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OVERVIEW

1.1

111

112

1.13

This Volume contains summarized reports of 10 Value for Money (VFM audits detailing
findings, conclusions and recommendations made for each of the VFM studies. The
detailed reports have been separately issued and copies are on the website

(www.0ag.go.ug) and can also be availed upon request from the Office of the Auditor

General.

MANDATE
The 1995 Constitution of the Republic of Uganda and the National Audit Act, 2008
require the Auditor General to undertake Financial and Value for Money Audits and

report to Parliament as set out below:
The Constitutional provisions are as follows: -
Article 163 (3) of the Constitution requires the Auditor Gene ral 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 corporation or

other bodies or organizations established by an Act of Parliament; and

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

involving public funds.

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

report of the a ccounts audited by him or her or under clause (3) of this article.

The National Audit Act, 2008 (NAA)

The NAA under section 21 gives powers to the Auditor General to carry out Value for
Money audits for purposes of establishing economy, efficiency and effectiveness of the
operations of any department or Ministry, Local Government Councils and any Public

organization.


http://www.oag.go.ug/

1.2 VISION. MISSION AND CORE VALUES:

1.2.1 Vision
The vision of the office of the Auditor Generalis A To be an Effective and
Supreme Audit Institution (SAIl) in promoting public Accountability in the

use of Resources in the enhancement of good gc¢

1.2.2 Mission
The mission of the office of the Auditor General is i To awudi t and report
Public and there be make an effective contr ibution in improving public

accountabilityo.

1.2.3 Core Values
The office of the Auditor General is run on three (3) specific core values which
motivate and guide staff in their endeavours to achieve the vision and mission of the

office. These core values are:-

e Integrity
¢  Obijectivity and

¢ Professional Competence

13 SCOPE OF AUDITOR GENERALG6S WORM AUDITRELATI ON T

1.3.1 The Audit

A VFM audit is an examination which provides an objective and constructive
assessment of the extent to which the audited body has used its resources in carrying
out its responsibilities with due regard to economy, efficiency and effectiveness. VFM
audits endeavour to evaluate if activities, programmes or projects involving public
funds in Ministries, departments, local government councils and any public
organizations have been managed with respect to those criteria of economy, efficiency
and effectiveness and the extent to which they might have not been met. Economy,

efficiency and effectiveness can be defined as follows:-

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

appropriate quality.
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o Efficiency 1 The relationship between the outputs, in terms of goods, services
and results, and the resources used to produce them.
o Effectiveness 1 The extent to which objectives are achieved and the relationship

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

Value for Money audits are conducted in accordance with International Organization of
Supreme Audit Institutions (INTOSAI) standards. Those standards require that a
performance audit should be planned, conducted and reported on in a manner, which
ensures that an audit of high quality is carried out in an economic, efficient and

effective way and in a timely manner.

In carrying out such an audit, the auditor takes an in -depth look at the way a particular
Ministry, Project or Public Institution has planned the task undertaken and whether

good management practices and sound judgment were applied.

A VFM audit attempts to determine if the in itial objectives set at the beginning of an
undertaking were achieved. As a consequence of that, it is deduced as to whether due
regard for efficiency, effectiveness and economy is present and recommendations for

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

KEY ISSUES IN THIS VOLUME

Requlation of Medicines in Uganda by National Drug Authority (NDA)

The main findings of the study we re:

@) Legal Mandate:

e NDA has not gazetted guidelines into statutory instruments as required by

law. This impairs the ability of the authority to execute its mandate.

(b) Licensing Drug Outlets:

e NDA was unable to issue licences to all drug outlets by 31* January of each
year as required by the law. This encourages illegal operators of drug
outlets and poses a risk of exposing the people to sub-standard drugs on

the market.



(€)

(d)

(€)

(f)

e NDA has not publicised licensed drug outlets. This limits access to vital
information by the public as to the legal drug outlets from where consumers

would confidently buy medicine with ease.

e NDA did not close unlicensed drug outlets after 31* January each year as
required by the Act. This encourages the prevalence of illegal operators,
and impars NDA6s objective of ensuring that q

medicines are availed to the public.

Assessment/Evaluation, Reqistration and Updating the NationalDrug Reqister:

o NDA delaysthe evaluation of dossiers. This may in turn reduce competition
and result in increased prices and reduce the variety of essential medicines

on the market.

o NDAwas not updating the National Drug Register on a monthly basis which

may result into entry of unregistered /unauthorized drugs in the country.

Drug Testing and Analysis:

e NDA does not release all the test results in 2 weeks from the time samples
are submitted. This may impair timely decision-making and lead to

dissatisfaction by clients.

e NDA did not test traditional/herbal medicines for the period under review.

This may expose the public to sub-standard traditional/herbal medicines.

Drug Inspection:

e All drug consignments entering the country were not inspected within a day
as required which may impair the image of NDA, compromise objectivity

and delay critically needed drugs which may put the lives of people at risk.

Dissemination of drug information:

e NDA had not completed statutory instruments for regulating the
advertisement of pharmaceutical products. The public is exposed to the risk

of getting misleading information about the drugs on the market .



e NDA has not been vigilant in sensitizing the public on the rational use of
drugs. Failure to provide vital information on drug use exposes the public to

harmful effects of drug and substance abuse.

(9) Monitoring and Control:

e Apart from conventional western medicines, NDA does not approve all drug
adverts and promotional materials. This has the potential of exposing the
public to misleading information on drugs as evidenced by illegal adverts in

the print and electronic media and the hawking of drugs.

e Adverse Drug Reaction (ADR) forms were not collected from health centres
on a monthly basis, implying that cases of adverse drug reactions cannot be
reported and followed up in time. This impairs timely reporting of ADR
cases and affects proper management and timely corrective measures, thus
risking the lives of the people.
e NDA was does not making timely feedback on ADR to international
agencies, which in turn limits the information on the VigiFlow to enable
proper decision making on drugs which i mpai r s NDAGoper r ol e
identification of the signals necessary for evidenced based regulatory

decisions.

1.4.2 Procurement System in Local Governments -A Case Study Of Seven
Districts

The main findings of the study were:-

(a) Procurement Planning

e Of the 109 sampled procurements in the 7 districts visited, 49% of all the
procurements amounting to Ug Shs.5,563,674,878 were done without
carrying out needs assessments. As a result the projects did not serve the
intended purpose.

e Twenty four (24%) of the sampled procurements amounting to Ug
Shs2,750,194,317 were made outside the procurement plans which led to

users missing on the benefits expected from prioritized procurements.
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(b) Procurement requisition- Confirmation of Funds

e Over 28.6% amounting to Shs.3,254,945,111 of the sampled procurements
were entered into without confirmation of funds and this led to

uncompleted projects.

(©) Bidding Procedures

e Procurement and Disposal Entities (PDEs) were evaluating limited numbers
of bidders averaging one (1) per subject of procurement, which limited
competition.

e Not all procurement records were maintained by the PDUs to enable
inspection by competent authorities; providing a possibility for manipulation
of the process.

¢ Ninety five percent (95%) of the districts clearly had spelt out Specifications
of Requirements (SORSs) in their bidding documents but these were not
reflected in the quality of procured goods, works and services.

¢ Apac and Moroto districts made direct procurements amounting to Ug Shs.
350,365,757 using the direct procurement method in disregard of
exceptional circumstances. As a result some of the projects stalled because

lack of capacity by contractors who were not competitively selected.

(d) Contract award; Approvals by Solicitor General

e All sampled districts sought the Solici t or General 6s approval
above the threshold of Shs.50,000,000 with the exception of Mukono
contracts amounting to Shs.2,483,244,097. This exposes the district to the

risk of unfavorable terms or possible litigation.

(e) Contract Management

e Not all the 109 sampled Procurement contracts worth Ug Shs11.4 billion
were being monitored by the Procurement and Disposal Units (PDUSs). This
may have compromised the quality of the works and services that was
executed.

e Constituting district contracts committees was delayed for periods ranging
from six to twenty four months. As a result contracts were not awarded in

time, funds remained idle affecting delivery of services.

6
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Functionality of Land Management Institutions in Uganda

The main findings of the study were:-

(@)

(b)

Constitution Of District Land Boards and Area Land Committees

It was noted that DLBs had been constituted with the exception of Mukono
and Moroto districts. However, there were delays ranging between 8-18
months to constitute new Boards after the expiry of the old Boards due to
failure by districts to adhere to appointing guidelines. This led to delays in
the processing of land transactions and clearance of backlogs.

It was also observed that although ALG had been constituted, the
members were not given formal appointment letters by District Councils
because of fear to commit the district meagre resources. This affected their
morale to work leaving members vulnerable to being compromised by the
clients; and the decisions the Committee members made without

appointment letters may be challenged in the Courts of law.

Budgeting And Funding

It was noted that not all the budgeted funds were released by the Ministry

of Finance, Planning and Economic Development (MOFPED})o the Ministry
and ULC

The Ministry, UL C a nah audade Geseived only 79.5%, 87% and
80% respectively of their budgeted amount which affected the
implementation of their annual planned activities.

It was also noted that DLBs were not preparing annual and quarterly w ork
plans as required by the existing guidelines. Without work plans, DLBs
lacked a guiding tool to effectively implement their activities.

It was further established that District Councils (DG) did not determine the
remunerations to be paid to the members of ALCs, and neither did Sub
Counties/Divisions indicate preparedness to assist in the funding of the
Committee activities. The absence of facilitation left members vulnerable to

compromise by the clients.



(€)

(d)

Staffin

It was noted that the DLM had no't filled all the positions in the approved
structure and this had created work related pressure on the existing staff
and delays the processing of land transactions.

The Commission did not have an approved structure from the MOPS and
this has delayed the appointment of requisite staff like Rating Officers,
Valuers and Land Officers; which has negatively impacted on the operations
of the Commission.

Audit noted that 87% of the DLOs in the twenty three (23) districts visited
had more than one position of technical officers vacant. The districts were
therefore seeking services of staff from other neighbouring districts, which

slowed down the processing of land transactions leading to delays.

Administrative Functions

It was noted that although several draf ts of the NLP had been prepared,
there was no final NLP. Without a NLP in place, management of land by
various land management institutions and the processing of land
transactions remains unguided and uncoordinated, leading to the challenges
currently affecting the land sector.

Not all the planned 2462 ALC and DLB members were inducted. Similarly,
not all the planned 2,232 ALC and DLB members were trained. Members
who are not inducted and trained are prone to making mistakes while
executing their work.

It was noted that 65,400 copies of sensitization booklets were not printed.
Records availed for verification to show how the printed 14,600 copies of
the booklets were distributed to the Public did not indicate the quantity of
materials distributed. Therefore, the public remained un-sensitized about
land matters.

Fifty three (53) visits out of the planned 110 monitoring visits were not
conducted. Without monitoring, the Ministry could not get sufficient
information about what was happening in the lower land ma nagement

institutions.
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Although Section 41 (1 & 2) of the Land Act CAP 227 requires the
establishment of the Land Fund to be managed by ULC, the Fund has never
been established; and this has affected the execution of the Commission®

obligations as specified by the Land Act.

It was noted that the Commission was not regularly updating the
Government Land Register; and as such, the Commission could not give a
clear account/position of Government land.

There was no evidence availed to show that the Commission carried out the

planned land inventory exercises. Without land inventory exercises, the

Commission cannot regularly update the Government Land Register.

It was noted that the Commission was not processing the Government Land
Titles as planned; yet Government cannot legally claim ownership of its land
without titles. This may lead to loss of Government land to unscrupulous

persons.

It was noted that the Commission was not paying property rates to
qualifying Urban Councils on schedule, leading to the accumulation of
domestic arrears. Nonrpayment of property rates by ULC could lead to

litigation.

Audit noted a progressive improvement in the collection of NTR by the
Commission; which could further be improved upon if the Commission

streamlined the billing system.

Acquisition Of Land Titles And Conversion Of Land Tenure Systems
e It was noted that no certificates of customary ownership had ever been

issued or acquired by the customary land owners. Failure to acquire
customary certificates affects the identification of bonafide owners which
may increase incidences of land ownership wrangles.

e Audit also noted that there are delays in the process of land titling and
conversion from one tenure system to the other. The delays have created
public dissatisfaction, which has encouraged applicants to resort to use of
middlemen who ask for exorbitant payments and sometimes end up

cheating them.
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Management of the Farm Income Enhancement and Forest Conservation
Project by Ministry Of Water and Environment, and The Mi nistry Of

Adgriculture, Animal Industry and Fisheries

The main findings of the study were:-

(@)

(b)

(©)

(d)

Project feasibility Study and Design

Feasibility study reports were not prepared. Feasibility studies could have
identified critical success factors, risks and possible solutions. Risks like land
ownership, high land preparation and maintenance costs were not identified

and therefore no mitigation measures were put in place. This has led to the

majority of the rural poor not participating in tree planting.

Targeted Beneficiaries

The rural poor were participating and benefiting from apiculture whereas in
tree planting and community watershed management sub-components, it
was mostly the well to do who were participating in the project. This may
render the project unable to fully achieve its objective of improving the

incomes and livelihood of the rural poor.

Planning

Although districts prepared Annual Work plans and Budgets (AWP&BS in
line with the indicative planning figures , there was an average delay in their
preparation by two and a half (2%2) months . This affects the timely
implementation of activities.

The AWP&Bs were not prepared by Sub-counties themselves, but by the
districts on their behalf. The minimal involvement of the sub-county
technical committee in the planning process of the project affects proper

identification of sub county priority needs.

The Project Implementation Units (PIUs) and National Project Coordination
Unit (NPCU) consolidated the AWP&Bs but the dates of their submission

could not be ascertained.

Project Grant and Loan Performance

The project had received loans and grants totalling Ug Shs 57 billion (UA
20,439,560) out of the expected Ug Shs 111 billion, representing 51%

10



(e)

(f)

(9

(h)

performance by Project Year (PY) 4. The rate of grant and loan
performance of the project if not addressed may lead to poor overall project
performance and the targeted results not being attained by 31 st December
2012.

Counterpart Funding

By June 2010, GoU had remitted only Ug Shs 2.8 billion of the expected
disbursement of Ug Shs 12 billion by PY4 representing 24% performance
level. This remittance however does not include salaries to designated
officers. Failure by GoU to remit counterpart funds as expected created a
funding gap leading to over reliance on donor funds to finance project
activities.

Beneficiaries of treadle pumps did not contribute any money towards the

procurement and therefore did not benefit from Small Scale Irrigation.

Release and Utilization of Funds

Funds were not released to the project as per approved AWPBsdue to the
delayed accountability and low funds absorption rates by the project.

Despite the low levels of release of funds, even what was availed was not
fully utilized by the year end and may affect the attainment of intended

project objectives.

Disbursements to Districts

Disbursements to districts were not made quarterly as stipulated in the
financial procedures manual but were made once in most cases and twice in
others. This has led to some districts failing to implement planned activities

on schedule.

Procurement of Agro Inputs

Procurement of agro inputs was centrally undertaken at the PIUs and NPCU,
contrary to the requirement to make use of local suppliers in respective
districts. This led to districts being supplied with stressed seedlings from
distant areas and which are sometimes supplied in non-planting seasons

thus affecting survival rate.

11



(i)

()

(k)

()

The project had established 35 sub-county nurseries out of 396 (9%) and 6
community nurseries out of 100 (6%). These nurseries were later
discontinued which deprived the participating farmers of income and skills.

The cost of seedlings from centralized purchases was noted to be on a
higher side compared to the cost of seedlings from NFA and other local

suppliers.

Staffing

Not all the positions in NPCUand PIU staff structure s had been filled.
The unfilled positions were mostly at the districts and sub -counties. The
staffing gaps have affected the delivery of technical services such as giving

advice on seedling spacing, weeding and timing of planting.

Participation of Women in the Project

Women participation in community watershed management and tree
planting was 20% in each of the sub-components as opposed to the
expected 50% and 30% respectively. This has affected their representation

and involvement in decision making.

Project deliverables

There were low levels of performance in all project outputs, except in the
re-vegetation of degraded watersheds where good performance was
attributed to involvement of the well -to-do farmers. The low levels of
implementation of project activities may hinder attainment of the overall

project objective of improving the incomes and livelihoods of the rural poor.

Restructured Agricultural Enterprise Development Component

Three sub-components in Agricultural Enterprise Development Component
were re-structured in preference to rehabilitation of four (4) medium scale
irrigation schemes of Doho, Olweny, Mobuku and Agoro. Ug Shs. 44 billion
(UA 15,926,260) was set aside for this purpose.

Government had spent and committed funds worth Ug Shs 5.9 billion (UA

2,134,800) on the three sub -components by the time of restructuring.

12
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(m) Project Branding

FIEFOC project sites in all the twelve districts visited lacked identification
signposts. This made it difficult to confirm whether the sites visited during
audit were for FIEFOC project and the possibility that we visited non

FIEFOC sites cannot be ruled out.

(n) Monitoring and Evaluation

The NPCU, MWE PIU andhe districts carried out M&E monitoring activities

and produced reports. However no monitoring by MAAIF was done.

There was no evidence of feedback by the NPCU and the MWE PIU to the
districts and no follow up of recommendations at all levels and therefor e
there was no timely corrective measures taken on the deviations from

project objectives, plans and outcomes.

Disposing of cases in the Judiciary

The main findings of the study were:-

€) Timely Dispensation of Justice

The judiciary is experiencing delays in completing cases within the
stipulated time, leading to case backlogs in courts. The delays have been

attributed to the following challenges in the Judiciary.

(b) Court Procedures

Courts are experiencing delays in delivering summons to defendants and in
some instances summons are not delivered at all. There is lack of clarity as
to who meets the costs of delivering summons which in turn leads to delays

in court proceedings.

Written Statement of Defence are not filed in a timely manner and at times
not filed at all, causing delays in hearing cases and resulting in ex-parte
judgments.

Scheduling Conferences are not held by some courts as required, save for
the Commercial Court Division and other Circuits of the High Court. Failure
to hold scheduling conferences impedes speedy trials where there are no

lawyers.
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Mediation is not conducted in all courts apart from the Commercial Court
Division of the High Court. The time taken to hold mediation in certain
instances exceeds the mandatory 30 days and some cases fail the
mediation process. Limited application of mediation by the courts denies
parties an opportunity of reaching an amicable settlement.

There are frequent adjournments made in court, the adjournments are
recorded but not all the reasons for the adjournments are recorded on case
files. Frequent adjournments lead to waste of court resources, frustration
and increased costs of litigants. This ultimately results in delay in
completion of cases in courts.

After hearing of cases was completed, judgments were not delivered within
the stipulated 60 days, which may lead to delayed justice and,

subsequently, case backlog in courts.

(c) Information and Communications Technology (ICT) Infrastructure

The Judiciary has not been able to acquire Cout Recording and
Transcription Systems for use in all Courts. Court recording equipments
were being used only at the Commercial Court Division of the High Court. It
was noted that manual recording systems are widely used, resulting in
delays in hearing and disposing of cases.

The Judiciary has not rolled out CCAS to all magisterial areas thus limiting
the easy management of case files. The manual filing system which is
widely used in courts is characterised by challenges in filing, storage and
retrieval of case files which leads to misplacement/loss of files of

adjournments; thereby denying litigants timely justice.

(d)  Staffing

The Judiciary does not have enough staff to execute its mandate. The audit
noted that the staff growth rate was decreasing in the years under review,
while the number of cases filed was increasing. This may lead to
compromise of service delivery and subsequently case backlogs.

The Judiciary has not been able to have formal arrangements of training

staff and sensitising the public on the use of ADRy, this limits awareness of
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ADR, and encourages the use of adversarial procedures, and consequently

increases case backlog.

(e) Monitoring and Evaluation of Performance

It was noted during the audit, that traditional Civil Servants and other
Judicial Officers are appraised through the public service appraisal system,
but there is no system in place to appraise Judges, making it difficult to

assess thar performance and make them accountable in view of the ever-
increasing case backlog and pwlic complaints.

The inspectorate department does not have adequate staff to execute its
responsibilities, making it difficult for the department to make timely
response to complaints, to enhance ethics and integrity in the judiciary.

It was noted that joint meetings are held under the District Coordinating
Committee (DCC)/chain-linked initiative to improve working relations;

however, they are not conducted monthly as required. Follow-up of jointly
agreed upon strategies by the various agencies /stakeholders becomes
difficult.

Management of Road Maintenance of National Roads by the Uganda

National

Road Authority(UNRA)

The main findings of the study were:-

€) UNRA Strategic Plan for Road Maintenance

UNRA does not have a documented strategic plan covering periodic
maintenance activities. Some roads whose life span would have been
prolonged through periodic maintenance are left to deteriorate to levels that

will require major rehabilitation to make them motorable.

(b) Establishing the cause of Road Falures

All the five stations visited out of the twenty two UNRA stations country -
wide do not have reports on the causes of distress on all the sampled roads
covering 2,300 kms. Carrying out maintenance works without ascertaining

causes of distress resultsinto repeated works on the same spot every other
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time which leads to waste of human resources, time and financial

resources.

(© Grass Cutting on the Carriageway and Shoulders

All the 2,300 km roads inspected during the study revealed, at various
locations, that grass had grown beyond the tolerable height. The tall grass
diverts storm water onto the carriage way, destroying the shoulders and

narrowing the roads.

(d) Maintenance of Edge of mat (Road edges)

A number of roads out of the 2,300km inspected du ring audit have edge of
mat failure. The edge of mat failure is hazardous to users and if not
attended to, leads to more extensive deterioration of the remainder of the

carriageway as the edge support becomes eroded.

(e) Maintenance of Culvert and Culvert Bridge Cleaning

Not all culverts on the 35 roads inspected are adequately maintained to
serve the intended purpose. Failure to maintain the culverts leads to
blockage resulting in stream water washing away the roads. This shortens
the lifespan of the roads, destroys investment on the infrastructure and
denies the road users the social and economic benefits of improved road

access.

) Maintenance of Running width and Shoulder Drainage

Several sections of the gravel roads inspected do not have smooth running
width. The road sections have deep rutting and gullies running along the
drive way and narrowing of the running width. This causes water to collect
on the road surface during the rainy season, and leads to rutting,
depressions and potholes which delay traffic movement and increase

vehicle maintenance costs.

(e) Bridge maintenance

Of the 217 bridges countrywide, UNRA did not have information on the
status of 109 (i.e.50%) bridges, 58 bridges (i.e. 27%) are regularly
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(f)

(9)

(h)

maintained while 50 bridges (i.e. 23% ) are not maintained. Failure to
maintain bridges reduces their life span and wastes the heavy investment

that is used in bridge construction.

Axle Load Control Points on the National Road Network

e Not all the national roads handling heavy commercial vehicles have
permanent or mobile weigh bridges on them. Of the 22 roads inspected,
only six are served by weighbridges. The absence of axle load control points
on some of the roads exposes them to excess load resulting in the need for

frequent periodic maintenance works and high vehicle maintenance costs.

Absence of Portable or Mobile Weighbridges

¢ Five stations sampled out of the existing twenty two have no mobile weigh
bridges. Mubende and Mbale stations that have mobile weighbridges are
utilizing them as permanent and fixed weighbridges. The absence of mobile
weigh bridges is encouraging transporters to overload and avoid the few
existing permanent weighbridges leading to destruction of roads, red uction
in the average life span of the road network and increase in the overall

transport costs.

Offloading Excess Load

¢ Only two of the four sampled weighbridges enforce offloading excess load
on identified vehicles as statutorily required. Allowing excess axle load on

the road reduces the lifespan of the r oad.

Non-Deterrent and Discretionary Penalties

e The fines and penalties being given to offenders are neither consistently
applied nor deterrent. Preferential treatment was offered to local
transporters as compared to foreign transporters. This is encouraging the
transporters to continue overloading aware that they will continue paying

the non-deterrent fines and penalties.
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()

Maintenance of Signs and Traffic Safety Facilities

Not all road signs and traffic safety facilities are being maintained at all
times on all national roads. This is likely to result into accidents as drivers

approach obstacles and changed road priorities without prior warning.

Implementation of Rural Electrification Programme by Rural Electrification

Agency

The main findings of the study were:-

Planning

(@)

(b)

REA developed Wwo (2) business plans for the period July 2005-June 2008
and July 2008-June 2011. However, the business plan for July 2008- June
2011 was not approved. We also noted that at the time of audit (January

2011), the plan was only remaining with 5 months to expire.

The Indicative Rural Electrification Master Plan (IREMB was produced in
January 2009 and not mid 2006 as earlier planned, which was a delay of
2% years. It was also noted that although the data in the spreadsheets of
the IREMPwas updated, the MAP had not been updated. We further noted

that the dissemination of IREMP to stakeholders through REA website and

mailing facilities was not possible due to its volume/size. Failure to update

the MAPs inthe IREMP hi nder s management 6s effort

geographical up-to-date information on rural electrification to the public

(Government) and donors.

Funding

In the period under review, it was noted that REA received only US$ 105.88
million (U Shs. 197 billion) instead of US$ 204 million, culminating in a
funding gap of US$ 98.12 million (U Shs. 181 billion). It was however
noted that REA did not mobilize enough funds to bridge the funding gap
and as a result it was not able to meet its funding req uirements. REA may
not be able to fully implement rural electrification programs and this may

affect the realization of the 10% target by 2012.
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(© Implementation

An analysis of connections revealed that there were low connections
compared to planned connections showing performance levels of 39%, 31%
and 26% in FYs 2006/07, 2007/08 and 2008/09, respectively. The low level
of rural electrification connection has impeded the ability of some rural
households to engage in income generating activities. Given the low
connection rate, there is a possibility that REA may not realize the 10%
target by 2012.

No power was generated in the FY 2006/07 and FY 2007/08. However, at
the time of audit (January 2011), REA had facilitated projects with operating
capacity of 37.8 MW, pipelined 37 MW of generation capacity, in advanced
stages, while 53 MW projects were still under study. Failure to facilitate the
generation and operation capacities of projects in time resulted in
inadequate power available for the rural electrification program during the
strategic period (2005-2008).

By the time of audit ( January 2011), REAhad not attained self accounting
status and the Permanent Secretary (PS) of MEMD was still the designated
accounting officer. This | i mi t sabilRyBA @psrate independently. REA
has not attained autonomy and this may affect its ability to make
independent decisions regarding its operations to increase rural access to

electricity.

(d) Monitoring and Evaluation of Rural Electrification Projects

It was noted that M&E reports were not produced. Management instead
conducted inspection visits and produced inspection reports. The evaluation
of the REAOGsS performance was not
always reported in annual performance reports. The management of REA
has not been able to evaluate its performance in rural electrification; to
identify challenges, track progress and devise corrective measures and this

may affect the attainment of the 10% rural connections by 2012.

Management of Universa | Primary Education Capitation Grant

The main findings of the study are: -

19

done,



€) Planning and Budgeting

The Education Districts (ED9 were planning and budgeting for UPE
capitation grant basing on Indicative Planning Figures (IPFs) provided by
MOFPEDbut with unverified pupil enrolment. Without involving the sub-
county/Divisional officials in the verification of pupil enrolment, the
likelihood of the head teachers inflating the pupil enrolment cannot be ruled

out.

(b) Funding

In some cases the PS MOES advisedhe PS/ST/MOFPED on the amounts to
be released and in others there was no evidence of advice. We also noted
that sometimes, the capitation grant released to EDs was contrary to the

timing and amount as spelt out in the UPE guidelines.

We also noted that some districts delayed to submit accountability for funds
released while others did not submit quarterly accountability during the

Financial Year (FY) 2009/10.

The delayed release of funds to schools disrupts timely implementation of
school planned activities like provision of scholastic materials, facilitation of

co-curricular activities and management of the schools.

The release of funds by MOFPED to districts without advice from the
Ministry may also lead to non compliant and non beneficiary schools
accessing UPE funds. This may also lead to under or over funding of UPE

schools and misuse of public funds.

(©) Supervision, Monitoring & Evaluation

It was noted that no supervision, monitoring and evaluation was carried out

by the internal audit and insp ectorate department of MOFPED department
on UPE activities.

We also noted that the Ministry of Local Government (MOLQ conducted
inspection visits on all Government programmes in the districts; however,

there were no issues on UPE capitation grant raisedin the reports.
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e Lack of supervision, M & E of UPE Implementation by MOFPED Inspectorate
department, leads to failure to identify implementation challenges of the

UPE programme thus failing to provide timely remedial action.

¢ MOES periodically monitored and evaluated the performance of the UPE
programme in specific districts and sometimes on special requests by high
Government officials. In some instances no action was taken on the
recommendations made to rectify areas of the weaknesses identified.
Furthermore, the guidelines on M&E did not state how often M & E should
be carried out by the Ministry. Absence of a specific time frame of carrying

out M & E may result in M & E being done on an adhoc basis.

e It was noted that during FYs 2008/09 and 2009/10, fewer EDs were
preparing and submitting work plans and inspection reports. Prior to FY
2008/09, EDs were not reporting on a quarterly basis, however, this
situation has now improved with the involvement of DES whereby

inspection funds are directly released to EDs on a quarterly basis.

e A review of quarterly monitoring and supervision reports by District

Inspector of Schools (DISs) in 8 EDs revealed that although monitoring and

supervision was done, not all the schools were visited at least once in a

term. Management at EDs attributed this to inadequate funding by districts

and the ministry and limited manpower. The failure to carry out regular
inspection of all schools and compil e quze
to assess compliance of schools with experditure and other UPE guidelines

and financial accountability and also denied districts and schools an

opportunity to solve challenges faced in implementation of the programme.

(d) Other support facilities to UPE Capitation Grant

e At the national level, there was one (1) teacher for every fifty five (55)
pupils on average in the period 2006 to 2010 instead of fifty four (54).
However, further analysis of PTR of individual districts showed divergence
from the national average of pupil to teacher ratio ranging between 32 to
94, 32to 116 in 2006, 2007 respectively and 33 to 112 in 2008 and 2009.

Audit attributed the high PTR to inadequate recruitment of primary teachers
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by the districts to match the high demand of teachers caused by increased
pupil enrolmenti n t he country. The high PTR affe
class resulting from inadequate attention given by teachers to pupils due to

overwhelming number of pupils in a class.

e At the national level, there were seventy eight (78) pupils per classroom on
average in the period 2006 to 2010 instead of fifty four (54). However,
further analysis of PCR of individual districts showed divergence from the
national pupil classroom average ranging between 28 to 156, 29 to 153,
27 to 148 and 27 to 112 pupils per classroom in 2006, 2007, 2008 and
2009 respectively. Audit attributes the high PCR to inadequate planning for
classrooms construction by the MOES so as to match the increasing pupil
enrolment. The failure to attain the requisite PCR by schools leads to
congestion of pupils in the classrooms an

and performance.

e Audit could not establish whether the required PDR of 3:1 had been
achieved at national and district levels because the Ministry and districts did
not have the stock of desks available in Government Primary Schools.
However, in the schools visited, we noted that many pupils, especially in
lower classes, did not have enough school desks and pupils were found
seated on floors. Audit attributes the high PDR to inadequate planning for
procurement of desks so as to match the increasing pupil enrolment. The
failure to attain the requisite PDR by schools leads to pupils squeezing
themselves on desks and others sitting o

concentration and performance.

(e) Performance of Pupils

e A trend analysis of the completion rate to P.7 as reported by the MOES
revealed a performance rate of below 50% in academic years 2006, 2007,
and 2008. In academic years 2009 and 2010, the completion rate was of
52% and 54%, respectively. This however is below the required 100%
completion rate. The rate of school drop out over the academic years 2006
to 2010 fell from 5% to 4.3%.
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1.4.9

The low completion rate is attributed to school drop out levels and according
to primary teachers interviewed, this is caused by: the use of pupils by
parents as a source of production labour; early marriages; failure by parents
to send children to schools and lack of provision of lunch by parents among

other reasons.

An analysis of the Prmary Leaving Examinations (PLE) results for the
academic years 2006 to 2010 revealed that most pupils were passing in
Division 2 and Division 3. The number of pupils who failed was more than
those who passed in Division 1 in all the years. Although the number of
pupils who failed exams reduced in 2009 and 2010, the rate of reduction
was low. Better performance was registered in 2010 and the worst results

were noted in 2008.

Through interviews and document review, the low performance at PLE
exams was attributed to absenteeism of both pupils and teachers, limited
scholastic materials in schools and inadequate classrooms, teachers and

desks as explained earlier.

Environmental Audit on Forestry Activities in Uganda

The main findings of the study are: -

(a)

(b)

(€)

Requlations to Operationalise the National Forestry and Tree Planting Act, 2003

The Regulations to operationalise the National Forestry and Tree Planting
Act, 2003 have never been developed as required by the Act. Without
these regulations, adherence to the provisions of the Act may not be

effectively enforced.

Funding for the NFA

There have been shortfalls in funding for forestry programmes over the
years leading to many key activities in the strategic plan not being

implemented.

Forestry Cower

There has been continued decline in forestry cover despite the various

government interventions over the years. This is a result of the limited
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(d)

(e)

(f)

(e)

(f)

capacity by NFA to achieve its afforestation targets, weaknesses in forestry

management practices and illega activities in government forests.

Policy on the Partnership with Private Sector

e The NFA licensed part of the central forest reserves to various private tree
developers to plant fast maturing species like pine and eucalyptus. Several
licensed individuals have not adhered to the conditions stipulated in the

contracts signed with the NFA.

Forest Management Plans (FMPSs)

e Most Central Forest Reserves have no approved management plans.
Without plans, management of the forest reserves may not follow be st

practices. This can result into inefficiencies and waste.

Forest Boundaries

e Boundary demarcation in the forest reserves has not been properly
undertaken. This exposes the reserves to the risk of encroachment and

illegal allocations.

Degazetting of Forests

e Some forests were degazetted with no alternative land of equal measure
being allocated for the plantation of new forests to strike a balance between
development initiatives and the environment. This also explains the high

rate of deforestation.

lllegal Activities in the Forest Reserves

e lllegal activities continue to be carried out unchecked, in the forest
reserves. These were mainly in the form of land clearing for agriculture,
illegal settlement on the reserves, charcoal burning, and animal grazing by
the communities adjacent to the reserves. These illegal adivities deplete the
forest cover and affect the value of the forest resource. Continued illegal
activities in the forest reserves could have devastating effects on the

environment like climatic changes and an imbalanced ecosystem
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(9) District Forest Services (DFS)

The mandate of the districts in regard to the sustainable forests
management is not being adequately undertaken. The majority of districts
have not set up District Forestry Services to manage local forest reserves.
Where they have been established, they are understaffed and grossly under
funded. This hampers effective control, given the vulnerability of the forests

to encroachment.

(h) Encroachment of the Forest Reserves

There is continuing encroachment of forest land in various parts of the
country. This has been due to human activities like quest to i ncrease arable

land, settlement and urbanization.

0] Risk Management

Management does not have a proper risk management strategy to address
all risks identified. As a result, the response rate and the remedial action
undertaken, in case of exposure of the forests to the identified risks like fire

outbreaks, may be slow.

()] Logging in Natural Forests

Although the guidelines on logging in natural forests were being complied
with in respect to stock mapping, log grading and measurement, it was
noted that NFA and the logging clients do not maintain a record of the
timber milled from the sold logs in order to carry out a proper assessment
of the efficiency of the milling activities . Evidence of inefficiencies in milling
was observed at some milling sites where pieces of cut timber were left to
waste. The high rates of wastage in milling activities leads to increased

demand to cut more trees.

(k) Environmental Impact Assessment (EIA)

Not all CFRs have approved Environmental Impact Assessment reports
Where EIAs were carried out, there appears to be no evidence of follow up
to ensure that mitigation measures stated in the EI A reports are actually

undertaken.
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)] Invasive and Endangered Species

e While some forest reserves are being attacked by invasive species it was
also noted that some species like the shear nut butter tree co ntinues to be
threatened by charcoal burners in some parts of the country, and there
appears to be no formal plans put in place by management to address these

issues.

1.4.10 Buildings _and Construction _under_Justice ., Law _and Order Sector (JLOS)

The main findings of the study are: -

€) Planning Process

e Although there was general compliance to planning guidelines as set by
JLOS Secretariat in nearly all participating Institutions, there is need to
provide more guidance to the departments under each institution on the
statement of project descriptions.

e The development plans for the buildings were included in most of the
I nstitutionsé work plans for respective
and approved by JLOS Secretariat Steering Committee for funding under
SWAP Development Fund.

e Some participating Institutions are not giving adequate opportunity to the
beneficiary departments to adequately participate in the identification and
prioritisation of development issues.

e Some of the sampled projects particularly those implemented in earlier

years of JLOS dd not have project profiles and clear project description.

(b) Procurement Process

e The Procurement process under most of the sampled contracts was
generally handled in accordance with PPDA guidelines and regulations,
2003.

e In a number of cases, copies of contracts and other tender documents
could not be accessed due to poor records keeping and retrieval systems.

Bidding documents for some projects were inadequate. The correlation
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between the Bills of Quantities and the works specifications was lacking. In
some cases appropriate drawings were not provided to bidders, thus

making it difficult for contractors to reasonably price their bids.

There were many instances of weaknesses in cost control and cost control
documentation. Often it appeared that payments were simply made to
match the project sum without necessarily correlating payment to actual
works satisfactorily done. Many instances of actual quantities on site being
less than what is indicated in the payment certificate or more than that

indicated in the payment certificate were noted.

In some instances, payment certificates include items that were not
implemented at all or that were not satisfactorily implemented. This
undermined the enforcement of the rectification of defects by the

contractors as they had already been paid for the works.

Ministry of Works Engineers did not provide adequate supervision as they
were busy elsewhere. This was the case not only in the MoGLSD but also in
other participating Instit utions, like UPS, UPF and others whereMoWT was
responsible for checking the works done and payments were made by the

Institutions.

There were two instances where the Force on account procurement option
was used. This method was adopted because the prison structures had
been badly ravaged and the department did not have all the funds needed
to do a major reconstruction. The renovations were carried out over a 5
year period andthe depart ment opted to wus
departmentd gechnical staff. A waiver was requested and obtained from
PPDA for the use of Force on Account on these two projects. In both
cases,although the overall cost of each unit in Luzira and Namalu was less
than the cost of a similar facility elsewhere where private contractors were

used, poor standard of work w as delivered.

In a number of cases the copies of contracts seen were rather weak as they

lacked details of specifications as expected in a standard contract
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document, to avoid the supplier or contractors taking advantage of
employers. This was due to the staff responsible for this activity not being

gualified.

e There was inefficient methods of retrieval and management of procurement
documents within the implementing author ities. This was witnessed in the
length of time it took for the auditors to receive b ids submissions,
evaluation reports, minutes of contracts committees, award letters and

copies of contracts.

e It was noted that a number of projects lackedthe Engi neer d8s est i ma
guide the Evaluation Committees during their assessment and awarding of
contracts. Normally, bids shoud be wi thin 5% range of t

estimates.

e Although PPDA regulations require that contract variation for extra works or
services exceeding 15% of the original contract sum must be cleared by
PPDA it was noted that variations for construction of Gulu Regional
Laboratory MolA were not cleared by PPDA and a new contract was not

prepared as required.

(© Implementation, Monitoring and Supervision

e While Institutional Engineers / Engineering Department seemed to be
certifying projects, there did not seem to be systematic mechanisns for the
supervision and monitoring of project implementation. This was particularly
evident in the defects that were identified by the audit team on the
completed structures that could have been corrected during the

construction phase.

e Some cases were noted where there was no adequate follow up on
disbursements by the Secretariat in order to avoid unauthorised diversion of
funds from one project to another. A case in point is the construction of
Store and Armoury at ASTU HQ i Katakwi under UPF. The ASTU

Headquarters building was constructed but the store has yet to be done.
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Construction of Ngarium - Katakwi ASTU Zonal Offices has never started

although the funds were disbursed.

In many instances, time control was generally weak. Many projects were
not implemented based on specific time frames, even where the contract

stipulated that the contractor was to regularly su bmit a program of works .

Time overruns occurred in many projects, with some projects even taking
more than double the contract period. This is a reflection of inadequate
initial planning and under-estimates of the time required to complete the

project.

There were some weaknesses in project definition. It was noted that a
number of housing projects were implemented with no provision of

bathrooms and toilets.

In some instances, completed staff houses were not yet occupied because
of apparent ambiguity on who is to give the go ahead for occupants to

move in.

Provision for PWDs access to he public buildings, wherever it was provided,
was mostly limited to an external ramp at the veranda, with no provision for
access into the building as there was often a step from the veranda into the
building. Inside the buildings, the door widths and cir culation space e.g. at
WCs were generally insufficient for disabled (PWD) access, and without
supporting anchors. This is an inadequacy in design. The only place where

provision for PWDs concerns was adequate was at the LDC Complex.

(d) Financial Management

The payment process under most of the sample contracts was generally
handled in accordance with The Public Finance and Accountability Act, 2003

and the Public Finance and Accountability Regilations, 2003.

Payments to contractors for finished works were particularly noted to have

inadequate attachments. Such attachments would include interim
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certificates, measurement sheets, and payment history and a copy of the

contract documents.

e There was inefficient methods of retrieval and management of financial
documents within the implementing authorities and in some cases,
documents were not received at all. Institutions complained that the
documents had been taken to the JLOS Secretariat for accountability and

that they had not been returned.

e There were notable delays in processing and effecting payments to
contractors due to bureaucracy and poor documentation. Delays in effecting
timely payments to contractors could have affected the timely delivery of

services by | i mit i nlagyvandltasingwonksto statl.t or sé ¢ a s

e |t was noted that at JLOS Secretariat, VAT deductions are made at source
although it is the responsibility of the Contractor or Service provider to remit
VAT returns to URA.

e Sometimes funds received by the Institution were not sufficient for the
implementation of the project in question. Often the money sent did not
take into account the VAT component and the Institution was left with the

burden of finding alternative sources of funding to meet the VAT.

(e) Handover, Utilisation, Operation and Maintenance of Completed Rojects

¢ Institutions did not have budget allocations for maintenance works for the
constructed facilities. In some cases, even basic maintenance activities like
cleaning, rectifying loose lighting fittings, re -fitting it ems that may have

fallen out were neglected.

e Many of the projects that had been completed and in use had not been

handed over and commissioned.
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() Performance of Contractors

The standard of workmanship exhibited by contractors undertaking the
various projects was generally fair. However, there were a few cases where

the standard of work was very poor.

Contractors did not carry out m aterials tests for most of the projects visited.
In some instances, there was weak enforcement of specifications and the
standard of some fittings used was poor or not appropriate e.g. window
stays and fasteners in many projects were already broken/not functional

especially for staff housing where there is high occupancy.

Some contractors exhibited some form of incompetence through poor
workmanship, lack of basic technical competence, and non-commitment to

the provisions of the contract when constructing.

(9) Performance of Contracts Committees

In the majority of projects audited, Contracts Committees of the various
Institutions p erformed their statutory functions very well, exceptions being
in a few cases when revisions to the original contracts were not ratified by

the committees.

31



2 REGULATION OF MEDICINES IN UGANDA BY NATIONAL
DRUG AUTHORITY

2.1 INTRODUCTION

2.11 Motiva tion

Drugs and pharmaceutical products constitute a big proportion of health care
expenditure. At the national level, government spent 91% in 2008/09 and 86% in

2009/10 (projection)! of the Ministry of Health recurrent budget on purchase of
pharmaceutical supplies. In terms of value, the medical and pharmaceutical supplies
imported in the country for the last 4 years have increased from US $123m in 2006 to

US $213.8in 2009 as shown in Table 1 below:

Table 1: Imports of Medical and Pharmaceutical product s for the period 2006 1 2009
(in US $ million)
Year 2006 2007 2008 2009 Total
(million US $) (million US $) (million US $) (million US $) (million US $)
Value of Imports 123.0 175.8 246.2 213.8 758.8

Source: Uganda Bureau of Statistics, Statistical Abstact June 2010.

These are essential components andare a government priority in a sector that is aimed
at promoting a healthy and productive life. Drugs play an important role in saving lives

and preventing the spread of diseases.

It is also common knowledge that households and individuals spend a big proportion of
their incomes on health care by attending private clinics for treatment or acquiring
drugs directly from private pharmacies and drug shops which are in close proximity to

their homes.

Drug shops and Pharmacies are major drug distribution channels of drugs from the
manufacturers to the final consumer since most Government Health facilities are prone
to drug stock-outs. The public resorts to private drug outlets. Regular inspection of
these outlets is important and necessary if their suitability is to be monitored to

safeguard the public.

! Ministry of Health Policy Statement 2009/10.
32




21.2

It is the responsibility of the Government and the mandate of the National Drug
Authority as a drug regulatory agency to protect the health of the public by ensuring
that the drugs available on the market are of the right quality, safety and efficacy
through the regulation and control of their production, importation, distribution and

use.

However, despite the efforts of NDA, cases of expired drugs on the market - others
contaminated, outright counterfeits, prevalence of unlicensed drug shops and
pharmacies (some of them managed by unqualified staff) have continued to increase.
The above cases pose a major challenge in availing essential, efficacious and cos
effective drugs at all times to the entire population as a means of providing satisfactory
health care. Some of the sub-standard and unauthorized drugs are imported into the

country.

Some quack traditional healers may have also taken advantage of the flaws in
dissemination of information on drugs and management of the formal health sector
and human drug management in the country to fleece the population of money,

encourage drug abuse and cause death through vices like human sacrifice.

It is against this background that the office carried out a Value for Money audit on

regulation of medicines in Uganda by National Drug Authority.

Description of the Audit Area

NDA hasits headquarters in Kampala. It also operates a National Drug Quality Control
Laboratory (NDQCL) based in Mulago Hospital (that is responsible for testing and
analysing medicine samples for quality ) and 7 Regional Offices responsible for
decentralised activities of NDA e.g. inspection of drug outlets and market control.
These centres are at Nakawa for the Central Region, Mbarara, for South Western
Region, Jinja, for the South-Eastern Region, Tororo for the Eastern Region, Hoimg for
the Western Region, Lira, for the Northern Region and Arua, for the North Western
Region. It also has 4 entry points mainly for import verification purposes, namely:

Nakawa, Busia, Malaba and Entebbe International Airport.
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NDA also operates the NDQCL based in Mulago which is responsible for testing and

analysing medicine samples for quality.

In addition, NDA has established a National Pharmacovigilance Centre (NPC) in
Kampala, and 12 Regional Pharmacovigilance Centres in Gulu, Jinja, Mbarara, Arua,
Kabale, Lira, Mulago, Soroti, Masaka, Hoima, Mbale and FortPortal Regional Referral
Hospitals for receiving reports of suspected Adverse Drug Reactions (ADR). These are
managed by coordinators who are not NDA employees but are staff of the respective

hospitals.

2.13 Mandate
NDA was established by the National Drug Policy and Authority (NDPA) Act in 1993
(Cap 206 Laws of Uganda) to ensure availability, at all times, of essential, efficacious
and cost-effective drugs to the entire population of Uganda, as a means of providing

satisfactory health care and safeguarding the appropriate use of drugs.

214 Vision ., Mission. Goals an _d Obijective

The Vision, mission, goals and objectives of the NDA are:
Vision
N A w-glas$ akntre of excellence in regulation of medicines and other health related

products. 0

Mission S tatement
AiTo ensure quality, saf ety amthedieifes and @hery o f h u
health care products through the regulation and control of their production,

i mportation, distribution and use. 0

Goal

fiTo coordinate and oversee the medicines sect

Functions of the National Dru g Authori
The National Drug Authority is charged with the implementation of the national drug

policy and, in particular, but without derogation of the foregoing, shall:

(a) Deal with the development and regulation of the pharmacies and drugs in the

country;

34



(b) Approve the national list of essential drugs and supervise the revisions of the

listin manner provided by the Minister;

() Estimate drug needs to ensure that the needs are met as economically as
possible;

(d) Control the importation, exporta tion and sale of pharmaceuticals;

(e) Control the quality of drugs;

() Promote and control local production of essential drugs;

(9) Encourage research and development of herbal medicines;

(h) Promote rational use of drugs through appropriate professional training;

0] Establish and revise professional guidelines and disseminate information to

health professionals and the public;
()] Provide advice and guidance to the Minister and bodies concerned with drugs

on the implementation of the national drug policy.

2.15 Financing
NDA operations are mainly funded by internally generated revenue and support from

development partners and these include HSSP, WHO and USAID. Details of funthg by

source is summarized in Table 2 below.

Table 2: Sources of National Dru g Authority Funds T 2006/07 to 2009/10

Source/Financial 2006/07 2007/08 2008/09 2009/10*
Year (Ug. Shs in (Ug. Shs in (Ug. Shs in (Ug. Shs in
bn) bn) bn) bn)
Revenue:
NDA Income 9.19 10.36 13.06 13.12
Donor Funds 0.17 0.31 0.68 0.12
GoU Funds - - - 0.014
Total Income 9.36 10.67 13.74 13.26

Source: NDA Audited Financial Statements 2006/071 2008/09
*NDA Performance and Activity Report July 20097 June 2010

2.16 Scope
The audit, which focused on regulation of medicines covered 4 financial years from

July 2006 to June 2010. The audit covered NDA headquarters in Kampala, National
Drug Quality Control Laboratory (NDQCL) in Mulago, NDA Regional offices based in
Kampala/Nakawa, Jinja, Tororo, Mbarara, Lira, Hoima and Arua. Apart from the
regional offices, where inspections are based, the team also visited Regional

Pharmacovigilance Centresin Mbarara, Hoima, Lira, Arua, Fort-Portal and Jinja to
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2.2

2.2.1

2211

understand the operations and systems of ADR reporting. Uganda Revenue Authority
(URA) entry points at Nakawa, MalabaBusia, Entebbe, Mpondwe, Mutukula and Vuura

were inspected to obtain information on drug consignments entering the country.

FINDINGS

The findings of the study are as follows:

LEGAL MANDATE

Reqgulatory Framework

Section 64 (1) of the NDPAAct requires the Minister in charge of Health, on the advice
of the drug authority, to make regulations by statutory instrument for enforcing the
provisions of the NDPAAct.

We noted that since 1993 when NDA was established, 21 guidelines have been made
and some are currently in use. However, only 2 were gazetted? into Statutory
Instruments in 1995 and the rest have remained as guidelines. Apart from the two
Regulations the rest of the guidelines are not legally enforceable; but used

administratively for executing NDA work.

The Board, at its sitting of 2™ October 2008, recommended that a committee reviews
all the guidelines in use with a view of making recommendations to the Board, which
would be sent to the Minister in charge of Health for gazettin g them into Statutory

Instruments (Regulations). At the time of audit, they had not been gazetted.

Lack of relevant statutory instruments can be attributed to the slow pace at which NDA
is developing these draft regulations. Since October 2008 when the Board

recommended a review of the process, legal drafting has not been concluded.

NDA management however stated that the authority will forward the draft regulation

to the Minister of Health for gazetting by January 2011.

2 The National Drug Policy and Authority (Issue of Licenses) Regulations, Statutory Instrument 206-3 and
The National Drug Policy and Authority (Certificate of Suitability of Premises) Regulations, Satutory
Instrument 206 -4
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Failure to have proper regulations impairs the ability of the Authority to execute its
mandate of ensuring that only safe, efficacious and quality drugs are available to the
public. NDA has also been involved in court cases arising out of inappropriate

application of un-gazetted guidelines in carrying out enforcement activities.

LICENSING OF DRUG OUTLETS

Issuing of Licences:

Section 14 (3) of the NDPA makes it an offence for one to operate a pharmacy or to
sell drugs without a valid license. NDA is supposed to issue licences to drug outlets by

31st January every year and the license is valid until 31 December of that year. 3

Scrutiny of the database of operating drug outlets and the list of the licensed drug
outlets as at 31% January of each calendar year revealed that no license had been
issued within the stipulated timeframe. In addition, 100% of the respondents in
regional offices confirmed that it had not been possible to issue licenses by 31%

January, and believed that only 50% of the existing drug outlets may b e licensed.

Our sample further revealed that licences are issued throughout the year from January

to December as shown in the graph below.

Figure 1:
Average Delay in Licensing Drug
Shops for the period 2006 to 2009
- 60%
g 50% /“‘-—-—_________-
= 40% of——"""A'\
g 20% -__-/\.\ —4—0-3 Months
¥ y —l—4-6 Months
5 20% =
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a0 == 10-12 Months
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5 Jinja Mbarara Tororo Lira

NDA Regional Office

3 NDA Strategic Plan July 2007 to June 2011paragraph 1.2.6
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The main reasons advanced by NDA for the delays is lack of adequate staffto carry out
mandatory (pre-licensing) inspections and issue licenses in time. Each regional office
with an average of about 15 districts is managed by 1 person who cannot effectively
handle the volume of work. At present, the Inspectorate Department is staffed with 18
Inspectors, including the Head of Department. We noted however that the existing
structure does not reflect the required staffing levels for the Inspectorate Department
and as such it is not possible to ascertain the optimal staffing levels to carry out its

mandate.

Our interview with Regional Inspectors of Drugs revealed that such delays are also
attributed to inadequate facilitation in terms of transport. The vehicles serving the

regional offices have outlived their useful lives. We observed that 5 out of the 9
vehicles are as old as 7 or 5%/, years instead of the expected four year cycle as shown

in Table 3 below.

Table 3: Vehicles for Regional Inspectors and their age.

Registration No. Year of acquisition Location
1 UAA 848E 23/05/2005 Lira
2 UAA 506F 21/05/2005 Tororo
3 UAA 507F 21/05/2005 Mbrarara
4 UAA 508F 21/05/2005 Hoima
5 UAJ 375X 27/01/2010 Central
6 UAJ 095X 14/08/2008 Central
7 UAA 805X 14/08/2008 Busia/Malaba
8 UAA 537E 05/03/2003 Jinja
9 UAJ 093X 05/03/2008 Arua

Source: NDA Administration Department

Delay in issuing licenses in time encourages illegal operators of drug outlets and poses
a risk of exposing the people to sub-standard drugs on the market. NDA is also not
able to collect all the revenue as budgeted from drug outlets to finance service

delivery.

Publicizing _Licensed Drug Outlets

NDA is required to publicise a list of licensed drug outlets in the media and website by

31% March of every year. *

* NDA Strategic Plan July 2007 to June 2011 paragraph 1.2.7 page 23.
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Scrutiny of media records and the NDA website revealed that NDA did not fully comply

with this requirement.

A review of the NDA website indicated that NDA displayed data on licensed Pharmacies
for the year 2010 in November 2010. We further noted that NDA last publicised a list of
licensed Pharmacies in the press in November, 2@8 for the year 2008. For calendar
years 2009 and 2010, a list of licensed drug outlets was not published. Efforts to have
a list for the year 2009 published were halted by management preferring the use of

booklets.

In 2009, NDA introduced a method of sending short messages on cell phone (SMS) to

help the public identify licensed operators. Publicity of this initiative however is still low.

The reason advanced for stopping publications of licensed drug outlets was that the
lifespan of a newspaper is limited compared to that of booklets. Management also
indicated that newspaper adverts are costly. There was no evidence of the analysis on
cost estimates for printing and distributing of the booklets to justify the change.
Besides the target population was not specified to compare the benefits of the
proposed method. For drug shops, NDA management indicated that they would use
journals and distribute them to various districts. To -date, no journal has been

published and distributed to districts.

Failure to provide the public with information regarding legal outlets denies them vital
information to decide where to buy drugs. Besides, publicising the list would encourage

unlicensed outlets to strive to fulfil the requirements.

Closing of un_-licensed D _rug Outlets

Paragraph 1.4 of the Licensing Requirements stipulates that unlicensed premises

should be subject to closure and all operations to cease forthwith.

For purposes of licensing, drug outlets can be categorised as those already registered
and have applied for renewal of license, registered but have not applied for renewal

and unregistered (illegal outlets).
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A review of the database of operating drug outlets revealed that no unlicensed drug

outlet had been closed after 31% January as explained in4.2.1 above.

Management explained that NDA has not been successfulin identifying and closing all
illegal outlets (especially drug shops) as they tend to suspend businessimmediately
they are aware of Nibikdthersfopermte th hardnt® rpaghcatedaso n s
While efforts were made to close some illegal drug outlets as and when identified, the
success of this exercise was dependant on the level of inspections carried out by NDA.

In the Northern Region (Lira), for example, illegal outlets for th e 3 months in the third
guarter of 2009 calendar year stood at 50% in July, 56% in August and 25% in

September, which is high, in all the 3 cases.

Management further explained that they cannot close the unlicensed outlets that have
submitted applications because the delay of issuance of licenses is partly due to their
constraints in processing them. However, outlets that do not meet deadlines are

always closed.

Audit also attributes laxity to close and eliminate illegal operators to lack of segregation
of DADI 6is ther cartert processes of distributing and collection of application
forms, licensing, inspection and at times collection of fees, which functions are all

performed by the same staff.

Failure by NDA to identify and close unlicensed drug outlets encourages prevalence of
illegal operators who may not be easy to regulate, yet they serve many people
especially in the rural/remote areas where alternative services may not be available.
Besides, such operators may be a source of substandard drugs, whi ch i mpairs ND
objective of ensuring that quality, safe and efficacious medicines are availed to the

public.

2.2.3 ASSESMENT/EVALUATION AND REGISTRATION OF D RUGS
2.2.3.1  Assessment/Evaluation of dossiers
NDA is required to assess pharmaceutical products by evaluating documentary

evidence in order to ensure that the product meets its intended purpose . NDA is also
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required to evaluate 100% of dossiers submitted within 3 months. ° Once a
pharmaceutical product has been assessed and found to be compliant, it is included on

a list of authorized drugs for use in Uganda [National Drug Register].

A review of the register of dossier applications submitted for evaluation and status
progress reports revealed that all dossiers were not evaluated within the prescribed

timeframe.

A test-check of 215 dossier applications for a four year period (2006/07 to 200 9/10)
revealed that on average dossier evaluation took 5 months in 2006/07, 4 months in
2007/08, 3 months in 2008/09 and 5 months in 2009/10 resulting in delays of between
3 to 9 months between the date of application and completion of evaluation as shown

in the graph below.

Figure 2:

Average Time Taken to Evaluate
Dossiers for the period 2006/07 to
2009/10
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NDA management attributed the delays to shortage of staff to handle the workload,;
inadequate facilitation, even when applicants have paid the relevant fees; increased
number of dossier applications; and lack of specialised skills to evaluate different

products (veterinary, human, biological, nutritional/food supplements, medical devices

® [NDA Strategic Plan July 2007 to June 2011paragraph 3.1.8 page 51].
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or public health products). The total funding received by the Department was only
44% of the required budget, yet NDA got over Ug. Shs 9.5bn or 80% of its total
revenue from the activities of this Department over the same period. Scrutiny of
performance reports further revealed that in the FY2008/09 only Ug Shs62.9m or 40%
was released for Dossier Evaluation activitiesagainst the budgeted amount of Ug Shs

157.5m. Lack of prioritisation cannot be ruled out.

Interviews with NDA staff also revealed that use of SIAMED software for assessment
and registration of drugs in recording and retrieval of data has proved to be
problematic. The software (SIAMED) is not web-based, lacks adequate support from
the vendor and easily hangs when many users are entering data simultaneously thus
limiting speedy entry of transactions, sharing and easy retrieval of data. However
efforts are underway to procure a new drug assessment and registration program, with

the help of development partners, according to management.

Delays in evaluation of dossiers may lead to complaints from importers since they pay
a fee to be evaluated/assessed by NDA. The delays may compound illegal
entry/importation of unregistered medicines on the market thereby denying consumers
of an independent assessment of the safety, efficacy and quality of medicines. This
may also cause drug stockouts and the public may also be denied access to drugs
required to save the lives of patients that may need those products. Fewer drugs on
the market also limit consumer choice and may lead to high prices which also denies

the public cheaper and quality medicines.

Registration and Updating of the National Drug Reqister

Section 35 of the NDPA Act requires NDA to register or delete any drug on the Drug
Register after scientifically examining any drug for purposes of ascertaining efficacy,
safety and quality. The drug register should be updated monthly upon assessment of

amendments/variations, payment of retention fees, cGMP compliance and ADR issues.

We noted that NDA registers drugs on the National Drug Register when evaluation of
dossiers is complete. The analysis of records revealed that the registration of drugs in
the Drug Register was taking an average of 4 to 10 months after completion of

evaluation.
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Figure 3:

Average Time Taken to Register Drugs
after Dossier Evaluation
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Management explained that the use of SIAMED software delays registration/deletion of
drugs from the register since it is not integrated to aid management in identifying

items due for deletion for non -payment of retention fees.
The delays may increase entry of un-registered drugs into the country.

DRUG ANALYSIS

Time of releasing laboratory test results

Chemical analysis should take 2 weeks from the time a consignment is sampled to

when results are released.®

We reviewed a register of samples submitted to the lab and the test results released
and noted that there were some delays in releasing laboratory test results. While
NDQCL management indicated that releasing test results took them on average 2 to 14
days, analysis of test results for anti-malaria and anti-retroviral drugs for the period
2007 to 2009 however indicated that releasing test results was in a number of cases

taking more than 2 weeks as shown below in Table 4.

® Guidelines for Importation and export of drugs Paragraph 11 - Procedures for Importation.
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Table 4: Anti -malarials and ARVs Sample Test Results for the period 2007 -2009

Time

(Weeks) 2007 2008 2009
Antimalarial ARVs Antimalarial ARVs Antimalarial ARVs
Samples| %age [Samples | %age |Samples | %age [Samples |%age |Samples | %age [Samples | %age

Within 2

weeks 469 79% | 389 88.4% | 187 46.5% | 206 64.0% | 38 57.4%| 39 57.4%

Above 2

weeks 125 21% | 51 11.6% | 215 53.5% | 116 36.0% | 164 42.6%| 29 42.6%

Total 594 100 % | 440 100 % 402 100 % 322 100% | 202 100% | 68 100 %

Source: OAG Analysis of NDQCL data.

While more samples were tested in 2007, a higher percentage (79%) was also
released within 2 weeks. The time of releasing results for subsequent years however
was declining even when the samples submitted for both anti -malarials and ARVs had

reduced.

Management attributed delays to lack of personnel, inadequate testing equipment and
delays in procurement of chemical substances that may not be in stock at the time of
submitting samples to the laboratory with emergency procurement taking up to 6
months. Lack of reference standards also contributes to delays in testing samples as
some drugs may not be on the register. Management further explained that the board
through the Committee of National Formulary changed the policy from mandatory
analysis to risk-based analysis in 2008. The method enabled them to sample and test a
wide range of medicines but other conditions like human resources, equipment and

laboratory space remained the same.

Analysis of budget and actual expenditure for the same period revealed overall under-
funding. We further n oted that of the total required funds for key laboratory supplies
like spares parts, chemicals and reference substances, calibration and maintenance of

equipment were not fully funded as shown in Table 5 below.
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Table 5: Financing Laboratory operations for the year 2007/08 to 2009/2010

Item 2007/08 2008/09 2009/10
Budget |Released |%age Budget |[Released %age Budget | Released [Yage
Released Released Released
Purchase of spare parts | 153.6 | 87.9 57% 176.5 59.7| 34% 229.9 146.5 64%
Purchase of columns
for HPLC and GC 375 4.1 11% 46.3 4.7| 10% 52.9 41.4 78%
Purchase of Chemicals
and Reagents 83.2 60.9 73% 101.3 63.9 | 63% 127.5 |116.8 92%
Purchase of chemical
Reference Substances | 60.0 76.8 128% 148.7 64.9| 44% 67.5 43.4 64%
Calibration of
equipment 27.0 0.0 0% 42.2 15| 4% 26.3 4.1 16%
Maintenance of Lab
Equipment 70.5 6.3 9% 70.0 65.8 | 94% 80.2 61.3 76%
Total 431.8 | 236.0 | 55% 585.0 260.5 | 45% 584.3 | 4135 71%
Source: NDA Peformance Reports 2007/08 to 2009/10.
We also noted that NDA has not made a scientific study on the average time required
to produce specific tests and monitor staff performance. Limited use of Mini -Labs which
were intended to work as a stop-gap measure and provide quick results to inspectors
in regional offices was also identified as another possible cause of delay.
Delays in releasing laboratory tests translate into dissatisfaction of clients. We noted
that NDA spent Ug Shs 9.3m in 2007/08, Ug Shs 30.8m in FY2008/09 and Ug Shs
19.9m in 2009/10 on outsourcing laboratory services outside the country, some of
which could have been saved if all the necessary equipment, staff and other
substances were in place. Benefits expected from use of minilabs cannot be realized.
2.2.4.2  Capacity of the Laboratory

® Personnel

Section 6.1 (part 1) of the WHO Good Practices for Pharmaceutical Quality Control
Laboratories requires that laboratories for drug testing and analysis should have
sufficient personnel with the necessary education, training, technical knowledge and

experience for their assigned functions.

We reviewed the NDA structure and current staffing levels and noted that the
laboratory does not have sufficient staff as prescribed by WHO. We noted that NDQCL
Department made an evaluation and presented a proposal of 52 staff to enable the

proper functioning of the lab. Out of th is number, the Department has only 11 officers.
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Management attributed lack of sufficient personnel to failure by government to provide
NDA with funding to fill existing posts. However a review of budgets and other
correspondences, revealed that there was no evidence that NDA management had

made efforts to secure government funding.

Inadequate staffing to test and analyse drugs impai r s NDA®s objective of
only drugs of the required quality are accessed by the population. It also increases

workload on existing staff and delays testing and release of sample results.

(i) Equipment

Section 8.2 and 8.3 (part 1) of the WHO Good Practices for Pharmaceutical Quality
Control Laboratories stipulates that the laboratories for testing and analysis should
have the required test equipment, instruments and other devices for the correct

performance of the tasks and these should meet the relevant standard specifications.

Interviews carried out with the management of NDQCL revealed that the laboratory did
not have the equipment required for key operations like micro-biology tests and
traditional/herbal medicine testing. During inspection, we observed that some
equipment, like the HPLCshown in Picture 1 below, required major repairs and had
been out of use for more than 7 months . Some of the stock of lab equipment is as old

9 years and obsolete with frequent breakdowns.

Picture 1: Faulty HPLC Machine

OAG photo taken on 5" August 2010 at 11.22am.
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Lack of sufficient funds to procure the necessary equipment was highlighted by
management as a reason of inadequate lab equipment. NDA had failed to collect
outstanding debts. The debt portfolio stood at Ug Shs 2.5bn as at 30™ June 2009 and
Ug Shs 3.3bn as at 30" June 2010 of which the line Ministry (Ministry of Health) alone
owed NDA about 25% and 40% respectively. Part of the verification fees is meant to
ascertain the quality of medicines by NDQCL before registration and market

authorisation in Uganda.

Lack of equipment impairs the ability of the laboratory to test and provide sample
results as required. Besides, NDQCL has not been able to carry out microbiology and

traditional/herbal medicine testing which puts the public at risk.

(iii) Laboratory Space
Section 7.9 part 1 of the WHO Good Practices for Pharmaceutical Quality Control
Laboratories requires that the storage facilities of a laboratory should be well organised

for the correct stor age of samples, reagents and equipment.

We inspected the NDQCL based in Mulago and observed thatthe storage facilities for
reagents inside the laboratory were well organised. However, some of the lab
equipment and several boxes of samples were kept in the corridors due to limited
storage space as shown in the picture 2 below. Space for keeping documents was also

a challenge.

Picture 2: Boxes of medicine samples in NDQCL Corridors

OAG Photo taken on 22" July 2010 at 5.02pm.
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During the course of the audit, we inspected the on-going works by NDA to construct a

bigger laboratory using internally generated funds to be completed in March 2011.

Inadequate storage space can affect proper storage for ease of identification and
retrieval of samples and equipment. It can also cause congestion making it difficult to
clean the premises. Effects of accumulated dust, poor aeration and effects of
dampness and heat under such circumstances can also affect the lifespan of the

samples which in turn impacts on test results.

2.2.4.3  Testing Traditional/herbal medicines
NDA is supposed to test 24 samples of traditional/herbal medicine per year. *

A review of operational plans and annual performance reports and interviews revealed

that NDA did not test traditional/ herbal medicines.

NDAGs failure to test these samples was attr.]
NDQCL to create a dedicated traditional/herbal testing unit, lack of equipment like

Atomic Absorption Spectrophotometer (AAS), High Performance Thin Laye
Chromatography (HPTLC) and Infra Red (IR). Lack of staff with technical skills in

testing herbal medicine was another reason advanced by management. While NDA had

planned to train 4 members of staff in testing traditional/herbal by December 2008, we

noted, however, that none were trained until the end of the 2009/10 financial year

(June 2010), when only 2 members of staff from the NDQCL were trained. Another

reason given was lack of subsidiary legislation in place to enforce compliance.

As a result, the public may be exposed to medication which does not guarantee purity,
safety, potency and efficacy. By their nature, traditional/herbal medicines are not
regulated like other conventional medicines since they lack common standardization
and scientific data to support the medicinal activity claimed and their assumed safety
and efficacy. The benefit of testing to ascertain the purity, concentration or labelling
claims of herbal medicines is not achieved. This may also expose the consumers to

adverse reactions.

" NDA Strategic Plan July 2007 toJune 2011, paragraph 9.2.5 page 83.
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22.5
22.5.1

DRUG INSPECTION

Inspection of Drug Consignments entering the country

NDA is required to inspect all consignments of drugs and pharmaceutical products
entering the country on the same day®. All rejected consignments must be destroyed

or re-exported to the countries of origin at the expense of the importer.

A review of weekly summary reports of consignments at entry points revealed that all
consignments of drugs and pharmaceutical products entering the country are not

inspected on the same day.

A sample of weekly reports on consignments each month for the 4 years under audit
revealed that on average it took between 4 to 13 days as opposed to the stipulated

period of same day as shown in the graph below.

Figure 4:
Average Time of Inspecting
Consignments for the period 2006/07
to 2009/10
15
- 10 *
o g ~——
2
2006/07 2007/8 2008/09 2009/10
—4— Nakawa 11 6 6
—l—Entebbe 7 7 5 5
Busia/Malaba 13 4 5

OAG Analysis of Weekly &mmary Reports of consignments at entry points,( Inspectorate Department).

(NB: Data for Nakawa for 2007/08 was not obtained).

Through interviews, we noted that URA informs NDA of any drug consignment that

may be at entry points. We, however, noted that t his arrangement is not formal and is

8 NDA Strategic Plan July 2007 to June 2011 page 29 paragraph 3.3.5
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not supported by a memorandum of understanding between the 2 organisations. There

are no meetings initiated by NDA to harmonise this relationship.

The results of inspection of consignments at entry points for the peri od July 2008 to
June 2010 revealed that an average 2% of the consignments were rejected. We were
unable to obtain evidence to confirm that all rejected consignments were actually

destroyed under NDA supervision or re-exported to their countries of origin.

The variations highlighted above were attributed to inadequate transport and lack of
staff to inspect the consignments and verify relevant import documents. Busia and
Malaba entry points along the Kenya/Uganda border are managed by only 1 person
who moves from 1 station to another, which makes it difficult for him to inspect all

consignments as and when they arrive in the country.

Failure to inspect consignments in time may result into importation of wrong drugs into
the country. The delays experienced by importers may create undue pressure on NDA
staff, impair the image of NDA, compromise objectivity and delay critically needed
drugs which may put the lives of people at risk. If rejected consignments are not
destroyed or re-exported immediately, unscrupulous people may divert them into the

market and increase a risk of sub-standard medicines in the market.

DISSEMINATION OF DRUG INFORMATION

Developing, reviewing and disseminating guidelines on of promotion and

advertisement of medicines

Section 64 (1) (e) of the NDPA requires the Minister in charge of Health, on the advice
of the drug authority, to make regulations by statutory instrument prohibiting,
regulating or restricting the manufacture, sale or advertising of drugs, pharmaceutical
preparations and therapeutic substances. NDA is supposed to develop, review and
disseminate guidelines for promotion and advertising by June 2008. [NDA Strategic
Plan July 2007 to June 2011July 2006 to June 2011, 1.4.1 page 89].

Examination of the records availed during audit indicate that while NDA had developed
guidelines for promotion and advertising, the guidelines had not been reviewed and

disseminated by June 2008.
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22.7
22.7.1

Delays in the legal drafting of guidelines into Regulations (see 4.1.1 above) was
highlighted as the main reason for failure by NDA to disseminate information on

advertising and promotion.

Failure to have proper guidelines on advertising and promotion of medicines and
disseminating them to relevant stakeholders impairs the ability of the ND A to execute

its mandate of regulating drug promotional activities.

The public is also exposed to the risk of getting misleading information about the drugs

on the market.

Public awareness on rational use of drugs
Section 59 (2) (a) of the NDPA requires NDA to promote public awareness and

knowledge of the rational use of drugs.

A review of training reports revealed that NDA is not conducting public awareness

programs on drug and substance abuse.

We noted that NDA was expected to carry out 6 sensitisation events on drug and
substance abuse each year but no such event was organised by the Drug Information
Department. Radio programs for purposes of sensitisation and radio awareness were

suspendedin 2007.
NDA management attributes this lapse to inadequate funding.

Failure to sensitise the public on drug and substance abuse is an indication that NDA

has failed to protect society against the associated harmful effects.

MONITORING AND CONTROL

Monitoring and Approval of drug adv erts and promotional material
Section 33 (1), (a), (b) and (c) and the Fifth schedule thereto, of the National Drug

Policy and Authority Act cap. 206 also prohibits the advertisement of drugs and
descriptive matter likely to lead to the prevention or treatment of any disease for
purposes of termination or influencing the course of human pregnancy, or for purposes
of enhancing human potency and treatment of diseases like Hernia, Diabetes, Heart

disease, cancer, goitre and many other diseases in the fifth schedule to the Act, unless
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a patent has been obtained for that purpose (S.33 (3) (c). All Drug promotions and
adverts should be approved by NDA.®

A review of documents revealed that promotional materials for conventional medicines
are approved by NDA. Approval of adverts for traditional/herbal and complimentary
medicines was however discontinued in 2008. Interviews conducted with NDA
management also indicate that monitoring of adverts is not done. We also observed
that sensitisation of stakeholders involved in the promotion and advertising of

pharmaceutical products has not been done for the last 3 years.

The reason for discontinuing approval of adverts in this category was that NDA
regulates the products only and not the practice. Audit noted that in N ovember 2008, a
joint statement was issued by NDA, Uganda Medical and Dental Practitioners Council,
Media Council, and Broadcasting Council directing all media houses and the general
public to stop advertising and claiming that certain persons and/or medic ines in their
possession has the capacity to heal several diseases. Failure to monitor adverts was
attributedto NDA6s failure to designate a dedicated
adverts. Lack of funds and failure by NDA to gazette the guidelines into statutory

instruments was also highlighted as another reason for limited sensitisation activities.

Failure to approve and monitor adverts and promotional materials has the potential of
exposing the public to misleading drug information. This further pose s a risk of using
inappropriate medication, risking the lives of people and attendant effects of adverse
reactions. Ensuring that promotion and advertising conform to appropriate procedures
also becomes difficult. Besides, illegal adverts have continued unabated in the print
and electronic media advertising prohibited services like treatment of acute medical
conditions such as enhancing human potency, change of pregnancy, hernia, diabetes,
syphilis and many other medical conditions. Hawking medicines ranging from over the
counter drugs to herbal or food supplements in buses, markets and other public places
or mounting public address system is on the increase. This practice exposes such items
to extreme conditions like heat which can cause deterioration of th eir active ingredients

and compromise their efficacy.

® NDA Strategic Plan July 2007 to June2011 paragraph 1.4.2 page 89.
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22.7.2

Di stribution and collection of Adverse

The National Pharmacovigilance Centre (NPC) is required to distribute ADR report
forms and collect reports from health faci lities'®. ADR forms should be distributed and

collected on a monthly basis from hospitals and health centres. **

Interviews with NPC and Regional Fharmacovigilance Centre Coordinatorsrevealed that

this is not the case.

We observed that ADR forms are distributed to hospitals and health centres or districts
in bulk, usually once a year but collection of the forms by the Regional
Pharmacovigilance Centre Coordinators is done on quarterly basis during other hospital
support supervision activities. NPC staff ako pick forms while conducting support

supervision activities.

ADR forms are not collected regularly as required because they are not filled. Some
health centre workers do not fill ADR forms even when there are patients under ADR
observation because the forms are too detailed and complex to understand. They are
also unable to fill the forms because of lack of knowledge . Failure to fill the forms was
also attributed to fear of litigation since health workers attending to patients are the

same people expected to fill the ADR forms. Meanwhile, distribution, filling, collection
and reporting of ADR cases is not mandatory; it is persuasive and the staff handling
these functions are not NDA staff. Enforcing compliance becomes difficult under these

circumstances.

43% of the respondents from Regional Pharmacovigilance Centres indicated that lack
of sensitisation was a cause of poor response, another 43% revealed that health
centres failed to return ADR forms while 14% revealed that NDA does not provide
them with f acilitation to collect these forms from the health centres on a monthly basis.
An operating imprest of Ug Shs 100,000 per month was only released once for 1

quarter in FY 2009/10 and stopped because of poor accountability. Further

19 A Guide to Detecting and Reporting Adverse Drug Reactions (paragraph 2.2 page 4),
December 2008.
1 NDA Strategic Plan July 2007 to June2011 paragraph 3.4.11 page 94.
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examination of estimates and actual releases for FY2008/09 revealed that of the Ug
Shs 25.4m that was budgeted for collection of ADR forms, only Ug Shs 7.1m,
representing 28% was released. This performance level impairs successful

implementation of planned activities.

Failure to fill the ADR forms and submit them promptly impairs timely reporting of ADR
cases. When existing or observed ADR cases are not reported, proper management
and timely corrective measures may not be taken which puts the lives of the public at

risk.

Reporting _Adverse Drug Reactions

The National Pharmacovigilance Centre is required to commit reports to WHO Drug
Monitoring Centre in Uppsala, Sweden and to disseminate relevant information to
Health Professionals, Policy makers and other stakeholder$?. NDA is also expected to
give feedback on Adverse Drug Reactions (ADR) to International agencies on a

quarterly basis. *3

It was noted that r eports on ADRare recorded and filled in a software (VigiFlow) which

relays this information to the World Health Or ganisation.

We visited the National Pharmacovigilance centre based at NDA headquarters and9
out of the 12 Regional Pharmacovigilance Centres and noted that 4 of them carry out
minimal activities and do not have facilities (e.g. space and equipment like computers)
for use of VigiFlow. Arua, Jinja and Kabaledo not have computers and only send ADR
forms to the NDA National Pharmacovigilance Offices in KampalaAlthough the Mulago
National Referral Hospital Pharmacovigilance centre was provided with a compute, no
records had been entered at the time of audit. Besides, the centre does not send any
forms to NDA. Meanwhile NDA procured 7 modems for Hoima, Fort-Portal, Gulu,

Mbale, Soroti and Masaka and pays for subscription for internet connectivity.

We noted that even after the forms have been collected, it took NDA 3 to 31 months

on average to analyse and record them on VigiFlow.

12 A Guide to Detecting and Reporting Adverse Drug Reactions (paagraph 2.2 page 5),
December 2008.
13 NDA Strategic Plan July 2007 to June2011 paragraph 3.4.12 page 94.

54



Figure 5:
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OAG analysis of ADR reports by the National Pharmacovigilance Centre

Further scrutiny of the ADR forms collected by the National Pharmacovigilance Centre

from various health centres in 8 districts revealed that 66% of the forms had not been

processed at all (Table 6 below refers).

Table 6: ADR Forms Collected and Processed by the National Pharmacovigilance

Centre

District Forms Collected Forms Processed %age Processed
1 Kabale 1 0 0%
2 Soroti 29 1 3%
3 Gulu 32 10 31%
4 Arua 36 24 67%
S Nebbi 5 0 0%
6 Mbale 14 14%
7 Mbarara 27 4%
8 Masaka 30 21 70%

Total 174 59 34%

Interviews conducted at National Pharmacovigilance Centre revealed that some

Regional Pharmacovigilance coordinators are notable to use the VigiFlow software.
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The software is also slow and is associated with system overload which impairs speedy
entry of data. Reports also indicate that about 80% of the forms submitted are not

filled properly, have missing data leading to rejection by the system. This also delays
data processing and analysis. Limited support supervision from the NDA to the regional
centres also weakens the reporting process. Syervision of staff who are not employed
by NDA is also a challenge as observed in 2 out of the 7 centres where coordinators
have since left the stations without making proper accountability or even handing over

the property entrusted to them.

Latereporti ng and analysis of ADR cases impairs

the signals necessary for evidenced based regulatory decisions or followup action
regarding changing lines of drugs, withdrawal of products or batch from the market.
Spontaneous reporting by nature has its own weaknesses. Observing trends for

informed decision making becomes difficult.

CONCLUSIONS

From the audit findings outlined above, the following conclusions were made to

highlight the opinions observed in the course of the audit.

LEGAL MANDATE

Reqgulatory Framework

NDA has not gazetted guidelines into statutory instruments as required by law. This

impairs the ability of the authority to execute its mandate.

LICENSING OF DRUG OUTLETS

Issuing of Licences

NDA does not issue licences to all drug outlets by 31% January of each year as
required. This encourages illegal operators of drug outlets and poses a risk of exposing
the people to sub-standard drugs on the market. NDA is also denied revenue from

drug outlets as budgeted for service delivery.

Publicizing _Licensed Drug Outlets

NDA does not publicise licensed drug outlets. This limits access to vital information by
the public as to the legal drug outlets where consumers would confidently buy

medicine with ease.
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Closing of un_-licensed Drug Outlets

NDA does not close all unlicensed drug outlets posing a risk to the population
regarding the safety and efficacy of medicines available on the market. This
encourages prevalence of illegal operators, and subsequently sub-standard drugs
which i mpairs NDAObds objective of ensuri

are availed to the public.

ASSESMENT/EVALU ATION AND REGISTRATION OF DRUGS

Assessment/Evaluation _of dossiers
NDA takes too long to evaluate dossiers. This may in turn reduce competition and

result in increased prices and reduced access of essential medicines on the market.

Registration and Updating of the National Drug Reqister
NDA does not update the National Drug Register on a monthly basis which may result

into entry of unregistered /unauthorized drugs in the Country.

DRUG TESTING AND ANALYSIS

Time of releasing laboratory test results

NDA does not release all laboratory test results in 2 weeks from the time a
consignment is sampled. This may impair timely decision-making and lead to

dissatisfaction by clients.

Capacity of the Laboratory
NDA does not have the required laboratory capacity in terms of personnel, laboratory

equipment and storage space. This compromises the ability of the lab to ensure the

quality of the drugs consumed by the public.

Testing Traditional/herbal medicines
NDA did not test traditional/herbal medicines for the period under re view. This exposes

the public to sub-standard drugs without proven safety, quality and efficacy.
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2.3.7.3

DRUG INSPECTION

Inspection of Drug Consignments entering the country

NDA did not inspect all drug consignments at border entry points on the s ame day.
This may impair the image of NDA, compromise objectivity and delay critically needed

drugs which may put the lives of people at risk.

DISSEMINATION OF DRUG INFORMATION

Developing, reviewing and disseminating gquidelines on of promoti on_and
advertisement of medicines

NDA has not made statutory instruments for regulating advertisement of
pharmaceutical products. The public is exposed to the risk of getting misleading

information about the drugs on the market.

Public awareness o n rational use of drugs

NDA has not been vigilant in sensitizing the public on rational use of drugs. Failure to
sensitise the public on drug and substance abuse is an indication that NDA has failed to

protect society against the associated harmful effects.

MONITORING AND CONTROL

Monitoring and Approval of drug adverts and promotional material
Apart from conventional medicines, NDA does not approve traditional/herbal drug

adverts and promotional materials. Besides, nonitoring of adverts i s not done. This has
the potential of exposing the public to misleading drug information as evidenced by

illegal adverts in the print and electronic media and hawking of drugs.

Distribution and collection of ADR forms

ADR forms are not collected from health centres on monthly basis, implying that cases
of adverse drug reactions cannot be reported and followed up in time. This impairs
timely reporting of ADR cases and affects proper management and timely corrective

measures thus risking the lives of the people.

Reporting _Adverse Drug Reactions

NDA does not make timely feedback on ADR which in turn limits the information for
informed decision makingondrugs. Thi s i mpairs NDAO®&s rol e

the signals necessary for evicenced based regulatory decisions.
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2.4

24.1
24.11

24.2
2421

2422

24.23

RECOMMENDATIONS
Based on the findings and conclusions presented above, the following

recommendations aimed at addressing the existing deficiencies have been suggested

LEGAL MANDATE

Requlatory Framework
Management should expedite the process of gazetting regulations to enable the

authority to enforce its mandate effectively.

LICENSING OF DRUG OUTLETS

Issuing of Licences

NDA should fill existing positions and carry out a comprehensive evaluation of its
human resource requirements and determine the optimal staffing levels to effectively

carry out its mandate.

Management should ensure that regional offices are provided with appropriate
transport facilities to enable them carry out pre-licensing inspection for timely issuance

of licenses.

It is also advised that NDA starts the process of licensing early to avoid unnecessary

delays.

Publicizing _Licensed Drug Outlets

NDA should ensure that the public is availed free and timely access to information

regarding licensed drug outlets.

Closing of un -licensed Drug Outlets
NDA should involve local leaders in their respective areasin approving new operators,

closing unlicensed premises, renewing licenses or carrying out inspections so as to

increase cooperation and effectiveness of inspections.

NDA should also strengthen and streamline the role of Inspectors to improve on
existing weaknesses in the process of authorisation, inspection and enforcement.

Management should also ensurethat police officers of appropriate ranks are deployed
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whenever enforcement activities are taking place. NDA should encourage formation of

Drug outlet owners towards self regulation.

NDA is advised to make formal arrangements with district management regarding
DADI 6s by way of Memor andum of Understandi ng,

conditions of such engagements.

24 .3 ASSESMENT/EVALUATION AND REGISTRATION OF DRUGS

24 .3.1 Assessment/Evaluation of dossiers

NDA management should consider pioritising funding of dossier evaluation since it
generates about 80% of NDA revenue whereas it is provided with only 44% of its

budgeted requirements.

Where staff strength within NDA structure does not match with the dossier applications

received, management should consider the option of outsourcing the activity.

NDA should also consider the option of establishing a dedicated information
centre/front desk to guide applicants on NDA requirements, screen applications and
provide timely advise on potential queries that may unnecessarily prolong evaluation of
dossiers. It is also necessary to cooperate with other reputable drug regulatory
agencies to share information on similar products that have been evaluated by their
peers to reduce on existing workload, without compromising the quality of the products

entering the Ugandan market.

24 .32 Reaqistration and Updating of the National Drug Redgister

NDA should ensure that all user needs regarding identification of drugs for deletion and
reminders on the respective due dates for payment of retention fees are taken into

account by the software.

24 .4 DRUG TESTING AND ANALYSIS

24 .41 Time of releasing laboratory test results

Management should put in place a comprehensive plan to ensure that Mini-Labs are

used for testing samples at regional offices.

NDA should improve procurement practices to ensure that laboratory inputs are

available at all times to avoid delays of results.
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They should also avail staff with the necessary reference standards to the laboratory to

improve efficiency.

Capacity of the Laboratory
Government, through the Ministry of Health, should play a leading role in ensuring that

the NDA as a government drug regulatory body has adequate space, equipment and

staff to execute its mandate.

Testing Traditional/herbal medicines

Steps should be taken to ensure that all the required staff in testing of

traditional/herbal medicines are trained.

Management should procure the equipment necessary for testing
traditional/herbal medicines.

A comprehensive system of regulating herbal medicines should be put in place by
way of statutory instrument to save the public from quack products on the
market, promote local research/production and save lives.

Collaboration with other agencies involved in traditional/herbal medicines like

Natural Chemotherapeutics Research Laboratory should be encouraged where

capacity within NDA is inadequate.

DRUG INSPECTION

Inspection of Drug Consignments entering the country

Management should put in place a proactive arrangement to ensure that all
consignments are inspected within agreed timeframes and all key entry points
are staffed.

Provision of testing equipment at designated ports of entry should be prioritised
to reduce the time of inspecting consignments and increase the number of
samples tested.

NDA should take a leading role to formalise its working relationship with URA and
ensure that customs staff are regularly sensitised about the importance of quick
notification of NDA and meetings held regularly to enhance coordination.

NDA should liaise with other stakeholders to ensure that a system is put in place
that would ensure that rejected consignments are destroyed or re -exported

without delay.
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24.6.1

2.4.6.2

2.4.7
24.71

24.7.2

DISSEMINATION OF DRUG INFORMATION

Developing, reviewing and disseminating quidelines on _of promotion and

advertisement of medicines

Management should prioritise and expedite the legal drafting process to ensure that

the guidelines are gazetted so as to disseminate drug information to t he public.

Public awareness on _rational use of drugs
Priority should be given to awareness activities in order to protect the public against

the harmful effects of drug and substance abuse. Management should harmonise Drug
Information Department a ctivities with those of the Public Relations Office to ensure

harmony and coordination.

MONITORING AND CON TROL

Monitoring and Approval of drug adverts and promotional material

To improve the system of approving adverts, NDA should play a leading role in
collaborating with other agencies involved in advertising, like media houses and their
regulatory agencies, local councils managers of public places like markets or bus
owners, to stop illegal adverts. Priority in resource allocation should also be given to
monitoring adverts to safeguard the public from misleading information. Public
awareness campaigns should be enhanced to empower the public and safeguard it
against the effects of wrong drug information. NDA should assign and facilitate a
dedicated person to monitor and report on advertisement of drugs and promotional

material.

Distribution and collection of Adverse Drug Reactions forms

o The Ministry of Health should streamline the functions and activities relating to
ADR reporting.

o It is also recommended that the ministry incorporates ADR reporting in the
overall Health Information Management Systems so that the forms are collected
with other routine documentation.

o Sensitising health workers on ADR reporting and skills on filling the forms should
be continuous with a view of encouraging health workers to record all possible

drug reaction observed. Their fears on possible litigation should be allayed.
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o NDA should develop feedback mechanisms to stakeholders to encourage them

appreciate the benefits of ADR reporting.

24.7.3 Reporting _Adverse Drug Reactions

o NDA should work hand in hand with the Ministry of Health to ensure that ADR
reporting is prioritised and incorporated into other support supervision activities.

o While training centre coordinators on the use of VigiFlow should be emphasised,
sensitisation of health workers on observir
should be continuous.

J Regional Inspectors of Drugs should be involved in Pharmacovigilance
sensitisation activities.

J Regional Pharmacovigilance centres should be provided with the necessary

logistics, like internet facilities, to enable them report ADR.
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3 PROCUREMENT SYSTEM IN LOCAL GOVERNMENTS: A CASE
STUDY OF 7 DISTRICTS
3.1 INTRODUCTION
31.1 Moti vation

Over 80% of the population of Uganda of 30 million live in rural areas.’* These areas
are served by Local Government Councils (LGC)mandated by the Local Government
Act, Chapter 243 of Laws of Uganda® to be the highest political authority in providi ng
decentralised services to the populace. According to the PPDA baseline survey report of
May 2006, over 60% of the budgets of local Government Councils are spent on goods
and services. However, the procurement of goods and services is reported to be a very
high risk area which is characterised by irregular sourcing of suppliers due to influence
peddling, massive complaints of shoddy works, substandard quality of goods and
services, inflated cost of inputs and poor management of contract processes, among

others.

According to the PPDA, there isa high level of inefficiency in the procurement process
from initiation to contract award stages affecting lead time and service delivery.

72.8% of sampled entities audited by PPDA did not have procurement plans, while
procurements amounting to Ug Shs114 billions representing 28.5% of the sampled
procurements files had incomplete records.’® In the sampled districts of Mukono,
Apac, Arua, Kamuli, Moroto, Bushenyi and Burdibugyo Ug Shs48 billion was allocated
to the sectors of Water, Education, Health, Works and Agriculture in the three years
under the study. These sectors arguably have bigger budgets and their work impacts
most on welfare of ordinary citizens. However they perform below expectations due to
poor management of procurement processes which in turn impact negatively on the

implementation of government programmes .*’

14 UBOSreport 2009

15 Section 9 of the Local Government Act, Chapter 243 of Laws of Uganda

18 PPDA final report baseline survey on the procurement system in Uganda , January 2010
" Daily monitor, Monday, February 15, 2010, page 3
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3.1.2

3.13

3.14

It is against this background that the office of the Auditor General thought it necessary

to carry out a value for money study on the procurement process in local governments.

Description of the Audit Area

Article 16 (1) of the constitution provides for the system of local governance in Uganda

based on the district as a unit under which there shall be such Lower Local
Governments (LLG) and administrative units as Parliament may provide. The
enactment of the Local Government Act 1997 (LGA) gave effect to decentralisation as a
system of governance which devolved functions, powers and services to all levels of
local government councils (LGCs) to ensure good governance and democratic

participation in, and control of decision making by the people.

With decentralisation, local governments were given increased roles in the
procurement and disposal of goods, works and services in order to provide services to
the people, thus entrusting them with large sums of money. There was need for
government to put in place structures to ensure proper utilisation and accountability

for the resources in the hands of the LGs.

The PPDA was therefore createdto foster transparency, competition, accountability,
economy and efficiency in procurement and disposal process. The PPDA is responsible
for the provision of policy, regulation, co -ordination, monitoring, supervision and
control of procurements to ensure value for money in all government ministries,
agencies and local governments. The objective of this audit was therefore to assess

the performance of the procurement system in LGs.

Audit Objective

The objective of the audit was to assess the performance of the procurement system in
the selected districts of Apac, Arua, Bundibugyo, Bushenyi, Kamuli, Moroto and
Mukono. The audit sought to ascertain the level of compliance with the PPDA rules and

the achievement of value for money in procurements.

Mandate
The local authorities (districts) derive their mandate from the following legal

provisions:
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3.15

3.1.6

3.1.7

Vi.

The Constitution of the republic of Uganda, 1995 as amended.

The Local Government Act, CAP 243of Laws of Uganda.

The local Govemment Finance and Accounting Regulations, 1998 and 2007.
The Public Finance and Accountability Act, 2003

The PPDA Act, 2003

The Local Government PPDA Regulations 2006

Basic Public Procurement and Disposal Principles/Objectives

The basic principles or objectives of a procurement system are defined in sections 44
to 47 of the PPDA Act and the LG PPDA Regulationd3, and are highlighted below:

To ensure that there is non discrimination in public procurement.

To ensure that all procurement and disposals are conducted in a transparent,
accountable and fair manner.

To ensure that all procurements are conducted in a competitive manner to
achieve Value For Money VFM.

To ensure that there is confidentiality in the conduct of procurement .

Activities carried out by Local Authorities

Local Governments procure goods and services while carrying out activities specified in

part 2 of the second schedule of the LGA:

Provision of educational services

Medical and health services

Provision and maintenance of water supplies.
Construction, rehabilitation and maintenance of roads.
Drawing recurrent and development budgets.

Collection of local revenue.

District Funding

The districts have three main sources of funds: local revenue, central government

grants and donor funds. The figures below are a summation of all the components

mentioned above. The total funding to the 7 districts is shown in table 7 below:
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3.1.8

3.2

Table 7: District Funding Figures in Shillings

District 2007/08 2008/09 2009/2010 Total

Apac 24,701,109,311 | 21,189,333,522 | 24,805,852,824 | 70,696,295,657
Arua 25,618,295,819 | 22,510,319,908 | 26,222,825,892 | 74,351,441,619
Bundibugyo | 10,310,626,886 | 12,778,457,755| 13,635,759,679 | 36,724,844,320
Bushenyi 31,569,101,299 | 34,621,464,921 | 36,125,641,886 | 102,316,208,106
Kamuli 19,541,347,041 | 21,185,943,478 | 24,382,655,869 | 65,109,946,388
Moroto 6,619,582,159 9,309,060,124 | 12,086,364,045 | 28,015,006,328
Mukono 31,070,136,758 | 33,175,079,750 | 38,482,911,204 | 102,728,127,712
Total 149,430,199,273| 154,769,659,458 | 175,742,011,399 | 479,941,870,130

Source: Audited final accounts of respective districts

Scope

The case study was carried out in the selected districts of Apac, Arua, Bundibugyo,
Bushenyi, Kamuli, Moroto and Mukono and focused on the performance of the
procurement system over the three financial years: 2007/2008, 2008/2009 and

2009/2010.

FINDINGS

In this chapter, findings in reference to the audit objectives and questions are
presented. The findings are summarized from both primary and secondary source data,
presented in tables, percentages and cross tabulations. Procurements worth Ug
Shs.11.4 billion were selected for audit for the three financial years under study. The
sectoral distribution of the Ug Shs11.4 billion is: Ug Shs5.3 billion to procurements in
water sector, Ug Shs3.1 billion to works, Ug Shs1.4 billion to Education, Ug Shs1.3 to
Health, Ug Shs0.4 to production and Ug Shs0.1 to Community Services as illustrated

in the figure below.
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32.1.1

Figure 6 showing sectoral distribution of sampled procurements in UG.

Billions of Shillings

MW Education
m Health
mWater

o Works

= Production

The findings are discussed below;

Procurement Planning
Needs assessment

Regulation 62 of the LGPPDARand Regulation 22 of the LGFAR 2007 require that
procurement work plans submitted to PDUsshould be based on identified user needs
before any project is subjected to a procurement process. This is to ensure that,
goods, works and servicesto be procured serve the intended purpose of the end users.
The audit revealed that all procurements examined in our sample did not have

evidence of prior needs assessment by the beneficiaries, asillustrated in table 8 below.

Procurements done without needs assessment

Table 8 :

Arua 9 807,415,910 7 517,284,017 16 1,324,699,927 | 16
Apac 3 339,097,343 12 1,242,30,229 15 1,581,407,572 | 21
Bushenyi 14 835,353,723 1 3,449,600 15 848,803,323 | 98
Bundibugyo 5 457,822,558 11 [1,630,510,762 16 2,088,333,320 | 22
Kamuli 16 1,139,183,092 - - 16 1,139,183,092 | 100
Moroto 6 447,166,717 10 [1,368,821,963 16 1,815,988,680| 25
Mukono 9 1,537,635,535 6 1,070,682,917 15 2,608,318,452| 59

Source; OAG Analysis



Of the total 109 sampled procurements in the 7 districts, 49% totalling to Ug Shs5.5
billion lacked evidence of the needs assessment. The worst performance was
registered in Kamuli with 100% failure while the least failure rate was registered in

Apac District with 21%.

The major reason for not carrying out needs assessments included, among others: lack
of capacity at the user department level to carry out needs assessment, projects that
are imposed on the people and deliberate exclusion of the users in the project

identification.

As a result of the above, many negative effects were suffered by the intended users.
For instance, in the district of Arua where goats were imposed on the people, 200
(Boar and Mubende breeds) goats supplied for the sole purpose of improving the local
breed, registered a high rate of failure among the target farmers. 22% of the procured

male Boar goats died within two months of supply, resulting in a financial loss of Ug

Shs8,096,000 due to poor handling by model farmers and deliberate slaughter by

others.

Picture 3; a
head of a

slaughtered Boar
goat supplied to
model farmers

for multiplication
in Arua district -
NAADS projects
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There were also cases of miscarriages All the locally procured female goats at th e first
and second pregnancy experienced a miscarriage. The miscarriages were attributed
partly to the size misfit between the local goats and the exotic Boar goats and partly to
poor handling. This may have been a problem of lack of piloting the project before a

final roll out.

In Apac and Moroto, 70% of apiaries did not colonise. This was attributed to imposing

projects (bee keeping) that were designed generally and rolled out to places where

they coul dnot be adoptnmatth betwden thehfoliage and the d

bees. Because bees thrive in an environment where there are plenty of trees rich in
flowers and not in swampy and desert- like conditions of Apac and Moroto,

respectively.

The audit further established that the Rural Growth Centre Scheme (RGC)® set up to
provide water supply and sanitation to improve the socio-economic situation and
general health conditions through the reduction of water borne diseases in Moroto,
Ngoleriet Sub County was not sustainable because the RGC depends on payment of a
user fee to meet operations and maintenance cost. According to the civic leaders and
the local community, the beneficiaries cannot afford the contribution since they depend
entirely on external support for their livelihood. The Local Government did not have a
budget for the procurement of diesel required for the daily running of t he RGC
generator. Consequently, the local community of 5,852 persons, continued to depend
on water from dirty and contaminated sources (see Picture 4 below) and a few
available congested bore holes despite the procurement and installation of a Ug

Shs577,627,780 project in Kangole centre

8 An RGC is a water supply scheme that is motorized and uses power to pump water to the users.
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Picture 4: A lady
fetching water from
a dirty and
contaminated
source of water at
Nawoikoroti parish
in Ngolerieti Sub
County in Moroto
District

The study also revealed that Seven (7) out of the ten (10) installed boreholes
inspected were found to be non-functional. Some of the failures of the project were
attributed to fluctuating water tables because the boreholes were imposed in the
locality despite water siting results which showed very low water table implying the
scheme could not be sustained. Additionally, lack of community participation and
ownership of the projects is a factor contributing to project sus tainability failures;
further still, i n Mor ot o District, fruit seedlings sup
propagation were eaten by goats or scotched by long spells of draught resulting in

project failures.

3.2.1.2 Procurements made outside the proc urement plans
Procurement planning is a mandatory requirement under regulation 62 of the Local
Government Public Procurement and Disposal of Public Assets Regulations, 2006
(LGPPDAR The Regulation requires user departments to prepare work plans for
procurements based on the approved budgets to be submitted to the PDU to facilitate

orderly execution of annual procurement activities.

The audit noted that all the PDEs had prepared Procurement pans as per the PPDA
regulations and submitted them to the PD U. However, the study revealed that i n some
districts, users submitted to the PDU work plans that did not give detailed breakdown

of activities of works, services and supplies.
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3.2.2

Further, audit established that 24% representing Ug Shs2, 750,194,317 of all the
procured items in the sampled procurements were outside the procurement plans. For
instance, Bushenyi had 58% of unplanned procurements, representing Ug
Shs488,352,402, which is the biggest percentage of unplanned procurements; while
the lowest percentage was noted in Kamuli District at 17%, representing Ug

Shs.194,894,000. Details are further presented in table 9 below:

Table 9: Showing unplanned procurements

Unplanned procurements

DISTRICT Total sample in Ug Shs | in Ug Shs %
ARUA 1,349,754,927 - -

APAC 1,581,407,560 303,523,671 19
BUSHENYI 835,353,723 488,352,402 58
BUNDIBUGYO 2,088,333,320 - -

KAMULI 1,122,383,092 194,894,000 17
MOROTO 1,774,204,795 299,737,757 17
MUKONO 2,608,318,452 1,463,686,487 56
Total 11,359,755,869 2,750,194,317 24

Source: OAG Analysis of procurements outside the procurement plans

Among the causes of procurements outside the plan are: poor prioritisation of needs,
pledges, and undue influence. Management attributed this to failure to update
emergency procurements into the plan and subjecting them to the due process of

approval following amendments.

Procurements were carried out without due regard to the annual procurement plan and
this did not facilitate orderly execution. As a result, the benefits which should have
been derived if the activities had been planned were missed. Some projects were not
completed because the limited resources were spread to cover more projects than

planned.

Procurement requisition: Confirmation of funds

Regulation 65(1c) LGPPDARequires the Accounting Officer (AO) to confirm in writing

the availability of funds before signing any contract.
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The study established that not all the procurements in our sample were entered into
before the confirmation of availability of funds by the A ccounting Officer. The audit
revealed that 28.6% of the total sampled contracts were entered into without

confirmation of availability of funds by the accounting officers as shown in table 10

below;

Table 10: Showing Cases of signed contracts without conf irmation of funds
DISTRICT Number Un confirmed funding ( Ug Shs)
ARUA 2 185,856,960
APAC 24 384,551,186
BUSHENYI 17 1,119,124,920
BUNDIBUGYO 1 101,725,558
KAMULI - -

MOROTO - -
MUKONO 4 1,463,686,487
Total 48 3,254,945,111

Source: OAG Anal ysis of field data from selected districts

The contracts entered into without confirmation of funds were worth Ug Shs
3,254,945,111. In Apac, for example, contracts worth Ug Shs384,551,186 were
awarded to construct pit latrines in twenty four schools. However, at the time of audit
no funds had been received from the anticipated source, and yet the contracts had
been signed. It is worthy to note that the good practice found in Moroto where

procurement process was initiated up to the point of contract awar d and signing of

contracts delayed till the release of funds is confirmed.

According to management, procurements entered into before confirmation of release
of funds was attributed to the lengthy and bureaucratic nature of the procurement law
that slows down the procurement process. In a bid to follow their procurement plans
and to adhere to the procurement law they relied on planning indicative figures and

initiated procurements in anticipation.

Lack of compliance was also attributed to failure by PDEs to appreciate the
procurement regulations and lack of synchronisation between the PPDA requirements
and the release of funds by MoFPED.
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Delayed performance of contracts due to non availability of funds denied services to
the target beneficiaries and could result in possible litigation for delayed settlement.
For instance audit revealed that, in Mukono district, contracts worth Ug Shs1.4b had
stalled due to lack of funds. The study further revealed that failure to complete the
construction of twenty two pit latrines in schools in Apac left over 10,000 pupils
without pit latrines and at risk of disease outbreak. The abandoned project for the
construction of OPD at Wagala in Mukono district left the target population to continue

walking a distance of over 10km to the nearest health centr e at Lugazi town council.

Picture 5: A
picture showing
two faces of an
abandoned
Construction site
of an Out
Patients
Department
(OPD) at Wagala
Health Centre ii,
Nagojjee Sub
County in
Mukono District.
Construction
works on the
project had
started in the
financial year
2007/08

Bidding Procedures

The PPDA Act encourages fair competition by having many bidders and maintaining

open communication to all bidders.
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Participation by bidders
Requlation 43 (3 and 4) of the LGPPDARregulations (2006) requires that all

procurements and disposal should be conducted in a manner that maximises
competition and achieves value for money irrespective of the method of procurement
used or the nature of works, services or supplies to be procured. From the sampled
procurement, the study revealed that there were a number of procurements where

there was no evidence of competition by bidders.

According to the available records obtained from counting the evaluated bids in the
PDEs sampled, a total of 129 bids were received, recorded and evaluated for contract
awards. This implies that, out of every one procurement sampled, a district on average
evaluated approximately one bidder as opposed to having three, as detailed in the
table 11 below:

Table 11: No of received and evaluated bids per district

DISTRICT No of procurements No of bids | Average no of bids
sampled received evaluated
ARUA 15 21 1.40
APAC 15 18 1.20
BUSHENY!I 15 23 1.53
BUNDIBUGYO 15 17 1.13
KAMULI 15 18 1.20
MOROTO 15 15 1.00
MUKONO 15 17 1.13
Total 105 129 1.23

Source: OAG field analysis of sampled procurement files.

From the interviews carried out and documents reviewed, the low response from
bidders was attributed to a wide range of factors, including: manipulation of the bid
processes, high cost of business, lack of capacity by the local contractors, connivance

among contractors to avoid competition and the remoteness of some districts.
The pie chart below illustrates the factors contributing to low bid der participation based

on the analysis of the responses and review of documents in respect of the sampled

procurements.
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Figure 7: Show ing analysis of grounds  for low bidding

B Manipulation

M non lucrative businesses

M lack of capacity by local contrators
B conivance between hidders

W interference

Source: OAG analysis

From the chart above, manipulation accounted for over 50% for low involvement of

bidders, as potential service providers were put off by the presumption that someone
else was already selected for the contract. Connivance between contractors accounted
for 9%, as contractors decided to rally around one provider and purposely keeping

away from the bidding process.

Documentary reviews and audit verifications revealed instances where the practice was
to eliminate bidders so that only one bidder is eventually evaluated and selected. For
example, only one bid was received for construction of a 22.2km community access
road in Busamuzi Sub County at Ug Shs584,671,920 and for the construction of 8
hand dug wells at Ug Shs47,778,750 in Mukono.

In another instance, an advertisement under Open Domestic Bidding for the
construction of Koome Gravity Flow Scheme in Mukono district of Ug Shs 843,969,500
was placed on 15 January 2010 in the New Vision News paper, but the district did not
wait for the advertisement to run for the full period to 8" February, 2010. Instead a
similar notice to 2 bidders through selective bidding was placed by a letter dated 15™
January, the same day the news paper advert ran. The two methods used

concurrently effectively undermined the objective of participation.

76



It was further noted that, by the time of audit, only clearance works had been done on
site and yet the district was already into another financial year of 2009/2010. Similar
observations were made of the construction of surface piped water system in Kimmi
/Koome Sub-county, Bweema Sub-county and Bagaya Subcounty at Ug
Shs59,375,000.

As a result of having a limited number of bidders participating in the procurement
process, entities were denied the opportunity of selecting from a wide range of bidders

thus limiting competition. This could have resulted into selection of contractors who
lacked capacity to complete the works. Some projects could be abandoned when a few
contractors take on more responsibilities in more than one entity in different locations ,

getting overstretched and leading to substandard works.

Examples of substandard works asa result of the above scenario are shown in Pictures

6 to 9 below:

Picture 6: A
picture of

Nadunget Seeds

District show
total failure on
fixtures and
fittings. This
door is totally
out of its

position.
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Picture 7:
Shoddy works

onwall sand

paintings of

Nadunget

Seeds School

in Moroto

District

Picture 9: A
borehole
constructed in
the financial
year
2009/2010
found dry
barely four
months after
construction
and before

hand over.

Picture 8:
showing the
interior of a
classroom in the
same school

with failed floor
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3.2.3.2 Documentation of Bidding Process

Regulation 46 (2) of the LGPPDAR2006 requires that all procurements and disposal

records be maintained by PDU for inspection by competent authorities.

In many instances, documents were photocopied and inserted in the procurement files
without being fully filled and endorsed. Audit also established that not all procur ement
records were maintained by the PDUs for inspection by competent authorities. The
study further revealed that on average 68% of the procurement documentation was
maintained while 32% was missing. For instance our analysis revealed 0% compliance
with the requirement to issue receipts for all the bids received. It further revealed that
56% and 66% of the procurement files examined complied with the requirement of
receipt and stamping of bid documents opened and evidence of display of bid records

within two working days, respectively as shown below:

Figure 8 : Showing percentage of compliance with the documentation of

bidding procedures *°
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Source: OAG analysis of sampled procurement files

19 Records show missing procurement documentation out of the 15 samples from each district
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KEY

Record of bids received

Signing of bids received

Witnessing of bid opening by the Chairperson Contracts Committee
Signing of the bid opening register by all bidders

Evidence of receipt and stamping of bidding documents opened
Issuance of receipts for bids submitted

Signing of the evaluation reports by all Evaluation Committee Members
Evidence of display of bid records within two working days
Evidence of closing of bids at the precise time and date

— T |mm|g0|m|>

Picture 10: By OAG: Storage of procurement records in Kamuli District

The inadequate documentation is attributed to lack of willingness by District staff to
adopt the requirements of the PPDA Act, understaffing of the PDU as in the case of
Apac, Arua, Moroto and Kamuli, the voluminous documentation involved in

procurement process, inadequate storage space and negligence on the part of staff.

Failure to document procedures renders accountability and audit difficult and casts
doubt on the authenticity of the underlying transactions; and raises questions of
transparency and competition in procurement process. This then provides room for
manipulation at the various levels and facilitates corrupt tendencies since the controls
are weakened by lack of transparency. It also renders access to key documents difficult

for planning and decision making by relevant procurement stakeholders.
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3.2.3.3

Compliance with terms and condition of Specification of Requirements
Regulation 48 (2),(3) of LGPPDARrequires that tender documents shall have a

statement of requirements that define the requirement p recisely and in a manner that
|l eaves no doubt or assumption by a tenderer
requirements and to determine how closely and effectively a tenderer can meet these

requirements.

The description in the statement of requir ements shall be prepared with a view to
ensuring that the works, services or supplies are fit for the purpose for wh ich they are

being purchased, are of appropriate quality and will ensure value for money.

The study revealed that not all tendered documents had SORs as required by the
regulations. 95% of the sampled procurements had statement of requirements (SORS).
However, in respect thereof, the delivered works, services and suppliesdid not reflect
compliance with the requirements spelt out in those SORs. It was expected that, at
this level of compliance with the specification, the quality of projects implemented
would have equally met the user needs as spelt out in the specifications but this was

not the case.

This high compliance level was attributed to use of standardised specifications handed

down to PDEs from the parent ministries.

A number of projects with clear SORswere found completed but with a lot of defects
and a number were failing to meet user needs. A case in point is Apac district where
Ug Shs5,186,000 was given out for a nuclear farmer for establishment of a poultry
farm, and to improve the breed of chicken in the area. The funds were however not
used for the intended purpose. Instead of the farmer allowing the chicken to hatch the
eggs and multiply the stock of the improved breed, he turned the chicken into layers,
collected eggs and sold them off. When the chicken stopped laying eggs, all the five
exotic cocks and the fifty local chickens were sold off and the project closed.
Therefore, the multiplier effect on other targeted six farmers per parish could not be
achieved and the overall objective of improving the incomes of the farmers was not

attained.
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In yet another instance, a two classroom block and an office constructed with clear
SORat Opeta Primary school at a cost of Ug Shs27,200,000 in the FY 2008/2009 were
found to be substandard. The floors of both classrooms had turned into gullies, plaster
on all the interior walls had peeled off and the splash apron was falling apart. The
investment, if it had been built as per standard SOR, was supposed to last at least 50

years. It was instead wasting away within less than three years, and was not serving

the purpose.

Picture 11: A poorly constructed floor and plaster of a classroom at Opeta Primary School

in Apac District, barely two years after construction.

Picture 12: A splash apron on the same building (Opeta P/S) that had completely fallen apart,

a sign of poor workmanship and use of inferior materials.
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3.2.34

The cause of substandard works according to management was due to the district
Engineers being overwhelmed with too many projects to oversee with limited
facilitation and negligence by some engineers. Lack of community ownership and
monitoring of projects was also responsible for unsatisfactory works. Management also
cited lack of standardisation of project costing as a cause of poor works. They argued
that central government projects were costed at higher values than the same projects

in local governments.

Direct procurement
Regulation 40 of LGPPDARrequires direct procurements method to be used where

exceptional circumstances prevent the use of competition.

The audit revealed that direct procurement method was not used strictly under
exceptional circumstances contrary to the regulations. Out of the sampled
procurements worth Ug Shs11,397,645,869 for supplies, works and services,
procurements made using direct method were worth Ug Shs350,365,757. This was

found in Moroto and Apac districts as illustrated below;

o Apac District employed direct method for four contracts totalling to Ug Shs

50,628,000 and all of them were not done in exceptional circumstances.

o Moroto District utilised direct procurement method for five contracts worth Ug
Shs. 299,737,757 which could not be considered exceptional. For instance the
procurement of contractor for construction of Turutuko -Apeitole road and
Kangole -Lotome T Lorengedwat road in Moroto District was through direct
procurement. This contractor later failed to complet e the contract worth Ug

Shs 126,098,517 and subsequently abandoned the site. (See Picture 11 below).
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Picture 13: A poorly constructed culvert on Turutuko -Apeitole road in Moroto District where

direct procurement was used and the contractor failed to c omplete works.

According to management direct procurements were as a result of emergency
situations but audit attributed it to poor planning and disregard of the procurement law

by the districts.

Using direct method of procurement where the situation doe s not warrant denies the
PDE the opportunity to secure competent contractors which would have been achieved
through competition. Besides, the citizens are denied the full benefit of the service
intended to be derived from the procurement. This leaves the ci t i zens & condi't

unaddressed despite the huge amount paid out by the project.

32.4 Contract award:; Approvals by Solicitor General

The statutory Instrument supplement No .7 of 1999 requires that contracts above
Uganda shillings fifty million should be approved by the Solicitor General (SG). This is
intended to ensure that the terms of the agreement are not unfavourable to

government.

The study established that not all contracts above fifty million shillings in our sample
amounting to Ug Shs10.4 billion were approved by the Solicitor General. Of the seven

districts studied six submitted their contracts to the Solicitor General for approval while
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3.2.5

3.2.51

Mukono district did not submit contracts amounting to Ug Shs2.4 billion. Details are

shown in the Table 6 below

Table 12 : value of contracts awarded

District Value of contracts above 50m shillings
Apac District 1,390,982,096
Arua District 1,301,127,077
Moroto District 1,733,136,595
Kamuli District 940,077,892
Bundibugyo District 1,820,368,229
Bushenyi District 657,132,666
Mukono District 2,483,244,097
Total 10,326,068,652
Total sampled

Source: OAG Analysis

The management of Mukono district explained that they opted not to seek Solicitor
Gener al 6s a ptperlang précess invbliedh i obtaining the approval. The
assertion of Mukono District, however, is contradicted by the full compliance by o ther

districts under study which are geographically located far away from Kampala.

By not complying with this requirement in their contractual arrangement, Mukono
district risked subjecting contracts worth Ug Shs2.4 billion to the risk of loss by
government arising out of unfavourable contractual terms and possibility of

unnecessary litigations.

Contract Management

Monito ring and supervision of contracts
According to Regulation 58 (f) and (g) of the PPDA, the PDU shall monitor contract

management by user departments to ensure implementation of contracts in
accordance with the terms and conditions of the awarded contract and report any
significant departures from the terms and conditions of the awarded contract to the

Accounting Officer.

Audit established that all PDUs of the sampled districts did not monitor and report
contract management by user departments to the accounting officer as required by the

regulations.
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3.2.5.2

All the sampled 109 procurements involving Ug Shs11.4 billion did not have
performance evaluation reports as evidence of monitoring and reporting by PDU in
accordance with the above regulation. This was attributed to the Accounting Officersd
failure to recognise the needto f aci | it ate the PDUOGs to perfo

accordingly.

This resulted in P DU Gsd contract committees remaining uninformed of poor
performing contactors and other service providers yet the information would have been
necessary in evaluating contractors and service providers for subsequent pre-
gualification. This weakness partly contributes to the continuous award of contracts to

poorly performing service providers.

Const ituting contracts committees
Regulation 15 (1) of LGPPDAR006 requires the existence of a contracts committee

consisting of five members nominated by the Accounting Officer from among the public
officers of the procuring and disposing entity and approved by the Secretary to the

Treasury.

Audit established that some districts operated without fully constituted contract
committees for periods ranging between 6 to 2
effort to nominate people who meet the minimum condit ions, the approval of the
nominated officers by Secretary to the Treasury has been hard to come. This led some
Districts to operate without fully constituted procurement committees for an average

length of eight months as shown in the table 13 below:

Tabl e 13: Constituting contract committees

Districts Period of operation | Period affected Reasons for absence
without Contract
committee (Months)

Apac 24 2007/8-2008/9 Delay in approval of
nominees by MoFPED

Arua 6 July 2009-Jan 2010 i

Moroto 0 0

Kamuli 1 April 2009-May 2009 | Delay in approval of
nominees by MoFPED

Mukono 8 May2009-Jan 2010 i

Bushenyi 6 July 2009-Dec 2009 i

Bundibugyo 12 Nov2009-Nov 2010 fi

Average period 8

Sour ce: Analysis by OAG
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3.3
33.1

3.3.2

3.3.3

3.34

All the Accounting Officers interviewed from the seven districts expressed lack of
knowledge of the minimum requirements which the Secretary to Treasury would use to

disqualify or accept the nominated senior officers.

Non operation of Contract committees for some period contributed to delays in
execution of contracts with the consequence of available funds remaining idle and
reverting to consolidated fund. This denies citizens the services that would have been

delivered by executing the unimplemented contract.

In addition, according to management, although the law allows the Districts to utilize
contract committees of neighbouring Districts, the cost implication and the
prioritization of procurement business of the neighbours has always been to their

disadvantage.

CONCLUSIONS

Procurement made without proper needs assessment

49% of all the procurements amounting to Ug Shs5,563,674,878 made in the sampled
local governments are being done without carrying out needs assessment. As a result,

the projects do not serve the intended purpose.

Procurement made outside the procurement plans
24% of sampled procurements amounting to Ug Shs2,750,194,317 are made outside

the procurement plans. This affects the orderly execution of procurements activities
and also leads to the users missing the benefits that would have accrued from the

prioritized procurements.

Confirmation of funds

In over 28.6% of the sampled procurements amounting to Ug Shs3,254,945,111,
accounting officers are committing the districts in contracts without confirmation of
availability of funding. This is leading to lot of uncompleted projects to the districts,

and is a potential area for litigation that may be very costly to the districts.

Participation by bidders
From the sampled procurements, audit established that, there were a number of

procurements where there was no competition by bidders. Because of the limited

87



3.3.5

3.2.6

3.3.7

3.3.8

3.3.9

number of bidders participating in the procurement process, entities were denied

opportunities of choosing from a wide range of service providers.

Documentation of the bidding process

Not all procurement records were maintained by the PDUs for inspection by competent
authorities. The study revealed that on average, 68% of the procurement
documentation was maintained while 32% was missing. Failure to document
procedures casts doubt on the authenticity of the entire procurement process and

leaves room for manipulation of the process.

Compliance wit__h terms and condition of specification

Over 95% of the districts clearly spell out SORs in their bidding documents for goods,
works, and services contracts. However, some of the outputs from the procured goods
works and services are not commensurate with the documented SORs. Therefore,
goods, services and works being procured by districts may fall below expected

standards and are not reflecting quality procured and paid for.

Direct Procurement

Apac and Moroto districts made direct procurements worth Ug Shs350,365,757 in total
disregard of the conditions that necessitate the use of the direct method as per
regulation. As a result, some works and projects have stalled at various levels of

completion because the contractors selected did not have capacity.

Approvals by the Solicitor General

Al | di stricts sampled except Mukono sought

contracts above the threshold before signing. By not seeking approval from the
Solicitor General, Mukono risks subjecting Government to unfavorable contractual

terms and exposes it to unnecessary litigations.

Monitoring and supervision of contracts

Audit established that all procurements in the sample worth Ug Shsl1.4 billion were
not monitored and reported on by PDU to the accounting officer as required by the
regulations. This leads to poor quality work and a continuous award of contracts to

poorly performing service providers.
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3.3.10

3.4
34.1

34.2

3.4.3

34.4

Constituting contracts committees
Audit revealed that some districts operated without fully constituted contract

committees for periods ranging between 3 to 24 months. Non operation of contract
committees delays the procurement process. As a result, district funds continue lying
idle. This denies citizens the services that would have been delivered through the

procured contract.

RECOMMENDATIONS
Procurement made without a proper needs assessment
PDEsshould build capacity at user department level and ensure user participation in

needs identification.

Procurements made outside the procurement plans
PDEs should always come up with comprehensive procurement work plans that cover

all the district needs and adhere to the approved procurement plans. In the event of a
genuine change of priorities, the recommended procedure to amend the procurement

plan should be followed and the required approval sought.

Procurement requisition: Confirmation of funds

o No contracts should be signed by PDEs before confirmation ofreleases of funds.

o PDEs should intiate the procurement process early enough in anticipation of
funds up to the point of contract award. This will enable them to enter into
contracts as soon as funds availability is confirmed, as is being done by Mororto
district.

o There should be continuous sensitization of all the procurement stakeholders on

the benefits of the current procurement system.

Participation by bidders

o To encourage competition and get appropriate service providers, PDEs should
stick to the procurement regulations on bidding procedures and encourage full
participation from potential service providers so as to promote transparency and
competition.

o Physical verification of the genuine existence of the service providers should be

carried out after opening of the bids a s a matter of procedure before evaluation.
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34.5

3.4.6

34.7

This wil!/l help eliminate ABrief casedd

the same contracts under different company names. The Ministry of local
government together with the Registrar of companies should consider exempting
the districts from paying the verification fees to facilitate this exercise.

e Contractors who have failed to execute contracts in previous years should be

excluded from participation.

Documentation of Bidding Process

. PDEs should ensure that, all vacant posts within the PDU are filled with

appropriate staff.

o They should provide storage space and ensure that documents are properly
stored.

J PDEs should carry out sensitization of all district staff involved in procurement on
the importance and requirements for procurement documentation.

J Electronic filing should be considered where it is practicable to address the

problem of limited space.

Compliance with terms and conditions of specification of requirements

o PDEsshould consistently monitor project implementation to ensure that projects
are implemented as per specification and any significant departures reported and
corrective action taken.

o District Engineers who issue certificates of completion for substandard works
should be penalised and disciplined.

o Community ownership and monitoring of projects should be encouraged.

o The costing of similar projects within central and local governments should be

standardised.

Direct Procurement

As far as possible FDEs should avoid the use of direct procurement method where the
situation does not warrant it and ensure all procurements are planned to minimize

emergency cases.
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3.4.8 Approvals by the Solicitor General
PDEs should continue to seek approval from the Solicitor General prior to award of all

contracts above fifty million shillings.

34.9 Monitoring and supervision of contracts
Accounting Officers should appoint contract managers for every contract in compliance

with the regulations. They should also involve PDUs in monitoring and supervision of

contracts either directly or through the appointed contract managers.

3.4.10 Constituting contracts Committees

Accounting Officers should liaise with the Permanent Secretary of the Ministry of Local
Government to facilitate discussions meant to address concerns of districts regarding

delays in approval of contract committees by the Secretary to Treasury.

The Accounting Officers should consider Regulation 15 Section 3 (a to f) of the PPDAR,
2006 while selecting and assessing a candidate for suitability for appointment to a
contracts committee to avoid unnecessary delays that may be caused by such an

omission from their part.
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FUNCTIONALITY OF LAND MANAGEMENT INSTITUTIONS IN
UGANDA

4.1

41.1

41 .2

INTRODUCTION

Motivation

Land in Uganda belongs to the citizens of Uganda and is vested in them. The
Constitution of the Republic of Uganda&® recognizes various land tenure systems

namely; Customary, Freehold, Mailo and Lease hold.

The administration of the various land tenure systems is vested in the Ministry of
Lands, Housing and Urban Development, Uganda Land Commission, District Land

Boards, District Land Offices and Area Land Committees.

However, despite the existence of these Institutions, the public appears to be slowly
losing confidence in the land administration system. There has been public outcry on
delays in processing of land titles, crowded land offices, payment of bribes and the
increase in land wrangles and evictions and encroachment on Government land The
land administration institutions attribute these challenges to the lack of a national land
policy to govern the management of Government/public and private land, understaffing

and inadequate funding.

It is against this background that the Office of the Auditor General decided to conduct
a Value for Money audit to ascertain the challenges facing land management
institutions in Uganda and to analyze their underlying causes and make

recommendations to address them.

Description of the Audit Area
The audit was conducted in the Ministry of Lands, Housing and Urban Development
(MOLHUD particularly in the Directorate of Land Management (DLM) which is

responsible for the management and administration of land in the country. To execute

2 gection 237 (3)
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its roles, the DLM is divided into three departments, namely: the Department of Land

Administration, Department of Surveys and Mapping and the Department of Land
Registration which supplement each other and also work closely with other
independent bodies like, the Uganda Land Commission (ULC), the District Land Boards
(DLB), the District Land Offices, the Land Tribunals, the Area Land Committees, the
Divisions and Sub Counties in the management of land. The DLM is also supported by
the Land Sector Reform Coordination Unit (LSRCU), under which most reforms are

coordinated.

Though the enactment of the Land Act CAP 227 decentralized land administration
functions from the MOLHUDand the ULC to the DLBs and ALCS! the titing of land in
Uganda is generally a centralized function as land titles are processed and issued at

MOLHUDheadquarters in Kampala save for districts with Mailo land.

4.1.3 Statutory Mandate of the DLM

The DLM derives its mandate to manage and administer land in Uganda from that of
the MOLHUDw h i ¢ h i dilitate dhd prombtearational and sustainable use, effective
management and orderly development of land and safe, planned and improved

housing development for meaningful socioe conomi ¢ devel opment 0.

4.1.4 Vision, Mission, Objectives and Activities of the DLM
Vision

The DLM derives its vision from that of the MOLHUDwh i ch i s: ASustai nabl

l and tenure security, affordable, decent housi
Mission
The DLM derives its mission from that of the MOLHUDwhich is:

fi C rtiegaan enabling environment to use land resources sustain ably for better living

conditions in Ugandabo.

Objectives of the DLM

The objectives of DLM are:

21 Section 2.1 of the Guidelines on the administration of Land under the Land Act, CAP 227 of July 2005
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e To formulate national policies, strategies and programs on land, housing and urban
development.

e To provide policy guidance to land holding authorities for sustainable, orderly
development and effective management of land, housing and urban sectors.

e To initiate and review legislation on land, housing and urban development.

e To set national standards for sustainable use and development of land and
improved housing.

e To enforce compliance to laws, policies, regulations and standards for effective
management and sustainable development of land, housing and urban centers.

e To monitor and coordinate national land, housing and urban development
initiatives and policies as they apply to Lo

e To provide support supervision and technical backst oppi ng to LGO&s on
regarding lands, housing and urban development.

¢ To maintain territorial boundary, making and updating maps.

Activities carried out in the DLM

In order to achieve the above objectives, there are several activities carried out in the
DLM These include: searches of the register, verification of survey requests,
certification of titles an d other instruments, mutations, registration of Court Orders and
Summons, mortgages, leases, issuing special certificates of titles, caveats, cancellation
of certificates of titles, property valuation, surveys and mapping, setting standards,

capacity building, performance monitoring, policy development and physical planning.

4.1.5 Funding of the DLM

The DLMis funded by the Government of Uganda (GOU) from releases to the MOLHUD
and development partners. An amount of Ug Shs 5,097,500,113 was received by the
DLM during the period of audit 2006/2007 1 2009/2010. Some activities in the DLM
were also funded under a project called the Land Tenure Reform Project (LTRP) as

shown in Table 14.
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4.1.7

4.1.8

4.2

Table 1 4: Showing funding to the DLM: for the FYs 2006/2007 to 2009/2010

RELEASED (Ug Shs)

FINANCIAL

YEAR (FY

APPROVED

GOuU DONOR (LTRP) GOU DONOR (LTRP)
2006/2007 785,768,852 8,000,000,000 761,890,271 10,000,000,000
2007/2008 1,024,702,417 10,000,000,000 666,620,648 15,000,000,000
2008/2009 2,259,401,777 10,000,000,000 1,782,539,174 15,000,000,000
2009/2010 2,454,074,979 10,000,000,000 1,886,450,020 15,000,000,000
Total 6,523,948,025 38,000,000,000 5,097,500,113 55,000,000,000

Source: Audited Accounts of for the FYs 20 06/2007 to

2009/2010.

MOLHUD and Annual Performance Reports

Audit objectives

The audit was conducted to establish the challenges faced by various land
management institutions while performing their functions and provide possible

recommendations that will address them.

Specifically the audit was intended to establish whether the Directorate of Land
Management (DLM) in the MOLHUD Uganda Land Commission (ULC), District Land
Offices (DLO), District Land Boards (DLB) and Sub County Land Committees (SLC) and

Division Land Committees (DLC) wek properly constituted, funded and functioning.

Audit Scope

The audit focused on land management institutions in the country and was conducted
in the DLM in the MOLHUD ULC and twenty three (23) Districts of Arua, Gulu, Jinja,
Kabale, Kabarole, Lira Luwero, Masaka, Mbale, Mbarara, Masindi, Mityana, Mukono,
Moroto, Rukungiri, Soroti, Tororo, Kampala, Wakiso, Nebbi, Bundibugyo, Bushenyi,
Kalangala and nine (9) Municipalities of; Arua, Gulu, Jinja, Kabale, Fort portal, Lira,
Masaka, Mbale and Mbarara. The audit focused on four (4) Financial Years (FYs) from

2006/2007 up to 2009/2010.
FINDINGS

This chapter presents the findings of the audit. It describes the various challenges
affecting the performance of land management institutions which include their

constitution, funding, staffing and administrative functions.
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42.1

42.11

CONSTITUTION OF DISTRICT LAND BOARDS(DLBs) and AREA LAND
COMMITTEES (ALCs)

District L and Boards (DLB)
Sections 56, 57 and 58 of the Land Act as amended requires the establishment of DLB

consisting of a minimum of five (5) members who hold office for a period of five (5)

years and may be eligible for reappointment for a further one term. Paragraph 3.1 of
the guidelines on the administration of land of 2005, requires member s of the DLB to
be appointed by the District Council (DC) on the recommendation of the District

Executive Committee (DEC) and approved by the Minister for Lands.

Through document review and field visits, we noted that DLBs in 21 (91%) out of the
23 districts visited had been constituted with the exception of Mukono and Moroto. We
further noted that the process of constituting the Boards was taking between 8 to 19
months after the expiry of the old Boards. In ten (10) districts, it took over a year (12

months and above) to constitute a new Board after the expiry of the old Boards.

In Mukono and Moroto districts, management explained that some of the proposed

names of the Board members were rejected in the vetting process.

Failure to appoint new DLBs upon the expiry of the previous Boards was attributed by
the districts to the long appointment process. Audit attributed the delay to the non

adherence by the districts to the appointment guidelines.

Failure to institute new DLBs upon the expiry of the pre vious Boards leads to delays in

the processing of land transactions.

Management response

The Districts are notified and advised to appoint new Boards six months

prior to the expiry of the Boardds term of
reasons including p  olitical interference the Boards are not appointed in time.

Unfortunately, because the DLBs are not under the direct supervision of the

Ministry there is nothing much that the Ministry can do to coerce the District

Councils to ensure expedited action, othe r than simply reminding them and

maybe refusing to handle their work.
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42.1.2

4.2.2
4221

Area Land Committees (ALC)
Section 64 (1) & (2) of the Land Act CAP 227 as amended, requires each Sub County

or Division Council to have a Land Committee consisting of a Chaiperson and four (4)
other members appointed by District Council (DC), on the advice of Sub County or
Division Council. Section 64 (4) requires members of the Land Committees to hold
office for a period of three (3) years and eligible for reappointment for a further one

term.

In the 23 districts visited, we noted that although Area Land Committees (ALC) had

been constituted, the members had not been given formal appointment letters.

It was noted through interviews with the Chief Administrative Officers (C AOs) that
districts could not issue appointment letters to members of the ALC because of the fear

to commit the meager district resources.

In the absence of appointment letters, the actions and decisions of the ALC members
cannot be defended if challenged in the Courts of law. Failure to facilitate ALCs affects

their operations which may in turn slow down the processing of land applications.

Management response

The Ministry has been liaising with the District Councils over this issue for

more than twelve (12) years to no avail! Indeed the action of District
Councils to appoint members of Area Land Committees was borne out of this

liaison with the Ministry. They simply stopped at the stage of issuing
appointment letters purportedly because they do not have the revenue to

fund them.

BUDGETING AND FUNDING

Directorate of Land Management

Funds budgeted for and approved by Parliament should be released to the land

management institutions as appropriated.

Through a review of ministerial policy statements, budgets and audited accounts, we
noted that the Ministry prepared its annual revenue and expenditure estimates for the
years under review (FY 2006/2007 to 2009/2010), however, not all the budgeted funds
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were released to the DLM. The DLM, on average, received 79.5% of its budgeted

amount as shown in table 15.

Table 15: Showing average budoet performance for the DLM; for the FYs
2006/2007 - 2009/2010

Financial Year (F/Y) Approved Budget (Ug Shs) Total releases (Ug Shs) Budget performance
in Percen tage
2006/2007 785,768,852 761,890,271 97
2007/2008 1,024,702,417 666,620,648 65
2008/2009 2,259,401,777 1,782,539,174 79
2009/2010 2,454,074,979 1,886,450,020 77
Average 1,630,987,006 1,274,375,028 79.5

Source: Audited Accounts of MOLHUD forthe F/ Y& s 2 0 0 6-20Q92013.

During interviews with senior staff, it was explained that the DLM has encountered
setbacks in the implementation of the planned activities due to under -funding. For
example, planned activities such as induction and training of staff in lower land
management institutions and monitoring and inspections could not be conducted

because of inadequate funding.

Through interviews with senior staff in the DLM, the less disbursement of funds was
attributed to the general budget cuts across all Government Ministries and

Departments.

Inadequate funds rendered the DLM unable to implement some of its planned annual

activities.

Management response

The Ministry is in agreement with the A udi tor General 6s recommend

4.2.2.2 Uganda Land Com__mission

Through a review of the Ministerial policy statements and budgets, we noted that the

income and expenditure estimates of t he Comn
estimates. We further noted that not all the budgeted funds of the Commission were

released by the MOFPED, since the Commission on average received 87% of its

budgeted amount as shown in table 16.
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Table 16: Showing average budget performance for the ULC: for the FYs
2006/2007 - 2009/2010

Financial Year (FY) Approved Budget (Ug Shs) Tot al releases (Ug Shs) Budget performance
in Percentage
2006/2007 965,111,862 906,738,517 94%
2007/2008 1,169,590,000 1,056,334,227 90%
2008/2009 1,185,001,000 775,461,039 65%
2009/2010 5,776,000,000 5,667,632,935 98%
Average 87%

Source: Audited Acc  ounts of the ULC for the FYs 2006/2007 -2009/2010.

During interviews with senior staff, it was explained that the Commission has been
facing financial challenges due to budget cuts and as a result, some of the planned
activities such as land inventory exercise and processing of titles for Government land

could not be undertaken.

Inadequate funds rendered the Commission unable to implement some of its planned

annual activities.

Management response

The Ministry is in agreement wommdndatione Audi tor

4.2.2.3 District Land Offices (DLO)

District Land Offices are supposed to prepare work plans showing the activities to be
carried out in a given FY. The expenses of the district land office should be paid from

the district administration fun ds.

Through interviews with various staff in the district land offices visited, it was noted in
70% (16 out of the 23) of the districts visited that, on average, 80% of the planned
budgets of land offices was not released. The most affected districts were Kabarole
and Wakiso which were not allocated any funds while Moroto and Lira were allocated
3% and 5% in FYs 2008/2009 and 2007/2008, respectively.

Through interviews with the CAOs and document review, the failure by the districts to
fund the budgets of land offices was attributed to the low levels of local revenue which

is not adequate to cover all the needs of the
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We noted that much as the local revenue in the districts is generally low after the
abolition of graduated tax; the failure by the districts to fund DLOs was also attributed

to lack of prioritization of the activities of the land offices.

Inadequate funds rendered the district land offices unable to implement some of their
planned annual activities. For example, in the 23 districts visited, land offices had
planned to carry out sensitization of the public about land matters at the District and
Sub County levels almost every FY, but they were unable to do so due to limited
funding. In addition, lack of funding demoralizes the staff, w hich in turn affects their

performance at work.

Management response

The Ministry is in agreement with the Auditor

4.2.2.4 District Land Boards (DLB)
Funds budgeted by the Districts for DLB for payment of Board Expenses (sitting

allowances) should be released by the Central Government (MOFPED) as appropriated
by Parliament. Secretaries to the DLBs should prepare work plans indicating the

utilization of these funds.

In 21 out of the 23 districts visited (91%), it was noted throug h interviews and
documents reviews, that DLBs were directly funded by the Central Government
(MOFPED) and they had received on average 99% of their budgeted funds. However, it
was observed that they were not preparing annual and quarterly work plans. The
budgeted and released amounts for DLBs shown in the district budgets could not be

supported with work plans detailing the number of meetings planned for the year.

We also noted through discussions with MOLHUDofficials that DLBs are required to sit
twice a month, which was not fulfilled due to insufficient funds released to districts.
They further explained that whereas the number of the districts continues to rise as a
result of newly created districts, the total releases to DLBs by MOFPED remain fixed.
Through interviews with senior staff in the districts, failure to prepare work plans was
attributed to lack of substantive Secretaries to the Boards. The officers who were

acting in those capacities were in most cases reported to be busy with activities rel ated
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4.2.2.5

to their substantive offices. Also the lack of knowledge in preparing work plans was

cited as another cause for failure to prepare work plans.

Wit hout wor k plans, the DLBOs | acked a

activities.

Management response

Members of DLBs are paid an allowance not salary and this issues from the
Consolidated Fund. However it needs to be noted that since the institution of

DLBs when Districts in Uganda were yet 56 in number, the total amount of
monies divisible amon g the 56 districts is what still subsists now when
districts in Uganda are double that figure! In essence, therefore, the monies

are by now grossly inadequate and hence affect the regularity of the DLBs
seating and contributes to the failure of the DLBs to carry out most of their
planned activities and adversely affecting not only the operations of the

DLBs but of the entire Land Administration system.

Area Land Committees (ALC)
According to Section 66 (1 & 2) of the Land Act CAP 227 as amended, members of the

ALC are supposed to be paid such remunerations as may be determined by the District
Council (DC) on the recommendation of the District Executive Committee (DEC) and
the Committee expenses are charged on the District administration funds. Section 64
(6) (d) as amended, further requires the responsible Sub County or Division Council to

indicate their preparedness to assist in the funding of the Committee.

Through interviews with ten (10) Chairpersons of the Area Land Committees visited
and documents review, it was noted that the District Councils did not determine the
remunerations to be paid to the members of the Land Committees nor did the Sub
Counties indicate preparedness to assist in funding of the committee activities. A
review of the budgets of five (5) Sub Counties and (4) Division Councils, revealed that
no budgetary provisions were made for the funding of the Committees for the FYs
2007/2008 up to 2009/2010.

District officials through interviews stated that with the low local reven ue collections at

the districts, there was no need to determine and budget for the remuneration of
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members of ALCs which they (districts) could not finance given the high number of the

members of the Committees which in all districts was 60 or more .

Consquently, some ALCs have come up with fees which applicants have to pay to

facilitate their work.

I n other cases, though there were no standard

provide for transport, lunch and stationery if the committee was to i nspect their land.

This creates fertile ground for corruption.

Management response

It has variously been not ed t hat ALCs

facilitation. This is not only irregular but is potentially riddled with all sorts
of unjust and corrupt tendencies. The solution that has been mooted is for
the recognition of the ability of the clients to fund their inspections;

regularize an applicable rate which would then be gazetted as part of the

Districtsd® revenue sour ce an &remundrated.f whi ch

STAFFING

Directorate of Land Management

According to the approved macro structure and establishment as at September 2007,
the MOLHUDIs composed of three (3) directorates of: Land Management, Housing and

Physical Planning andUrban Development.

Matters of land administration fall under the DLM which is further divided into three (3)
departments, namely: Land Administration, Surveys and Mapping and Land
Registration. Under the structure, the DLM has an approved staff establishment of 151

staff.

Scrutiny of the approved structure and staffing list and interviews with the senior staff
in the DLM revealed that the MOLHUDhas not filled all the positions in the approved
structure of the DLM. A total of 61 posts existing in the D LM were vacant as indicated
in Table 17.
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Table 17: Showing staffing gaps in the DLM

SINO. DEPARTMENT APPROVED STAFF  POSITIONS VACANT POSTS
ESABLISHMENT FILLED
1 LAND ADMINISTRATION 46 22 24
2 SURVEYS & MAPPING 81 46 35
3 LAND REGISTRATION 24 22 2
TOTAL 151 90 61

Source: MOLHUD Annual Performance Report of 2009/2010 from Pages 32 up to 35.

Through interviews with senior staff and document review, it was noted that the
staffing gaps in the DLM were due to the slow Government recruitment process.
However, management explained that the MOPS was in the process of recruitment.

Lack of the requisite number of staff may lead to delays in handling land transactions.

Management response

The Mi ni stryos structure was approvetik | ong
establishment is not the function of lack of structure. The factors militating

against the speedy recruitment are historical dating back to the first re -
structuring of government in 1991 when the department of Land
Registration and the Division of Valu ation were cocooned for close to eight
years (up to 1998), and on reverting back to the main stream Service they

had lost most of their staffl On the creation of the current Ministry of Lands,

Housing & Urban Development an establishment was approved by Ca binet, a
sizeable part of which the Ministry of Public Service went ahead to delete

and for the better part of a year the Ministry struggled to regain. The above

is made worse by the fact that most of the technical skills in Land
Management are difficult t 0 attract to the Public Sector; they prefer the

Private sector as it has better rewards.

4.2.3.2 Uganda Land Commission

In line with the Public Service Pay Policy, the Ministry of Public Service (MOPS) has the
overall mandate to determine, control, mana ge and execute custodial responsibility for

approved establishments of the public service.

We noted that the Commission has never had an approved structure by the MOPS

since its inception. Management explained that they had contacted the MOPS on the
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4.2.3.3

matter and the process of restructuring the Commission was under way, which will
lead to the improvement of the structure. However, correspondences in respect to the

above process were not availed for audit.

Failure by the Commission to have an approved staff structure was attributed to
bureaucracy by the MOPS to conduct a restructuring exercise for the Commission.
However, correspondences in respect to the issue noted above were not availed for

verification.

The absence of an approved structure has delayed the appointment of requisite staff,
such as: the Rating Officers, Valuers, Surveyors and Land Officers, which has impacted

negatively on the operations of the Commission.

Management response
Ministry of Public Service has been requested to allow ULC to fa strack its

structure rather than wait for the entire Government restructuring.

District Land Offices

Section 59 (6) of the Land Act CAP 227 as amended requires each District Council (DC)
to have a District Land Office which provides technical services to the DLB through its
own staff, or through external consultants in the performance of its function and is
comprised of staff such as: the District Land Officer, District Registrar of Titles, District
Staff Surveyor, District Physical Planner, Distrct Valuer, District Cartographer and

Secretary of the DLB who are appointed by the District Service Commission (DSC).

During inspection of the districts and through interviews with technical staff, we noted
that the DLOs existed and were providing the technical services to the DLB as required

by the law.

However, in 20 out of the 23 districts visited, more than one position of technical staff
was vacant. The most affected positions were District Valuers and Secretaries of the
Boards with 19 staff positions vacant, District Physical Planners with 13, District

Registrar of Titles and Land Officers with 12.

The audit further noted that districts cannot afford to engage external consultants as

provided for in the Law.
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The shortage of district technical staff was attributed to failure by the DSC to recruit
staff and the districts failing to retain those who have been recruited. Where districts
have recruited these technical staff, they are not well motivated and thus retention is
hard. For instance, the promotion of staff under the decentralized structure is difficult
due to the staff establishments being approved according to the district grading and

this has resulted into low staff morale due to limited career development.

The shortage of some technical staff has forced the district land offices to seek services
of staff from neighboring districts. This slows down the processing of land transactions

leading to delays.

Management response

We have already noted above that recruitment at the Local Governm ent is
complicated by the 65% ceiling imposed upon them by the Ministry of
Finance. It is also true that even where the manpower is available at times

DSCs do not recruit certain persons for the simple reason that they do not

hail from the district of conc ern.

We agree with the observation noted under

has been encouraging the Districts to share the available Human Resources

to enable them carry on with their service to the public.

ADMINISTRATIVE FUNCTIONS

Directorate of Land Management
Development of the National Land Policy (NLP)

The DLM was responsible for the development of a National Land Policy (NLP) by the
end of FY 2008/2009. The NLP is intended to serve as a systematic framework for
defining the role of land in national development, land ownership, distribution,

utilization, alienability, its management and control.

As part of the policy formulation process, a National Land Policy Working Group

(NLPWG) was instituted in 2001 to steer the process of making the NLP and as such,

sever al stakehol dersdé consultations, studi

meetings were held to harmonize various positions and opinions.
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Through interviews with some members of the NLPWG, senior officials in the MOLHJD
and document review, it was noted that although several drafts of the NLP have been
prepared, the final NLP had not been approved. Management further explained that
the timeline for production of the final draft was extended up to FY2009/10 and the

final draft has been submitted to Cabinet. Plans are underway to lay it before

Parliament by March 2011 for approval.

We noted that the development of the NLP is one of the project components funded
under the Land Tenure Reform Project (LTRP) which had received a total of Ug. Shs 55
billion by November 2010 (time of the audit). However, due to insufficient information

provided, we could not establish the amount spent by the project on the development

of the NLP.

The officials interviewed explained that because of the participatory and wide

consultative nature of gathering views and opinions from various stakeholders, the

exercise has not ended as various stakeholders have continued suggesting new ideas.

They further explained that the exercise was at one time abandoned to allow

sensitization of the public during the enactment of the Land Act.

Without a NLP in place, the management of land by the various land administration
institutions and the processing of land transactions remains unguided and

uncoordinated leading to the various challenges currently affecting the land sector.

Management response

This is part of the Ministryds planning

Induction and Training of ALC and DLB Members

Induction
According to the annual performance reports, the Ministry planned to induct a total of
2,462 members of the ALCs and DLBs as shown intable 18.

Table 18: Showing planned induction of ALC and DLB members

2006/2007 2007/2008 2008/2009 2009/2010
ALC 200 610 610 900 2,320
DLB 24 35 23 60 142
TOTAL 224 645 633 960 2,462
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Not all the 2,462 ALC and DLB members had been inducted as planned. Through
document review, we noted that a total of 1,332 ALC and DLB members (i.e. 54%) had

not been inducted as shown in the tables 19 and 20.

Table 19: Showing ALC members not inducted.

2006/2007 2007/2008 2008/2009 2009/2010

Actual 56 203 460 360 1,079
inducted
Not inducted 144 (72%) 407 (67%) 150 (25%) 540 (60%) 1,241 (53%)

Table 20 : Showing DLB me mbers not_inducted.

~ 2006/2007 2007/2008 2008/2009 2009/2010  TOTAL \

Actual 14 11 16 10 51
inducted
Not inducted 10 (42%) 24 (69%) 7 (30%) 50 (83%) 91 (64%)

A trend analysis of the induction of ALC and DLB members revealed that the
percentage of members not inducted had declined between the FY 2006/2007 and
2007/2008 and then increased from the FY 2008/2009 to the FY 2009/2010.

Training
According to the annual performance reports, the Ministry planned to train a total of

2,232 members of the ALCs and DLBs as shown intable 21.

Table 21: Showing planned training of ALC and DLB members

2006/2007 2007/2008 2008/2009 2009/2010
ALC 0 610 610 900 2120
DLB 22 15 15 60 112
TOTAL 22 625 625 960 2,232

We noted that the 2,232 ALC and DLB members had not been trained as planned.
Through document review, we noted that 1,174 ALC and DLB members (i.e. 53%)

had not been trained as shown in tables 22 and 23.
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Table 22 : Showing ALC members not trained

2006/2007 2007/2008 2008/2009 2009/2010
Actual 0 203 460 360 1,023
trained
Not trained 0 407 (67%) 150 (25%) 540 (60%) 1,097 (52%)

Table 23 : Showing trained DLB members

2006/2007 2007/2008 2008/2009 2009/2010
Actual 0 10 10 15 35
trained
Not 22 (100%) 5 (33%) 5 (33%) 45 (75%) 77 (69%)
trained

A trend analysis on the training of ALC and DLB members revealed that the percentage
of members not trained had also declined between the FY 2006/2007 and 2007/2008
and then increased from the FY 2008/2009 to the FY 2009/2010. No training of ALC
members was planned in FY 2006/2007.

Through document review and interviews with senior staff in the DLM, we noted that
the failure to induct and train ALC and DLB members was caused by limited number of
trainers and delayed appointment of DLBs by the districts. Management also attributed
the failure to inadequate logistics; however, our analysis of the budget estimates and
releases showed that the budget of the DLM had reasonably been funded at an

average of 79.5%.

Failure to organize induction and training meant that the requisite skills were not

imparted to the ALC and DLB members as planned.

Management response
The problem is not a lack of training capacity but rather lack of funds to

ensure that ALC and DLB members are inducted and trained.
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Sensitization of the Public
According to the annual performance reports, the Ministry planned to print and

distribute to the public 80,000 copies of sensitization booklets.

We noted that not all the planned 80,000 copies of sensitization booklets were printed

and distributed as shown in table 24.

Table 24: Showing planned and un___-printed copies of sensitization booklets

FY/ 2006/2007 2007/2008 2008/2009 2009/2010 TOTAL
No. of copies
Planned 20,000 20,000 20,000 20,000 80,000
Printed 1,600 4,000 4,000 5,000 14,600

Not Printed 18,400 (92%) 16,000 (80%) 16,000 (80%) 15,000 (75%) 65,400 (82%)

We observed that only 14,600 out of the planned 80,000 copies of sensitization

booklets were printed and distributed to the public.

A trend analysis of the number of copies of sensitization booklets printed and
distributed revealed that though there was an increase in the number of copies printed
from 1,600 in FY 2006/2007 to 4,000 copies in 2007/2008 and 2008/2009 respectively,
the number was still very low compared to the planned. In FY 2009/2010 the number
of copies increased to 5,000. In addition; although the records availed on how the
copies were distributed to the Public indicated the names and signatures of
beneficiaries, they did not indicate the quantity of materials distributed. We therefore

could not confirm if all 14,600 copies procured were distributed.

Audit attributed the failure to print and distribute all the planned sensitization copies to

lack of prioritization of the activity by management.

Because of the failure to print and distribute all the planned copies, the Ministry did not

sufficiently sensitize the Public about land matters.

Management response

The distribution list of systematic Dema rcation, Dispute Resolution, Land
Amendment and other materials under PSCPII is available for verification.

Supervision, Monitoring and Evaluation
According to the annual performance reports, the Ministry planned to conduct 110

monitoring visits to variou s land management institutions.
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We noted that not all the planned 110 monitoring visits were conducted as shown in
table 25.

Table 25: Showing monitoring visits not conducted

FY/ 2006/2007 2007/2008 2008/2009 2009/2010
No. of visits

| Planned 0o 30 30 50 110
Conducted 0 5 22 30 57
Not Conducted 0 25 (83%) 8 (27%) 20 (40%) 53 (48%)

53 (i.e. 48%) out of the planned 110 monitoring visits were not made.

A trend analysis of the visits conducted revealed that there was a decline in the
number of monitoring visits not conducted in FY 2007/2008 to 2008/2009, and an
increase in the number of monitoring visits not conducted from the FY 2008/2009 to FY
2009/2010.

Management attributed the failure to make all the planned monitoring visits to
inadequate funds and lack of adequate staff in the land inspectorate section. There
were only two (2) land inspectors responsible for monitoring land management
institutions in the country. Management further stated that monitoring and inspection
is also carried out by the Directorate of Physical Planning and Urban Development.
However, our analysis of the budget estimates and releases showed that the budget of

the DLM was funded 79.5% on average.

We also noted that staff laxity was partly responsible for the fa ilure to conduct all the

planned monitoring visits and failure to avail reports for the visits that were made.

Due to the failure to make all the planned monitoring visits, the Ministry could not get
sufficient information about what was happening in the various land management

institutions.

Management response
The Land Inspectorate Division needs to be beefed up and retooled to enable
it handle the growing workload as more and more districts are created. In

its present state, it is finding it difficult to cope with the existing workload.
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Uganda Land Commission
Establishment of the Land Fund

Section 41(1) and (2) of the Land Act CAP 227, requires the establishment of the land

fund which is to be managed by ULC.

The fund shall be used: i) to give loans to tenants by occupancy to enable them
acquire registrable interests in land; ii) by Government to purchase or acquire
registered land to enable tenants by occupancy acquire registrable interests, iii) to
resettle persons who have been rendered landless; by Government actions, natural

disaster or any other cause; and iv) to assist other persons to acquire titles.

Through interviews with senior officers in ULC and document review, it was noted that

the land fund has never been fully established. The officials in the Commission,
however, explained that efforts are underway to formalize the establishment of the

fund in accordance with Government procedures. They have appointed a Senior
Finance Officer for the fund and a draft of the Land Fund Regulations sent to the
Cabinet.

Management attributes the failure to establish the land fund to the bureaucracy in

Government procedures which has delayed the approval of the draft regulations.

Resulting from the absence of the land fund, Government has been supporting the
Commi ssion under a progr amme, ASupport

has been used for this purpose to date. Out of this sum, Ug Shs.7.2 billion has been
spent on compensation while Ug Shs.1.4 billion has been spent on recurrent costs
associated with land compensations such as facilitation of survey works, opening of
boundaries, land valuations and other administrative costs. According to document
review, a total of 57,510 hectares of registered land with bonafide occupants has b een
surveyed, boundaries opened and valued; out of which 49,246.18 hectares have been
compensated (45.706.319 hectares in Kibaale, 3,464.481 hectares in Ankole and 75.38
hectares in Tooro). 8,263.82 hectares of land are not yet surveyed. 226 certificates o f
tittes for the compensated/acquired land have also been duly transferred to

Government in the names of ULC, although they were not availed for verification.
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Management response

The Land Fund has never been fully and completely established as of today
mainly because although the Land Fund Regulations, to guide the full
implementations of the Land Fund, have been developed they have not yet

been approved and authorized by Cabinet. They have been submitted to
Cabinet for approval. However, Land Fund acti vities including purchase of
land from absentee landlords in the Districts of Kibaale and other parts of

Tooro and Ankole have been carried out.

Management of Government Land By ULC
Maintenance of the Land Reqister

The Land Act CAP 227 Section 49 requiresthe ULC to hold and manage any land in
Uganda and abroad which is vested in or acquired by the Government except where
the Commi ssion may delegate the management
abroad. In order to properly manage and track the Government land, ULC should have

a land register showing where the land is and its acreage.

Through a review of the land register and interviews with officials of the Commission,
we noted that ULC was not managing Government land properly. The land inventory
register at ULC has never been updated to reflect the newly acquired, allocated or sold
off Government land. The register is kept manually and has no control nhumbers for
ease of tracking land. It does not, for example, summarize the total acreage of land
held in a particular district. It consists of information of the old districts despite the

creation of new ones with independent DLBs. We also noted that there was no register

for Government properties abroad.

Management attributed the failure to maintain a Government land register to
manpower gaps in the Commission and it is currently being maintained by a Records

Assistant.

As a result of not maintaining and updating the land register, the Commission is unable

to give a clear position of Government land.
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Management response

There exists a Register and efforts are being made to improve it. Many
records belong to Uganda Land Commission are still in the Registry/records
office of the Ministry of Lands, Housing and Urban Development due to lack

of sufficient space at the Uganda Land Commission. Some extra space and
filing cabinets have been secured and it is expected that by end of the

Financial Year 2010/2011 the records will improve.

Land Inventory Exercise

According to the Ministerial policy statements for the FYs 2007/08 and 2008/09, ULC

planned to carry out land inventory exercise in six (6) and ten (10) districts

respectively.

Through a review of documents, there was no evidence to show that the Commission

carried out the land inventory exercise in t he sixteen (16) districts.

Effort to avail evidence showing that the Commission has been conducting land

inventory exercises was rendered futile.

In the absence of land inventory exercise reports, the land register may not be

accurately updated.

Manage ment response
Funding for this activity was secured by the Ministry of Lands, Housing and
Urban Development under PSCP Il. A contractor was procured and surveys

in Hoima, Masindi and Buliisa have been completed.

Processing of Land Titles

The Commission danned to process one hundred (100) land titles in FY 2008/09 and
sixty (60) land titles in FY 2009/10.

We observed that the Commission did not process the 160 planned land titles. Through
a review of documents, we noted that the Commission processed 35 and 20 land titles
for FYs 2008/2009 and 2009/2010 respectively.
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Management attributed the failure to process land titles to limited survey activities
caused by inadequate funds, motor vehicles, and survey equipments. However, our
analysis of the budget estimates and releases showed that the Commission budget was

funded 87% on average.

In the absence of land titles, Government cannot legally claim ownership of its land

and may lead to loss of Government property to unscrupulous persons.

Management respo nse

Land Titles can only be processed after surveys have been completed. The
forecast figures for titles to be processed can only be achieved if the survey

is in tandem with other activities. It is a known fact that survey department

has been over stretc hed over the period. The Commission is considering
taking on the services of Private Surveys and Valuers on top of the use of

District staff in the areas.

Payment f Property Rates
According to the MOLHUD policy statements for the FYs 2008/09 and 2009/10, ULC

was supposed to pay property rates to any two (2) and any six (6) Urban Councils

respectively.

Audit noted that the Commission did not pay property rates to Urban Councils as
planned. Through interviews with management, we noted that the Commissio n did not
pay any Urban Council in the FY 2008/09, and only paid one (1) Town Council in FY
2009/10 (Lugazi Town Council).

We also noted that the Commission has been accumulating domestic arrears in respect

of unpaid property rates over the four year aud it period as shown in Table 26.

Table 26: Showing accumulated domestic_arrears of unpaid property rates for the

EYs 2006/2007 -2009/2010.

2006/07 - 648,865,014 - 648,865,014
2007/08 648,865,014 1,016,920,303 25,572,000 1,640,213,317
2008/09 1,640,213,317 534,798,819 1,334,380,168 840,631,968
2009/10 840,631,968 2,645,874,594 1,112,738,855 2,373,767,707

Source: ULC audited accounts fo  r the years.
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In FY 2009/10, the Commission had an outstanding amount of Ug Shs.2.37 billion in
property rates with Kampala City Council demanding Ug Shs.1.6 billion (60%), followed
by Mbarara Municipal Council Ug Shs.0.4 billion (15%), Tororo Municipal Couwncil Ug
Shs.0.32 billion (12%), Kabale Municipal Council Ug Shs.0.22 billion (8%) and ten (10)
other Councils Ug Shs.0.13 billion (5%). This amount is only from 14 Urban Councils
and according to management other Councils had not submitted their demand not es.
Management explained that verification of submissions is very difficult due to
inadequate number of Government Valuers at the Ministry. The few Valuers take long

to conduct verification exercises and are preoccupied with other schedules.

Management attributes the accumulation of domestic arrears to inadequate funds in

the approved budget caused by the budgetary ceilings imposed on them by MOFPED
and delayed submission of demand notes by Urban Councils. Management further
explained that they have been receiving on average Ug Shs.4 million which was
increased to Ug Shs.16 million in FY 2009/10 which is not adequate to pay all the
Urban Council bills. We, however, noted that domestic arrears have been caused by
inadequate planning by ULC. The Commission de&s not have a database of the number
of Urban Councils, amount payable, number and location of properties which would be

used as a basis for planning.
Nonpayment of property rates by ULC could lead to litigation.

Management response

This has been a recu rrent problem since payment of property rates for
Government country wide is handled by the Commission. Funds for this
activity are however inadequate. Management proposes decentralization of

this responsibility so that each department meets the cost of i ts property

rates.

Collection of Non Tax Revenue (NTR)
According to the Ministry policy statements for the FYs 2007/08, 2008/09 and 2009/10,
ULC planned to collect NTR of Ug Shs.1.5, Ug Shs.1.6 and Ug Shs.2.0 billion

respectively in premium and ground rent.
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Scrutiny of accounts records showed a progressive improvement in NTR collection by

the Commission. The revenue targets were achieved as shown inTable 27.

Table 27: Showing improvement in the collection of NTR.

| 2006/07  No provision 1,406,313,400  1,406,313,400 NA
2007/08 1,500,000,000  2,475972,635 975,972,635 165%
2008/09 1,600,000,000  2,231,596,750 631,596,750 140%
2009/10 2,000,000,000  2,842,679,350 842,679,350 142%

Source: ULC audited accounts for the years.

We noted that this good performance may further be improved if the Commission
introduces a proper billing system. The current system depends on the willingness of
the clients since it does not track defaulters such that they can be followed up. We also
noted that the database of clients was incomplete. However, management had started
updating it and at the time of audit (Nov.2010), 523 entries of new clients had been

captured.

Management attributed the absence of a proper billing system to lack of an integrated
land information management system that would automatically update accounts

department on the status of clients spontaneously.

The absence of a complete database of all lease holders leads to uncerestimation of
NTR collectable and also impairs the capacity of ULC to collect more revenue since

clients are not followed up.

Management response

As observed by the Auditors the performance of NTR has been improving
tremendously, the omission is making efforts to improve its database.
The Commission expects to benefit from the LIS Project that the Ministry of
Lands, Housing and Urban Development is patting; this will improve the
information management to include other users like Banks, URA and

individua | clients.
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4.2.5

4.2.5.1

ACQUISTION OF LAND TITLES AND CONVERSION OF LAND TENURE
SYSTEMS

Certificates of land titles can be got through any of the following methods: by applying
for a certificate of customary ownership, by converting customary land to free hold, by
applying for a lease, by converting a leasehold land to freehold and through an
outright purchase or division on mailo land. Certificate of title can also be got by
applying to the District Land Board for a grant in freehold under Section 10 and 13 (5 )
of the Land (Amendment) Act CAP 227.

Below are the findings on each of the methods.

Issuance of Certificate of Customary Ownership
Section 4 (1) of the Land (Amendment) Act CAP 227, requires that any person, family

or community holding land und er customary tenure on former public land may acquire

a certificate of customary ownership in respect of that land.

Through review of applications and interview of officials at the District, Sub County and
land owners in the districts visited, it was note d that no certificates of customary

ownership had ever been issued or acquired by the customary land owners.

Officials in the districts of Masaka, Arua, Soroti, Mbale, Mukono and Kabale, attributed
the non issuance of certificates to Government failure to avail copies of the certificates
to the districts. However, the customary land owners explained that the process is
long, costly and the certificates cannot be used as a security or mortgage in the

financial institutions for acquiring loans, hence of less importance to acquire them.

Audit attributed the failure to acquire certificates of customary ownership to the lack of

sensitization of the land owners by Government.

Failure by the land owners to acquire certificates may hamper the identification of

bonafide owners which may increase incidences of land ownership wrangles.

Management response:
Certificates of Customary Ownership should be distinguished from
Certificates of Occupancy. Their issuance is demand driven and therefore

dependant on applica tion by the land owners who usually prefer Certificates
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4.2.5.2

of Title. Some Districts have however started issuing Certificates of

Customary Ownership.

Conversion From Customary to Freehold
Section 9 (1) of the Land (Amendment) Act CAP 227, requires that any person, family

or community holding land under customary tenure on former public land may convert
the customary tenure into freehold tenure in respect of that land. Internal procedures
and the draft cl i ent?, tequses conversian franhcastormnagyrto o f

freehold tenure, to take 110 working days .

A review of 200 applications for conversion of customary land to freehold tenure in 10
out of the 23 districts visited, revealed that it took on average 161 working days to
acquire a title as shown in Table 28.

Table 28: Showing delays in processing of conversion from customary to
freehold land

DISTRICT NO OF APPLICATIONS AVERAGE PROCESSING DELAYS (Working
~ REVIEWED _ TIME (Working days .

Arua 20 196 86

Bushenyi 20 140 30

Gulu 20 150 40

Rukungiri 20 154 44

Nebbi 20 200 90

Mbarara 20 180 70

Mukono 20 162 52

Kampala 20 140 30

20 145 35

Luwero

Wakiso 20 140 30

Source: OAG compilation from applications/files at MOLHUD head quart ers & regional/district land
offices

Nebbi had the longest delays of 90 days followed by Arua 86 days, Mbarara 76 days,
Mukono 52 days and Rukungiri 44 days.

22 Draft Clients Charter: Charter designed by the Ministry to guide officers in the execution of their work and setting of

timeliness.
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