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1.0 INTRODUCTION

| am required by Article 163(3) of the Constitution of the Republic of Uganda and Section
13 and 19 of the National Audit Act 2008 to 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

Corporations or other bodies established by an Act of Parliament.

Under Article 163 (4) of the Constitution, | am also required to s ubmit to Parliament by
31st March annually a Report of the Accounts audited by me for the year immediately

preceding. | am therefore, issuing this report in accordance with the above provisions.

This is Volume two of my Annual Report to Parliament and it covers financial audits
carried out on Central Government Ministries, Departments, Agencies, Universities and

Uganda Missions abroad.
In this introduction, | give an overview of the financial audit work carried out, status of
completion of the audits, summary of the audit opinions issued on the financial

statements of the entities audited and a summary of the key audit f indings arising from

the audit.

Section 2 presents my findings and audit opinion on Government of Uganda Consolidated

Financial Statements including major observations.

Section 3 contains the detailed audit findings on each entity audited.

STATUS OF COMPLETION OF AUDITS

Financial Audits

A total of 107 entities comprising of Ministries, Agencies, Commissions, Departments,
Uganda Missions droad, Public Universities, Referral Hospitals and the Consolidated
Government of Uganda Financial Statements, were audited during the year ended 30th

June 2014. Accordingly, separate audit reports were issued for each of them.
1



Out of the 107 entities au dited, 75 entities had unqualified opinions, and 32 had qualified
opinions. Included in 107 are 17 entities that are contained in Volume 6. The basis used
to arrive at the audit opinion is described in the separate reports issued on individual
entities. The table below summarises the types of audit opinions issued on each of the

entities audited: -

No | Entity Category Sector Opinion
1 | Uganda Consolidated Fund | MDA Accountability Qualified
2 | Treasury Operations MDA Accountability Qualified
3 | Directorate Of Ethics and MDA Accountability Qualified

Integrity
4 | Ministry of Education And MDA Education Qualified
Sports
5| Makerere University MDA Education Qualified
6 | Kyambogo University MDA Education Qualified
7 | Gulu University MDA Education Quialified
8 | Ministry Of Energy And MDA Energy Qualified
Mineral Development
9 | Ministry of Health MDA Health Qualified
10| Arua Regional Referral MDA Health Qualified
Hospital
11| Lira Regional Referral MDA Health Qualified
Hospital
12 | Gulu Regional Referral MDA Health Quialified
Hospital
13| ChinaUganda Friendship MDA Health Quialified
Hospital Naguru
14 | Uganda Cancer Institute MDA Health Quialified
15| Ministry of Information And | MDA ICT Qualified
Communications
Technology




No | Entity Category Sector Opinion

16 | Ministry of Justice and MDA JLOS Qualified
Constitutional Affairs

17 | Ministry of Internal Affairs MDA JLOS Qualified

18 | Uganda Prisons Services MDA JLOS Quialified

19 | Directorate of Public MDA JLOS Qualified
Prosecutions

20| National Citizenship and MDA JLOS Quialified
Immigration Control

21| Office of the Prime Minister | MDA PSM Qualified

22 | Ministry of Public Service MDA PSM Qualified

23| Ministry of Lands, Housing | MDA Lands & Housing Qualified
And Urban Development

24 | Ministry of Local MDA PSM Qualified
Government

25| Ministry of Foreign Affairs MDA Public Sec Admin Quialified

26 | Uganda Embassy, MDA Public Sec Admin Qualified
Khartoum

27 | Ministry of Trade, Industry | MDA Trade & Tourism Quialified
And Cooperatives

28| Ministry of Water And MDA Water & Environmen| Qualfied
Environment

29 | Electoral Commission Commission | Administration Qualified

30| Public Service Commission | Commission | PSM Qualified

31| Local Government Finance | Commission | PSM Qualified
Commission

32| Uganda National Roads SA/SE Works Qualified
Authority

33| Ministry Of Finance, MDA Accountability Unqualified

Planning and Economic

Development




No | Entity Category Sector Opinion

34 | Ministry Of Agriculture, MDA Agriculture Unqualified
Animal Industry And
Fisheries

35| National Agricultural MDA Agriculture Unqualified
Research Organisation
(NARO)

36 | Makerere University MDA Education Unqualified
Business School

37 | Uganda Management MDA Education Unqualified
Institute

38| Mbarara University of MDA Education Unqualified
Science And Technology

39 | Busitema University MDA Education Unqualified

40 | Ministry of Gender Labour | MDA Social Development | Unqualified
and Social Development

41 | Butabika Mental Referral MDA Health Unqualified
Hospital

42 | Mulago Referral Hospital MDA Health Unqualified
Complex

43 | Mbale Regional Referral MDA Health Unqudified
Hospital

44 | Kabale Regional Referral MDA Health Unqualified
Hospital

45 | Mbarara Regional Referral | MDA Health Unqualified
Hospital

46 | Fort Portal Regional MDA Health Unqualified
Referral Hospital

47 | Jinja Regional Referral MDA Health Unqualified

Hospital




No | Entity Category Sector Opinion

48 | Soroti Regional Referral MDA Health Unqualified
Hospital

49 | Masaka Regional Referral | MDA Health Unqualified
Hospital

50 | Mubende Regional Referral | MDA Health Unqualified
Hospital

51| Moroto Regional Referral MDA Health Unqualified
Hospital

52 | Hoima Regional Referral MDA Health Unqualified
Hospital

53| Uganda Blood Transfusion | MDA Health Unqualified
Services

54 | Uganda Heart Institute MDA Health Unqualified

55 | Uganda Police Force MDA JLOS Unqualified

56 | Judiciary Department MDA JLOS Unqualified

57 | East African Community MDA Public Sec Admin Unqualified
Affairs

58 | Uganda Embassy, ABU MDA Public Sec Admin Unqualified
DHABI

59 | Uganda High Commission, | MDA Public Sec Admin Unqualified
Abuja

60 | Uganda, Embassy Addis MDA Public Sec Admin Unqualified
Ababa

61| Ankara Embassy MDA Public Sec Admin Unqualified

62 | Ganda, Embassy Beijing MDA Public Sec Admin Unqualified

63| Uganda Embassy, Berlin MDA Public Sec Admin Unqualified

64 | Uganda Embassy Brussels | MDA Public Sec Admin Unqualified

65| Uganda High Commission, | MDA Public Sec Admin Unqualified

Bujumbura




No | Entity Category Sector Opinion

66 | Uganda Embassy, Cairo MDA Public Sec Admin Unqualified

67 | Uganda High Commission, | MDA Public Sec Admin Unqualified
Canberra

68| Uganda Embassy, MDA Public Sec Admin Unqualified
Copenhagen

69 | Uganda High Commission, | MDA Public Sec Admin Unqualified
Washington

70| Uganda Embassy Tehran MDA Public Sec Admin Unqualified

71| Uganda Embassy Darsalam | MDA Public Sec Admin Unqualified

72| The Permanent Mission Of | MDA Public Sec Admin Unqualified
The Republic Of Uganda To
UN

73| Nations and Other MDA Public Sec Admin Unqualified
International Organizations
In

74 | Uganda Consulate, MDA Public Sec Admin Unqualified
Guangzhou, China

75| Uganda Embassy Juba MDA Public Sec Admin Unqualified

76 | Uganda High Commission, | MDA Public Sec Admin Unqualified
Kigali

77 | Uganda Embassy, Kinshasa | MDA Public Sec Admin Unqualified

78 | Uganda High Commission, | MDA Public Sec Admin Unqualified
London

79| Uganda Embassy, Moscow | MDA Public Sec Admin Unqualified

80| Uganda High Commission, | MDA Public Sec Admin Unqualified
Nairobi

81| Uganda High Commission, | MDA Public Sec Admin Unqualified
New Delhi

82 | Uganda High Commission, | MDA Public Sec Admin Unqualified

Ottawa




No | Entity Category Sector Opinion
83| Uganda Embassy, Paris MDA Public Sec Admi Unqualified
84 | Uganda High Commission, | MDA Public Sec Admin Unqualified
Pretoria
85| Uganda Embassy, Rome MDA Public Sec Admin Unqualified
86 | Uganda Embassy Tokyo MDA Public Sec Admin Unqualified
87 | Uganda Embassy, Tripoli MDA Public Sec Admin Unqualified
88| Ministry of Defence MDA Security Unqualified
89 | Office of the President MDA Security Unqualified
90| State House MDA Security Unqualified
91 | Ministry of Tourism Wildlife | MDA Trade & Tourism Unqualified
And Antiquities
92 | Ministry of Works And MDA Works & Transport | Unqualified
Transport
93| Equal Opportunities SA/SE Accountability Unqualified
Commission
94 | Education Service Commission | Education Unqualified
Commission
95| Uganda Aids Commission | Commission | Health Unqualified
96 | Health Senice Commission | Commission | Health Unqualified
97 | Uganda Human Rights Commission | JLOS Unqualified
Commission
98 | Judicial Service Commission| Commission | JLOS Unqualified
99 | Uganda Law Reform Commission | JLOS Unqualified
Commission
100| Uganda Registration SA /SE JLOS Unqualified
Services Bureau
101 | Uganda Land Commission | Commission | Lands & Housing Unqualified
102 | Parliamentary Commission | Commission | Legislature Unqualified




No | Entity Category Sector Opinion

103 | Parliamentary Pension SA/SE Legislature Unqualified
Scheme

104 | Kampala Capital City SA/SE PSM Unqualified
Authority

105| The Uganda Road Fund SA /SE Works Unqualified

106 | Embassy of Uganda in MDA Public Sec Admin Unqualified
Mogadishu

107 | Uganda Embassy In Riyadh | MDA Public Sec Admin Unqualified

The table and graphs below provide a breakdown of the types of opinions issued: -

Types of Opinions issued since 2010 by numbers and percentage: -
Types of Year ending 30 ™ June
Opinions

2010 | % 2011 % 2012 % | 2013 % 2014 %
Unqualified | 40 40 61 59 47 45 60 58 75 70
Qualified 58 57 41 40 51 47 39 38 32 30
Disclaimer 3 3 1 1 7 7 4 4 0 0
Adverse 0 0 0 0 0 1 0 0 0 0

Figure showing the t  ypes of opinions issued for 2013/2014 -

Types of Audit Opinions Issued
(2013/2014)

0% 0%
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Figure showing Trends of Type s of Opinions Issued since 30 ™ June 2010: -
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During the period under review, | undertook two special Audits of; Kyambogo University
and Uganda Government Payroll, which were completed and the highlights of the se

reports have been included in this Volume.

1.2 KEY FINDINGS CENTRAL GOVERNMENT ONE

CENTRAL GOVERNMENT ISSUES

Government has undertaken various PFM reforms which have led to
improve ments in public financial management notably the management

of the payroll and the Treasury Single Account among others. However,
Government continues to have challenges which require attention. The

key findings below indicate selected areas of concern w hich require

Government intervention.

1.2.1 Contingency Provisions for court awards

During the year, contingent liabilities in respect of cases before court
under the Ministry of Justice and Constitutional Affairs rose from
UGX.2.2 trillion in the previo  us year to UGX.4.3 triflion during the year
under review implying an increase of 95%. Besides, the Accounting
Officers explained that the provision excludes those that intend to sue
Government. This situation is untenable and likely to create an
additional  burden on the public resources. There is need for Government

to examine the issue further with a view to establishing the likely causes

in order to facilitate Government to arrive at a sustainable solution.

1.2.2 Court Awards and Compensations
Unsettled  Court awards and compensations have continued o

accumulate over the years rising from 54 bn in 2012 to 164bn in July
2013 and 442Bn in 2014  and yet Government does not seem to have
adequate budget provision for these obligations. For the period 2012 to

201 4 only UGX.13bn was budgeted for. The consequence of this state of

affairs has led to interest payments for non -settlement amounting to

1C



1.2 3

1.2 4.

125

UGX.60bn. The Accounting Officer attributes this to Inadequate
provision of funds to clear the arrears. | advised manag ement to
continue liaising with Parliament and Ministry of Finance, Planning and
Economic Development to ensure that these accumulated arrears of

compensation are cleared.

Irrequilar Payments i Loss, Likely loss and Nugatory Expenditure

A review of payment certificates revealed irregularities related to
payments for works not executed, payments for defective works and
payments that could have been avoided with better procurement
planning and contract management. The likely losses will crystallize int
losses unless management takes measures to have them recovered. The
irregular  payments noted for the projects were likely losses
(UGX.45,315,967,993, USD.1,848,205 and Euro.68,558), losses (
UGX.300,279,163 and Euro.66,698) and nugatory expenditure
(UGX.2,464,934,174 and USD.3,663,761).

Under absorption of Government Funds

Projects failed to absorb funds totaling to UGX.217,393,823,773 and
Government entities returned unspent balances of UGX.9,412,704, 745
to the Consolidated Fund indicating part /al service delivery. Most

affected service delivery areas were road constructions, agro
processing, household income improvement, health and education
services. The low absorption capacity was attributed to inefficiencies in

the  management  of  procurements , delayed  accountability,
incompetence by contractors, inadequate planning among others. In the

circumstances, service delivery is undermined.

| advised management to review the causes and develop strategies to

ensure timely implementation of profects and programs.

Pension liabilities
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Outstanding Pension liabilities under the Ministry of Public Service
increased by UGX.81,245,706,749 (326.2%) during the year under
revi ew. This s an i[ndication that the minis
pension arre ars is significantly high, which might not be sustained by

Government.

Further, it was noted that a total of 19,135 pensioners who had attained

the maxi mum pens/ionabl e period of 15 years w
payroll and earning monthly pension ye t they had not furnished the

ministry with life certificates. As such, a total of UGX.12,727,686,849

paid in respect of their monthly pensions during the year under review

could not be supported in the absence of life certificates.

1.2.6 Comprehensive pa _yroll verification

On the request of Accounting Officers, a fotal of 15,021 records were
deleted from the payroll for various reasons which included: death,
retirement and/or abscondment. Government incurred a total of
UGX.39,183,937,122 on these employees in respect of the wage bill
from July, 2013 up to the respective periods the individual employees

were deleted from the payroll in the FY 2013/14 alone.

It was also noted that, as a result of the mandatory validation and
biometric data capture exercise for government employees, a total of
8,689 employees have not been accounted for by 130 entities/votes,
although they remain on the government payroll. These employees are
being paid a monthly total of UGX.4,563,318,131 which translates into
UGX.54,759,817 ,572 per annum. There is need for Government to make

a follow up on the matter to ensure the affected employees are verified

or deleted.

1.2.7 Congested Prisons
Uganda Prisons Services has experienced an |

population since the mer  ger and takeover of 174 Local Administrations
12



Prisons in 2006, from a dally average of 19,179 prisoners in 2006 to
41,516 by June 2014. According to management, the availlable capacity

/s only 16,040 prisoners. As a consequence, some of the prisons had
cap acities of over 500%. With the current prisoner numbers, there has

been a strain on the facilities, staff and food. The Accounting Officer
attributes this to failure to match the growing prisoner population to the
facilities.  These facilities have not be en Increased to match the
numbers. There (s need for government to look into the matter with a

view to providing additional resources to support the Uganda Prisons.

1.2.8 [nadequate Facilitation of Government Analyvtical Labs
The Directorate of Government Analytical Laboratories /s mandated to

provide scientific advisory and analytical services to government
departments responsible for administration of Justice and the general

public. However, the directorate is inadequately facilitated as evidenced

with in adequate infrastructure, limited funding and under staffing. As

such, the department was only able to respond to 52.5% of court
sermons and resolved 35% of the cases received. Not only does the
government stand to lose cases as a result but also the inade quacies
delay timely justice. There is need to facilitate the government facility

with adequate resources.

1.2.9 Settlement of _Electricity __Bills

Government entered into an agreement with UMEME in which the latter

was required to offset Government bills that remained outstanding for a
period of more than 60 days. Total Government debt as at 31 st January
2013 amounts to  UGX.62.7bn. | noted that there are no regular
reconciliations on the escrow account taking into account moneys that

MDAs have paid. The Accounting Officers attributed this to lack of
information regarding payments from the Escrow Account to enable

them undertake the reconciliations. There is need for Government to

undertake reconciliation to avoid any eventual over payments.

13



1.2.10 Land Matters
As reported in my previous year audit findings, land matters have again
remained an issue featuring in my current year audit report. A number
of Instances have been noted where Government entities have

continued to lose out on land to encroachers

This is notably seen with NARO, Ministry of Agriculture and Fisherie S
Uganda Police and Universities. The challenge these entities are facing

result from inadequate resources to have their land surveyed, titled and

secured. Further, | noted that the Uganda Land Commission which is
mandated to hold Government Land in trust does not have an updated
register of all the land it holds in trust for Government. There is a need

to address land issues in Government Institutions.

1.2.11 Redundant Teachers SACCO Fund

During the year, the Government offered to contribute UGX.25bn to the
teachersé SACCO fund over a five year peri
enabling teachers access affordable credit financing. UGX.4,317,423,564

was released to Micro Finance Support Centre during the year under

review. The funds have not been accessed by th e intended beneficiary

teachers because the fund management had become a source of confiict

between UNATU and the Ministry. Unless the disagreement surrounding

the fund management is resolved, the intended objective will not be

achieved.

1212 Non - Rete ntion of NTR by UCIC

According fo section 3 of the Uganda Citizenship and Immigration

Control Act, NTR collected by the entity should be retained and treated

as appropriation in Aid. To the contrary, UGX.68,778,391,313 collected

in respect was automatical  ly remitted to the Consolidated Fund contrary

to the UCIC Act. It is noted that due to inadequate funding the entity

has not been able to operate as envisaged. Due to these inadequacies,

the processing of passports takes on average 30 days as opposed to an
14
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ideal time of 8 days. Further, it was observed that one officer handles
80 passport applications per day instead of 50 applications in an ideal

Situation.

Management  attributed this o Inadequate staffing, /lack of
interconnectivity passport issuing sy stem and infrastructure. There /s

need for Government to consider additional resources for the entity.

Delayed Contracts
It was observed that a number of Government contracts/profects for a

total of UGX.39,642,990,522, Us$.1,930,524 and Euros. 512, 288 that had
been ongoing or were started during the financial year lagged behind
schedule or demonstrated signs of failure. It was also noted that a
number of these contracts/projects had exceeded their completion

dates while others had been abandoned. Th ese delays ranged between
three months and three years. The delays in contract execution were
attributed to insufficient funding and inadequate supervision of contract
implementation by the responsible entities. This may have resulted into

losses to Govern ment and failure to achieve the intended objectives of

the procurements/contracts.

There s need for closer supervision of these projects to ensure timely

service delivery.

Payables/domestic arrears

The total value of payables/domestic arrears in creased by UGX.138.166
billion (approximately 12%) from UGX.1.127 triflion in the financial year
2012/2013 to UGX.1.265 trillion in the year 2013/2014. The trend

shows a steadly increase in the payables figures, which indicates that the

current approaches t o0 address the problem are not effectively working.

The debt figure may become unmanageable as it appears to be spira lling

out of control.
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There is need to revisit the current approaches of arrears management

with a view to reducing the growth in domestic arrears.

Mining/Exploration Licences

Section 105 of the Mining act 203 provides for payment of any royalty
assessed to be settled within 30 days. It was observed that 174
companies whose licences had expired defaulted on arrears of royalties

amou nting to UGX.850,240,000. Further, 17 licence holders had not
provided the required records and audited financial statements to the
Ministry of Energy. There was no follow up by management on
defaulters for purposes of compliance. There is need for the M inistry to

closely follow up licence holders to avoid losses to government.

Audit of Kyambogo University

A special audit was undertaken for the University and it was noted
among other findings that a total of 10,486 students were admitted by

Kyamb ogo University without making applications. This was found to be
irregular.  The University needs to strengthen controls relating to

administration of students to the University.

GENERAL FINDINGS

DELAYED CONTRACTS

It was observed that a number of Government contracts/projects for a total of
UGX 39,642,990,522, Us$.1,930,524 and Euros 512,288 that had been ongoing or
were started during the financial year lagged behind schedule or demonstrated
signs of failure. It was noted that a number o f these contracts/projects had
exceeded their completion dates while others had been abandoned. The delays
were between 3 months and 3 years. The delays in contract execution were

attributed to insufficient funding and inadequate supervision of contract

16



implementation by the responsible entities. This may have resulted into losses to

Government and failure to achieve the intended objectives of the
procurements/contracts. Table 1 below refers.
Table 1 Delayed contracts
Entity Contract (UGX) USD $s Euros Time
delayed
Justice Law Construction of the Law 3,977,880,902 0 over 15
and Order Development Centre months
Sector Auditorium
projects Construction works of 436,445,468 0 Over
regional laboratory in 6years
Gulu
Construction Regional 535,191,985 0 Over 3
Laboratory in Mbarara years
Procurement of Liquid 0 786,595 Over
Chromatography Tandem 9months
Mass Spectrometer
(LCTMS)
Construction of Makindye 910,209,442 0 Over 2
Family Court and %2
years
Uganda Construdtion of Nateete 2,358,000,000 0 Over
Police divisional headquarters 3years
Force Construction of Buliisa 450,000,000 0 Over 1
Police station year
Construction of 4 4,324,964,501 0 Over
storeyed classroom block 3years
,Kabalye Police Training
School
Uganda Construction of a twin 618,909,737 0 6months
Prisons ward at Ruimi Prisons
Services Farm
construction of a cotton 149,982,339 0 Delayed
store at Mubuku prison 2months
farm even after
the
extension
date of
January
2015
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Entity Contract (UGX) USD $s Euros Time
delayed
Communit y | construct Agro Processing 227,594,063 0 0 | Delayed
Agriculture facilities in the three sub- by over
Infrastruct counties of; Nagongera (2 3years
ure rice hullers), Merikit (2 and the
Improveme rice hullers) and project
nt Prog.| Nabuyoga (1 maize mill closed in
and 2 rice hullers) all in December
Tororo District 2014.
CAIIP Community access road 428,915,399 0 0 | The works
Prog.ll under Batch B Agwata were
Atidi-Kachung road in abandone
Agwata Sub County in d after
Dokolo District 12months
delay
Ministry Of | Renovation of Ministry's 144,214,834 0 0 | Over
Agriculture, premises in Entebbe lyear
Animal
Industry
And
Fisheries
supply of tractors 0 0
34,336
ATAAS delivery of project 0 0 | Overl
(Grant) EU, vehicles 1,109,593 and %
WB and years
Danida
Uganda Construction of new 21,324,058,054 0| Over1l
Manageme classroom block and 0 and %2
nt Institute office block. years
Rehabilitation of hostel 2,543,323,798 0 0 | Over 1
and %2
years
Ministry of Consultancy Services for 1,213,300,000 0 0 | Over
Water And Feasibility Studies, 3months
Environme Detailed Designs and
nt Construction Supervision

of Water Supply Systems
Under Lot3: for
Namulonge-Kiwenda-
Busiika and Kiwoko,
Butalanga and
Rehabilitation of Katuugo
and Improvement of
Kakooge and Migeera
Water Supply Systems
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Entity

Contract

(UGX)

USD $s

Time
delayed

Euros

Consultancy Services for
Feasibility Studies and
Detailed Designs Under
Lot2: for Busaana
Kayunga,KabembeKalagk
Naggalama and Kakunyu
Kiyindi and Construction
Supervision for
Rehabilitation of Buvuma

512,288 | Over

3months

TOTAL

39,642,990,522

1,930,524

512,288

1.3.2 Mischarged Expenditure

Expenditures from various entities totalling to UGX 51,728,901,102 were charged

on items which do not reflect the nature of the expenditure. S uch a practice

impacts on the credibility of the financial statements, since the figures reported

therein do not reflect true amounts expended on the affected expenditure items. |

however noted an improvement over the last three years where mischarged
expenditures have been reducing from UGX256,976,089,113 in the FY 2011/2012
to UGX97,896,448,777 in 2012/2013 and UGX 51,728,901,102 in 2013/2014.

Over the three years, the mischarges have reduced by 88%. There is still need for

accounting officers to enforce strict adherence to the provisions regarding

reallocation of funds. Table 2 and 3 below refers.

Table 2 Mischarged Expenditure

From 2011/12

2011/2012 2012/2013 2013/2014
Mischarged Expenditures 256,976,089,113 97,896,448,777 51,728,901,102
Percentages Reduction 0% 62 % 86 %
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Mischarged Expenditure for the last three
Financial years
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Table 3 Mischarged Expenditures

Entity

Amount Mischarged ¥
UGX

Accountability Sector

Ministry Of Finance, Planning and Economic Development

2,208,201,055

Department Of Ethics and Integrity 275,372,736
Works and Transport Sector

Ministry of Works And Transport 48,153,093
Uganda National Roads Authority 3,501,412,812
Ministry of Justice and Constitutional Affairs 615,047,805
Ministry of Internal Affairs 421,104,192
Uganda Police Force 132,090,477
Uganda Prisons Services 637,537,384
JLOS SECTOR

Judiciary Department 423,909,500
Judicial Service Commission 86,527,567
Uganda Law Reform Commission 77,415,412
DPP 454,431,122
Uganda Registration Services Bureau- Operations 239,197,478

National Citizenship And Immigration Control

5,906,786,217

Public Sector Management

Ministry of Local Government

2,497,433,465

Office of the Prime Minister

5,564,282,629
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Entity

Amount Mischarged 1
UGX

Ministry of Public Service

1,721,329,414

Public Service Commission 512,592,443
Local Government Finance Commission 241,919,355
Ministry of Gender, Labour and Social Development 66,982,475
Expanding Social Protection (2013) 11,976,000
Agriculture Sector

National Agricultural Research Organisation (NARO) 206,704,980

Ener gy Sector

Ministry of Energy And Mineral Development

3,038,506,327

Land Sector

Ministry of Lands, Housing And Urban Development 543,519,621
Ministry of Trade, Industry And Cooperatives 592,962,823
Ministry of Tourism Wildlife And Antiquities 115,112,418

WATER SECTOR

Ministry of Water and Environment

1,545,058,115

NEMA 942,053,402
MISSIONS
Uganda Embassy Brussels 150,514,718

HEALTH SECTOR

Ministry of Health

2,644,401,389

Uganda Blood Transfusion Services 27,880,704
Uganda Cancer Institute 656,275,672
Butabika Hospital 74,863,427

Mulago Hospital Complex

1,756,710,500

Education Sector

Ministry of Education and Sports

11,841,989,175

Makerere University

969,917,237

Kyambogo University

978,727,963

Total

51,728,901,102

1.3.3 UNACCOUNTED FOR FUNDS

A total of UGX85,785,457,670, US$530,861, EURO.37,327 inform of advances to

staff, payments to service providers, cash withdrawals, imprest, remittances to

Districts, borrowings for carrying out activities in various entities remained un -

accounted for by the time of audit contrary to the Public Finance and Accounting

Regulations. Table 4 below refers.Delays in accounting for funds may encourage
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falsification of documents. | advised management to adhere to the provisions in

the Public Finance and Accountability Regulations.

Table 4 Unaccounted for Funds

Entity UGX uUSs$ EURO
Ministry Of Finance, Planning 1,619,879,097
and Economic Development

Strengthening Evidence Based 74,903,000
Decision Making Il -MOFPED

Tran sport Sector Development 23,632,667
Project SDR 120,000,000

Judicial Service Commission 95,350,296
Uganda Law Reform 63,000,000
Commission

Ministry of Local Government 137,542,000
District lively h  ood support 183,219,506
Programme

Northern Uganda Social Action 58,826,655,271
Fund

Uganda Good Governance 109,402,538
(UGOGO) Programme

Public Service Commission 21,760,585
Kampala Capital City Authorit y 74,547,100
Parliamentary Commission 27,401,000
NAADS secretariat 8,460,120,471
Ministry Of Energy And Mineral 122,889,501
Development

Energy for Rural 455,000

Transformation Il Project |
Private Sector Fou ndation
Uganda (PSFU) Component

Ministry of Gender, Labour and 25,000,000
Social Development

Ministry of Health 121,360,800
East African Public Health 31,377,000

Laboratories Networking
Project (EAPHLNP)

Uganda Health Systems 27,007,487
Strengthening Project (UHSSP)

Uganda Global Fund to Fight 518,614
Aids, Tuberculosis and
Malaria Project - MALARIA
COMPONENT ROUND 7

Arua Regional Referral Hospital 359,130,640
Mbale Regional Referral 23,526,000
Hospital

Lira Regional Referral Hospital 106,394,580
Gulu Regional Referral Hospital 219,224,118
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Entity

UGX

uSss$

EURO

Mbarara Regional Referral
Hospital

10,164,220

Soroti R egional Referral
Hospital

23,466,678

Hoima Regional Referral
Hospital

12,520,753

China -Uganda Friendship
Hospital Naguru

1,500,129,768

Ministry of Education And
Sports

873,759,757

Ministry of Publi ¢ service

302,018,445

Ministry of Education and
Sports Universal Post Primary
Education and Training
(UPPET) Project

10,008,317,486

Makerere University

308,857,850

Economic Policy Research
Centre (EPRC)

62,020,000

Norwegian Programme for
Capacity Development in
Higher Education and Research
for Development (NORHED)
Funded Projects

12,247

Adaptation of small scale biogas
digesters for use in rural
households in sub -

Saharan Africa Project

137,327

Mbarara University of Science
And Technology

17,407,000

Kyambogo University

588,454,804

Gulu University

728,758,584

Ministry of Water And
Environment

202,890,333

Lake Victoria Environmental
Management Project Phase I
(LVEMP 1)

30,758,200

Water and Sanitation
Development Facility
(WSDF-E)

- East

19,417,500

Ministry of Trade, Industry And
Cooperatives

215,110,206

Uganda High Commission,
Bujumbu ra

13,748,041

Uganda Embassy, Cairo

52,625,621

Uganda Embassy, Kinshasa

61,253,767

85,785,457,670

530,861

137,327
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1.3.4 _Un-Accounted for Taxes

During the year under review, seven MDAs did not account for taxes amounting to
UGX2,524,676,637 contrary to the requirements of the Income Tax Act 1997 (as
amended). These un-accounted for taxes included UGX1,965,825,158 relating to
un-remitted tax deductions from payments made to suppliers and
UGX558,851,479 un-deducted tax from eligible payments. Table 5 and 6 refer.
The failure to deduct and remit taxes directly impacts on collections by the
Uganda Revenue Authority. | advised Accounting Officers to comply with the tax
law.

Table 5 U n-remitted taxes

Entity Amount

Health Service Commission 17,945,553
Mulago Referral Hospital Complex 1,867,853,563
Makerere University 43,131,990
Busitema University 36,894,052
Total 1,965,825,158

Table 6 Un-Deducted taxes

Entity Amount

Local Government Finance 72,542,866
Commission

Lira Regional Referral Hospital 29,094,551
Makerere University 457,214,062
Total 558,851,479
Grand Total 2,524,676,637

1.3.5 Outstanding Commitments

It was noted that a number of government entities have continued to enter into
commitments beyond the available funds. This is contrary to the commitment
control system which requires the accounting officer to commit Government within
the provided funds. The total amount of domestic arrears has continued to
increase over the years to UGX.1.274 trillion, as illustrated in the table 7 and

graph below:-
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Table 7 : domestic arrears for the last three years

Details Amounts (UGX)

2011/2012 2012/2013 2013/14
Domestic 763,186,161,377 1,127,241,181,530 1,274,539,269,438
arrears

Graph 1: showing the increase in domestic arrears

Domestic Arrears for the last three Financial
years
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| have advised that Treasury needs to come up with a strategy on how it intends

to address the problem of the increasing domestic arrears.

Table Domestic arrears details

Ministry/Department Amount

Office of the President 11,182,915,772
State House 529,849,725
Office of the Prime Minister 28,666,752

Ministry of Defence

81,928,017,200

Ministry of Public Service

1,187,512,043

Ministry of Foreign Affairs

32,395,526,489

Ministry of Justice and Constitutional Affairs

442,173,233,469

Ministry of Finance, Planning and Economic

74,273,703,301

Ministry of Internal Affairs

1,347,504,072
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Ministry/Department Amount
Ministry of Agriculture, Animal Industry and 13,412,965
Fisheries

Ministry of Local Government 26,491,610

Ministry of Lands, and Environment

9,786,954,419

Ministry of Education and Sports

1,608,017,001

Ministry of Health

10,815,916,944

Ministry of Trade, Industry and Cooperatives

4,373,220,288

Ministry of Works, Housing and Communication

137,149,140

Ministry of Energy and Minerals

11,369,575,619

Ministry of Gender, Labour and Social Development

4,773,792,282

Ministry of Water & Environment

3,002,380,703

Ministry of Communication & ICT

1,251,589,543

Ministry of East African Affairs

3,104,636,201

Judiciary 7,884,204,435
Electoral Commission 8,139,451,273
Inspectorate of Government 66,789,517
Law Reform Commission 486,899,069
Uganda Human Rights Commission 10,398,832
Uganda Aids Commission 231,162,155
Uganda Industrial Research Institution 10,495,093
Directorate of Ethics & Integrity 269,736,264
Uganda National Roads Authority 376,619,216,212
Uganda Heart In  stitute 405,417,044
Uganda Tourism Board 252,420
Uganda Road Fund 113,721,073

UGANDA REGISTRATION SERVICES BURREAU

14,894,636,149

NATIONAL CITIZENSHIP & IMM CTRL

39,750,123,409

KCCA

9,806,247,065

EQUAL OPPORTUNITIES COMMISSION 2,948,596
Accountant Generals office 49,732,652
Education Service Commission 18,489,607
Directorate of Public Prosecutions 898,836,756
Health Service Commission 75,489,633
National Agricultural Research Organisation 743,038,883

Uganda Police

46,702,959,156

Uganda Prisons

46,597,708,858

Public Service Commission 73,540,596
Local Government Finance Commission 17,525,048
National Environment Management Institute 446,656
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Ministry/Department Amount
Uganda Blood Transfusion Service 35,195,800
NAADS 450,484,312
UNBS 514,191
Uganda Lands Commission 7,163,296,958
ESO 3,072,785,870
Mulago Hospital Complex 8,901,380,582
Butabika Hospital 2,689,244
Arua Hospital 42,038,550
Gulu Hospital 1,478,683,569
Hoima Hospital 24,198,822
Jinja Hospital 821,384,282
Kabale Hospit al 13,329,254
Masaka Hospital 88,937,450
Mbale Hospital 266,412,236
Soroti Hospital 164,195,808
Lira Hospital 3,144,629
Mbarara Regional Hospital 979,056,740
Naguru Referral hospital 15,440,299
Uganda Mission , New York 372,744,046
Uganda H igh Commission in the United Kingdom 22,343,922

‘ Uganda High Commission in India 136,735,355 ‘
Uganda High Commission in Egypt 156,458,196

‘ Uganda High Commission in Kenya 41,344,046 ‘
Uganda High Commission in Nigeria 1,963,510

‘ Uganda High Commissi on in South Africa 34,456,347 ‘
Uganda Embassy in the United States 35,737,665

‘ Uganda Embassy in Ethiopia 437,876,327 ‘
Uganda Embassy in China 398,313,217

‘ Uganda Embassy in Rwanda 1,035,112 ‘
Uganda Embassy in Belgium 37,729,811

‘ Uganda Embassy in Italy 7,367,626 ‘
Uganda Embassy in DRC 131,225,090

‘ Uganda Embassy in France 1,441,784 ‘
Uganda Embassy in Russia 8,599,658

‘ Uganda Embassy in Australia 11,197,141 ‘

GRAND TOTAL

1,274,539,269,438
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1.3.6 Budget performance
Budge t shortfall

I noted that sixteen MDAs budgeted to receive UGX1,945,157,932,133, out of
which UGX750,336,029,473 was received translating into a 39% out -turn for the
financial year. This left a funding gap of UGX1,194,926,969,786 (61%). Details
are in the table 8 below: Failure to release the budgeted funds to the MDAs
affected implementation of the planned activities which affects fulfilment of their

mandates in the long run. | advised Accounting Officers to take up this matter
with the relevant authorit ies to ensure all the budgeted funds are released so as to

accomplish planned activities.

Table 8 Budget shortfall

Entity Budget Received ( UGX) Shortfall ( UGX) %age of
(UGX) shortfall

Department of 5,404,295,598 5,219,309,500 184,986,098 3.4
Ethics and integrity

Ministry of Internal 10,916,219,910 10,734,020,200 182,199,710 1.6
Affairs

National Agriculture 41,867,739,709 35,027,197,017 6,840,542,692 16.3
Research
Organization

Statements of 9,737,388,600 3,136,178,649 6,601,209,951 67.7
Quality

Infrastructure and
Standards
Programme (QUISP)

Vegetable Oll 35,215,199,674 22,737,879,128 12,477,320,546 35.4
Development
Project (VODP),
Phase I

Inspectorate Of 34,209,254,859 34,128,691,768 80,563,091 0.23
Government - IGG

Ministry of Lands, 17,277,762,153 15,256,559,842 2,021,202,311 11.7
Housing and Ur ban
Development

Ministry of Energy 1,305,566,104,201 189,656,857,225 1,115,909,246,976 85
And Mineral
Development

President ds 73,619,648,221 73,561,071,202 58,577,019 0.079

Ministry of Tourism, 13,612,395,000 12,309,697,806 1,302,697,194 9.5
Wildlife and
Antiguities

Uganda Export 5,916,691,307 1,459,163,507 4,457,527,800 73.3
Promotions Board

China -Uganda 9,548,296,000 7,187,921,785 2,360,374,215 24.7
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Entity

Budget
(UGX)

Received ( UGX)

Shortfall ( UGX)

%age of
shortfall

Friendship Hospital,
Naguru

Ministry of Just ice
and Constitutional
Affairs

60,643,372,903

57,225,590,343

3,417,782,560

5.6

Ministry of Work
and Transport

119,061,202,859

91,677,910,743

27,383,292,116

23

Ministry Of
Education And
Sports

197,562,361,139

186,558,729,377

11,003,631,762

Ministry Of
Education And
Sports - Muni
University

5,000,000,000

4,459,251,381

540,748,619

10.4

Totals.

1,945,157,932,133

750,336,029,473

1,194,821,902,660

1.3.7

Under absorption of Government Funds

Government entities returned unspent balances of UGX9,412,704,745 to the

consolidated Fund and Projects failed to absorb funds totalling to
UGX217,393,823,773 indicating partial service delivery. Most affected service
delivery areas were road constructions, agro processing, household income
improvement, and health and education services. The low absorption was
attributed to inefficiencies in the management of procurements, delayed
accountability, incompetence by contractors, poor planning among others. In the

circumstances, service delivery is undermined.

I advised management to review the causes and develop strategies to ensure

these Projects/Programmes are implemented timely. The table 9 below refers

Table 9: U nder absorption of Government Funds

Entity Amount ( UGX)

Ministry Of Finance, Planning and Economic D evelopment 4,279,076,501
SIDA support to Competitiveness Investment climate project 46,176,200
Rural Financial Services Project 25,871,247
FINMAP 9,245,168,202
DFID/DANIDA Support IGG 397,123,848
Directorate  Of Ethics and Integrity 16,141,555
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Entity

Amount ( UGX)

Justice Law and Order Sector

31,311,690,369

Ministry of Justice and Constitutional Affairs 626,612,306
Judicial Service Commission 11,686,514
Ministry of Local Government 206,455,619
CAIIP Prog. Il 49,863,220,272
CAIIP Prog. IlI 42,765,790,733

Market and Agriculture Trade Improvement project

20,900,695,536

District lively hood support programme

661,108,818

Office of the Prime Ministe r

1,598,871,722

Ministry of Public Service

1,019,906,494

PUBLI SECTOR REFORM PROGRAMME 262,479,735
Public Service Commission 22,834,248
Parliamentary Commission 283,243,030
State House 166,980,339
Ministry Of Agriculture, Animal Industry And Fisheries 83,070,501
NAADS secretariat 374,488,912

Vegetable Oil Development Project 2

6,240,584,580

East African Agricultural Productivity program (EAAPP)

9,426,703,017

ATAAS (Grant) EU, WB and Danida

26,287,401,192

Electricity Sector Development Project (ESDP) 758,679,600
Ministry of Health 112,014,076
Global Fund HSS 1,106,657,333
Global Fund Malaria Round 4 119,652,304
Uganda Blood Transfusio n Services 503,763
Health Service Commission 45,460,306
Butabika Mental Referral Hospital 323,725,696
Uganda Cancer Institute 13,001,287
Uganda Heart Institute 1,621,796
Mbale Reg ional Referral Hospital 2,737,071
Fort Portal Regional Referral Hospital 124,615,088
Education Service Commission 47,607,960

Lake Victoria Environmental Management -Project Phase I 3,533,295,929
District Commerc ial Officers Services Support Project 3,804,561,600
TRACE 101,446,800
Ministry of Lands, Housing And Urban Development 50,123,067
Leveraging Municipal Infrastructure Improvement 315,127,600
Investments( LMIII) Project

Transforming Settlements of the Urban Poor in Uganda 433,195,201
(TSUPU)

Uganda Land Commission 995,000
Ministry of Information And Communications Technology 60,509,764
Ministry of Foreign Affairs 65,593,054
East African Community Affairs 11,425,154
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Entity Amount ( UGX)

National council of Children 124,449,360
Ministry of Tourism, Wildlife and Antiquities 20,929,857
Uganda High Commission, Washington 10,248,222
Uganda Con sulate, Guangzhou, China 66,487,046
Uganda Embassy, Tripoli 15,778,349
TOTAL 217,393,823,773

1.3.8 WASTEFUL/NUGATORY EXPENDITURE

Good practice requires Accounting officers to reduce cases of apparent waste,

extravagant administration or failure to achieve value for money due to

management ds l axity

t he conduct of

expenditure to the tune of UGX7,478,849,806.and USD 3,663,761 These arose as

a result of interest on late pay ments, parking fees for grounded vehicles, delayed

handover of sites, court settlements among others. Table 10 below refers. This

affected the Iimplementation of actiwviti

delivery.

| advised management to adhere to the contract arrangements with a view of

avoiding such expenses.

Table 10 Wasteful/Nugatory Expenditure

Entity Amount ( UGX) | USD

Ministry of Works And Transport 726,882,420

Uganda National Roads Authority 2,464,934,174 3,663,761
Minis try of Health 2,143,173,980

Uganda Aids Commission 12,766,000

Uganda Cancer Institute 448,408,158

China -Uganda Friendship Hospital, Naguru 8,054,900

Ministry of Water And Environment 1,120,908,971

Uganda Embassy, ABU DHABI 2,048,822

Ministry of Local Government 404,788,822

Mbale Regional Referral Hospital 146,883,559

TOTAL 7,478,849,806 3,663,761
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1.3.9 ADVANCES TO STAFF PERSONAL ACCOUNTS:

A number of accounting officers advanced a total sum of UGX12,014,225,502 to
their staff, through their individual personal accounts. Table 11 below refers. |
noted a reduction of 26% as compared to the previous year amount of
UGX16,284,144,090. Although there has been an improvement/decline in
absolute terms, | advised the accounting officers to avoid the practice as it is
contrary to regulations, highly risky and exposes government funds to loss since
accounting officers have no conManageémenover i nd

was advised to adhere to the regulations.

Table 11 Advances to Staff Personal Accounts

Entity Amount
Directorate Of Public Prosecutions 68,730,000
Office of the Prime Minister 3,607,259,014
Local Government Finance Commission 241,922,320
Parliamentary Commission 3,429,105,022
Ministry of Health 15,644,667
Ministry of Local Government 4,623,642,146
Uganda Health Systems Strengthening Project (UHSSP) 10,515,333
Mbarara University of Science And Technology 17,407,000
TOTAL 12,014,225,502

1.3.10 UN-AUTHORISED/EXCESS EXPENDITURE

An analysis of budget estimates and the actual expenditure of ministries,
departments and agencies revealed unauthorized/excess expenditure to the tune
of UGX 24,946,031,342 mostly by foreign missions, universities and the energy
fund contrary to Section 17 and section 9 (5) of the PFAA, 2003. Table 12 below
refers. There was no authority in form of approved re -allocation or Virement
warrants obtained to incur over expenditure. Management was advised to adhere

to the relevant s ections of the law.

Table 12 Un-Authorised/Excess Expenditure

Entity Amount

Energy Fund 10,432,195,553
Makerere University 4,037,303,551
Makerere University Business School 1,936,187,681
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Entity Amount

Mbarara University of Science And Technology 713,736,286
Kyambogo University 5,135,749,119
National Youth Council 51,750,000
Uganda, Embassy Addis Ababa 142,915,235
Uganda Embassy Brussels 390,437,807
Uganda High Commission, Canberra 41,160,736
Uganda Embassy Juba 1,282,122,285
Uganda High Com mission, London 461,037,361
Uganda Embassy New York 321,435,728

TOTAL

24,946,031,342

| noted that a

UGX7,404,413,312 and US$34,336 that

number of

1.3.11 |IRREGULARITIES IN PROCUREMENTS

entities conducted

procurements  worth

violated the provisions of the

procurement law and its regulations. Table 13 below refers. The violations were

mainly in form of delays, un-planned procurements, use of non-prequalified

suppliers, un-accomplished procurements, un-authorised direct procurements,

non-delivery of four tractors and insufficient procurement records.

| advised Accounting Officer to always adhere to the provisions of the

procurement laws and regulations.

Table 13 Procurement _Irreqularity
Entity Procurement Amount
Irregularity
Ministry of Works And 1 Delays in the procurement evaluation process Nil
Transport
Ministry of Local 1  Pre-qualified framework contracts Nil
Government
Ministry of Gender, 1 Non-Disposal of Obsolete Assets Nil
Labour and Social
Development
Office of the Presi dent | § Procurements not in the entity’s procurement 64,037,000
plan

Ministry Of Trade, 1 Unimplemented activities in the procurement 1,866,080,000
Industry And plan
Cooperatives 1  Un supported procurement

45,900,000
Ministry Of 1 Un planned procurement 59,659,384
Agriculture, Animal 1 Incomplete renovation works 144,214,834
Indust ry And 1 Delayed Supply of 4 tractors US$.34,336
Fisheries
Butabika Mental 1 Un authorised additional funding above 83,169,990

Referral Hospital

contractual figures
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Entity

Procurement
Irregularity

Amount

Uganda Cancer
| nstitute

1 Irregular Amendment of contract

2,197,609,659

Environment

Mulago Referral 91 Direct Procurements ( Non Use of Prequalified 504,358,000
Hospital Complex Service providers)

1 Irregular Procurements

1  Procurement of Parking Management Services 128,956,377

(unplanned and No records)

Ministry of Education 1 Delayed Procurement Process Nil
And Sports
Makerere University 1 Contract not cleared by the Solicitor General 152,707,104
Business School
Gulu University 9 Direct Procurements 34,444,000
Ministry of Water And 91 Delays in the procurement evaluation process Nil

Ministry of Trade,

1 Unimplemented activities in the procurement

1,866,080,000

Tehran

Industry And plan
Cooperatives 1 Un supported procurement 45,900,000
Ministry of Foreign 1 Failure to submit progress Reports on Waivers Nil
Affairs and Deviations Given by PPDA
Uganda High 1  Non Compliance with the PPDA Act regulations Nil
Commission, Abuja
Uganda Embassy, M Absence of a Procurement Plan Nil
Cairo 1 Absence of Evaluation Committee

1 Botched Renovation of the Official Residence Nil

1 Procurement of Office Laptops ( lack of technical Nil

specification and evaluation report)
1 Redesigning of the Chancery Reception ( lack of
evaluation committee report) Nil

Uganda High 1  Lack of procurement files 62,567,529
Commission, Canberra
Uganda Embassy, 1 Lack of a procurement plan Nil
Copenhagen
Uganda Embassy, 1 Irregular Procurements 116,645,135
Darla salaam
Uganda Embassy, 1 Lack of a list of prequalified suppliers 32,084,300

1.3.12 OQutstanding Receivables UGX. 136.620.085,336

During the review, it was noted that receivables worth UGX 136,620,085,336 had

not been received by the various Ministries, Departments and Agencies and were

therefore still outstanding as at 30™ June 2014 as summarized in table 14 below:

There is a risk that the activities for which these receivables were appropriated

were not carried out and this could have affected the implementation of planned

activities. | explained to the Accounting Officers that there seems to be laxity in

following up of the receivables and ensuring their recovery. | advised management

to expedite the recovery process and have all the receivables recovered.

Table 14 Outstanding Receivables
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ENTITY AMOUNT

Butabika Hospital 41,705,859
CAIIP P rog.lI 672,139,959
CAIIP Prog.lll 599,242,578
F/ Portal Hospital 7,775,000
Inspectorate of Government 62,170,000
Judiciary Department 203,791,671
Masaka Hospital 67,000,000
Mbale Hospital 2,625,000

Ministry of Energy And Mineral Development

3,968,646,755

Ministry of Foreign Affairs

3,343,140,729

Ministry of Health 696,865,456
Ministry of Information and Communications Techno logy 3,452,442
Ministry of Internal Affairs 9,600,417
Ministry of Public Service 18,600,628

Ministry of Water & Environment

7,464,502,592

Ministry of Works & Transport

6,283,365,438

Moroto Regional Hospital 1,000,000
Mubende Regional Hospital 215,408,183
Naguru Hospital 62,039,827
National Citizenship and Immigration 8,628,412,000
National Planning Authority 3,648,966
Public Procurement and Disposal of Assets A uthority 181,348,048
State House 590,200,000
Uganda Blood Transfusion Service 124,356,004
Uganda Embassy in Belgium 82,653,340
Uganda Embassy in Berlin 233,199,891
Uganda Embassy in Burundi 3,966,456
Uganda Embassy in Canberra 13,366,531
Uganda Embassy in China 5,776,157
Uganda Embassy in Denmark 76,729,177
Uganda Embassy in Guangzhou 43,187,644
Uganda Embassy in Japan 274,164
Uganda Embassy in Moscow 46,827,823
Uganda Embassy in Rwanda 116,929,199
Uganda Embassy in Saudi Arabia 3,676,677
Uganda Embassy in The Us 327,593,565
Uganda Embassy in UAE Dubai 420,133,538
Uganda Heart Institute 4,169,069
Uganda High Commission In India 14,203,221
Uganda High Commission In Kenya 44,644,765
Uganda High Commission In South Africa 7,585,007
Uganda Investment Authority 7,415,815,646
Uganda Mission At The Un, New York 646,745,100

Uganda Police

3,759,853,523

Uganda Prisons

2,437,182,189

Kampala Capital City Authority

72,258,023,654

Local Government Finance Commission

52,575,575

Uganda Aids Commission

2,178,305
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ENTITY AMOUNT

Uganda Human Rights Commission 162,418,338
Uganda Land Commission 150,000,000
Uganda National Roads Authority 4,945,982,553
Uganda Registration Services Bureau -Liquidatio 8,177,490,354
Uganda Registration Services Bureau - Operations 2,998,910
Uganda R oad Fund 1,860,291,838
Local Government Finance Commission 52,575,575
TOTAL 136,620,085,336

1.3.13 Staff shortages

Section 15(9) of the Standing Orders, 2010 mandates the Ministry of Public
Service to determine the structure, terms and conditions of service in Government
entities. Good strategic planning also requires an entity to carry out human
resource planning to ensure that an adequate number of qualified staff is in place
to carry out the operational activities of an entity so as to enable her achieve
strategic objectives. A review of the staffing structures of various MDAs however
revealed a number of vacant posts in a number of entities. The Table 15 below
refers: Inadequate staffing affects the timely implementation of the Ministry's
activities. It may adversely impact on the entities in the achievement of its

strategic objectives.

| advised Accounting Officers to make concerted efforts in liaising with all
stakeholders to ensure that vacant posts are filled to enable the Ministry
adequately deliver on its mandate.

Table 15 Staff shortages

Entity Approved Filled Vacant % shortfall
Min of Ethics and 59 46 14 24
Integrity

Min of ICT 93 76 17 18
Min of Internal Affairs 35

Min of Lands 839 343 486 59
Min of Gender Labour 609 276 333 55
and Social Development

Mulago Hospital 1477 1290 187 12
DPP - - 31 -
Judiciary - - 297 -
Min of Tourism 43

Uganda Management 219 182 37 17
Institute.

Makerere University. 2780 1484 1296 46
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Entity Approved Filled Vacant % shortfall
MAAIF: -Department of 21
Crop Protection
Min of Justice and 10
Constitutional Affairs.
Min of Works
1 East African Civil 76 54 22 29
Aviation
Academy. 70 46 25 32
1 Kireka Division of
Material Testing
Arua Regional Referral 354 301 53 15
Hospital
Moroto Regional R  eferral 386 153 233 60
Hospital
Soroti Regional Referral 344 259 85 25
Hospital
Fort Portal Regional 421 310 111 26
Referral Hospital
Hoima Regional Referral 401 209 192 45
Hospital
Jinja Regional Referral 417 364 a7 11
Hospital
Kabale Regional Referr al 350 227 123 35
Hospital
Mbale Regional Referral 2
Hospital (PDU)
Mbarara Regional 620 437 183 30
Referral Hospital
Butabika Hospital 433 346 87 20
Uganda Blood 116 98 16 14
Transfusion Service
Kyambogo University 1550 830 720 46
Judicial Servic e 10
Commission.
Uganda Road Fund 31 22 9 29
Parliamentary 485 403 80 16.5
Commission.
Uganda Aids Commission 84 56 28 33
Health Service 63 51 12 19

Commission
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2.0 REPORT AND OPINION OF THE AUDITOR GENERAL ON THE
GOVERNMENT OF UGANDA CONSOLIDATED FI NANCIAL
STATEMENTS FOR THE YEAR ENDED 30 ™ JUNE, 2014

THE RT. HON. SPEAKER OF PARLIAMENT

| am mandated by Article 163 (3) of the Constitution of the Republic of Uganda, 1995 (as
amended), to audit and report on the public accounts of Uganda and of all pub lic 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.

| have audited the accompanying consolidated financial statements of Government of
Uganda for the year ended 30™ June 2014. These financial statements comprise of the
Statement of Financial Position as at 30" June 2014, Statement of Financial Performance,
Statement of Changes in Equity, Cash flow Statement together with other accompanying

statements, notes and accounting policies.

Management 6s Responsibility for the Financi al St

Under Article 164 of the Constitution of the Republic of Uganda, 1995 (as amended) and
Section 8 of the Public Finance and Accountability Act (PFAA), 2003,the Accounting
Officers are accountable to Parliament for the funds and resources of the Votes/Entities
under their control. The Accountant General is also responsible for the preparation and
fair presentation of Consolidated Financial Statements in accordance with the
requirements of the Financial Reporting Guide, 2008, and for such internal control as
management determines necessary to enable the preparation of financial statements that

are free from material misstatement whether due to fraud or error.

Auditordés Responsibility
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My responsibility as required by Article 163 of the Constitution of the Republic of Uganda,
1995 (as amended) and Sections 13 and 19 of the National Audit Act, 2008 is to express
an opinion on these statements based on my audit. | conducted the audit in accordance
with International Standards of Supreme Audit Institutions (ISSAIs). Those standards
require that | comply with the ethical requirements and plan and pe rform the audit to
obtain reasonable assurance about whether the financial statements are free from

material misstatement.

An audit involves performing audit procedures to obtain audit evidence about the
amounts and disclosures in the financial statements as well as evidence supporting
compliance with relevant laws and regulations. The procedures selected depend on the
Auditorbés judgment, including the assessment of
financial statements whether due to fraud or error. In making those risk assessments, the
Auditor considers internal control s rel evant t
statements in order to design audit procedures that are appropriate in the circumstances
but not for purposes of expressinganopini on on the effectiveness of t
control. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by management, as well as

evaluating the overall presentation of the financial statements.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a

basis for my qualified audit opinion.

Part O06A66 of this report sets out my opinion
forms an integral part of this report presents in detail all the significant audit findings

made during the audit which have been brought to the attention of management.

PART AAO

Basis for Qualified Opinion
1 Un supported budget movement - UGX.264,546.614.00 0

In the Ministerial Policy Statement, management of Treasury Operations requested for
UGX.224billion to cater for external debt principal payments. However, this figure was

revised upwards to UGX.470,546,614,000 in the approved budget estimates. | was not
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provided with the required documentation to provide justification and basis for the
upward revision of UGX.264,546,614,000.

1 Mischarge of Expenditure I UGX.49,972,190,602

A review of the expenditures revealed that various entities charged wrong expenditure

codes to the tune of UGX.49,972,190,602. This practice undermines the budgeting
process and the intentions of the appropriating authority as funds are not fully utilised for

the intended purposes. The practice also leads to financial misreporting.

1 Unaccounted for Advances

A total of UGX.84,323,243,109, advanced to staff to carry out activities in various entities
remained un-accounted for by the time of audit, contrary to the Public Finance and

Accounting Regulations. Delays in accounting for funds may encourage misappropriation.

Qualified Opinion

In my opinion, except for the possible effects of the matters described in the Basis for
Qualified Opinion paragraph, the consolidated financial statements of Government of
Uganda for the year ended 30" June 2014 are prepared, in all material respects, in
accordance with the Financial Reporting Guide, 2008 and section 31(6) of the Public

Finance and Accountability Act, 2003, of the Laws of Uganda.

Emphasis of Matter
Without qualifying my opinion furthe r, attention is drawn to the following additional

matters which are also included in part B of this report and my annual report to

Parliament.

1 Contingent Liabilities - UGX.4,384,339,987,635
As disclosed in in the statement of contingent liabilities, Government contingent liabilities

are reported at UGX.4,384,339,987,635 up from UGX.2,275,442,213,858 the previous
year. The trend appears unsustainable in the event that a significant percentage

crystallizes into liabilities.

1 Classified Expenditure
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As disclosd in note 7, a total of UGX.426,439,648,203 relates to classified expenditure.
In compliance with Regulation 12 of the Public Finance and Accountability (Classified
Expenditure) Regulations 2003, this expenditure was audited separately and a separate

audit report issued.

John F.S. Muwanga
AUDITOR GENERAL

KAMPALA

27" March, 2015

41



PART "B"

DETAILED REPORT OF THE AUDITOR GENERAL ON THE FINANCIAL

STATEMENTS OF THE UGANDA CONSOLIDATED FUND ACCOUNT FOR THE

FINANCIAL YEAR ENDED 30 ™ JUNE 2014

This Section oautlines the detailed audit findings, management responses, and my

recommendations in respect thereof.

2.1

2.2

INTRODUCTION

Article 163 (3) of the Constitution of the Republic of Uganda, 1995 (as amended)
requires me to audit and report on the public accounts of Ug anda and all public
offices including the courts, the central and local government administrations,
universities, and public institutions of the like nature and any public corporation or
other bodies or organizations established by an Act of Parliament. Accordingly, |
carried out the audit of the Government of Uganda Consolidated Financial

Statements to enable me report to Parliament.

BACKGROUND INFORMATION

Under Article 164 of the Constitution of the Republic of Uganda, 1995 (as
amended) and Section 8 of the Public Finance and Accountability Act, 2003, the
Accounting Officers are accountable to Parliament for the funds and resources of
the Votes/Entities under their control. The Accountant General is appointed as the
Accounting Officer and Receiver of Revenue for the Consolidated Fund. He is
responsible for establishing and maintaining a system of Internal Controls
designed to provide reasonable assurance that the transactions recorded are
within the authority and properly record the use of all public fun ds by the
Government of the Republic of Uganda. Accordingly, the Accountant General is
responsible for the preparation and fair presentation of Consolidated Financial
Statements in accordance with the requirements of the Public Finance and

Accountability Act, 2003, and the modified cash basis of accounting.

The accompanying Government of Uganda consolidated financial statements

provide a record of the Governments?©o
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2.3

24

and the financial position of the consolidated fund as at 30" June 2014, in

accordance with the Public Finance and Accountability Act, 2003.

AUDIT SCOPE

The audit was carried out in accordance with International Standards of Supreme
Audit Institutions (ISSAIs) and accordingly included a review of the accounting
records and agreed procedures as was considered necessary. In conducting my

reviews, special attention was paid to establish whether;

a. The consolidated financial statements have been prepared in accordance
with consistently applied Accounting Polides and fairly present the
revenues and expenditures of government for the year and of the
consolidated financial position of the Consolidated Fund as at the end of

the year.

b. All funds were utilized with due attention to economy and efficiency and

only for the purposes for which the funds were provided.

C. Management was in compliance with the Government of Uganda financial
regulations.
d. To evaluate and obtain a sufficient understanding of the internal control

structure of the department, assess control risk and identify reportable

conditions, including material internal control weaknesses.

e. All necessary supporting documents, records and accounts have been kept
in respect of all activities, and are in agreement with the consolidated

financial statements presented.

AUDIT PROCEDURES PERFORMED

The following audit procedures were undertaken:-
a. Revenue

Obtained schedules of all revenues collected and reconciled the amounts to the

e n t icashbdaksand bank statements.
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b. Expenditure

The entity payment vouchers were examined for proper authorization, eligibility

and budgetary provision, accountability and support documentation.

C. Internal Control System

Reviewed the internal control system and its operations to establish whether

sound controls were applied throughout t he period audited.

d. Entity Financial Statements

Examined, on a test basis, evidence supporting the amounts and disclosures in the
financial statements; assessed the accounting principles used and significant
estimates made by management; as well as evaluating the overall financial

statement presentation.

2.5 FINDINGS

2.5.1 Budget Performance

During the year under review, government realised domestic revenue amounting
to UGX.8,558,164,372,769 out of  the projected amount of
UGX.8,760,700,000,000, representing a 98% peformance. A total of
UGX.468,539,890,855 was also realised from grants.

Further noted was that although a total of UGX.11,909,327,199,837 was
appropriated for utilization by MDAs, government released a sum of
UGX.9,951,405,146,965 to the MDAs to cater for their planned activities. This
represents 84% of the approved budget as summarized in the table below.

Table showing Budget Performance by Classification

Summary Approved Actual Released (Ugx) Performance
Estimates (Ugx) Percen
tage
Ministries 4,082,118,540,426 2,829,005,115,553 69%
Agencies 5,600,222,403,447 4,965,527,511,837 89%
Referral Hospitals 128,334,797,129 110,399,214,895 86%
Embassies abroad 89,508,388,833 88,628,155,914 99%
District Councils 1,885,871,113,747 1,837,334,896,715 97%
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2.6

2.7

Urban/municipal 123,271,956,255 120,510,252,051 98%
Councils

Totals 9,951,405,146,965 84%
11,909,327,199,837

SUPPLEMENTARY EXPENDITURBGX56,133,336,950

Article 156(2) of the Constitution of the Republic Government 1995 (as amended)
prescribes that if in respect of any financial year it is found that the amount
appropriated for any purpose under the Appropriation Act is insufficient or that a
need has arisen for expenditure for a purpose for which no amount has been
appropriated by the Act, a supplementary estimate showing the sums required or
spent shall be laid down before Parliament and in the case of excess expenditure,

within four months after the money is spent.

Section 12 (1) of the Budget Act 2001 stipulates that total supplementary
expenditure that requires additional resources over and above what is
appropriated by Parliament shall not exceed 3% of the total approved budget for

that financial year without prior approval o f Parliament.

| noted during a detailed analysis of the supplementary expenditure that an excess
of UGX.56,133,336,950, which is 0.4% above the approved 3% as per the Budget
Act, was spent without prior approval by parliament. However, the provision int he
Budget Act appears not to be in harmony with the provision in the Constitution
with regard to approval of a supplementary expenditure. | have accordingly
advised government to seek a legal interpretation of the above provisions so as to

have them harmonised.

Payment of Gross Tax for Ineligible Iltems

In a letter dated 25 ™ June, 2013, referenced TPD 167/238/19 from the Minister of
State for Finance to the Commissioner General, Uganda Revenue Authority (URA),
Government committed itself to support the Agriculture Sector, in particular the
textile sub sector, by paying Value Added Tax (VAT) and Import duty on raw
materials imported for manufacturing textiles, and VAT on the supply of
manufactured textiles. This was subject to the condition that the raw mate rials

45



2.8

would exclusively be used to manufacture textiles. The interventions would make
locally manufactured textiles cheaper and, thus promoting the growing of crops

that provide fiber.

| noted that the Ministry of Finance, Planning, and Economic Development paid a
sum of UGX.653,893,113 in taxes, on behalf of private companies in relation to
the goods which were not raw materials used in the manufacturing of textiles.
These included items such as already woven and printed Polyester bed sheet
materials. This practice undermines the intentions of Government, due to the fact
that imported textile materials eventually become cheaper and suffocate the
demand for locally manufactured textiles. This negatively impacts on the demand

for agriculture produce.

| advised Management to always keenly observe the conditions set by Government
before approving such tax payments, and to consider initiating recovery measures

of the amounts irregularly expended.

Contingent liabilities - UGX.4,384,339,987,635

A contingent liability is a possible cash outflow whose occurrence is dependent on
an event which is not in the control of an organization. Including figures as
contingent Iliabilities implies that manageme.

a cash outflow in a near futu re.

During the year under review, the balance for contingent liabilities increased from
UGX.2,275,442,213,858 as at 30" June, 2013, to UGX.4,384,339,987,635 as at
30" June, 2014, representing a 93% increment. This is an equivalent of 54% of
the tax revenue collected by URA during the year under review. It was further
noted that out of the reported amount, 98% was arising from legal proceedings
against Government under the Ministry of Justice and Constitutional Affairs. In the
event that all these liabilities crystalize, Government will be required to use close
to 50% of its annual budget to meet these liabilities, which is likely to adversely

affect implementation of other government programmes.
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In response, management explained that mitigation against accumulation of such
contingent liabilities requires Government wide responsibility and effort. |
concurred with this explanation and accordingly advised Government to look into

this matter so as to arrive at a sustainable solution.

Payroll Management

The Government of Uganda has been implementing a centralized payroll payment
process which has been characterized by numerous weaknesses. Under this
process, most Accounting Officers perceived their role within the payroll payment

process as implementing the assignment on behalf of Ministry of Public Service
(MoPS), but without full responsibility and accountability on what happens in the

process. In addition, MoPS did not have adequate resources to manage a
centralized payroll process. This resulted into delayed payments, inclusion of ghost
employees on the payroll, delays in staff accessing the Government payroll and
repeated removal and reinstatement of staff on the payroll. Details of these

findings are contained in my report on the comprehensive audit of t he

Government payroll issued in February 2015.

During the year under review, a reform to decentralize the payroll payment
process was initiated. Under the new decentralized salary payment process,
individual votes are required to upload, processand paysal ari es fr om
respective salary accounts in BoU. The Accounting Officers are therefore fully
responsible for their payrolls including the timing of monthly salary payments. The
new arrangement has had significant improvements in the management of the
payroll payment process, especially in the areas of timely payment, exclusion of
ghosts, prompt inclusion on the payroll of newly appointed staff and fully

assigning payroll responsibility to Accounting Officers.

While the principle of decentralised management has had its merits, the lack of
adequate controls supported by a strengthened payroll monitoring system, poses
a risk to the management of the decentralised model. The decentralised payroll
process without clear controls at the different Votes may in the long run just

transfer the same payroll challenges to the Votes. Besides, at the time of the
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audit, each Accounting Officer processed payroll data using the IPPS from which a
payroll was generated monthly. This was then transferred to the IFMS, IPPS
interface in 6 p/ ai n t eard therf manuwally fuploaded into the IFMS for
payment. However, the o p/ a/ n t aiged in thie procass & not a secure
format and is open to uncontrolled modification, which, if changes were made,

could go undetected due to the absence of any form of change log.

In response, management acknowledged that upload of files is open to
modifications but the Accounting Officers are required to run an invoice register
and reconcile it with the payroll before approval of invoices. | advised Treasury
and MoPS management, to implement a software mechanism, which enables the

movement of encrypted payment related data from the IPPS to the IFMS.

2.10 Unauthorized Receipt of grants by MDAs

Section 57 of the Public Finance and Accant abi | ity Act, 2003, st a
grants made to the Government shall be received by the Minister (Minister for

Finance) on behalf of Government and shall be paid into and form part of the

Consolidated Fund or a special fund established for a specift pur pose?o. | deal
the Ministries, Departments and Agencies ( MDj/
needs for donor support and come up with proposals through the Sector Working

Groups. The development committee at MOFPED then conducts a feasibility staly

of the project proposal and thereafter identifies Development Partners for funding.

Once the source of funding is identified, an MoU between the Minister for Finance

and the Development partner is signed. The grants are then entered in the

Ministtyof i nanceds Debt Management and Financi al

onward monitoring and reporting.

Comparison of natifications from Bank of Uganda sent to MOFPED relating to
funds received from Development Partners and total grants reported in the DMFAS
revealed that grants worth USD.15,322,575 received in Bank of Uganda by various
government Ministries, Departments and Agencies were not in the DMFAS. In

addition, grants worth USD.98,052,299 received from various Development
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Partners for various researd initiatives by Makerere University over a three year

period were not found on the system.

Management explained that they did not have any documentation pertaining to
the said funds and that only grants with agreements or MoUs that involved
MoFPED wereincluded in the system. This may imply that funds were solicited on
behalf of GoU without involvement of the Minister responsible for Finance, and are
therefore unknown to the Ministry. This creates risks of: double financing by both
GoU and donors; abuse of funds by recipients; uninformed allocation of GoU funds
and the risk of using GoU funded activities to account for donor funds and/or vice
versa. It also implies that the total of Grants reported in the consolidated financial
statements is understated and misleading. | advised government to put in place a
mechanism to track all grants received on its behalf and accordingly monitor their

performance.

The Treasury Single Account

With effect from 1 October 2013, Government of Uganda (GoU) introduced a

Treasury Single Account (TSA) in which all government cash balances are
aggregated into a set of linked accounts. The primary objective of the TSA was to
ensure management of GoU aggregate cash balances in order to: Minimize
transaction costs during budget execution; Ensure efficient control and monitoring
of funds released to various Government agencies; and better coordination

between fiscal and monetary policy implementation initiatives of government.

The operations of the TSA over the period under review were analysed, and it was
noted that despite having challenges in the transition period, the implementation
has been largely successful. It was noted that: the arrangement has led to the
closure of a number of redundant accounts, which could have been avenues for
misuse of funds; it has greatly improved treasury cash management; as at 30 ™
June, 2014, cash is only available to entities which can absorb it; and it is
envisaged that in subsequent years, borrowing from the domestic market will be

greatly reduced.
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However, | noted that the TSA is heavily dependent on strong budget controls on
the IFMS given that invoice funding is from a basket. At the moment, paid
transactions can still be presented as voided on the system and this creates extra
budgetary funds. In addition, budget journals can still be used to bypass all other
controls available in the budget revision process. | advised the Accountant General
to further strengthen the system and manual controls regarding budget revision so

as to harness all the benefits of a Treasury Single Account.

2.12 Payables
Audit reviewed the status of payables (domestic arrears) as at 30™ June, 2014 and

noted that despite adopting the commitment control system, the total value of
payables increased by UGX.138.166 billion approximately 12%) from UGX.1.127
trillion in the financial year 2012/2013 to UGX.1.265 trillion in the year 2013/2014.

This is further illustrated in the table and graph below;

Table 1: domestic arrears for the last four years

Financial 2010/2011 2011/2012 2012/2013 2013/2014

Year

Amounts 473,654,629,150 | 763,186,161,377 | 1,127,241,181,530 | 1,265,406,925,415
(Ugx)

1,400,000,000

1,200,000,000
1,000,000,000
800,000,000
600,000,000 Amounts - Ugx (‘000)
400,000,000
200,000,000

0
2010/2011 2011/2012 2012/2013 2013/2014
Financial Year
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The current status shows a steady increase in the payables figures, which
indicates that the current approaches to address the problem are not effectively
working. The debt figure may become unmanageable as it appears to be spiraling

out of control.

In response, various Accounting Officers explained that the Commitment Control
System cannot control certain types of expenditures such as the contractual
obligations of rent, wage and contributions to International Organizations. This is
further complicated by the budget credibility issues whereby certain Accounting
Officers may not budget adequately for some of the known expenditures.
Sometimes even when they budget adequately, in cases where budgets are cut to

finance supplementary budgets, arrears can be created.

| have advised that Treasury needs to evaluate the current approach that is being
utilized to control domestic arrears and consider making improvements in order to

reverse the spiraling trend.

Mischarge of Expenditure - UGX.49,972,190.602
Expenditure amounting UGX.49,972,190,82 by several votes in respect of various

activities was charged wrongly to item codes meant for other activities resulting in
misstatement of amounts expended on the affected item codes. These were done
without authority from Permanent Secretary/Secretary to Treasury (PS/ST).
Mischarges impact on the credibility of the financial statements, since the figures
reported therein do not reflect true amounts expended on the affected

expenditure items.

There is need for Accounting Officers to streamline budgeting processes and to

enforce strict adherence to the provisions regarding reallocation of funds.

Table showing entities that had mischarged expenditure

Entity AMOUNT
MISCHARGED -
UGX

Accountability  Sector

Ministry Of Finance, Planning and Economic Devabpment 2,208,201,055
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Department Of Ethics and Integrity 275,372,736
Works and Transport Sector

Ministry of Works And Transport 48,153,093
Uganda National Roads Authority 3,501,412,812
Ministry of Justice and Constitutional Affairs 615,047,805
Ministry of Internal Affairs 421,104,192
Uganda Police Force 132,090,477
Uganda Prisons Services 637,537,384
JLOS SECTOR

Judiciary Department 423,909,500
Judicial Service Commission 86,527,567
Uganda Law Reform Commission 77,415,412
DPP 454,431,122
Uganda Registration Services Bureau- Operations 239,197,478

National Citizenship And Immigration Control

5,906,786,217

Public Sector Management

Ministry of Local Government

2,497,433,465

Office of the Prime Minister

5,564,282,629

Ministry of Public Service

1,721,329,414

Public Service Commission 512,592,443
Local Government Finance Commission 241,919,355
Ministry of Gender, Labour and Social Development 66,982,475
Expanding Social Protection (2013) 11,976,000
Agriculture Sector

National Agricultural Research Organisation (NARO) 206,704,980

Energy Sector

Ministry of Energy And Mineral Development

3,038,506,327

Land Sector

Ministry of Lands, Housing And Urban Development 543,519,621
Ministry of Trade, Industry And Cooperatives 592,962,823
Ministry of Tourism Wildlife And Antiquities 115,112,418

WATER SECTOR

Ministry of Water and Environment

1,545,058,115

NEMA 942,053,402
MISSIONS
Uganda Embassy Brussels 150,514,718

HEALTH SECTOR

Ministry of Health

2,644,401,389
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Uganda Blood Transfusion Services

27,880,704

Uganda Cancer Institute

656,275,672

Butabika Hospital

74,863,427

Education Sector

Ministry of Education and Sports

11,841,989,175

Makerere University

969,917,237

Kyambogo University

978,727,963

Total

49,972,19 0,602

2.14 Unaccounted for Funds

A sum of UGX.84,323,243,109, remained unaccounted for at the end of the year.

This comprised of funds advanced to staff to carry out various activities in various

Ministries, Departments and Agencies. This is contrary to the Public Finance and

Accountability Regulations which require all such advances to be accounted for

within 60 days on completion of the related activity. Delayed accountability for

funds may lead to falsification of accountability documents.

| advised the Accounting Officers to adhere to Regulations by ensuring that before

another amount is advanced, a previous one ought to be fully accounted for.

Table showing unaccounted for advances

Entity

AMOUNT - UGX

Ministry Of Finance, Planning and Economic Develpment

1,619,879,097

Strengthening Evidence Based Decision Making MOFPED 74,903,000
Transport Sector Development Project SDR 120,000,000 23,632,667
Judicial Service Commission 95,350,296
Uganda Law Reform Commission 63,000,000
Ministry of Local Government 137,542,000
District lively hood support Programme 183,219,506

Northern Uganda Social Action Fund

58,826,655,271

Uganda Good Governance (UGOGO) Programme 109,402,538
Public Service Commission 21,760,585
Kampala Capital City Authority 74,547,100
Parliamentary Commission 27,401,000

NAADS secretariat

8,460,120,471

Ministry Of Energy And Mineral Development

122,889,501

Energy for Rural Transformation Il Project 1 Private Sector
Foundation Uganda (PSFU) Component

455,000
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Entity AMOUNT - UGX

Ministry of Gender, Labour and Social Development 25,000,000
Ministry of Health 121,360,800
East African Public Health Laboratores Networking Project 31,377,000
(EAPHLNP)

Uganda Health Systems Strengthening Project (UHSSP) 27,007,487
Arua Regional Referral Hospital 359,130,640
Mbale Regional Referral Hospital 23,526,000
Lira Regional ReferralHospital 106,394,580
Gulu Regional Referral Hospital 219,224,118
Mbarara Regional Referral Hospital 10,164,220
Soroti Regional Referral Hospital 23,466,678
Hoima Regional Referral Hospital 12,520,753
China-Uganda Friendship Hospital Naguru 1,500,129,768
Ministry of Education and Sports 873,759,757

Ministry of Education and Sports Universal
Education and Training (UPPET) Project

Post Primary

10,008,317,486

Makerere University 308,857,850
Economic Policy Research Centre (EPRC) 62,020,000
Mbarara University of Science And Technology 17,407,000
Kyambogo University 570,497,304
Gulu University 728,758,584
Ministry of Water And Environment 202,890,333
Lake Victoria Environmental Management Project Phase I 30,758,200
(LVEMP 1I)

Water and Sanitation Development Facility - East (WSDFE) 19,417,500
Ministry of Trade, Industry And Cooperatives 215,110,206
Uganda High Comnission, Bujumbura 13,748,041
Uganda Embassy, Cairo 52,625,621
Uganda Embassy, Kinshasa 61,253,767
Ministry of Public Service 302,018,445

TOTAL

84,323,243,109
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3.0

3.1

3.2

ACCOUNTABILITY SECTOR

TREASURY OPERATIONS

Un supported bud get movement

It was noted that in the ministerial policy statement submitted to Parliament for

the year under review, management requested for UGX.224billion to cater for
External Debt Principal Payments. It was however noted that, in the approved
budget estimates, a total of UGX.470,546,614,000 was allocated for external debt
principal repayments. | was not provided with the required documentation to

support the upward revision of UGX.264,546,614,000.

It was further noted that of the approved amount, a to tal of UGX.329,197,200,187
representing 70% of the external debt budget, was vired to other expenditure
items. Management explained that while it is true that external debt amortization
was UGX224bn, they had factored in domestic debt interest to allow fo r any
interest shortfall. However, it should be noted that domestic debt interest was
budgeted for elsewhere to a tune of UGX.860bn. This is an indicator of
weaknesses in the budget formulation which undermines the credibility of the

budgeting processes.

| have advised Management to strengthen its budgeting processes so as to arrive
at realistic estimates. Management is further requested to provide the basis for the
above budget revisions as well as virements.

Payments in respect of  Mandamus Orders

It was noted that Parliament did not appropriate funds for expenditure on item
282104, in respect to payments for third party compensations under the Treasury
Operations Vote. However, management made virements from external debt
payments to the tune of UGX.87,992,164,680 to cater for third party

compensations The following observations have been noted;

a) The force of Mandamus orders

| noted that the mandate to settle court awards is vested with the Ministry of

Justice and Constitutional Affairs and the line item was provided for as a statutory
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charge on the Consolidated Fund. During the year under review, the Ministry of
Justice and Constitutional Affairs paid domestic arrears amounting to
UGX.8,561,690,269 in respect of Court Awards and compensations. The paynent
of UGX.87,628,710,396 to several beneficiaries by the Ministry of Finance Planning
and Economic Development under mandamas orders creates a distortion within

the established payment frameworks.

The Accounting Officer explained that authority to effe ct the payments was
communicated in a letter Ref. MA/57/012/M and dated 13™ June 2013 by the
Attorney General to the Minister of Finance, Planning and Economic Development.
| advised management that the issue of mandate be resolved to ensure

conformance with set laws.

b) Disregard of MoUs

Due to cash flow constraints, Memoranda of Understanding (MoUs) were entered
by MOFPED with the representatives of the would-be beneficiaries to spread the
payments over a longer period without attracting extra interest. H owever, there
were instances of payments by the Ministry of Finance, Planning and Economic
Development, beyond the agreed installments. This trend needs to be checked if

any benefits are to be reaped from signing th

Table showing payments notin i n line with payment plans as per MoUs
Court case Amount agreed Amount paid - Amounts that could
on in MoU - Ugx Ugx have been paid in
later years - Ugx
C/S No.22/2001 4,808,185,200 8,488,185,200 3,680,000,000
C/S No0.16/2009 10,349,786,849 | 15,700,289,135 5,350,502,286
C/S No0.469/2004 618,610,131 1,136,370,000 517,759,869
Total 15,776,582,180 | 25,324,844,335 9,548,262,155
c) Unreliable balances

As a result of uncoordinated operations/payments, the balances being reported by

the Solicitor General have not fully taken into account payments made by the
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Ministry of Finance, Planning and Economic Development; details of variances are

shown below;

Table showing reported balances

Court case Amount Amount Paid Expected Balance per | Over statement
Award by Balan MOJCA - Ugx
ed - MOFP ce- - Ugx
CIS 21,294,000,00¢ 8,488,185,200 12,805,814,800 21,294,000,000 8,488,185,200
C/S 6,018,427,774  3,171,794,441  2,846,633,333 4,200,000,000 1,353,366,667
CIS 44,760,128,00¢ 15,700,289,135 29,059,838,865 35,000,000,000 5,940,161,135
Total 15,781,7

Under the circumstances, the cross vote payments will affect the validity of the

reported outstanding balances of court awards and compensations and may
eventually lead to overpayments. Besides, the reported payables both under
MOJCA and in the Consolidated Accounts were overstated by Ugx.15,781,713,002,

as a result of failure to reconcile the payments in question.

1 Non deduction of taxes

In accordance with Section 61 of the Income Tax Act, Cap.340 a compensation
payment derived by a person takes the character of the item that is compensated.
| noted that except for payments to one law firm, no taxes from interest earned,
legal fees, and compensation for loss of business were withheld from the other
payments as required by Sections 118 and 120 of the Income Tax Act. This could
be attributed to the fact that the Ministry of Finance did not have details of the

breakdown of outstanding amounts.

| have advised that whereas the letter from the Solicitor General sets out
responsibility, it is imperative that accounting mechanisms are put in place to
ensure that transactions are captured in both entities to reflect the correct
position. In addition, th e Accounting Officer is advised to ensure compliance with
the provisions under the Income Tax Act, with regard to deduction of withholding

taxes, while effecting such payments.

Domestic Investment

A sum of UGX.1,928,989,607,673 is reported as the net worth for domestic

investments. | reviewed the accompanying schedule and noted that Entities with a
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total net worth of UGX.249,298,051,082, had their net worth unchanged for the

financial years ending 30" June, 2013 and 30" June, 2014 as shown in the table

below. However | was not provided with evidence to confirm this position. It is

highly unlikely that such investments remained static for the two years. In the

absence of evidence to support this position, there is a risk that the balance for

domestic investments is misstated.

Table showing entities with unchanged Net worth

ENTERPRISE

HISTORICAL
COST - UGX

Net worth as at

- UGX

30/6/2013

30/6/2014

GOVT. PARASTATALS ( 100

% HOLDING)

Post Bank Uganda Ltd

7,999,998,200

13,972,130,667

13,972,130,667

Uganda Electricity
Transmission Co Ltd

61,229,404,597

(8,998,569,000)

(8,998,569,000)

Amber House

5,000,000,000

22,898,824,358

22,898,824,358

Uganda Printing a nd
Publishing Corporation

3,542,271,000

7,305,996,584

7,305,996,584

Posta Uganda

19,487,176,000

22,428,287,000

22,428,287,000

National Medical Stores

12,932,830,091

22,447,283,000

22,447,283,000

Uganda Railways

Corporation 39,989,832,000 73,721,730,000 73,721,730,000
National Enterprises 42,336,083 21,507,069,815 21,507,069,815
Corp

Ugan da Crane Industries
Ltd.

16,280,574,639

247,363,838

247,363,838

175,530,116,262

175,530,116,262

50% HOLDING )

MINORITY SHAREHOLDING (LESS THAN

Phoenix logisti cs

(31/07/08) 5,097,599,190 2,333,706,820 2,333,706,820

Kinyara Sugar Works Ltd 3,000,456,160 66,818,850,000 66,818,850,000

LAP textiles Limited 2,405,378,000 2,405,378,000 2,405,378,000
71,557,934,820 71,557,934,820

PREFERENCE SHARES

Good Africa Coffee

(20/06/08) 2,210,000,000 2,210,000,000 2,210,000,000

2,210,000,000

2,210,000,000

249,298,051,082

249,298,051,082

Un recognized Investment in M/S Victoria International Airways Ltd

In a letter dated 12 ™ July, 2006 referenced EDP.73/100/01, the then Minister for
Finance requested the Solicitor General to make a capital injection of USD.250,000
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into M/S Victoria International Airways Ltd (VIA Uganda) for purchase of shares in
the same company by the Government of Uganda. The funds were to be obtained
from the proceeds from the liquidation of the defunct Uganda Airlines Corporation,
in which the Registrar General was appointed as the official receiver. The Solicitor
General accordingly effected this payment, as per his letter to the Minister,
referenced ADM/11/158/01, dated 25™ July 2006.

However, | noted that this investment is not reflected in the Treasury books of
account. There is no information pertaining to dividends (if any) that have been
remitted to GoU ever since the investment was undertaken and no record of
government representation on the Board of Directors. In the circumstances, there
is risk of Government losing this investment to the private owners of the airline.
Besides, the decision to acquire shares in a private company doing the same
business from which the Government was divesting at the time appears not to

have been properly evaluated.

In response, management explained that they did not have any information
pertaining to this investment. | have advised management to follow up this matter
and secure a share certificate for the investment, recognize it in the books of

account and obtain board representation.

Performance of loans

A review of the loan disbursements revealed that several loans appeared to be
performing poorly, with some nearing expiry, while others reached the closing
date with out fully disbursing. Details are shown below;

Table showing performance of some loans

Creditor Project Name Curren Loan Disbursed Yo Date Signed Closing
cy Amount Disbur Date
sed
ADF Road Sector AFU 72,940,000 0% 11/12/13 30/6/18
Support project 4
BADEA Urban Markets & USD 10,000,000 44,645 0% | 16-Jul-09 30-Mar-15
Agric Products
GOVT. OF 132 KV Double EUR 15,000,000 0% | 24-Oct-13 24-Oct-17
GERMANY Circuit Tr. Line
IDB CAIIP 11l DI 5,210,000 0% | 14-Jun-12 31-Dec-16
OPEC FUND Energy Dev't & USD 10,000,000 0% | 29-Jan-13 31-Dec-16
Acces Expansion
SAUDI Rural SAR 41,250,000 0% | 13-Oct-11 30-Oct-14
ARABIA Electrification
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Creditor Project Name Curren Loan Disbursed % Date Signed Closing
cy Amount Disbur Date
sed

FUND Project

ADF Supp. to Higher AFU 67,000,000 882,987.25 1% | 5-Jul-13 30-Jun-18
Education(HEST

BADEA Rural USD 10,000,000 51,770 1% | 22-Jul-10 30-Sep-14
Electrification
Project

BADEA Nakaseke USD 5,000,000 101,723 2% | 28-Jun-11 30-Jun-14
Technical
Institute

IDB Specialized DI 14,080,000 321,843.84 2% | 4-Apr-12 30-Jun-16
Mater. &
Neonatal

IDB National Educ |DI 9,010,000 225,285.04 3% | 30-Jun-11 31-Dec-15
Sup. Phase I

IDB Rural Income & |DI 6,600,000 310,045.00 5% | 22-Feb-10 30-Jun-14
Employment

IDB IDB-SMALL DI 7,000,000 391,999.32 6% | 22-Dec-08 31-Dec-14
BRIDGES IN
N.&NE UGA

IDA Water Mgt & SDR 87,100,000 | 6,425,496.65 7% | 22-May-13 31-Dec-18
Dev't Project

BADEA Line Of Credit USD 4,500,000 615,523.70 14% | 12-May-09 31-Mar-15
UDBL

JICA Electric Grids of JPY 5,406,000,00 | 890,333,539 16% | 26-Mar-10 1-Dec-17
Nile Equator 0

ADF 3rd  Community AFU 40,000,000 | 6,978,800.48 17% | 10-Jun-11 31-Dec-16
Agric Infrastruc

BADEA N.NE Bridges USD 7,000,000 | 1,177,910.09 17% | 20-Oct-05 31-Dec-14

KUWAI T KUWAIT FUND KWD 3,000,000 816,785.78 27% | 22-Sep-10 30-Jun-15

FUND FOR UDBL

IDB National DI 8,660,000 | 2,437,451.14 28% | 24-Jun-10 31-Dec-14
Education
Support

OPEC FUND | Vocational USD 22,950,000 | 6,611,023.34 29% | 23-Mar-10 31-Dec-14
Education Project

ADF Kampala AFU 35,000,000 |10,587,456.20 30% | 11-May-09 31-Dec-14
Sanitation
Program 1

ADF Interconnect Nile AFU 7,590,000 | 2,362,395.70 31% | 13-May-09 31-Dec-14
Elect Grids

IDA 2nd L.Victoria SDR 17,600,000 | 8,571,811.09 49% | 29-Oct-09 31-Dec-14
Enviro Mgt Proj

ADF Mbarara Nkenda AFU 52,510,000 |29,767,184.98 57% | 13-May-09 31-Dec-14
Power Lines

JICA Bujagali Py 3,484,000,00 | 1,990,709.71 57% | 30-Oct-07 21-Mar-15
Interconnection 0
Proj.

Such low levels of performance undermine the attainment of planned developme nt

targets and renders commitment charges paid in respect of undisbursed funds

nugatory.

Management explained that poor Loan performance is attributed to both internal

(GoU) and External (Creditor) factors. The major internal factors include
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procurement challenges, compensation of third parties and lack of Land titles for
Large Infrastructure Projects. The main external factor is lack of legal and
regulatory framework to enable implementation of some Loans from the Islamic
development Bank. Government is fast tracking the Financial Institutions Act
amendment, to enable Islamic/Shariah Banking to operate. | have advised
government to identify and resolve any bottlenecks hindering the smooth
implementation of the above projects as well as explore ways of expediting the

processes so as to improve on service delivery.
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4.0

4.1

4.2

MINISTRY OF FINANCE, PLANNING AND ECONOMIC
DEVELOPMENT

Mischarge of expenditure

The Government Chart of Accounts defines the nature of expenditures for each
item code. The intention is to facilitate better and consistent classification of
financial transactions and also track budget performance per item. A review of
records for the year under audit revealed that UGX2,208,201,055 was charged on
items which do not reflect the nature of the expendi ture incurred. This constituted
of 0.9% total expenditure for the Ministry. Mischarge of expenditure impacts on
the credibility of the financial statements since the figures reported therein do not
reflect true amounts expended on the respective items. It further impacts on the
appropriateness of the future budgets since the reported actual figures are

misleading.

Management explained that this was a result of the difference between Chart of
Accounts classification of expenditure items and Output Budgeting Tool (OBT).
While the newly passed Public Finance Act is based on outputs, the chart of

accounts has not been aligned to the new budgeting methodology.

| advised management to liaise with Treasury to align the chart of accounts to the

budgeting tool for appropriate reporting.

Un-supported Gross Tax payments

Gross tax payments made to URA are expected to be made against commitment
forms properly supported with import documentation and tax assessments. A
review of the underlying documentations revealed that UGX1,114,667,735 was
not supported with import taxation documentation and URA tax assessments. In
the above circumstances, | was unable to confirm that the gross tax payments

were eligible.
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4.4

| advised management to always ensure that payments from the gross tax

account are properly supported, otherwise funds are recoverable.

Gross Tax Payments for Non ___-Qualifving ltems

As part of Government support to the Agriculture Sector value chain and in
particular the Textile sub-sector, Government was meant to pay VAT on imported
raw materials for the manufacturers of textiles. A review of a sample of payments
for import taxes on behalf of the textile beneficiary companies revealed that the
beneficiary company imported finished textiles (Bales 100 % polyester printed
fabric) worth UGX1,659,611,200 and UGX144 million was for goods described as
polyester bed sheets. This is contrary to the purpose for which the incentive was
established. Importation of printed fabric and bed sheets materials will not benefit
the local cotton farmers as had been intended. Ideally, to support the agricultural
sector, beneficiary companies ought to have been procuring all the cotton
ginned/produced in the country and not bringing in printed fabric. It was therefore
irregular for the Ministry to make such payments on these finished products

without carrying out due diligence.

| advised management to restrict tax payments to only raw materials as per
Government policy for the textile sub-sector. Management should initiate recovery
measures for all payments made in respect of semi and finished products (bed

sheets and printed fabric).

Un -supported tax payments for clearance of textile materials

According to the circular ref: EDP 81/137/05 by the Accounting Officer it was
indicated that for a company to qualify for the incentive of exemption of VAT
fimport duty in the textile industry, they needed to present PAYE and NSSF returns
for verification of the minimal number of employees required, an investment
license from Uganda Investment Authority, among other requirements. However,
it was noted that UGX980,735,024 was paid to URA in relation to taxes for textile

imports without proof that the above requirements had been fulfilled.
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There is a risk that the objective of setting the above conditions was not achieved

and that the beneficiaries did not qualify.

| advised management to ensure that all beneficiary companies always provide the
required information as verified and cleared prior to making payments for the

incentives.

AGRICULTUR E CREDIT FACILITY (ACF)

The Agricultural Credit Facility (ACF) was set up in 2009 by Government in
partnership with commercial banks, Credit Institutions and Uganda Development
Bank (the Participating Financial Institutions (PFIs) with the aim of providing

medium and long term loans to projects engaged in agriculture and agro -
processing on more favourable terms than usually available from Financial
Institutions. During the year, a sum of UGX30bn was deposited by the Ministry of
Finance, Planning and Ecommic Development onto the ACF Escrow account for
onward remittance to the Bank of Uganda Capital Account. The memorandum of
Understanding (MOU) and progress report for the period ending September 2014

from Bank of Uganda were reviewed and the following not ed:

a) Non - utilization of Agricultural Credit Facility

The escrow account held by the Accountant

UGX30 billion because these funds had not been transferred to the ACF capital
account as at 30" June 2014. The ACF capial account is an account where funds
released are held for onward disbursement to the Participating Financial
Institutions (PFIs). It was noted that a sum of UGX16,507 million was held on the
ACF capital account unutilized at the year-end. This implies that a total of
UGX46.507 billion released for the ACF activities remained idle on the two
accounts during the year. The objective for which the funds were appropriated

and released may not be achieved.

Management explained that Bank of Uganda (BoU) disburses funds to the

Participating Financial Institutions (PFIs) with respect to only approved eligible

projects whose pace of flow depends on the PFIs. This project conception had

little input from BOU as a stakeholder but during implementation a number o f
64



challenges existed that required a revision of the implementation policy and MOU

to ensure that there is adequate absorption of the funds.

| advised management to expedite the revision of the policy and MoU to address

the implementation challenges.

b) ACFE GoU contribution

According to the financing MoU, Government was supposed to contribute UGX30
billion annually and the Participating Financial Institutions (PFIs) were to match
the GoU contribution thereby creating a revolving pool of loanable fund amoun ting
to UGX60 billion for eight years.

A review of Bank of Uganda Report for the period ending September 2014
revealed that capitalization of the fund by Government should have grown to
UGX150 billion to date. However, government has to date remitted on ly
UGX93bn to cover disbursements and commitments made since inception leaving
a shortfall of UGX57 billion. Since Government is not fully meeting its stated
requirements as per the MoU sustainability of the facility may be tampered.
Management explained that although Government has not fully remitted the
budgetary allocations, BoU has not run out of funds for onward disbursement to
PFIs in respect of eligible borrowers. The slow pace of disbursements was due to
low absorption caused by failure by beneficiaries to meet the criteria for obtaining
the | oan i.e. the criteriads put in place fo
stringent for the targeted/potential borrowers as opposed to the currently

benefiting high level farmers.

| advised the Accounting Officer to renew the criteria in place and ensure that the
pace of absorption is improved. In the meantime GoU contributions should be

matched with the MoU for implementation as agreed.

C) Potential Loss of ACF borrowed funds
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BoU report revealed that six projects that accessed farmer and agro processors
loans amounting to UGX2,122,193,576 were classified as delinquent and been

forwarded to Bank of Uganda for writing off. Table below refers:

PFI Project Amount ( UGX)
KCB Formula Feeds Ltd 1,314,411,429
KCB Pearl Mixed Farm 392,857,142
Tropical Bank Ltd Tom O61 al ob 325,000,000
Centenary Ru] Soroti Diary Ltd 48,019,341
DFCU Lira Integrated School 23,654,500
DFCU Bunya SACCO 18,251,164
Total 2,122,193,576

Unless adequate recovery measures are taken, Government risks losing the above
funds or even more if the current low recovery rate continues. It appears that the
appraisal by PFlIs to ascertain viability, feasibility and eligibility by PFIs as one of

their roles was not pro perly undertaken.

Management should liaise with BoU to compel the PFIs to ensure proper due
diligence is done prior to issuing loans to save Government from losing money due

to the poor loan portfolio management on the part of the PFls.

Un-supported uti _lity payments

Section 181 of the TAI requires all vouchers to contain full particulars of each
service or goods and be accompanied by such supporting documents as may be
required so as to enable them to be checked without reference to any other
documents. However, it was noted that UGX415,192,655 paid to National Water
and Sewerage Corporation was not supported with tax invoices and
acknowledgement receipts. | was therefore unable to ascertain that the payments

were actually made to the utility company.

| advised management to make a follow up of the acknowledgements with NWSC.

Budget Performance Review

Analysis of budget performance indicated that some planned activities were not

fully performed despite the entity receiving 97% of its budget.
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T Output 140301 i Accounting and Financial Management Policy,

coordination and monitoring

Under this activity, it had been planned to conduct (12) audits of foreign missions
and (2) IT audits. However, only one mission audit was achieved and no IT

reviews were conducted.

Management explained that because of resource constraints, this activity was
dropped. The IT audits were not carried out because of inadequate capacity. The

Ministry is now undergoing restructuring to provide for IT auditing.

| advised management to expedite capacity building undertakings and have the

audits carried out.

 Output 140156 Lottery Services

It had been planned to collect UGX2bn from the National Lottery as government
share on the Lottery collections. However, it was noted that only UGX0.08bn was
collected leading to a shortfall of UGX1.92bn. It had also been planned to procure
an electronic monitoring system to monitor Lotteries, Gaming and Pool Betting for
enhanced monitoring of revenue generation by URA and the Lottery Board. This

too was not achieved.

Management explained that this was due to loopholes in the prevailing law that
illegal operators exploited to set up illegal lotteries that were in direct competition

with the National Lottery (NL). This curtailed the National Lottery collection.
Regulations have since been put in place to strengthen the weak law. Meanwhile

illegal Lotteries are being phased out.

Funds for the electronic monitoring system were not provided and the system
could not be procured. This procurement had been budgeted for UGX400m. The
procurement has been included among unfunded activities for the Ministry BFP of
2015/16.
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| advised management to secure the resources and have the electronic Monitoring
System in place. | also advised management to address the weaknesses in the

current law to guide the operations of National Lottery Board.

T Output: 140103 - Capitalization of Financial Institutions

The Ministry had planned to disburse a total of UGX16 billion as Graduate Venture
Capital during the year however no disbursements were made. Failure to achieve
all planned activities may negatively affect the Ministry performance and

achievement of its strategic objectives.

Management explained that the funding for Graduate Venture Capital was
transferred to Ministry of Gender by Parliament when approving the final budget
for FY 2013/14.

ENTERPRISE UGANDA: Funding gap

Enterprise Uganda (EU) is a public entity duly registered and constituted according
to the Laws of Uganda with the objectives among others to work with Government
to promote Government policies, directives and programmes. EU envisages Micro,
Small and Medium Scale Enterprises (MSMES) as important vehicles for expanding
production, providing self-employment and generally enhancing economic growth
in the country. This is in line with the government objective of enhancing the
guality and availability of gainful employment and uplifting the standards of living

in households.

During the year, EU had budgeted to receive Government support of
UGX2,410,000,000 but only UGX2,199,375,000 was released which is 91.26%
leading to a budget shortfall of UGX210,625,000. Despite the shortfall in
Government releases, audit appreciates that most of the planned activities were
achieved. | noted that during the year, EU had planned to train a total of 5,000
participants both rural and urban households and equip them with skills to
start small enterprises. However, it was noted that 4,768 (95.36%) were
trained in the districts of Wakiso, Tororo, Kayunga and Kiruhura. 322

intended participants were not trained. | urged management to liaise with the
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Ministry of Finance, Planning and Economic Development to source for sufficient

funding to meet its budget plans. This was attributed to the funding gap.

RURAL FINANCIAL SERV ICES PROGRAMME

The Rural Financial Services Programme (RFSP) supports the Rural Financial
Services Strategy (RFSS) which is one of the pillars of the Prosperity for All (PFA)
vision of government, which aims at ensuring that every economically active
Ugandan earns some basic income, through production, marketing and agro-
processing of products. This programme ended in December, 2014 and a review

of the activities for the financial year 2013/2014, revealed the following:

a) Lack of proof of ownership of motor cycles

The Government through RFSP put in place rural development strategy and
availed funds to be used to equip SACCOs with kits which include money safes,
filing cabinets, bicycles, salaries for staff and office rent. Under this arrangement
through a grant, 188 motor cycles were distributed to SACCOs to facilitate them in
form of transport. Accordingly, RFSP officials were paid allowances worth
UGX10,480,000 to enable verification of transfer of ownership of these motor
cycles from UCSCU to beneficiarySACCOS. However, it was noted that by the time
of audit (December, 2014), only (36) motor cycles had been transferred to the
SACCOS leaving with the balance still in the names of UCSCU. Delay in transfer of
ownership may result in costs to UCSCU in case acidents or other eventualities

happen.

Management attributed the delay to lack of Tax Identification Numbers by SACCOS
but RFSP has guided them on how to register with URA.

| advised RFSP management to expedite the transfer process.

b) Assets - Verificatio n of assets provided to support SACCOs
During the closure of the project, management of RFSP carried out verification of

the assets register to validate data for update. At the end of the exercise, a

verification report was produced. The following was observed from the report:
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9 Oribicin SACCO

Oribicin SACCO had been reportedly closed because of failure to pay back loans
worth UGX78,000,000 which was borrowed by the former SACCO Chairman who
also later passed on. However, it was noted that there was no doc umentation to
indicate the status of the assets such as money safe, filing cabinets and bicycles.

The possibility of recovery of these assets appears remote.

T Gulu Municipal and Bufunjo SACCOs

The asset verifications report also indicates that Gulu and Bufunjo SACCOs had
been closed because of mismanagement of funds by their respective Boards and
management; although this was not quantified. It was noted that the where about
of the motor cycle for Bufunjo and the kits for Gulu municipal SACCO were yet b
be established. There is a possibility that they could have been stolen or being

used for non-SACCO related activities.

Management explained that both cases have been forwarded to the department of
Cooperatives, and the respective District Cooperative dfices to revamp or turn
around the activities of the SACCOs. It is only after the turnaround activities have
failed that the SACCOs will be liquidated.

| advised management of RFSP to provide a clear status report regarding the
assets of the above SACCG.

C) Un-sustainable strateqy of strengthening of the Apex Institutions
By the closure of the RFSP project, Uganda Cooperative Savings and Credit Union

Limited UCSCU), the implementing partner had established (15) regional offices in
the four regions of the country as had been targeted. However, it was noted that
with the project support coming to an end, UCSCU downscaled the regional offices
from (15) to (4) (Northern, Western, Eastern and Central). Only a few field liaison

officers were employed in the rest of the regions for increased efficiency in the

utilization of resources.

Under this arrangement, there is a risk that UCSCU may not provide services to
the SACCOs on a sustainable basis.
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Management explained that Government has made provisions for providing
additional technical and financial support to UCSCU in order to ensure that UCSCU
becomes sustainable in the next five years, as per the revised UCSCU business
plan. This commitment is contained in the Loan agreement and Aide Memoirs
signed between IFAD/GOU.

The outcome of the above commitment is awaited.

THE POPULATION SECRETARIAT (POPSE C)

The population secretariat (POPSEC) is a semautonomous department under
Ministry of Finance Planning and Economic Development (MOFPED) established
under The National Population Act, 2014 responsible for the implementation of the
policy decisions of the National Population Council andpromote the integration of
population factors in development planning at the national and lower levels in

accordance with the agreed frame work under the National Development Plan.

The following observations were made.

a) Lack of National Population Council
The population Secretariat (POPSEC) developed a five year National Population

Action Plan (NPAP) in 2010 giving National Populatbn Council the key role of
providing strategic direction. Consequently, Parliament passed the National
Population Council Act on July 23 2013 and assented by H.E. the President on
January, 6" 2014. However, it was noted that the National Population Council had
not been established at the time of writing this report. This may negatively affect
policy formulation and strategic guide on the implementation of the objectives of
POPSEC.

Management explained that POPSEC was advised by the First Parliamentary

Counsel that the Act will be operational after full registration.

| urged management to liaise with the responsible authorities to ensure that the

National Population Councilis urgently established.
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TAX APPEAL TRIBUNAL

a) Un-resolved tax disputes

The tribunal had planned to resolve 100 tax disputes countrywide during the year
but only 90 cases were resolved leaving a balance of 10 tax disputes outstanding

at the year-end.

The registrar Tax Tribunal explained that the 10 outstanding disputes were filed
towards the end of the financial year and could not be completed before the year

end. These cases have however been carried forward.

| urged management to always ensure that planned targets are attained and

timely.

b) Failure to conduct planned circuit sessi ons

According to the annual budget performance, the tribunal had planned to conduct
circuit sessions (regional case hearings) in the regions of Mbale, Gulu, Mbarara
and Arua. The objective of conducting circuit sessions was to take tribunal sittings
to the regional offices to encourage and enable up-country tax payers lodge and
have their cases arbitrated upon within the respective localities. The circuit

sessions were not conducted.

Management explained that full circuits could not be held due to a shortfall in

funding. The outstanding upcountry disputes were carried forward.

| advised management to ensure that the implications for failure to conduct the

above activity are properly highlighted in the next budget to enable its funding.

NON-PERFORMIN G ASSETS RECOVERY TRUST (NPART)

a) Stalling of the Winding up Bill

The Non-Performing Assets Recovery Trust Act (NPART) was enacted on 19

October 1994 and was to run for a period of (3) years. However, it was noted that

72



the NPART Act has been extended by Rirliamentary resolutions for a number of

times, the last extension being the period ending 9" October 2007.

In view of the above, it was noted that the Act has served its purpose and it was
time to wind -up the trust and repeal the Act. However, it was n oted that passing

of the bill (winding up) appears to have stalled since October, 2007.

This in turn has delayed the achievement of the winding -up bill of repealing of the
NPART Act, winding up of the affairs of the Trust, The Sinking Fund and the

Tribunal and transfer to Government of all assets.

Government continues to spend money on NPART without any legal basis as its
mandate has long expired without any further renewals. For instance, a total of
UGX249,999,999 was released during the year out of which UGX141,905,060

(56.76%) was spent on employee costs alone.

Management explained that the bill was presented to the committee of the cabinet
which made recommendation for the Ministry6s

and ready for submission to the cabinet.

| urged management to continue liaising with the relevant authorities to expedite

the passing of the bill.

b) Un-spent balance not returned to Treasury
Section 19(1) of the Public Finance and Accountability Act provides that any

unspent balance at the close of the year shall be repaid to the consolidated fund.
According to the cashbook presented for audit, NPART had unspent balance of
UGX20,032,804 at the year-end which was not returned to the UCF as required

by the regulation.

Management explaned that the instruction to transfer the funds was bounced by
BoU and the matter has been forwarded to Accountant General to direct BoU to

return the money to the UCF.
The outcome of the above management action is awaited.
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PRESIDENTIAL INITIATIVE ON BANA _ NA INDUSTRIAL DEVELOPMENT

(PIBID)

a) Failure to return un _ -spent funds to the Consolidated Fund

According to the Internal Audit and Inspectorate report for financial year
2013/2014, PIBID project had un-spent funds to a tune of UGX4,259,043,697 as
at 30" June, 2014. However, the amount was not returned to the Consolidated
Fund account as required. The funds were retained and utilized during the year
without authority from the Accountant General and the Permanent

Secretary/Secretary to the Treasury.

Management explained that the funds were meant to pay for machinery for the

Banana Plant from an International Company based on Germany whose contract
had not been finalised by close of the year. The contract was only signed on 10™
July 2014 and request to hold money was made to PS/ST on 11" July, 2014.
However, no response was received. The funds were finally spent in the

subsequent year 2014/15.

b) Doubtful fuel consumption
UGX 90,018,707 spent on fuel was not supported by fuel requisition vouchers

indicating the purpose, motor vehicle movement log book justifying fuel usage and
activity reports confirming occurrence. In the above circumstances, the

expenditures appear doubtful.

Management explained that all payments for fuel are effected through a fuel
company. Noted variances during the reconciliation are effectively adjusted and

reflected in the subsequent remittances.

As a way forward, management explained that it will always ensure that the
reconciliations are regularly and timely done as this will easily enable identification

of discrepancies and allow a fast correction of anomalies.
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4.15

IRISH AID SUPPORT TO GENDER & EQUITY BUDGETING (EDUCATION

SECTOR AND KARAMOJA SUB -REGION)

€) General S tandards of Accounting and Internal Control S ystems

It was noted that ma nagement had complied in all material respects with the

financing agreement and GoU financial regulations except for the following matter:

i) Retention and expenditure of funds after suspension of the project
As at 17" July 2013, the project had total available funds of UGX65,571,546
composed of un-spent project funds worth UGX30,384,506 and UGX35,187,040

refunded to the bank account being funds for activities not undertaken.

In July 2013 the donors suspended project funding following the financial sca ndal
at Office of the Prime Minister. It was noted that the funds were retained and
spent after the suspension period. The authority from the development partners to

retain and spend these funds was not sought.

Although management explained that the funds were spent because the
development partners did not object to the continued payment of project staff
salaries from the available balance, | was not provided with communication to this

effect.

| advised management to always seek authority prior to spend ing project balances

after closure of the projects.

FINANCIAL MANAGEMENT AND ACCOUNTABILITY PROGRAMME

(FINMAP)

(a) Compliance with programme financing agreement and government
financial requlations

The Programme complied with the covenants with Programme agreement and

Government Financial Regulations except for the following matters;

i) Statutory Deductions

75



It was noted that there were instances where withholding taxes were not
deducted from some payments made to suppliers of goods and services yet these
suppliers were not exempted from withholding tax. Examples of such payments

were as follows;

Company Name Amount | Withholding Tax Comments

UGX | UGX
Inline Print 9,524,567 571,474 | Tax not withheld

Services

Hotel Brovad 70,692,000 4,241,520 | Tax not withheld

Com Events
Coalition 34,080,000 2,044,800
I Adventcity Ltd 7,265,440 435,926

Innovative
Furniture Ltd 10,576,001 634,560

Kabu General
Agencies 18,940,000 1,136,400
Total 9,064,680

Non compliance with all the provisions of the Income Tax Act could lead to heavy

penalties and interest being imposed on the project by the relevant authorities.

Management explained that there was an oversight especially because the IFMS
did not deduct automatically. The providers in question were still workin g with

FINMAP and the taxes would be recovered from the next payments.

| advised management to ensure that all the provisions of the tax laws were

complied with in order to avoid associated penalties and interest.

ii)  Delayed project activities

My review of the project budget for the year indicated a number of project
activities that were not carried out as planned by the end of the year. These

include the following:
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Code

Activity

Del ayed ac
Budget ( UGX)

Management response

1.1.1.2 Training of users of 55,323,360 | The IMEM was not yet
IMEM finalized and hence training
could not be programmed.
1.2.1.2 Conduct consultative A more comprehensive
stakeholder internal study to analyze the
workshops and current tax system with a
disseminate final 91,310,400 | view towards generating
report analyzing revenue enhancement
national revenue measures for FY 14/15 was
base conducted instead, and a
report has been compiled
and disseminated.

2111 Undertake The procurement process for
consultancy for the 107,424,000 | the consultancy to develop
automation of the the OBT was delayed
system following a decision to fund

and procure the activity
through the mainstream GoU
budget and procurement
modalities respectively

23.1.1 Undertake The review of the GoOU/MTEF
consultancy for the 134,280,000 | was placed on hold pending
review of the further policy guidance by
GoU/MTEF top management on how to

proceed

3.1.1.3 Procure IFMIS audit 1,074,240,000 | The procurement was held

tools and conduct
security related

training

back by the delays in the
finalization of the security
audit and its attendant

recommendations.
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Code

Activity

Del ayed ac
Budget ( UGX)

Management response

3141 Undertake a 174,606,970 | It was resolved that the
consultancy to development of the non-
develop noncurrent current assets module be
assets module of included in a (subsequent)
IFMIS: conduct contract with Oracle for post
related user training IFMS upgrade technical
and change support.
management
sessions

3.15.1 Set up the system 268,560,000 | The activity was put on hold
application: conduct pending the successful
ICT trainings, and upgrade of the IFMS to
procure licenses version 12.

3.1.6.6 Disaster recovery site 18,595,094 | Un-anticipated delays in the
set up and tested procurement process, arising

in large part from delayed
disbursement of funds by
development partners.

41.1.2 Conduct monitoring 27,574,000 | This was due to operational
of implementation of delays in the
RAM, hot and cold commencement of the RAM
reviews training.

4111 Acquire forensic tools 490,226,738 | Un-anticipated delays in the
for the Un procurement process, arising

in large part from delayed
disbursement of funds by
development partners.

41.4.1 Acquire ERA licenses 136,294,200 | Un-anticipated delays in the

for 30 staff

procurement process, arising
in large part from delayed
disbursement of funds by

development partners.
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Code

Activity

Del ayed ac

Budget ( UGX)

Management response

415.1 Conduct training for 14,502,240 | Un-anticipated delays in the
30 internal audit procurement of the
staff software.

4.1.6.1 Conduct hands on 120,852,000 | The activity was re-
training for IA staff programmed to the next FY.
in Quality Assurance

41.7.1 Undertake Quality 120,852,000 | The activity was re-
Assurance reviews programmed to the next FY.
and specialized
training for
supervision and
inspection staff.

5.1.1.2 Conduct pilot of 268,560,000 | None of the bidders were
Alternative Energy identified to have the
Sources for IFMIS in requisite experience and
LGs competence for the activity,

which has now been
postponed to next FY.

5.1.1.8 Conduct post 338,385,600 | Un-anticipated delays in the
implementation processing of the funds for
change management the activity.
sessions at 26 Tier 2
sites +6 Tier 1
rollout undertaken

5.1.1.9 Conduct basic ICT 295,416,000 | Un-anticipated delays in the

trainings for new
users at the IFMIS
LG sites at 26 Tier 2
sites +6 Tier 1

rollout

processing of the funds for

the activity.
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Code

Activity

Del ayed ac
Budget ( UGX)

Management response

5.1.3.1 Engage consultancy 4,748,140,800 | Un-anticipated delays in the
to roll out IFMIS Tier procurement process, arising
2 solutionto 13 LG in large part from delayed
sites disbursement of funds by

development partners.

5.1.4.1 Review the LG Act to 40,284,000 | Un-anticipated delays in the
clarify the procurement process, arising
jurisdiction of in large part from delayed
parliament and the disbursement of funds by
LGPAC development partners.

5.1.4.2 Conduct capacity 67,140,000 | Un-anticipated delays in the
building for procurement process, arising
members of the in large part from delayed
LGPACs and their disbursement of funds by
support staff on development partners.
LGPAC

5.1.4.3a Conduct capacity 123,537,600 | Un-anticipated delays in the

assessment for the
LGPACs targeting
committee members
and support staff,
Design capacity

building programme

procurement process, arising
in large part from delayed
disbursement of funds by

development partners.
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Code

Activity

Del ayed ac
Budget ( UGX)

Management response

5.1.4.3b Conduct capacity 24,170,400 | Un-anticipated delays in the
assessment for processing of the funds for
LGPACs targeting the activity arising in large
Conduct capacity part from delayed
assessment for the disbursement of funds by
LGPACs targeting development partners..
committee members
and support staff,
Design capacity
building programme
(task force)

6.1.2.3A PFM Advisor 241,704,000 | A decision was taken not to
recruited (by 1 Jan proceed until further notice.
2014)

6.1.3.1 Undertake take 107,424,000 | This activity was placed on
consultancy for the hold following a policy
road map for the directive that this activity
integration of would be led (under FINMAP
Accounting and [ll) by the new department
Budgeting systems. of MIS in the Accountant

General's Office (AGO), in
collaboration with NITAU.

6.1.2.2 Acquire and 61,768,800
disseminate IEC There were no related
materials to enhance activities that were initiated
staff capacity and by the component
public awareness on
accountability.

6.1.3.1 Commission studies, 93,996,000
benchmarks and There were no related
reviews of PFM activities that were initiated
implementation by the component

Total 9,245,168,202
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Code

Activity

Del ayed ac
Budget ( UGX)

Management response

3.15.1 Set up the system 268,560,000 | The activity was put on hold
application: conduct pending the successful
ICT trainings, and upgrade of the IFMS to
procure licenses version 12.
3.1.6.6 Disaster recovery site 18,595,094 | Un-anticipated delays in the
set up and tested procurement process, arising
in large part from delayed
disbursement of funds by
development partners.
Conduct monitoring 27,574,000 | This was due to operational
41.1.2 of implementation of delays in the
RAM, hot and cold commencement of the RAM
reviews training.
41.1.1 Acquire forensic tools 490,226,738 | Un-anticipated delays in the
for the Un procurement process, arising
in large part from delayed
disbursement of funds by
development partners.
4.1.4.1 Acquire ERA licenses 136,294,200 | Un-anticipated delays in the
for 30 staff procurement process, arising
in large part from delayed
disbursement of funds by
development partners.
Conduct training for 14,502,240 | Un-anticipated delays in the
4.15.1 30 internal audit procurement of the
staff software.
Conduct hands on 120,852,000 | The activity was re-
4.1.6.1 training for IA staff programmed to the next FY.

in Quality Assurance
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Code

Activity

Del ayed ac
Budget ( UGX)

Management response

41.7.1 Undertake Quality 120,852,000 | The activity was re-
Assurance reviews programmed to the next FY.
and specialized
training for
supervision and
inspection staff.

5.1.1.2 Conduct pilot of 268,560,000 | None of the bidders were
Alternative Energy identified to have the
Sources for IFMIS in requisite experience and
LGs competence for the activity,

which has now been
postponed to next FY.
5.1.1.8 Conduct post 338,385,600 | Un-anticipated delays in the
implementation processing of the funds for
change management the activity.
sessions at 26 Tier 2
sites +6 Tier 1
rollout undertaken

5.1.1.9 Conduct basic ICT 295,416,000 | Un-anticipated delays in the
trainings for new processing of the funds for
users at the IFMIS the activity.

LG sites at 26 Tier 2
sites +6 Tier 1
rollout
5.1.31 Engage consultancy 4,748,140,800 | Un-anticipated delays in the

to roll out IFMIS Tier
2 solutionto 13 LG

sites

procurement process, arising
in large part from delayed
disbursement of funds by

development partners.
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Code

Activity

Del ayed ac
Budget ( UGX)

Management response

5.1.4.1 Review the LG Act to 40,284,000 | Un-anticipated delays in the
clarify the procurement process, arising
jurisdiction of in large part from delayed
parliament and the disbursement of funds by
LGPAC development partners.

5.1.4.2 Conduct capacity 67,140,000 | Un-anticipated delays in the
building for procurement process, arising
members of the in large part from delayed
LGPACs and their disbursement of funds by
support staff on development partners.
LGPAC

5.1.4.3a Conduct capacity 123,537,600 | Un-anticipated delays in the
assessment for the procurement process, arising
LGPACSs targeting in large part from delayed
committee members disbursement of funds by
and support staff, development partners.
Design capacity
building programme

5.1.4.3b Conduct capacity 24,170,400 | Un-anticipated delays in the
assessment for processing of the funds for
LGPACs targeting the activity arising in large
Conduct capacity part from delayed
assessment for the disbursement of funds by
LGPACS targeting development partners..
committee members
and support staff,
Design capacity
building programme
(task force)

6.1.2.3A PFM Advisor 241,704,000 | A decision was taken not to

recruited (by 1 Jan
2014)

proceed until further notice.
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Code

Activity

Del ayed ac
Budget ( UGX)

Management response

6.1.3.1

Undertake take
consultancy for the
road map for the
integration of
Accounting and

Budgeting systems.

107,424,000

This activity was placed on
hold following a policy
directive that this activity
would be led (under FINMAP
) by the new department
of MIS in the Accountant
General's Office (AGO), in
collaboration with NITAU.

6.1.2.2

Acquire and
disseminate IEC
materials to enhance
staff capacity and
public awareness on

accountability.

61,768,800

There were no related
activities that were initiated

by the component

6.1.3.1

Commission studies,
benchmarks and
reviews of PFM

implementation

93,996,000

There were no related
activities that were initiated

by the component

Total

9,245,168,202

Unless project activities are carried out as planned, the

project may not be achieved.

intended purpose of the

| advised management to endeavor to set project milestone and deliverables for

specific periods so as to track project performance and progress.

(b) General Standard of Accounting and Internal Control

A review was carried out on the programme system of financial management and

it was noted that management had instituted adequate controls to manage

programme resources.
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4.16 SIDA SUPPORT TO COMPETITIVENESS INVESTMENT CLIMATE

STRATEGY (CICS) PROJECT

(@) Compliance with the SIDA/GOU Financing Agreement Provisions

and GOU Financial Reqgulations
It was noted that management complied with the covenants contained in the

financing agreement and Government of Uganda Financial Regulations except for

the following instance:

i) Lack of a uthorization to spend UGX.47,010,645

Article 4 Section 5 of the agreement required that funds transferred to Uganda for
purposes of a project and not utilized by 30™ June 2013 shall be repaid to Sweden
within three months of that date. It was noted that out of the balance carried
forward from the previous ( UGX47,010,645) UGX46,176,200 was spent without
seeking for authority/objection from donors contrary to the financing agreement. |
explained to management that this was a deviation that may result in p oor donor

relations in case there is need to engage in other future financing agreements.

Management explained that the funds were already committed towards SIDA 1
CICS Secretariat activities.  After payment of the activities a balance of
UGX834,445 was left on the account which balance will be returned to the

development partners as per the agreement.

| advised the project coordinator to ensure compliance with financing agreement
with regard to authority for retention and expenditure of un -spent balance after

the project closure.

(b) General Standard of Accounting and Internal Control
A review of the following areas was carried out: -

9 Accounting system and policies.

Book keeping.

1
1 Management and control of both bank and cash accounts.
1 Purchases and payments.

1

Fixed assets management.

86



It was noted that management6s contr ol struct
and policies and control procedures were generally adequate to ensure prudent

use of, and accountability in the project.

4.17 RURAL FINANCIAL SERVICES PRO JECT
€) Delayed implementation of field activities

While the annual work plan and budget for the closure period activities was
finalised on 14 June 2013 and approval for the same obtained from IFAD through
a no iobjection notice on 4 July 2013, the program closure activities were
scheduled to have been completed and paid for by 31 December 2013. | noted
that there were some program activities totalling UGX.25,871,247 that were not
fully completed by the end of the year and were therefore carried forward to 2014.
These include external audit costs, vehicle maintenance costs, validation and field

work costs.

The delay in completing project activities had a spill over effect on other closure
activities like the finalisation of program reports. This may have resulted into a
diversion of funds to other uses other than those for which the funds were

approved.

Management explained that almost all programme activities were carried out and
closed off. Those that were not closed off were contractual in nature and were

not settled in time due to the shortcoming in the system.

| advised management to ensure that in future program activities are implemented

on a timely basis.

50 DIRECTORATE OF ETHICS AND INTEGRITY
51 Mischarged Expenditure  -UGX.275 ,372.736

The Parliament of Uganda appropriates funds in accordance with the needs of the

country and this appropriation is implemented through the budget in which funds

are tagged to particular activities and outputs using account codes and MTEF

codes. A revi ew o fpenditires reealedeahattthe entity aharged e x
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5.2

53

wrong expenditure codes to a tune of UGX275,372,736. The practice is contrary to
the intentions of the appropriating authority and leads to incorrect financial

reporting.

The Accounting Officer attributed this to inadequate budget on some codes and
yet work had to proceed. Management also attributed the problem to the de -

linkage between IFMS and output budgeting.

| advised management to undertake realistic budget and whenever necessary
request for reallocations or virements, as provided for under the TAI. | also

advised management to contact the Accountant General to resolve the de-linkage.

Funding gap -UGX.181,598.834

According to the statement of appropriation account based on services voted by
Parliament, the Directorate had budgeted to receive transfers from treasury worth
UGX5,404,295,598 however, UGX5,219,309,500 was received, creating a funding
gap of UGX184,986,098. The shortfall directly affected the settlement of
outstanding commitments of UGX265,071,856 brought forward from the prior

year.

The Accounting Officer explained that the PS/ST had been requested to provide
explanation for the funding gap but no response had been received.
| advised management to continue liaising with Treasury for pu rposes of ensuring

that the appropriated resources are released.

Vacant positions

A review of the Directorate approved structure/establishment indicated that
whereas 59 posts were approved, only 46 had been filled by the year-end leaving
14 vacant posts unfilled. The most affected departments were the information

center and the legal department as indicated in the table below.

Post Tile Approved Filled Vacant Salary

Legal Department
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Commissioner Legal Services 1 0 1 UIE

Legal Officer 2 0 2 U4
Inf ormation Center

Principal Information Scientist 1 0 1 U2
Communications Officer 1 0 1 u3
Information Scientist 3 2 1 U4

Lack of such essential staff may negatively impact on the entity's service delivery.

The Accounting Officer explained that the delay in recruitments was caused by
lack of the Public Service Commission in place, but the requests have now been

submitted to the commission for action.

| advised management to liaise with the responsible authorities and ensure that

the key vacant posts are urgently filled.
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6.0

6.1

6.2

WORKS AND TRANSPORT SECTOR

MINISTRY OF WORKS AND TRANSPORT

Payment of Consolidated allowances - UGX.2.444.859.353

During the year, a total of UGX2,444,859,353 was paid out in gross consolidated
allowances to staff contrary to the r equirements of Public Service Standing Orders.
| noted that there was no authority to pay such allowances on top of salary
already paid. In the circumstances, | could not confirm the regularity of the

guarterly consolidated allowances

In response, the accounting officer explained that payments were effected to

motivate staff since their salaries were considered very low.

| advised the accounting officer to seek authority from ministry of public service or

have if officially regularized.

Mischarge of Ex penditure

Expenditure totaling to UGX48,153,093 was inappropriately charged on budget
lines to fund activities that were not planned and without authority. | explained to
management that mischarge of expenditure translates into misrepresentation of
expenditure balances in the financial statements. The practice is also not in line

with the intentions of the appropriating authority.

In response, the Accounting Officer acknowledged that challenges exist in
matching GoU budgeting principles that are driven by Output Based objectives,
Public Finance Management best practices and generally acceptable accounting

principles.

| advised management to liaise with the Accountant General with a view of
streamlining the budget process and also ensure that sufficient funds are allocated
to key account areas. Should there be need for reallocation, authority for the

virement should be sought before any reallocations are undertaken.
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6.3

Budget Performance

a) Funding Gap
During the review, | noted that the Ministry budgeted to receive

UGX119,061,202,859 out of which a sum of UGX91,677,910,743 was received
translating into a 77% out -turn for the financial year. This left a funding gap of
UGX27,383,292,116. The gap affected the implementation of planned activities

for year as summarized below;

Departments Planned activities not completed

/Directorate

Transport 1 32 bus operator licenses not processed; 10% Bus routes not

. monitored.

Regulation

9 Coordination office for aircraft accident investigations not
established.

1 Capacity of the Air Transport Regulation division to regulate
the aviation not developed.

Transport 1 Procurement of rehabilitation and upgrade of railway wagon
ferry MV Pamba not done;

services and
infrastructure 1 Progress on the upgrade Kampala Kasese railway linedelayed.

9 No progress on the New Ferry to replace Kabalegai Opening
Southern Route.
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Departments

/Directorate

Planned activities not completed

Construction
standards and
quality

assurance

9 reports on materials testing, quality control and research on
construction materials not produced.

Compliance to set engineering standards 49 MDAs not fully
monitored.

Environment and social impact assessment reports on two
Development projects prepared not done;

The National Building Review Board (NBRB) was not appointed
and the secretariat not established.

Contractor fort h e Phase

Palace not fully paid.

outstanding

Procurement of Moisture testing filed equipment and Mobile
Lab testing equipment not done.

Environmental Audits on on-going projects not conducted.

Training of 40 Local Government staff in RAMPS  not
conducted.

District, urban
and
community

access roads

Computerized Vehicle Maintenance management system
(CVMMS) not developed.

85 drivers not tested and certified.

4 supervision vehicles for the Regional Mechanical Workshops
of Bugembe, Mbarara, Gulu, including Chief Mechanical
workshop not procured.

Rehabilitation of selected office blocks and workshop facilities
of Gulu, Mbarara, and Bugembe Regional Mechanical
Workshops not achieved.

Policy,
planning and
support

services

The planned 127 staff were not recruited .

Monitor the 20,000 km of the National Roads network in 72
Districts not accomplished.

Consultant to carry out a study for the establishment of a
Maritime was not achieved,;

Consultant to develop boat building standards not procured.
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6.4

Failure to release the budgeted funds to the Ministry affected implementation of

the planned

run.

activities whi

ch affects

| advised management to ensure that the matter is always followed up during the

year with the Ministry of Finance, Planning and Economic Developmentto ensure

all the budgeted funds are released to the Ministry.

Grounded motor vehicles

Inspection of Works premises revealed that the Ministry had 105 grounded motor

vehicles in different locations. Out of the 105; ten (10) vehicles were in private

locations as shown below;

S/No. | Reg. No Make / Type Location
1 UR0182 140ktober Wheel Loader Bwanda Covent Masaka
2 uG0822wW Caterpillar Wheel Loader Kapchorwa T.C
3 UG790W Mitsubishi Dumper Truck KiraT.C
4 UG791WwW Mitsubishi Dumper Truck KiraT.C
5 UG0805W Sakai Pneumatic Roller KiraT.C
6 UG0836W Bomag Vibro Roller KiraT.C
7 UwWO0865 Bomag Pneumatic Roller KiraT.C
8 Uwo0173 Ford Bitumen Truck KiraT.C
9 UGO0787W Caterpillar Wheel Loader Sunset Garage Mengo
10 UG0035W Nissan Pick Up URRU

| noted that most of the vehicles have been grounded for more than 4 years and

some were in a very bad shape as reflected in the sample pictures taken in the

photographs below;
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6.5

Grounded Vehicle at MELTEE | Other vehicle Parts loaded | A grounded car packed
Mbale on a grounded vehicle at | under a shade of a

Kireka Materials testing building at transport

Licensing Board grounds.

The grounded vehicles continue to deteriorate in their economic value due to
depreciation arising from the long stay without maintenance. In response, the
Accounting Officer explained that vehicles were relocated and lined for boarding
off.

| advised management to expedite the boarding process with a view t o avoiding

further deterioration of the vehicles .

Inspection

As part of the audit, inspection and audit of the Ministry upcountry stations and
other operational areas including the Institutions under the control of the Ministry

were carried out and below are the findings;

a) Mbarara Regional Mechanical Workshop

i. Grounded Tractors
Physical inspection of the mechanical workshop showed that there were three

tractors belonging to different districts as shown in the table and picture below;

Tractor Details Date received in Owner district
workshop

LG000242 Tractor Massey Ferguson  28/07/2010 Rukungiri District

LG0020-21 Tractor Massey Ferguson  04/02/2010 Kisoro District

LG004562 Tractor Massey Ferguson  01/06/2011 Isingiro District

94



The three tractors in the workshop belonging to the 3 districts stated above.

| noted that the tractors have been in the gar age for over three years and their
long stay in the garage could have hampered the work at the districts . Besides,
there was no proper explanation why the tractors were not repaired and taken
back to their respective districts. Some parts of the tractors were found

disjointed.

In response, management explained that the tractors have been in the garage for
over 3 years but this arose from Uganda Road Fund (URF) failure to fund the
Regional Mechanical Workshops (RMWSs). Some repairs have been done but once

the necessary funds are secured, the major repairs will be carried out.

| advised management to expeditiously repair the tractors and have them ta ken

back to the respective districts for use.

il. Office sharing

| noted that the Mbarara Mechanical Workshop regional offices were housed in
two office blocks that belong to Ministry of Works. The block has four office rooms
of which two are occupied by Ministry of works and the other two by Ministry of
Local Government. The lower office block has 12 office rooms. 5 rooms were
occupied by Ministry of works; Diary Development Authority occupied 4 rooms

while Ministry of Agriculture occupied 3 office rooms. The following was noted,;

I There was no evidence of Memorandum of Understanding or tenancy
agreements signed between the Ministry of Works and other Government
Agencies/ Ministries. | could therefore not get the terms and conditions of

occupancy which translates into loss of NTR to Government.
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1 It was not clear how other services in the blocks such as power, water,
security, office cleaning and compound maintenance were handled among the
occupants.

1 Interview with Workshop management showed that the building w as renovated
by the Ministry of Local Government under un-clear terms. | could not establish
how much was paid for the service and under what terms the Ministry of Local

Government did the repairs.

In the circumstances, | could not rule out the possibili ty of loss of revenue.

In response, the Accounting officer explained that the arrangement of sharing
between MAAIF, MoLG and MoWT has been in place since 1989The Ministry is
formalizing the relationship with the two entities through a memorandum of
understanding. This will cover extensively on sharing and payment of power,

water, security, office cleaning and compound maintenance.

| advised the accounting officer to ensure the terms of occupancy are clearly
defined. Management was also advised to expedte the MoU arrangements

streamlining use of government structure.

b) East African Civil Aviation Academy

i The Academy Legal Status
The East African Civil Aviation Academy (EACAA) is a centre of excellence in

aviation training for the region that was revived by the East African community
whose awards are recognized by the education regulations all over the world.
EACAA was established in September 1971 as the East Africa Civil Aviation Flying
School of excellence under the Directorate of Civil Aviation (DCA) of the East
African Community (EAC), with Government of Uganda, EAC and the United
Nations Development Programme and the International Civil Aviation Organization
UNDP/ICAO as the main contributors. While GoU upgraded the Soroti Airfield
runway from grass surface to asphalt, EAC financed the construction of the school
buildings, staff housing and navigation facilities as well as providing the

administration staff and some technical personnel like counterpart instructors, Air
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traffic controllers and Meteorologists. East African Airways provided the bulk of

counterpart flying and engineering instructors.

During the audit, it was observed that the Institution operates more like a
department under MoWT, headed by a director who reports to the Permanent
Secretalty. | noted there was no legal framework that supports the operations of

the Academy under Ministry of Works.

The academy did not produce final accounts. | noted that there is no reporting
frame work/basis that is well defined for independent preparation of final accounts
as the legal frame work is no clear. In the circumstances, | could not appraise fully

the operational results of the Academy.

In response; the Accounting Officer explained that the Ministry is discussing with
Public Service to operationalize the Academy operations and its possibilities of

becoming autonomous.

The outcome of the above commitment is awaited.

i. Staffing gaps

A review of the Academy staffing structure as at 1% November 2014 revealed that
the Academy had 76 approved positions. However, out of the approved posts, only
54 (71%) positions were filled leaving 22 posts (29%) not filled. Specifically, |

noted the following issues under the two departments.

iii. Flying School Department
The three top most positions of Chief Flying Instr uctor, Principal Flying Instructor

and the Senior Flying Instructor were not filled which puts the operations of the

school at risk of failing to achieve its mandate.

V. Works and Estates Section
The Position of Senior Assistant Engineering Officer (Civil) was not filled. The
unfilled post is too critical thatagap coul d have negati ve

service delivery.

97

ef fects



In response, management explained that the existence of vacancies in the
technical posts was mainly due to challenges in attracting suitable candidates
owing to the poor remuneration offered by the Academy compared to the market.

The low salary was also a cause for the high turnover however effective 1% July
2014, the salaries of the technical staff were enhanced and a new salary structure

for the technical staff of the academy was issued.

| advised management to continue following up the matter with the relevant
authorities to ensure the posts are filled for improved service delivery as the legal

status of the academy is being resolved.

V. Grounded aeroplanes

Inspection of the aeroplanes revealed that out of eight aeroplanes that the
academy had only two (5X-UAN and 5x LWB were operational. The other six were

grounded as shown as in the table below;

SIN Registration number Reason fo r being grounded.

1 S5X-ELG Engine overhaul.

2 5XT1CEA Engine overhaul

3 5X-UWD Major Frame overhaul.

4 5X1VIC Accident that damaged the tail part
5 5X-KYO Engine problem and propeller.

6 5X-SRI As a result of getting an accident.

| explained to management that the grounded aeroplanes negatively impact on
the operations of the Academy. There is a risk that if maintenance of these planes

is not given priority assets may deteriorate further.

| advised management to plan and have all the aeroplanes repaired so that they

are put back to use.

C) Gulu Regional Mechanical Work Shop
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The following was noted during the inspection of the workshop;

i Shared offices and Workshop Yard between Gulu Regional

Mechanical Workshop and UNRA - Gulu Station
During the review, | noted that the Gulu regional mechanical office premises are

shared by both Gulu Regional Mechanical Workshop and UNRAGulu Station and

the following anomalies were noted;

1  There was no evidence of Memorandum of understanding signed between the
two entities for co -existence in the same premises.

1 Although the two entities each had its own water meters and electricity
meters, the service bay and the parking yard were still shared. | explained to
management that the shared service bay could cause inconvenience in case
both entities have repair works at the same time.

i Both of the two entitiesd6 grounded
parking yard with no demarcations and as a result the park yard space was
getting congested.

1 It was not clear as to which entity was responsible for maintenance of the

shared parking yard and the security of the premises.

| explained to management that there is a possibility of duplicate payments for the

same servicesleading to loss of Government funds.

In response, management explained that a draft Memorandum of Understanding
to clear the misunderstanding was prepared and forwarded to Solicitor General for

advised.

The outcome of management effort is awaited.

d) Kireka Division of Materials Testing And Res earch

The Division of Materials Testing and research falls under the department of

Construction Standards and Quality Management in the Directorate of Engineering

and Works, in the Ministry. The division is mandated to provide technical

(engineering) services to the entire Construction Industry in the Country; through

among others testing of construction materials to ascertain their suitability and
99
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compliance to standards, offering advisory services on quality of construction
materials, and conducting research on construction materials and technologies.

Inspection of the division premises revealed the following;

i Inadequate Funding
During the year, the division had budget estimates of UGX4,275,651,000 for both

wages and non- wages, however, a review ofthe Mi ni strydés performance
showed that UGX2,805,233,000 (66%) was spent on wages and official activities
of the Division. Funds totalling to UGX1,470,418,000 were not released to the
division hence crippling the activities of the division. | noted that this affected
mainly monitoring and development of policies, guidelines and strategies. |
explained to management that in view of the growing construction industry in
Uganda, there is need for increased monitoring and development of standard

guidelines/policies to enhance quality of construction materials.

In response, the accounting officer explained that during the year, the budget was
partially funded by MOFPED and recurrent activities were therefore scaled down to

fit within the funds released.

| advised the Accounting Officer to liaise with Ministry of Finance Planning and
Economic Development and ensure funds releases are improved to allow the entity

to enforce monitoring for enhanced quality of standards.

ii. Staffing Gaps

At the time of inspection (December 2014), the division had 46 (68%) vacancies
filled and 25 (32%) unfilled against the approved establishment of the division of
70 vacancies. | noted that some of the unfilled vacancies were senior positions
that included the two Principal Engineers. | explained to management that staffing
gaps of this magnitude impacts negatively on the operations and activities of the

Ministry. There is a risk that the Unit could fail to attain its mandate.

In response, management explained that all the posts were cleared by Ministry of

Public Service for filling; and the vacant posts were finally advertised.
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Management anticipates that in 2015 the ten (10) Civil Engineerswill be recruited

and absorbed in the division.

I await the out conmemibnentmanagementds ¢

iil. Lack of Essential Laboratory Facilities/Equipment

| noted that at the division, vital equipment and chemicals were lacking for its
effective laboratory and field operations. Interview with management showed that
the unavailable equipment and chemicals included;

Set of drilling rig for geotechnical investigations;

Digital steel testing equipment for testing steel products;

Geo- physical soil testing equipment for foundation soil investigations;
Assorted structural integrity testing equipment (no n i destructive tests)

Road pavement condition survey equipment and

= =4 4 -4 - -

Assorted chemical reagents.

| explained to management that lack of essential equipment and chemicals is a

serious hindrance to the attainment of the Ministry mandate and its objectives.

In response, management explained that the procurement of essential laboratory
equipment and chemicals is always limited by lack of adequate funds in the
budget. Once the funds are available, the position will improve. O ther possible
means of re-tooling the laboratories is being pursued e.g. through support from

Development Partner.

| advised management to take up the matter with Ministry of Finance for adequate
funding so as to purchase the necessary equipment and chemicals. | urge

management to continue pursuing the development partners for funding.

iv. Inadeguate transport equipment

The division has got six upcountry laboratories at Arua, Gulu, Mbale, Jinja,
Mbarara, and Fort portal. However, inspection of the four (4) available vehicles
allocated to the division showed that only one pickup was in fair running condition

while the others were constantly breaking down and grounded. | explained to
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management that inadequate transport could affect execution of field activities of

the division.

In response, the accounting officer explained that the Ministry acquired new
Vehicles from which one was allocated to the Department and indicated that the

process of rationalizing the usage of the available fleet of Vehicles is on-going.

| await the outcome of the a bove commitment.

V. Lack of Monitoring _and Supervision from the Ministry Head

quarter
During the review, | noted that the Division hardly receives any team from head

Office to carry out supervision and monitoring of the division activities. | explained
to management that frequent monitoring and supervision of the activities carried

out at the division would enhance productivity of the division.

In response, the accounting officer explained that monitoring and supervision
mechanisms have been put in place to ensure proper coordination of all activities
in the Ministry which include holding regular meetings, reporting, and spot

checking of departmental activities and operations.

| advised management to implement the supervision and monitoring mechanisms

put in place for effective service delivery.

Vi. Laboratory equipment not labeled
Physical inspection of the division laboratories revealed that the chemical

containers and laboratory apparatus and equipment were not labelled for quick
identification, safe custody and to avoid a mix up of materials. There is a risk of
using a wrong chemical on an experiment that could easily produce inaccurate and
unproductive test results. Besides, the equipment may easily get lost through
theft.

In their response, management explained that all laboratory equipment have serial

numbers and the equipment details are usually recorded and kept as part of the

storeds records at the time of receipt/acqui
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have labels on their containers for ease of identification. However management
acknowledged that uniqgue marking of the laboratory facilities would reinforce the

record keeping system which is hoped to be undertaken when funds are secured.

| await the outcome of managementds commit men

e) Inspe ction of Okokorio And Agule Ferry Landing Sites on Lake

Bisina

Okokorio and Agule Ferry Landing sites are located on Lake Bisina in Katakwi and
in Kumi Districts respectively. MOWT contracted two (2) Local companies to
construct the Landing sites. A consutant was also procured to supervise the

construction of both sites on behalf of the Ministry.

The funding for the above works was from the Pr i me Mi ni ster és office
| ast year 6s audit; it was noted thatE whil e t
(Ministry or Works and Transport) at a cost of Euros.1,502,000 and a consultant
engaged, the construction works for the landing sites and approach roads had not
commenced by end of the year and this resulted in UGX5,245,466,352 to lie idle

on the deposit account.

During the financial year under review; a total of UGX2,844,237,389 was paid for
the construction of landing sites and UGX2,401,228,963 was committed awaiting

the consultants advise. Below is a summary of inspection findings;

f) Inspection of Okokorio ferry landing site - Katakwi district

The contract price for the construction works was agreed at UGX2,230,878,835.
The contract commencement date was 3 April 2013 and at the close of the
Financial Year the Ministry had paid three (3) Interim Payment Certificates
totalling to UGX1,094,248,185. During inspection of the landing site on the 17 " of
October, 2014 | noted the following;

(i)  The project was behind schedule as the scheduled completion date had been
set for 2" January 2014. There was no evidence that the liquidated
damages was being charged.
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(i)  The contract conditions require that the site Engineer prepares the Site Diary
which details the dairy activities carried out on the site. The site Diary is
signed by the Site Engineer and is certified by the Resident Engineer who is
a permanent representative of the Ministry of Works and Transport on Site.
However, | noted that the hard copy of the site Diary that is required to be
certified by the Resident Engineer was not prepared. This short coming
raised doubt on the Interim Payment Certificates (IPC) that were raised by

the Resident Engineer and eventually paid by the Ministry.

(i) The Consulting firm that is responsible for supervision of the construction did

not have a permanent staff on site.

(iv) The site Engineer confirmed that whenever he comes up with technical
challenges or technical issues to consult, he rings the Resident Engineer who
is based in Kampala and who sends the Clerk of Works that issue out
instructions to the site Engineer on site. The Clerk of Works last issued
instructions to the Site Engineer on the 6™ October, 2014 a sign of

inadequate supervision

There is a risk that the contractor could do shoddy work due to inadequate
supervision and works may be delayed. Delayed works come with challenges that

range from increased costs and supervision

In response, management explained that the delay was due to flooding in the
project area which necessitated the review of the design to cater for low and high

level docking. These are compensation events which will be evaluated when the
final account is prepared and if found necessary liquidated damages will be
charged. Management further explained that the poor performance of the

consultant led to shoddy works and accordingly the Ministry has withheld payment
to the consultant pending further evaluation . The Ministry instructed the contractor
to correct defects at his own cost. Management has also constituted an in-house

team to complete the works.
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| advised management to increase its supervision role and ensure that the defects

are corrected within the agreed timelines.

Q) Inspection of the landing site - General findings :

i. The Docking area
Inspection of the docking areas showed that the activity was coming to a

completion except for the access road to the docking area that was not yet

completed as per the picture below:

Incomplete access road to the docking area

The construction of the ferry has delayed.

In response, management explained that the Ministry team has been constituted
to complete the outstanding works and the assembling of the ferry has already

been directed to begin at the Site.

| urged management to monitor the construction works closely and ensure the

works are concluded.

ii. Poorly constructed sideways of access ro ad to the docking area

The sideways of the access road to the docking area were not dug to the bed of
the Lake. The work was on-going and the sideways were being supported by the
installed Gabions. There is a possibility that the Access road will be washedaway.

See the pictures below;
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Incomplete parking yard above. The
parking yard should be covered with
stabilized Mar rum

Completed passengers shade.

In response, management explained that the contractor has been instructed to
correct all the observed defects. On the issue of covering the parking area, the
Ministry has put in place the team to complete outstanding works which will
include laying of pavers on the stabilized surface, fencing of the area, gabion

works and handrails. The outcome of the above commitment is awaited.

iii. Failure to _implement the original plan of the Okokorio ferry

landing site
Review of the plan of the Okokorio Ferry Landing site showed that some activities

included in the original plan were excluded from the contract. These included; the
servant soé qu arthe ddnsnistrators Blatle and the Water treatment
Plant which were all not built. | explained to management in case the above
essential activities are not done, this will affect operations of the ferry services in

future.

In response, management explained that at the time of contract packaging, the
items were found non-essential and were not included in the Bills of Quantities.
However the passenger shade has beenre-modelled to include an office as well as
residence. Furthermore; it was explained that rain water harvesting facility was

put in place to provide adequate water for domestic use.
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| advised Management to revisit the contract and ensure that the activit ies agreed

on be undertaken.

h) Inspection of Agule Ferry Landing Site on Lake Bisina in Kumi
district

The MOWT contracted a Local company to construct Agule Ferry Landing site at a
contract price of UGX1,653,530,183. The contract commencement date was 1%
Sept.2012 and the planned completion date was set for 31* May 2013. At the
close of the Financial year, the Ministry had paid five (5) Interim Payment
Certificates totaling to UGX1,452,564,020.The Landing site was inspected on 17"
Oct, 2014 and below are the findings;

(i)  The contractor is behind schedule by more than 2 years and at the time of

audit; there was no evidence that liquidated damages were being charged.

(i)  The construction procedures and guidelines require that the site Engineer
should prepare the Site Diary which details the dairy activities carried out on
site. The site Diary is signed by the Site Engineer and is certified by the
Resident Engineer who is a permanent representative of the Ministry on Site.
However, the Site Manager never had a copy of the site Diary that should
have been certified by the Resident Engineer. He claimed it was with the
Site Engineer who was not at the site. This short coming raised doubt on the
Interim Payment Certificates (IPC) that were raised by the Resident Engineer

and eventually paid by the Ministry.

(i) A review of the Visitors book and interview with the Site Manager revealed
that the Resident Engineer representing the consultant last visited the Site
on 02" November 2013, in the presence of an Engineer representing the
Ministry of Works. There was no evidence that the contract for the
supervising consultant was terminated. There is a risk that the resident
engineer could have abandoned the site and hence shoddy work could easily

go undetected and the contractor paid all his dues.



In response, management acknowledged that the project was behind schedule
mainly due to flooding in the project area which necessitated the review of the

design to cater for low and high level docking. These are compensation events
which will be evaluated when the final account is prepared and if found necessary,
liguidated damages will be charged. Management admitted that the performance
of a Consultant was not satisfactory and stated that the Ministry has withheld
payment to the consultant pending further evaluation. An in-house team to

complete the works has now been constituted.

I await the outcome of managementds commit me

i) Inspection of the landing site - General Findings:

i Lack of a sign post

The Contractor has not yet installed a sign post as evidence that it is the company
constructing the site, and indicating that the Consulting firm and the Ministry are

funding the construction.

ii. Lack of an office at the construction site

The contractor does not have an office at th e site.

iii. Completed Docking Area

Inside view of the completed passenger shade. | Completed six stances latrine
The inside part of the passenger shade was | The six stance latrine was completed but
completed but seats in the middle of the | lacked the handles along the carriage

shade were not constructed. way to the latrine.
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6.6

Incomplete parking yard.

The parking yard is supposed to be
covered with stabilized mar rum that is

not yet done

In response management explained that the seats in the middle of the shade and
the handles along the carriage way will be fixed as extra works.
| advised management to ensure the remaining works is completed to ensure

safety of passengers.

iv. Failure to implement the original plan of the ferry landing site .
A review of the plan of the Agule Ferry Landing site showed that some activities

included in the original Plan were excluded from the Contract. These included the
servantsoé (u arthe ddnsnistratiors Blatle and the Water treatment
Plant that had not been constructed. There is a risk that the essential activities not

undertaken may affect operations of the ferry services when it begins operations.

In response, management explained that at the time of contract packaging, the
items were found non-essential and were not included in the Bills of Quantities.
However the passenger shade has been re-modelled to include an office as well as
residence. Furthermore; rain water harvesting facility was put in place to provide

adequate water for domestic use.

| advised management to ensure all the above issues are handled to avoid ferry

service interruptions.

Transport Licensing Board (TLB) Operations

a) Review of Performance - In land water Transport Vessels
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One of the functions of the transport licensing Board (TLB) is to carry out
Inspection and licensing of Inland Water Transport Vessels under the Inland Water
Control Act (1939) and to conduct periodic Inland Water Transport Vessel
inspection and licensing at the various landing sites on the lakes and navigable
sections of River Nile. A review of this function showed that a smaller number of
vessels were licensed compared to the available operating vessels during the year
which translates into failure to collect revenue from the operating vessels. There
was no evidence that all the vessels were licensed as there was no data base for

all the operating vessels.

There is a possibility that unworthy vessels may continue plying water routes

endangering the lives and properties of sailors.

In response, management explained that the number of vessels inspected and
licensed was lower than those plying different inland waterways. This has been

caused by a number of factors listed below;

1 Capacity gaps due to ceiling of required personnel; the Ministry has engaged
Ministry of Public Service to address the gap during the restructuring exercise.

i The e-Tax platform is not very convenient for boat owners to pay for their
licences. Most landing sites where these boats are found have no banking
facilities or reliable internet.

T Most of these landing sites are remote areas with poor network coverage

which makes it hard to use the e -tax platform.

Management further explained that though enforcement by use of patrol is

sometimes insufficient; this option will be improved through coordination.

| advised management to ensure all the functions of the TLB are implemented.

b) Limited Storage Space for Important Data

Traffic and Road Safety Act section 71 (2) requires that; the Board shall furnish to

the Minister once in every year a list of rou tes and packages of routes covering the

whole of Uganda, selected and assembled so as to provide transport services to

meet reasonable passenger demand and which will be reasonably efficient and
11C



economic either as listed singly or otherwise for both large and small prospective
operators. However during the review, | noted that the Board has data relating to

statistics for granted routes for buses that is manually stored and bulky but has
got limited storage space. | explained to management that there is a p ossibility of
data getting misplaced and or mixed up causing unnecessary delays in retrieving

of data needed for operations.

In their response, management acknowledged that most data on granted routes
for buses is still manually kept but indicated the Min istry will initiate a procurement
for a consultant to design a software package that stores all these records
including records for all Passenger Vehicles Inspected and Licensed. Procurement
of computers to be used by this software is in advanced stages. The Ministry has
also put in place a Transport Data Management System to store all the data for

the sector.

I await the outcome of management s commit men

c) Lack of adequate Office space for Operations

Physical inspection of the TLB offices showed that the Board has limited space
compared to the nature of operations that requires attending to the general public
most of the time. | noted that the Board has various sections each carrying out a
specific activity however; there is limited space for operations such as inspection
of long vehicles like Buses. Below is a picture of clients waiting to be served and

TLB offices clearly reflecting the shortage of space.

TLB clients waiting outside due to limited Main Block Ofice at TLB which

space inside the assessment office accommodates office of the Secretary to

the Board, Accounts Section, and the

reception.
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