauthori_sed Retention of Unspent Bank B alances

Section 19(2) of the Public Financial Accounting Act 2003 requires unspent
balances of Conditional Grants from the Cental Government at the year end to

be returned to the Consolidated Fund.
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24.6

Contrary to the above provisions the District had unspent balances of conditional

grants of Shs.75,007,000 which were not remitted to the Consolidated Fund and

were consequently used in the following financial year (2009/2010), without

express approval from the Ministry of Finance, Planning and Economic

development.

Management stated that a request for retention made to Treasury had not been

responded to.

Recommendation

Necessary gprovals should be followed up or funds refunded to the Treasury.

Audit Inspection

Audit inspection of various projects in the District

anomalies.

Project Name

a. Construction of two
classrooms at Ngamba
Primary School

b. Rwebinyonyi Primary
School
C. Construction of (8) Eight
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Remarks

revealed the following

The (2 two
classrooms had
developed two
deep cracks in the
walls.

Floor screed in
classrooms and
veranda had
developed cracks.

Hand over of the
classrooms had not
officially been done.

Pit latrine
structures had
collapsed.

Pit latrine has collapsed.
Water stands had been destroyed.

Pupils were exposed to risk of
disease due to lack of Public
convenience.

classrooms had developed



classrooms at Ntoroko,
Bumbwende and Mwiribudo
Primary School in financial

year financial year
2005/2006 at Shs.
26,408,980.

Nduguto  Gravity  Flow

Scheme (Shs. 102,272,004)

Bindinyama Gravity Flow
Scheme

Kikyo Gravity Flow Scheme
(Shs. 847,652,804)

Phase | - Shs. 416,047,057
Phase Il T Shs.
431,605,747

PHC Projects
i) Kisuba Health Centrei
Shs 101,725,558

house at
(Shs

i) Doctors
Rwebisengo
299,653,312)

Rehabilitation of Hakitara 1
Hakitegya Feeder road
(Shs. 149,845,740) 8Km
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deep cracks in the wall.

The cement
weak.

screed appeared

The project was incomplete and
construction works had stopped.

There was a blockage in the
system and water was not flowing
to consumers.

Phase | (one) was not properly
executed and defects pointed out
by management not rectified.

Phase Il had not started.

Site had been abandoned.

Kisuba Health Centre

Lacked soak pit
Was not painted
Had weak water tank stands

Lightening provisions were not
fixed.

Iron sheets had different colours.

The structure was at wall plate

Also noted was
construction of Theatre.

incomplete

Site had been abandoned

Construction work started in
August 2008
The road was not being

maintained as bush had grown
along the entire stretch.

It appears supervision of the mentioned public works was inadequate.



24.7

24.8

25.0

25.1

25.2

Recommendation
The District should investigate and address the specific anomalies mentioned

above. Contract management should also be improved to attain durable works.

Diversion of Funds

In the year under review, the District transferred Shs.45,223,000 from Works
department to other departments for operational activities without necessary
approval. It was noted that Shs. 17,000,000 has since been refunded leaving a
balance of Shs28,223,000 outstanding.

Recommendation

All the outstanding funds should be refunded to t he works department.

Nugatory Expenditure

The District incurred a cost of Shs. 8,050,000 on legal proceedings and related
costs as a result of a court case regarding land disputes that arose because the
pieces of land in question were allocated by Council staff without following
proper procedures prompting the aggrieved parties to seek legal redress. The

costs would have been avoided if proper procedures were followed.

Management agreed to the observation and stated that staff who was involve d

would be penalised.

Recommendation

Staff who caused the nugatory expenditure should be penalised.

BUNDIBUGYO TOWN COUNCIL
Opinion: -Qualified-Except for.

Local Revenue Shortfall

Contrary to regulation 32 of the Local Government Financial and Accounting
Regulation 2007 which require all budgeted revenue to be collected, out of the
budgeted local revenue of Shs.143,973,240, Shs.91,197,481 was realized
indicating shortfall of Shs.52,775,759. The shortfall was attributed to
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25.3

25.4

25.5

inadequate revenue management systems characterized for example by lack of

registers and ledgers for rateable properties and hotels.

Recommendation
Management should put in place and monitor the registers for operating

Businesses, hotels and retable propertiesto improve on revenue collection.

Sundry Creditors
Included in the sundry creditors of Shs.30,342,381 is a sum of Shs.13,315,216

that has been outstanding for more than twelve months accumulation of
creditors contravenes government policy on commitment control and delays in

settlement of obligations may result into litigation.

Recommendation

Goods and services should be procured on the basis of available cash avoid
accumulation of creditors and to comply with the commitment control system

being implemented by Government.

Lack of Land Titles for Council Property

Council has acquired land over the years. In the year under review
Shs.3,000,000 was also incurred on purchase of land. However, in all cases land

titles were not availed for verificati on.

Recommendation
Management should acquire all necessary land titles in order to safe guard its

land from encroachment and other disputes that may exist.

FORT-PORTAL MUNICIPAL

25.1 Opinion: -Qualified-Except for.

25.2 Under_ Collection of Lo cal Revenue

Analysis of the budget performance of Local Revenue sources revealed under
collection of local revenue on some sources amounting to Shs.120,012,117 as

detailed below: -
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254

Revenue Source Budgeted Shs. | Actual Shs. Shortfall

Local Service Tax 49,000,000 37,689,143 11,310,857
Application Fees 12,050,000 8,726,300 3,323,200
Business License 156,931,000 118,951,659 31,979,341
Legal License 3,852,000 2,150,000 1,702,000
Ground rent 4,505,000 - 4,505,000
Rent/Rates 120,620,000 115,788,500 4,831,500
Arrears of rates 14,208,000 624,000 13,584,000
Rates 88,000,000 63,002,000 24,997,624
Parks fees 489,578,400 477,115,000 12,463,400
Building Plan fees 25,379,000 18,621,805 6,727,195
Occupation permits 7,530,000 2,972,000 4,558,000

120,012,117

Management in response indicated that the Local service tax guidelines were not

availed in time resulting into shortfall and that more effort would be undertaken

to improve on revenue performance.

Recommendation

Revenue mobilization efforts should be enhanced.

Delayed Payment of Sundry Creditors
in the current liabilities of Shs.69,199,651 are utility bills of

Included
Shs.18,277,162 attributable to Uganda Telecoms Ltd and National Water and
Sewerage Corporation which have been outstanding since dine 2008. Delayed

payment of utility bills may result into disconnection of services and litigation.

Recommendation
Management should prioritize settlement of utility bills to avoid disconnection of

services.

Unretired R _eceivables
The receivable bdances increased from Shs.17,497,275 in 2007/08 to
Shs.48,839,421 in 2008/09 implying 180% increment. Management indicated

that the receivables related to Council rates which were halted as a result of a
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26.0

26.1

26.2

directive from the District security committee. However the District security

committee directive was not availed for verification.

Recommendation

Management should avail documentary evidence of suspension of the revenue

collection.

Incomplete Road Works

The contract for tarmacking Kahinju-Moldina road at Shs.349,711,800 for which
an advance payment of Shs.104,913,540 was made to a private construction firm
is behind schedule by more 12 months. Besides the site of works appeared

abandoned.

Management stated that the contract was procured by the Ministry of Works and

efforts are being made to demand completion of works.

Recommendation

The council should liaise with Ministry of Works to demand liquidated damages

for delayed works.

HIMA TOWN COUNCIL

Opinion: Qualified-Except for.

Undisclosed Previous B __ills.

Every local government council chief executive is required by regulations 68 of
the Local Government Financial and Accounting Regulation (LGFAR), 2007 to
produce financial statements accompanied with details of expenditure and

schedules of various items including debtors and creditors.

Contrary to the above requirement, management presented Shs.136,034,668 in
the Trial Balance under Previous Bills without disclosing the details in the analysis
of expenditure or supporting schedule. No proper explanation was given for the

omission.
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26.4

Recommendation
All supporting documents for the previous bills should be submitted for

verification.

Sundry Creditors
Although the balance for sundry creditors reduced from Shs 161,902,048 to Shs

113,353,180 at the end of the current year, the remaining sum is still significant
and may result into litigation if not settled. Besides accumulation of sundry

creditors contravenes the government commitment control system

Management responded that it had contracted works which were incomplete at
year end but funds were available on account to clear Shs.60,950,592 owed to a

contractor and that only Shs.52,402,588 is unfunded.

Recommendation

A commitment control system should be put in place to e nsure that accumulation

of debt is minimized.

Delayed T armacking of Kalema 1 Mukurasi Road(0.3kms)

It was observed that a private firm was contracted to tarmac Kalema - Mukurasi
road (0.3 KMS) at a contract sum of Shs 150,127,170. The contract was duly
signed on 27/6/2008 and stipulated to commence in June 2008 and get
completed by 30/12/2008 (six months). However the contractor failed to
complete the works within the contract period inspite of the advance payment of
Shs89,276,151 constituting 59% of the contract sum.

Besides at the time of inspection the contractor had abandoned the site.

Management explained that the contractor was procured by the Ministry of works
and despite reports to the Ministry about poor performance no action had been

taken.

Recommendation
The Council should liaise with the Ministry responsible for works to demand

liquidated damages for delayed works and to ensure continuation of the works.

71



26.5

26.6

26.7

Unsecured A dvance s for Contracted W orks
The Local Governments Financial aml Accounting Regulation (LGFAR), 2007
43(4) requires that any advance payment to a firm for execution of works be

authorized against production of a valid bank guarantee

Contrary to the above provision a total of Shs.4,522,276 was paid to various
firms as advance payments without any guarantee thereby exposing the council
to the risk of loss of funds in the event of contract failure. No explanation was

given for this anomaly.

Recommendation

Management should always ensure that bank guarantees are obtained before
advancing any money to contractors. Meanwhile explanation should be given for

this anomaly.

Doubtful Purchase of Drugs
A sum of Shs.4,105,000 was paid to the in charge of Hima Health Centre for

purchase of Medical drugs. However, payment lacked delivery notes receipts

and local purchase orders rendering the expenditure doubtful.

Recommendation

The necessary documents to support the expenditure be availed for audit.

Non -deduction of 6% Withholding Tax

A sum of Shs.45,399,250 was paid to various firms upon supply of goods and
services; however Shs2,723,955 was not deducted in respect of 6% withholding
tax for onward remittance to Uganda Revenue Authority. Failure to deduct
statutory taxes from suppliers, service providers or contractors upon payments of
amounts equalling or more than one million shillings is in contravention of the
Income Tax Act 1997 and may attract penalties and fines from Uganda Revenue

Authority.

Management pledged to rectify the anomaly. However, evidence of remittance

of the Taxes is yet to be seen.
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Recommendation

Management should ensure that statutory taxes from suppliers, service
providers/contractors are duly deducted in compliance with the Income Tax Act
1997.

| rreqular Payments of Cashtoa C ontractor

Whereas Regulation 49(3) of the Local Government Financial and Accounting
Regulations 2007 requires payments to service providers to be by crossed
cheque an amount of Shs 10,376,590 was drawn by the Council cashier and paid
to a private firm in cash. Holding huge cash sums in the office may result into
theft. In any case acknowledgement receipts for the payment was not availed

for audit.

Management stated that cash was drawn after a request by the firm.

Recommendation
I have informed the Accounting Officer that in future such payments be made by

crossed cheque to comply with the regulations.

27.0 HOIMA DISTRICT

27.1 Opinion: Qualified-Except for

27.2 Outstanding Administrative advances

Contrary to regulation 43(2) of the Local Government Finance and Accounting
Regulations (LGFAR) 2007 that requires all official advances to be authorized by
Chief Executive and accounted for within a month, Shs.24,883,718 remained out

standing at year end. Included in the advances is a sum of Shs.23,217,485 that

was outstanding for more than twelve months.

Management indicated that bulk of the outstanding advances relate to prior years

and had been recommended for write off but this was not effected.
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27.4

27.5

Recommendation

Evidence of recovery efforts be availed.

Fuel Deposits not A __ccounted

Shs.17,459,000 was deposited for fuel to various fuel stations for Council
activities however, the funds remained unaccounted for. Unaccounted for fuel
may imply that the planned activities were not undertaken and the fuel

expenditure is recoverable.

Management claimed that supporting documents were available but they were

not submitted for verification.

Recommendation
All supporting documents such as deposit slips, fuel consumption statements,

fuel order forms and vehicle movement log books be availed for verification.

Doubtful Procurements

Shs.7,575,287 incurred on stationery and instructional materials was not
supported with delivery notes and stores records rendering the expenditure
doubtful.

Management claimed that supporting documents were available but they were

not submitted for verification.

Recommendation

All supporting documents and stores records be availed for verification.

Unauthorised Diversion of F_unds

Re-allocation of approved funds between items under different programmes of

expenditure should occur with prior approval of the executive committee in

accordance with regulation 25(1) (b) of the Local Government Financial and
Accounting Regulation, 2007. Contrary to the above provisions, Shs.10,000,000

was however, diverted from the education department to the District general
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27.0

27.1

27.2

fund account without necessary authority. Diversion of funds affects

implementation of activities planned under the affected programme.

In response management indicated that funds were refunded to the Education

account, however there was no evidence that this was done.

Recommendation

| have advised the Accounting Officer that Shs.10,000,000 should be refunded to

the education account or approval of diversion be availed.

Board of Survey R _eport

The Board of Survey report was not submitted for verification contrary to
regulation 102 of Local Government Financial and Accountng Regulations. In
the circumstances the cash, bank balances and assets were not independently

reconciled with the accounts records.

Management in response claimed that the Board of Survey report was available

but was not produced for verification.

Reco mmendation

The board of survey report should be attached.

HOIMA TOWN COUNCIL

Opinion: -Qualified-Except for.

Revenue receivables

Section 2.3.2.3 of Local Government Financial and Accounting Manual require
receivables to be collected promptly. However, contrary to this regulation
revenue receivables at the year end amounted to Shs.838,222,735 including a
sum of Shs.605,644,234 relating to previous financial years of which recovery
efforts have been minimal. Outstanding receivables represent idle assets which
can not be utilized to provide services. Besides the council did not prepare an
aging schedule to facilitate detailed analysis of the age of the debtors to enable

instituting debt recovery strategy.
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27.4

In response management stated that defaulters would be pursued in courts of

Law.

Recommendation
Management should submit detailed aging schedules and evidence of efforts
implemented to recover the funds and in future comply with the regulation to

minimize occurrence of receivables.

Outstanding Advances
Contrary to Regulation 43(2) of the Local Government Financial and Accounting

Regulations that require official advances to be accounted for within one month,
a sum of Shs.33,281,236 remained outstanding at end of the fin ancial year.
Further analysis revealed that out of the above amount advances of

Shs.5,722,100 have been outstanding for more than twelve months.

Management in their response indicated that former staff and councilors, have
not made any efforts to account and demand notes are to be issued to all

concerned individuals. The out come of this action is awaited.

Recommendation
Accountabilities should be submitted or recoveries be made and the regulations

complied with.

Diversion of Funds
A sum of Shs.24,794,599 was drawn on the roads account to settle VAT liability

of the District. The diversion of funds affected adversely planned road works.
Besides the Tax liability was not supported with VAT returns as required by the
VAT Act.

In response, management stated that refunds to the Roads account would be

made.
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27.6

27.7

Recommendation
Evidence of refunds to the roads account and documentation to support the tax

liability be availed for audit.

Missing Vouchers
According to Regulation 42 of Local Government Financial and Accounting

Regulations, all disbursements of the public money shall be properly vouched. It
was however, observed that payment vouchers for Shs.7,551,503 were not

submitted for verification. Missing vouchers are a potential source of fraud.

Management in their response claimed that the vouchers were available,

however, they were not submitted for verification

Recommendation

All payment vouchers should be availed for verification.

Un-authorized Contract V___ariation

A contract variation of Shs.4,595,100 for power extension to Mandela and Tayari
Road was undertaken without the authority of the contracts committee contrary
to local government public procurement and disposal of assets authority
regulations 120(1) and (2).

Management in response explained that a request would be made to the

contracts committee for ratification.

Recommendation
Management should avail evidence of contracts committee approval of the

variation.

Under_Staffing

Out of an approved staff establishment of 67, a total of 51 posts are filled
leaving 16 vacancies which include the post of chief Township officer. In the
circumstances implementation of Council activities is impaired. Management
stated that plans were underway to fill the vacant post s, but no documented

evidence of the plans was availed for verification.
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28.1

28.2

28.3

Recommendation

Vacant posts should be filled appropriately.

KABAROLE DISTRICT
Opinion: -Qualified-Except for.

Unaccounted for F _unds

Administrative advances to council employees amounting to Shs 267,440,704
were not accounted for contrary to regulation 43 (2) of the Local Government
Finance and Accounting Regulation which requires accountability with in a

month.

Management stated that recovery measures would be implemented.

Recommendation
The funds should be accounted for. In the alternative evidence of recovery be

submitted.

Diversion of F_unds

Contrary to regulation 25 and 26 of the Local Government Finance and
Accountability Regulations 2007 which bars re-allocations between items under
different programmes of expenditure without appropriate approval, a sum of Shs
150,070,467 was diverted from several accounts by the District including the
Local Government Development Programme and the District headquarters

construction account without approval.

Management explained that authority for Shs.52,000,000 drawn from the District
construction account was given by Council and that a reimbursement of Shs.
98,070,467 would be made. However, the authority and re -imbursement were

not provided and submitted respectively.

Recommendation

Evidence for both council authority and re-imbursement should be availed.
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28.5

28.6

Unspent Bank Balances not R emitted
Contrary to Public Finance and Accountability Act 2003 Section 19 urspent

Conditional Grants of Shs126,615,067 remained on the District education
account without necessary authority from Treasury.
Management submitted that retrospective authority had been requested but no

response was received. There is risk of extra budgetary funding.

Recommendation

Retrospective authority should be sought and evidence of re-voting the funds is

required.

Excess Expenditure on Council Emoluments and A llowances

Contrary to Local Government Act Cap 243 which prohibits expenditure of
emol uments and all owances of Council,
revenue, the District spent an excess of Shs 49,485,597 over the prescribed

amount.

Management did not submit a response.

Recommendation

An explanation is awaited from the Accounting Officer.

Local revenue Performance S hortfall
Out of budgeted local revenue of Shs.347,284,292 only Shs.217,583,160 was
realized indicating a shortfall of Shs.131,701,132 and this affected service

delivery negatively.

Management attributed the shortfall to unremitted royalties from Central

Government and Uganda Wild Life Authority.

Recommendation

Management should demand for the funds from the defaulters in accordance

with financial regulations.
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28.8

28.9

Unaccounted for Funds
Shs.16,986,000 was withdrawn from the UNICEF Account and utilized for
unspecified activities without submitting accountability. Though the District

refunded the funds to UNICEF accountability is required.

Recommendation

Management should submit accountability for the funds or seek recovery from

thee defaulters.

Un-explained Direct D ___ebits

Payments of Shs5,099,068 were debited directly from several bank accounts

without any documentation, rendering genuineness of the expenditure doubtful.

Management stated that the Bank was requested to provide explanations

Recommendation
Management should ensure that funds are recovered or proper explanation is

submitted.

Non -Compliance with the Procurement Cycle

Out of 18 contracts examined only one had complied with the p rocurement cycle.

Examples of improper procurement revealed were;

e Bwanika Primary school under School Facility Grant which had not been in
the work plan was substituted for Ntanda Primary School without
documenting the changes.

e Procurements amounting to Shs 599,389,658 did not have approved
requisition forms.

Cases where funds were released to individual officers to carry out activities

without justifi cation of force account include: -

Construction of domestic rain water harvesting tanks valued at Shs.32,500,000,
Culvert installation valued at Shs.5,300,000 advanced to the District Engineer,
Grading of Rwaihamba i Kasenda road at Shs.8,474,950, training of water

source committees at Shs.30,000,000 paid out to rural growth initiatives without
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29.0

20.1

evidence of competitive bidding. This same organization had not been pre-

qualified.

Recommendation
Management should ensure that all procurement procedures are documented

and submitted for verification.

Missing Personal E_iles
Personal files for 23 officials were not made available for audit management

could not explain how they effected changes for the 23 people without the
personal files and how these individuals accessed the payroll without files. The
basis against which the District determined salary scale, period of service e.t.c.

remained questionable.

Recommendation

The 23 files should be availed for verification.

KAGADI TOWN COUNCIL

Opinion: -Qualified-Except for.

29.2 Unauthorized Excess E  xpenditure

A sum of Shs.50,461,833 was spent ovea and above the approved budget

estimates on various codes in the year under review without approved virements,

warrants or supplementary budgets contrary to Regulations 44(1) of the Local

Governments Financial and Accounting Regulation(LGFAR), 2007. Excs

expenditure contravenes budgetary controls.

Management in response indicated that the adjustments have been made in the
ledgers and the final accounts and that necessary approvals would be availed. The

approval and adjustments were, however, not submitted.

Recommendation

Necessary approval and adjustments should be submitted. In the alternative,

unauthorized excesses may be surcharged against the officers responsible in
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accordance with regulation 30(3) of the Local Government Financial and

Accounting Regulations, 2007.

Irreqular Payment of D omestic Arrears
During the year under review management paid domestic arrears of

Shs.6,166,172, which had not been previously declared as outstanding creditors.
Besides no statement of outstanding commitments was prepared to show the
adjustment of these arrears. In the absence of supporting documents the

genuineness of the expenditure is doubted.

Management in response admitted the omission of arrears in the ledgers and

stated that adjustment had been mad e which was not the case.

Recommendation

Management should consider recovering Shs.6,166,172 from concerned officers

purported to be creditors who could not be confirmed.

Staff Shortages

Section 65 of the Local Government Act 1997 prescribes appoiriment of relevant
staff in a town council. Review of the staffing structure of Kagadi Town Council
revealed the following vacant positions; Town Clerk, Town Engineer, Education
Officer, Senior Assistant Town Clerk, Personnel Officer an Examiner of Accouns in

audit department.

In the circumstances, service delivery may be impaired due to understaffing.

Management indicated that the recruitment process was on going. However, at

the time of verification only the post of Town Clerk had been filled.

Recomm endation

Vacant posts should be filled to enhance services to the population.

Funds not Accounted For

It is a requirement under regulation 43(2) of Local Government Financial and

Accounting Regulation 2007 that all advances to Local Council employees shall be
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30.1

30.2

authorized by Chief Executive and shall be accounted for within a month.
However, funds amounting to Shs.3,486,611 advanced to council staff to

implement various activities during the financial year remained unaccounted for.

Management in response indicated that the accountabilities would be submitted for

verification, but the documents were not availed.

Recommendation

All supporting documents should be availed. In the alternative the funds are

recoverable.

KAMWENGE DISTRICT
Opinion: Qualified-Except for.

Salaries a nd Wages paid Without Personal F iles
Regulations 53(1) of Local Governments Financial and Accounting Regulations

(LGFAR), 2007 states that each Head of Department shall be responsible for
maintenance of an establishment register recording full personal details and
rates of pay of all established staff in the department and the register shall be
kept up to date in accordance with the approved respective local government
structure, to agree with the central pe rsonnel records, pay records kept by the
head of finance and the nominal rolls upon which the approved estimates are

based.

Contrary to the above provision, salary payments amounting to Shs.731,747,524
released by the centre to the District in financial year 2008/09 in respect of
secondary and tertiary teachers were not supported by personal files. There is
risk of financial loss to government if payments are based on un-authentic

information

Management later submitted 90 files yet the teachers on the pay roll are 139.
Besides, the submitted files lacked copies of pay change reports and pass port

photographs of the beneficiaries.
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30.4

30.4.1

Recommendations
Personal files should be opened up for all secondary & tertiary teachers paid by

the District for ease of verification.

Lack of Proper records for drugs

Audit of the medical department revealed that drugs worth Shs. 115,114,016
delivered to 2 health centres namely Rukunyu and Ntara Health centre Vs from
the National Medical Stores and other suppliers were not witnessed by the
internal auditors, thus flouting the internal control procedures for purchase and

receipt of drugs.

Audit inspection of the two health centres further revealed lack of proper records
to track the receipt, issue of drugs and subsequent consumption of drugs by

patients.

Management explained that records at the Health Centres are being streamlined

to ensure that drug receipt and issues are monitored.

Recommendations
Management should avail documentation to account for drugs worth
Shs.115,114,016.

Outstanding Administrative Advances

Ex-employees Advances

A sum of Shs 56,825,825 paid to various individuals remains unaccounted for
and the recovery is doubted as they have since left service of the District due to
dismissal, abscondment and other reasons. Besides no practical steps have

been taken to recover the funds.

Management stated that recovery is still a challenge to date.

Recommendations

The advances be followed up and recovered.
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30.4.2 Staff Advances

30.5

30.6

Regulation 43(2),(3) of the Local Government Financial Accounting Regulations,
2007 states that Administrative Advances to Council employees shall be
authorized by the Chief Executive and shall be accounted for within a month and

the Chief Executive Officer shall na authorize any advance to a council employee

who has not accounted for any of the previous advances.

Contrary to the above, audit has revealed that various officials of the council
were paid advances of Shs.19,110,000 from the UNICEF account to execute
various obligations of the council but had not accounted for funds at the close of

the Financial Year.

The Accounting Officer stated that management had tried to ensure that

advances are accounted for within a month of receipt but in vain.

Recommendation s
Funds should be recovered from the beneficiaries and regulations regarding

operation of advances should be adhered to.

Outstanding URA O bligations
It was observed that out o f total tax obligations of Shs. 253,050,412 due to URA,

the District settled Shs.87,464,599 leaving Shs165,585,813 outstanding. Delays

in settling Tax obligations attracts interest charges and penalties.

Management explained that efforts are being made to settle the tax obligation

with the help of the Ministry responsible for finance.

Recommendation

All necessary measures be taken to settle Tax obligation to avoid penalties and

interest charges.

Nugatory Expenditure

During the year under review, management did not deduct taxes amounting to
Shs 199,134,767 which comprised of Shs 55,191,495 and Shs 143,943,272 for

PAYE and Withholding tax respectively. This attracted a total interest of Shs
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92,640,762 of which of Shs 26,892,552 was for PAYE and Shs 65,748,210 for
Withholding Tax as per Tax investigations covering the period July 2003-June
2006 which was carried out by the Uganda Revenue Authority. The interest
charge is considered wasteful as it would have been avoided if Tax deductions

and prompt payments were made in accordance with the Income Tax Act 1997.

Recommenda tion
The responsible officers should be held accountable in accordance with the

Income Tax Act 1997.

30.7 Unaccounted for Funds
According to the Local Government Finance and Accounting Regulations Section
43, Advances to council employees shall be authaized by the Chief Executive
(CAO) and shall be accounted for within a month. The Chief Executive (CAQO)
shall not authorize any advance to a council employee who has not accounted

for any of the previous advances.
Contrary to the above provisions, one officer was paid council funds cumulatively
amounting to Shs.24,666,000 from various departments in form of advances for

official activities and the accountability has not been submitted.

Management explained that duties performed were cross cutting in nature and

that the officer will be required to account.

Recommendation

Funds should be accounted for or recovered.

30.8 Universal Primary Education (UPE) Schools

A number of Primary Schools were inspected for purposes of ascertaining the
infrastructure and the study environment of the pupils and accountability of UPE
funds. These were; Ikamiro Primary School, Kakinga Primary School, St. Pio
Primary School, Kyabenda Primary School and Rwenjaza Primary School. The

following weaknesses were noted;
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31.1

31.2

UPE fundswere not being properly accounted for as no cash books or vouchers
were in use.

The School was inadequately staffed

Schools had inadequate and poor infrastructure resulting into sharing of class
rooms by different classes.

In some schools, pupils enrolment is very low.

Recommendation
School infrastructure and staffing should be prioritized to enable pupils attain
learning objectives and cash books and vouchers should be put in place to

account for the UPE funds.

Road W orks -Routine M_aintenances
The following roads that were repaired in July 2008 i March 2009 at a cost of
Shs.15,400,000 were found impassable; KiyagaraBunoga, Kyabandara

Muongoro, BisoziBihanga and KanaraRwenshama

Management explained that lack of funding prohibited regular ma intenance

Recommendation
Management should liaise with the Ministry responsible for Finance to increase

on funding. The quality of works done should also be monitored adequately.

KAMWENGE TOWN COUNCIL

Opinion: Qualified-Except for.

Official Advances not Accounted F or

Contrary to regulations 43(2) of the Local Government Financial and Accounting
Regulations 2007 that requires official advances to be accounted for within a
month, Shs.25,585,857 remained outstanding. Inclusive is Shs.6,357,857 that

was brought forward from the previous financial year.

Recommendation
The funds should be accounted for or recoveries be made. In future regulations

be complied with.
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31.5

Irreqular Allowances
The Council paid Shs.8,290,000 to the Chairgerson LC Ill in form of consolidated

allowances comprising of mileage, airtime and cost of living allowance.
However, there was no evidence of car ownership and authority to pay the
allowances. In addition council staff drew monthly allowances referred t o as
staff welfare totaling Shs.8,696,000 without necessary council resolution or
authority from the Ministry of Public Service which is responsible for giving

guidance on allowance in the service.

Management explained that necessary authority would be sought. The

authorities are awaited.

Recommendation

Necessary authority be submitted for verification.

Local Revenue Shortfall

Contrary to regulation 32 of the Local Government Financial and Accounting
Regulation 2007 that require all budgeted revenue to be collected, out of the
budgeted Local Revenue of Shs.148,376,300 only Shs.88,267,225 was realized
indicating a shortfall of Shs.60,109,075 (41%) and this affected service delivery
adversely. Management attributed the shortfall to delays in ins tituting the

District Land Board and contract awards to private revenue collectors.

Recommendation

Management should recover outstanding revenue and improve on administration
of revenue collection.

Incomplete Construction Works

Review of the contract performance regarding the construction of Town Council
offices by a private firm at a cost of Shs.56,000,000 revealed the following
irregularities: -
e The contract completion time line of ( 5™ December 2007) has been

exceeded by more than 24 months.
e The floor screed had developed cracks.
e The ceiling was sagging.
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e Various doors were poorly fixed and could not lock.

e The wall paint appeared inadequate.

Management explained that the contractor had been reminded of his obligations
and contract termination was b eing considered. The outcome of these actions
are awaited.

Recommendation

Management should seek liquidated damages for delayed works as per contract

agreement and address the defects identified above.

Staff Shortages

Out of an approved staff establishment of 62, only 18 positions were filled
leaving a shortage of 44 staff. Besides 4 positions are being held in acting
capacity and these include Town Clerk, Senior Finance officer, Town Engineer
and Accountant. In the circumstances segregation of duties is impaired and
service delivery is compromised.

Recommendation

Vacant posts should be filled appropriately to facilitate service delivery.

KASESE DISTRICT

Opinion: Qualified-Except for.

Unspent B _alances

Unspent conditional grants of Shs.50,200,884 were retained on the Council
accounts without necessary approval contrary to Public Finance and
Accountability Act 2003 section 19(1). There is a risk of extra budgetary
funding.

Recommendation

The funds ought to be refunded to Treasury or relevant authority be availed for
the retention.

Administrative Advances

Contrary to regulation 43(2) of Local Government Finance and Accounting

Regulations 2007 which requires accountability in one month, Administrative
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advances of Shs.182,226,401 remained outstanding for more than 24 months.
There is no evidence to show that efforts were made to recover or have the

funds accounted for by the individuals.

Management stated that recovery efforts are under way.

Recommendation

The funds should be recovered from the defaulters.

32.4 Irreqular Payment of Arrears

A sum of Shs.61,042,915 was paid to various firms and individuals arising from
undisclosed payables. It was further observed that Shs.123,754,315 was
reflected as outstanding domestic arrears without supporting documents for the
year 2008/09.

Management responded that previous disclosures are in place, however, there

was no evidence to this effect.

Recommendation

All supporting documents and necessary adjustments be availed for verification.

32.5 Wasteful Expenditure
Shs.54,824,815 was awarded to service providers by courts of law due to the

Districtb s failure to pay I|liabilities of Shs. 150,
Shs.54,824,815 are considered wasteful as they would have been avoided with

proper planning.

Management attributed the delays in payment of liabilities to under performance
of local revenue. The Accounting Officer further stated that the obligation arose
due to unbudgeted taxes charged to the District in respect of Donor Funded

Projects.
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32.6

32.7

33.0

33.1

33.2

Recommendations
| advised the Accounting Officer to liaise with Ministry of Finance Planning and
Economic Development to ensure proper budgeting for taxes of Donor Funded

Project for purposes of meeting tax obligations promptly.

Lack of Hospital Land Title
Bwera Hospital land lacks a land title. No information was available regarding

ownership, size and value of land occupied by the hospital. The hospital land is

exposed to risk of encroachment.

Management stated that a final payment for the land is to be made before

acquisition of land title.

Recommendation

Survey documents and sales agreement should be availed for verification.

Unbanked Revenue

Out of cash collections of Shs.35,77,900 only Shs.27,082500 was banked
indicating that Shs.8,675,400 was utilized at source contrary to financial

regulations.

Management stated that the funds were incurred on special services of

Radiographers and refunds would be made.

Recommendation

Refunds be made and in future all cash collections should be banked intact.

KASESE TOWN COUNCIL

Opinion:  Qualified-Except for.

Tax Deposits not R _emitted to URA
A sum of Shs.18,851,844 comprising of Shs.18,187,733 (VAT) and Shs.664,111

(PAYE) were not remitted there by exposing the Council to risk of penalties and

interest charges.
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33.3

33.4

Delayed payment of taxes is contrary to tax regulation that require remittance of
tax to be made within 15 days following the month to which the remittance

relates.

Management sated that the funds would be settled in the financial year
2009/2010.

Recommendation

Tax liabilities should be settled in accordance with the regulations to avoid

penalties.

Ir reqular Payment of Outstanding B ills
A sum of Shs.11,723,850 was paid to various individuals and firms purportedly

for previous outstanding bills. However, it was noted that the expenditure was
incurred without necessary supporting documents such as commitment registers,
tender award notification letters, contract agreement s, receipts from the firms

and certificates of performance rendering the expenditure doubtful.

Disbursement of public funds without proper vouching is in contravention of
regulation 42 of the Local Governments Financial and Accounting Regulation,

2007.

Recommendation
All supporting documents should be submitted for verification. In the alternative

the funds are recoverable.

Outstanding Administrative Advances
Advances paid out to individuals are required to be accounted for within a

month. In accordance with Local Government Finance and Accountability
regulation 207, Section 43 contrary to the regulation Shs.18,964,240 advanced

to various staff for official activities remained outstanding.
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33.5

33.6

Management in their response indicated that a substantial amount of advances

had been accounted for; however, no documentations provided for audit.

Recommendation

The funds should be accounted for or recovered.

Sundry Creditors
Included in sundry creditors at the year end of to Shs.89,761,944 was

Shs.3,491,000 that has been outstanding since the previous year. Over due
creditors may attract litigation. In any case, accumulation of liabilities

contravenes government policy of the commitments control system.

Management attributed the accumulation of liabilities to shortfalls in funding

from Central Government.

Recommendation

Goods and services should be procured on the basis of available resources to

comply with the commitment control system instituted by government.

Un-remitted Funds by Contr acted Revenue C ollectors
According to regulation 32 of the Local Government Financial and Accounting

Regulations, 2007, the Head of Finance is responsible for ensuring revenue
collectors carry out their duties properly to ensure that all revenue due to cou ncil
is promptly collected in the approved manner and banked intact. It was
however, noted that out of Shs.425,596,169 of the total contracted out local
revenue only Shs.415,113,982 was realized leaving a balance of Shs.10,482,187
outstanding from private revenue collectors. Failure to collect revenue due to

Council constrains service delivery to the population.

Management explained that reminders have been issued to the contractors.
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33.7

33.8

Recommendation

Management should explore all ways and means of ensuring that the

outstanding revenues are recovered from the private contractors.

Delayed Construction W orks
Review of performance of the contract for construction of Speke | Square Il and

Alexander roads by a private firm revealed the following anomalies:-

e The completion date (November 2008) has been exceeded by more than 12
months now.

e Although Shs.315,994,456 (68%) has been paid out of the contract sum of
Shs.466,091,000, inspection of sites indicated that works have been
abandoned.

e Performance reports were not availed to confirm quality and quantity of

works done.

Recommendation

Management should consider demanding liquidated damages for delayed works.

Performance reports for completed works should be availed for verification.

Un-collected Sundry D ebtors
Included in the sundry debtors of Shs.26,372,172 is a sum of Shs.18,692,492

that has been outstanding since 30" June 2008 implying that no effort were
made to recover the funds. It is observed that funds owed to Council represent

an Assd that is idle.
Recommendation

Management should follow up debtors on a regular basis and seek legal redress

in case of long outstanding debts.
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34.0 KATWE-KABATORO TOWN COUNC IL

34.1 Opinion: -Qualified-Except for

34.2

34.3

34.4

Un collected D _ebtors

A sum of Shs.206,714,045 remained uncollected during the year under review
with no evidence that management sent reminders for collection .
Management responded that they were in the process of recovering the fund

through courts of Law.

Recommendation

Recovery of the debts should be implemented in accordance with Local

Government Financial and Accounting Regulations.

Outstanding Administrative A dvances
Administrative advances amounting to Shs.105,576,778 remained outstanding

under the year under review contrary to Local Government Financial and
Accounting Regulation 43 which requires submission of accountability within one
month. Of the above sum Shs.63,896,405 had been outstanding for more than

one year.

In response management stated that accountability was available but this was

not availed for verification.

Recommendation

Outstanding advances should be accounted for promptly. In the alternative

funds should be recovered.

Unauthorized Excess E  xpenditure

A sum of Shs.94,395,098 was spent in excess of the approved budget estimates
on various codes in the year under review. No warrants to evidence virements,
or re-allocation of funds were availed for verification contrary to Local
Government Finance and Accounting Regulation 30. Excess expenditure

contravenes budgetary controls and may hinder execution of planned activities.

95



Management in response indicated that virements were made and approved by

the relevant authorities but no evidence was availed for verification.

Recommendation

All relevant documents for the authorization should be submitted for verification.

345 Incompletely Vouched E xpenditure

Payment s for civil wor ks and chgitor per sonos
Shs.42,462,532 lacked the necessary supporting documents making the

expenditure incompletely vouched . The civil works lacked contract agreements

and completion certificates while the travel abroad was not supported with Air

ticket coupons, boarding passes and backto-office reports. Management stated

that the documents would be traced and submitted for verification.

Recommendation

All supporting documents should be submitted for verification.

34.6 Sundry C reditors
Included in the sundry creditors of Shs.29,189,897 is a sum of Shs.7,210,098
relating to previous years. Accumulation of creditors contravenes the Budget Act
2001 Section 14 which requires commitments to be based on availability of funds.

Besides longstanding creditors may resultinto litigation.

Recommendation

Management should ensure commitments are based on availability of funds.

34.7 StoresnotT akenon C harge
The council purchased goods worth Shs.10,799,010 from various firms. The
procurements were however, not supported by stores records such as delivery
notes, goods received notes and store ledgers there by contravening the Section
441 of the Local Government Financial and Accounting Manual. | could

therefore not confirm that the goods were received.
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34.8

35.0

35.1

35.2

Recommendati__on

Management should avail necessary supporting documents for verification.

Internal Control Weakness

The Town Council has a fully fledged internal audit unit headed by the senior
internal auditor who is required to ensure that council risks are managed
effectively and economically and in accordance with Local Government Financial

and Accounting Regulations 104 and 106.

It was observed that there were no quarterly audit reports that had been

produced for the last two financial years rendering in ternal audit unit ineffective.

Management had no response to this anomaly.

Recommendation

The Internal Audit unit should prepare the quarterly audit reports to enhance

internal controls in the Council.

KIBAALE DISTRICT

Opinion: -Qualified-Except for.

Administrative Advances Unaccounted F_or

Administrative advances of SHs.27,909,996 discovered during audit were not
accounted for contrary to regulation 43(2) of Local Government Financial and
Accounting Regulations, 2007 that require accountability to be rendered within a

month.

Recommendation
All accountabilities should be submitted for verification. In the alternative funds

are recoverable.
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35.3

36.0

36.1

36.2

36.3

Missing Vouchers
Payment vouchers of Shs.3,223,944 were not produced for audit contrary to

regulation 42 of the Local Government Financial and Accounting Regulations,
2007 which require payments to be properly vouched. The vouchers are

considered missing.

Recommendation

The missing vouchers be produce for audit.

KIBAALE TOWN COUNCIL

Opinion: Qualified-Except for.

Unaccounted for Fuel Deposits
Shs.18,020,950 advanced to various individuals and a fuel station for fuel to cater

for Council activities lacked supporting documents such as consumption statements

and fuel orders forms rendering the expenditure doubtful.

Management claimed that the accountability was available but was not submitted

for verification.

Recommendation

All necessary supporting documents should be availed for verification.

Undisc losed Dom estic Arrears Paid

During the year under review, management paid domestic arrears of
Shs.11,273,310. However, domestic arrears of only Shs.1,006,539 were disclosed
in the previous year The balance of Shs.10,266,774 lacked supporting documents

and explanations.

Recommendation

All supporting documents for the arrears should be availed for verification.
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36.4 Unaccounted for Advance
A total of Shs.3,336,000 advanced to staff for official activities remained unretired.
It was also noted that some officers were advanced more funds without first
accounting for previous advances as required by Local Government Finance and

Accounting Regulation 43(2) and (3).

Management in response claimed that all documents were available, however,
these were not submitted for verification.

Recommendation

Accountabilities should be submitted for verification or funds be recovered.

37.1 Non -deduction of Withholding Taxes
Withholding tax of Shs.1,085,085 was not deducted from eligible tax payers

contrary to the Income Tax Act 1997 Section 124 there by exposing Council to

the risk of penalties from Uganda Revenue Authority.

Recommendation
Management should ensure that the Taxes are recovered and paid to Uganda

Revenue Authority to avoid penalties and other sanctions.

37.0 KIGOROBYA TOWN COUNCIL

37.1 Opinion: -Qualified-Except for.

37.2 Qutstanding Debtors
Section 2.3.2.3 of the Local Government Financial and Accounting Manual 2007

requires debtors to be promptly collected. However, included in the debtors of
Shs.61,939,973 is a sum of Shs.57,129,084 that has been outstanding for more
than twelve months. Debtors represent idle assets that hinder availability of

cash for service delivery.

Management stated that some of the debtors are irrecoverable and would be

written off after due process.
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37.3

37.4

Recommendation
Management should ensure recovery of outstanding debts to enable council

provide necessary services or institute write off procedures.

Irreqular A __ccountabilities

A total of Shs.7,700,000 paid to various contractors and companies did not have
original supporting documents. Instead photocopies were provided rendering
the accountability doubtful. Management reported that the payments were
submitted to Inspectorate of Government (IGG) but no acknowledgm ent receipt

was availed to support this assertion.

I could not rely on photocopies to audit the expenditure in question.

Recommendation

Original documents should be submitted for verification.

Unauthoriz ed R etention of unexpended balances
Whereas Section 19(1) of the Public Finance and Accountability Act, 2003 (PFAA)

provides that all unexpended balance of Conditional moneys withdrawn from the
Consolidated Fund shall be repaid back to the same account at the closure of the
financial year, Shs.4,502,070 comprising of Local Government Development
Programme and National Agricultural and Advisory Services remained on the

Council accounts without necessary authority.

In response, management stated that the funds were committed to capital

works.

Recommendation

The fund should be returned to Treasury in accordance with regulations or

permission for retention be sought.
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38.0

KYENJOJO DISTRICT

38.1 Opinion: -Qualified-Except for.

38.2

38.3

Local Revenue Performance Shortfall

Out of the budgeted local revenue of Shs.308,083,696 on specific items only
Shs.222,992,417 was realized indicating a shortfall of Shs.85,091,229, which
represented 28% under performance. Under collection of revenue on specified

items may imply inadequate budgeting process or weakness in revenue collection.

Management in response indicated that the District had revised its budget
downwards in a supplementary budget presented to the Council on 10" June 2009
in accordance with regulation 28 of the LGFAR 2007, and that sources such as
property tax could not be collected without authority of the Hon Minister of Local

Government.

Recommendation
Appropriate budgeting mechanism should be instituted. In addition, revenue
control procedures such as regular supervision of revenue staff and accountability

for revenue stationery be enhanced.

Qutstanding Administrative Advances

It is a requirement under regulation 43(2) of LGFAR 2007 that all advances to local
council employees shall be authorized by Chief Executive and shall be acounted
for within a month. It was however noted that Administrative advances of
Shs.18,194,314 remained outstanding at the end of the year, of which

Shs.9,321,914 was brought forward from the previous year.

Management in response indicated that it has instituted strict policies on recovery
of advances such as publicizing the names of defaulters on the public notice
boards, turning administrative advances into personal advances and deducting it
from their salary. Instituting legal proceedings against the d efaulters through the

solicitor general would also be effected.
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38.4

38.5

Recommendation

Management should follow up the recovery of outstanding advances to avoid

incurring losses to the council.

Staff Loans

Staff loans amounting to Shs.18,130,600 remained outstanding and recovery may
be hampered by the new straight through salary payments procedure introduced
by the Ministry of Public Service. It was further noted that granting loans to
District officials from funds meant for provision of services to the local population

affects service delivery.

The Chief Administrative Officer explained that a request had been made to the
Ministry of Public Service to effect deductions for the outstanding sum of

Shs.18,130,600, but the deductions had not been effected.

Recommendations

Evidence of recovery of the funds should be availed.

Outstanding Domestic Commitments
Outstanding commitments of Shs.16,395,253 remained unsettled at the end of

the financial year contrary to the government commitment control po licy.
Besides the commitments were not reported in the notes to the accounts as
required by the local Government Accounting Manual 2007 Section 6.6.5.6.
Accumulation of arrears contravenes budgetary controls and may result into

litigation.

Recommendatio n

Management should ensure that all expenditures are incurred in accordance with

the approved budget to avoid the situation of accumulation.
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39.0

39.1

39.2

39.3

39.4

KYENJOJO TOWN COUNCIL

Opinion: -Qualified-Except for.

Failure to Depreciate Fixed Assets

Fixed assets were presented at the gross value of Shs.649,126,779 in the balance
sheet without depreciation contrary to accrual principles resulting into an

overstatement of the assets.

Management explained that fixed assets were not depreciated due to absence of

an approved depreciation policy.

Recommendation
Necessary adjustments should be made to present the assets in accordance with

accrual principles.

Non -remittance of Revenue

A private revenue collector contracted by the Town Council failed to remit
Shs.24,265,679 in respect of local taxes and fees received on behalf of the Council.
Besides the same contractor failed to collect Shs.20,923,112 in respect of water

charges on behalf of the Town Council.

Management stated that reminders have been sent to the contractor to adhere to

the contract terms.

Recommendation
Effective recovery procedures should be enforced to obtain the funds.

Irreqular Purchase of Land
Shs.7,500,000 incurred on purchase of land was not supported with a land title,

negotiation minutes, valuation estimates and ownership documents rendering

the genuineness of the expenditure doubtful.
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39.5

40.0

40.1

40.2

40.3

Recommendation

All relevant documents be availed for verification.

Administrative Advance

Shs.4,693,000 paid to a council staff for supply and distribution of security lights
and connection fees for five(5) meter boxes lacked relevant supporting
documents such as delivery notes and acknowledgement receipts rendering the

expenditure doubtful. Besides, the items were not taken on charge.

Recommendation

All relevant documents be availed for verification.

MASINDI DISTRICT

Opinion: -Qualified-Except for

Outstanding Administrative A dvances

Regulation 43 of the Local Government Finance and Accounthg Regulations
(LGFAR) 2007 requires advances to be accounted for within a month. Employees
who have not retired any of the previous advances should not access fresh
advances. Contrary to regulations, outstanding administrative advances at the
year end amounted to Shs 78,681,616. Delayed accountability may result into

falsification of documents.

Management explained that efforts were being made to account or recover the

funds.

Recommendation
Evidence of accountability or recovery of the funds should be availed for

verification.

Unauthorised retention of Unspent Conditional Grants
Contrary to the Local Governments Financial and Accounting Manual Section

6.6.5.3 which requires refund of conditional grant unspent balances to the

Consolidated Fund, unexpended balances amounting to Shs20,501,338 had

104



40.4

neither proof of remittance to the Treasury nor authority to spend the money.

Unauthorised retention of conditional grants contravenes financial regulations.

Recommendation

Evidence of remittance of the funds or authority for retention be availed for

verification.

Unjustified U se of Force Account
During the year 2008/2009, Masindi District Local Government used Force

Account to rehabilitate Kigumba T Apodorwa i Mboira road at Shs 60,010,280.
The works commenced in April 2009 and had been scheduled for completion by
30™ June 2009. However, by the time of writing this report which was 6 months

later the works had not been completed as evidenced in the photograph below :-

Grass covering Mboirai Apodorwa 7 Kigumba road.
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