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REPORT OF THE AUDITOR GENERAL ON THE AUDIT OF FINANCIAL STATEMENTS OF
THE MINISTRY OF AGRICULTURE, ANIMAL INDUSTRY AND FISHERIES
FOR THE YEAR ENDED 30™ JUNE, 2020

THE RT. HON. SPEAKER OF PARLIAMENT

Opinion

I have audited the accompanying financial statements of The Ministry of Agriculture, Animal
Industry and Fisheries which comprise the statement of Financial Position as at 30" June 2020,
the Statement of Financial Performance, Statement of Changes in Equity and Statement of
Cash Flows together with other accompanying statements for the year then ended, and notes
to the financial statements, including a summary of significant accounting policies.

In my opinion, the financial statements of The Ministry of Agriculture, Animal Industry and
Fisheries for the year ended 30" June 2020 are prepared, in all material respects, in
accordance with section 51 of the Public Finance Management Act, 2015 and the Financial
Reporting Guide, 2018.

Basis for Opinion

I conducted my audit in accordance with International Standards of Supreme Audit Institutions
(ISSAIs). My responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of my report. I am independent
of the Ministry in accordance with the Constitution of the Republic of Uganda 1995 (as amended),
the National Audit Act, 2008, the International Organization of Supreme Audit Institutions
(INTOSAI) Code of Ethics, the International Ethics Standards Board for Accountants Code of
Ethics for Professional Accountants (Parts A and B) (IESBA Code), and other independence
requirements applicable to performing audits of Financial Statements in Uganda. I have fulfilled
my other ethical responsibilities in accordance with the IESBA Code, and in accordance with other
ethical requirements applicable to performing audits in Uganda. I believe that the audit evidence I
have obtained is sufficient and appropriate to provide a basis for my opinion.

Key Audit Matter

Key audit matters are those matters that, in my professional judgment, were of most
significance in my audit of the financial statements of the current period. These matters were
addressed in the context of my audit of the financial statements as a whole, and in forming my
opinion thereon, and I do not provide a separate opinion on these matters. I have determined
the matters described below to be key audit matters communicated in my report.

1.0 Implementation of the approved budget

Every year, government plans and allocates funds to Ministries, Departments and Other
Agencies (MDAs) for implementation of activities that would enable the country to
attain sustainable development. I observed that MDAs have challenges with regard to
implementation of planned activities, which negatively affects service delivery and
improvement of the people’s wellbeing. As a result, the implementation of the
approved budget was considered a key audit matter and during the office-wide
planning, I identified risks common with MDAs which include; non-implementation of
strategic plans, underperformance of revenue, implementation of off-budget activities,
under absorption of funds, insufficient quantification of outputs, partial and non-
implementation of outputs, diversion of funds and challenges in budget monitoring and
reporting of performance.



The Ministry of Agriculture, Animal Industry and Fisheries (MAAIF) is mandated to
promote and support sustainable and market oriented agricultural production, food
security and house hold incomes. In addition, the Ministry aims at providing a
competitive, profitable and sustainable agricultural sector so as to transform
subsistence farming to commercial agriculture.

To achieve this mandate, MAAIF planned to implement a number of both recurrent and
development deliverables under various programmes. A review of the entity’s Ministerial
Policy Statement and budgets revealed that the Ministry had an approved budget of
UGX.186,785,335,871, out of which UGX.146,473,878,601 was released. The table
below shows a summary of the key deliverables of the Ministry for the financial year
2019/20.

Table: Showing key deliverables for MAAIF for the year

S/N | Key Output Deliverables Budget Amount | Cumulative
(UGX) Bn | Spent percentage of
(UGX) Actual
Bn Expenditure

1 Output: 03 Crop production technology promotion 0.39 0.16 0.1%

2 Output: 04 Crop pest and disease control measures 3.97 3.83 2.8%

3 Output: 04 Promotion of sustainable fisheries 1.05 0.64 3.2%

4 Output: 03 Improving Value addition and market 2.00 1.00 3.9%
Access

5 Output: 07 Monitoring & Evaluation of commodity 1.00 0.93 4.6%
approach activities in the sector

6 Output: 77 Purchase of Specialised Machinery & 4.00 1.05 5.3%
Equipment

7 Output: 82 Construction of irrigation schemes 1.50 1.30 6.2%

8 Output: 05 Vector and disease control measures 8.11 7.93 11.8%

9 Output: 09 Vector and disease control in priority 8.19 7.89 17.3%
animal commodities

10 Output: 05 Creating and Enabling environment for 1.58 1.45 18.3%
Agriculture

11 Output: 77 Purchase of Specialised Machinery & 9.38 9.38 24.8%
Equipment

12 | Output: 82 Construction of irrigation schemes 19.60 9.72 31.6%

13 Output: 83 Valley Tank Construction (livestock) 10.16 10.10 38.6%

14 | Output: 06 Improved market access for livestock and 1.00 0.90 39.3%
livestock products

15 | Output: 07 Promotion of priority animal products and 3.68 2.80 41.2%
productivity

16 Output: 80 Livestock Infrastructure Construction 11.01 5.80 45.3%

17 | Output: 02 Fisheries Quality Assurance and standards 1.86 1.75 46.5%

18 | Output: 04 Promotion of sustainable fisheries 291 2.86 48.5%

19 Output: 06 Improved market access for livestock and 2.00 1.52 49.6%
livestock products

20 | Output: 02 Quality Assurance systems along the value 1.10 0.96 50.2%
chain

21 Output: 04 Crop pest and disease control measures 0.50 0.25 50.4%

22 | Output: 09 Control of pest and diseases in priority 0.61 0.45 50.7%
commodities

23 Output: 03 Improving Value addition and market 1.60 0.85 51.3%
Access

24 Output: 82 Construction of Irrigation Schemes 1.65 1.50 52.4%

25 Output: 83 Fisheries Infrastructure Construction 6.00 5.53 56.2%

26 | Output: 71 Acquisition of Land by Government 8.00 6.00 60.4%

112.87 86.55




The Ministry planned to achieve its deliverables through implementation of 158 outputs
with a budget of UGX.186.8Bn. I sampled 60 outputs worth UGX.138.1Bn, representing

74% of the total budget.

The outbreak of the COVID Pandemic affected the implementation of the 2019/2020
budget especially activities in the last half of the financial year. As a result, a number of
activities were not implemented due to budget cuts and lock down measures instituted

to control the spread of the pandemic.

From the procedures undertaken, I noted the following:

No

Observation

Recommendation

1.1

Implementation of the Strategic Plan

The overall Government National Development Plan (NDP II) expired at the
end of FY 2019/20. In line with the NDP II, MAAIF had an approved strategic
plan for the period 2015/16 -2019/20, which set out both the long term and
short term targets to be achieved during the duration of the strategic plan.

This being the last year of implementation of the Ministry’s strategic plan, I
conducted an assessment of the achievement of the Ministry’s strategic
targets/goals. The NDPII outlines four strategic objectives which are intended
to be the main budget drivers over the plan period. These are: (i) increasing
agricultural production and productivity; (ii) increasing access to critical farm
inputs; (iii) improving agricultural markets and value addition; and (iv)
improving service delivery through strengthening the institutional capacity of
MAAIF and its agencies.

I observed that at the time of the audit (September 2020), out of the
planned 18 key strategic targets/goals, 8 targets had been fully achieved, 9
were partially achieved while 1 was not achieved at all as shown below and
in Appendix I.

The extent of achievement of 2015/16-2019/2020 strategic plan

No | Level of perforémance | No of strategic goals/ % of total number of
by the end of 2019/2020 | objectives strategic objectives

1 Fully achieved 8 44
Partially achieved 9 50

3 Not achieved 1 6
Total 18 100

The partially achieved targets include;

144 valley tanks were not constructed/rehabilitated

130 tractors were not procured/ distributed.

3 designs for irrigation schemes were not developed.

5 existing irrigation schemes were not rehabilitated.

2 aqua culture parks were not established.

4 quarantine stations were not constructed.

2 aquaculture parks were not established at all in Apac and Mwena

Details in Appendix I.

The Accounting Officer explained that the failure to achieve most of the
strategic targets was due to significant budget cuts that affected the sector
activities.

The Accounting Officer
was urged to continue
engaging MoFPED to
release the required
funds and consider
rolling over the
partially achieved
targets to the next
strategic plan 2020-
2025.




1.2 | Revenue Performance The Accounting Officer
is advised to liaise with
Performance of Non Tax Revenue (NTR) MoFPED and ensure
that the  affected
I reviewed the NTR estimates, revenue sources and rates charged at vote | activities are rolled
level for the financial year 2019/2020 and noted that the entity budgeted to | over and implemented
collect NTR of UGX.8,990,000,000 during the year under review. Out of this, | in the subsequent
only UGX.2,580,484,500 was collected, representing a performance of 29% | financial year.
of the target.
Further, the
Shortfalls in NTR collections affect the implementation of planned activities. Accounting Officer
should develop an
The Accounting Officer explained that the underperformance was due to | agriculture
reduced economic activity in the sector especially in the last two quarters of | disaster/contingence
the FY due to the COVID-19 pandemic and also due to reduced agribusiness | plan in collaboration
activity among the private sector due to the flooding and increased water | with MFPED to assist
levels on all the major water bodies which affected fishing, livestock and | the agriculture sector
crops agribusiness activities. The locust invasion also affected business | absorb  the  shocks
activity in the Eastern part of the country. All these slowed agriculture | from natural disasters.
business activities thus leading to less collection of NTR from the business
community than earlier anticipated.
Performance of GOU Receipts
The entity budgeted to receive UGX.186.8Bn out of which UGX.146.5Bn was
warranted, resulting in a shortfall of UGX.40.3Bn which is 22% of the budget.
Revenue shortfalls affect the implementation of planned activities.
The Accounting Officer explained that the underperformance was due to
significant cuts in releases caused by the effects of the COVID-19 pandemic.
13 Under absorption of funds I advised the
Accounting Officer to
Out of the total receipts for the financial year of UGX.146.5Bn; UGX.143.3Bn | engage the pensioners
was spent by the entity resulting in an unspent balance of UGX.3.2Bn | with the help of
representing an absorption level of 98%. The unspent balance at the end of | various  stakeholders
the financial year was subsequently swept back to the consolidated fund | and ensure that a
account. complete  verification
of their benefits is
Under absorption of released funds resulted into non-implementation of | undertaken and the
planned activities such as: pensioners settled.
e Recruitment of general and contract staff was not undertaken.
e Pension Arrears for former MAAIF staff were not paid.
e Gratuity arrears were not paid.
e Salary Arrears were not paid.
Management explained that the under absorption of released funds was
caused by failure to verify pension arrears on time and the failure to fill
vacant positions at the Ministry by the Public Service Commission.
1.4 | Unremitted off-budget receipts I advised the

Section 36(6), 43 and 44(20) of the PFMA 2015, require all the public
resources including external financing to be paid into the consolidated fund
and once deposited shall form part of the consolidated fund and shall be
availed through the Appropriations Act. Paragraph 24.6.2 of the Treasury
Instructions 2017 also requires an Accounting Officer to ensure that all
planned development partner disbursements under his or her vote are

Accounting Officer to
ensure that all funds
are appropriated by
Parliament and
expenditure of such
funds follows the
government financial
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included in the vote budget estimates, i.e. appropriated by Parliament.

I observed that the Ministry received off-budget financing to a tune of
UGX.3,291,808,733 which was not transferred to the consolidated fund
contrary to the law. Details of these are provided in the table below:

S/N Funding Project Amount received
Source
1 UNDP/GEF Food Security Project 1,470,688,722
UNDP/GEF Mount Elgon Project 940,996,350
3 COMESA Climate Smart 880,123,661
Agriculture
Total 3,291,808,733

Off-budget financing distorts planning, may result in duplication of activities,
as well as posing a risk of misappropriation of funds.

The Accounting Officer explained that these were grant agreements meant to
support sustainable land management activities in the country between
Government and UNDP which MoFPED approved. MAAIF made efforts to
streamline this and made requests for budget codes for the projects to
MoFPED but still awaits MoFPED action.

system.

The PS/ST should be

consulted in case of
any challenges in
complying with the
provisions.

1.5

Quantification of outputs/activities

Paragraph 55 of the budget execution circular for the financial year
2019/2020 states that the Accounting Officer is required to submit quarterly
performance reports by the 30" day of the first month of the next quarter.
These reports should indicate the actual performance against the planned
outputs and performance for each quarter, showing the quantity/quality and
physical location of the reported outputs against expenditure.

Out of the 60 outputs with a total of 175 (One hundred seventy five)
activities and actual expenditure of UGX.105.43Bn sampled for assessment, I
reviewed the extent of quantification of outputs and activities and noted the
following;

e All 60 outputs with a total of 175 activities and expenditure worth
UGX.105.43Bn were fully quantified to enable assessment of performance.

Refer to Table 1 below for summary of extent of quantification and amounts
spent
Table 1: Extent of Quantification by activities

Summary of Performance by Outputs Activity details-Analysis
Category | No. of | % of | Expe | % Total no | No. of No of | % of
of outpu | total ndit propor | of Fully activiti | quantificatio
outputs ts out- ure tion to | activitie Quanti | es not | n of
sampl | puts UGX | total s in the | fied fully activities per
ed samp | Bn expen outputs activiti | quanti category of
led diture es fied output
Fully 60 100 105.4 100 175 175 0 100
quantifie
d
outputs
Insuffici 0 0 0 0 0 0 0 0
ently
quantifie
d
outputs
Outputs 0 0 0 0 0 0 0 0
not
quantifie
d
Total 60 100 105. 100 175 175
4

I commended the
Accounting Officer for
quantifying all outputs
for easy follow up and
accountability.




Planning and reporting on the quality/quantity of activities implemented
renders it easy to establish the reasonableness of individual activity costs for
each planned output which enables effective accountability when funds are
subsequently spent.

1.6

Implementation of quantified outputs

I assessed the implementation of all the 60 out puts that were fully
quantified with a total of 175 activities worth UGX.105.43Bn and noted the
following

e 34 outputs with a total of 88 activities worth UGX.61.01Bn were fully
implemented.

e 25 outputs with a total of 82 activities worth UGX.44.42Bn were partially
implemented. Out of the 82 activities, the entity fully implemented 35
activities (42%), partially implemented 40 activities (49%), while 7
activities (9%) remained unimplemented.

Some of the partially implemented activities include;

v

Supervision of the recruitment of extension workers in 15 out of 54
District Local Governments not conducted.

>  MAAIF land surveying and titling not carried out in 2 out of 10 Districts.

» 1 out of 8 Media press conferences was not conducted.

> 4 out of 8 stakeholder engagement meetings in agro processing and
marketing were not undertaken.

> Validation of 300 out of 625 agro processing and marketing sites was
not undertaken.

> Demarcation of the 1,000 acres of land; land survey map for the oil
palm estate was not carried out.

> 2 Greenhouses were not procured and established at Kampiringisa

National Farmers Leadership Centre (NFLC).

> 100 out of 200 Pheromone traps for area wide monitoring and
management of fruit flies were not procured

> 25 out of 50 motorized and 50 out of 100 manual knapsack spray
pumps were not procured and distributed.

> 65 out of 110 acres of heavy moving kaliba weed masses were not
cleared.

> 1 out of 2 animal holding grounds was not constructed.

> 48 out of 100 sets of meat inspection equipment were not procured.

The activities that were not implemented at all include;

Introduction of 5 alternative livelihoods in all oil palm growing areas.
Demarcation of all environmentally sensitive areas in Buvuma
Undertaking of 4 environment and social impact assessments

Procuring of 70,000 oil palm seedlings to provide incentive's upcoming
domestic private sector investors

200 Smallholder oil palm farmers capacity built in Environment, Health
and Safety requirements.

Y VVYY

Y

Refer to Table 2 for summary of extent of implementation and amounts
spent.

I advised the
Accounting Officer to
initiate strategies to
ensure that all the

partially implemented
activities are rolled
over to the next
financial year and
subsequently
implemented.




Table 2 Showing level of implementation of Fully Quantified outputs

Summary of Performance by Output Activity details-Analysis
Category | No % of | Expe | % Total No of No. No of Extent of
of output | of impl ndit prop | noof | Fully of activit | implement
outp | eme ure ortio | activi | imple partial | ies ation of
uts ntati | UGX n to ties mente ly that activities
on total d imple were per
Bn expe activiti | mente not category
ndit es d imple of output
ure activiti | ment
es ed
Fully 34 57 61 58 88 88 0 0 100
impleme
nted
outputs
Partially 25 42 44 42 82 35 40 7 91
Impleme
nted
outputs
Outputs 1 1 0 0 5 0 0 5 0
Not
Impleme
nted
Total 60 100 105 100 175 123 40 12

Partial and non-implementation of planned activities implies that the
expected services to the beneficiary communities were not fully attained.
Details in Appendix II.

The Accounting Officer explained that failure to implement all planned
activities and outputs fully was due to budget cuts caused by the COVID-19
pandemic effects on the economy.

1.7

Preparation and submission of Monitoring Reports plans and
reports

Paragraph 58 of the Budget Execution Circular for 2019/20 requires the
Accounting Officer to prepare and submit annual monitoring plans for
government programs and or projects under his/her vote to the Office of the
Prime Minister with a copy to Ministry of Finance, and National Planning
Authority for harmonization to ensure proper coordination to avoid
duplication and fatigue. The Accounting Officers are also expected to submit
quarterly monitoring reports to the Office of the Prime Minister with a copy to
the Ministry of Finance for the attention of the director budget.

Contrary to this I noted that;

e The Ministry prepared the annual monitoring plans however, there was
no evidence to show that the plans were duly submitted to MoFPED and
NPA as required.

e Also, the Ministry prepared quarterly monitoring reports however, there
was no evidence to show that the reports were submitted to the Office of
the Prime Minister and MoFPED as required.

This practice is not only contrary to the circular instructions but also hinders
efforts of timely monitoring of the implementation of the budget.

I advised the
Accounting Officer to
adhere to the budget
execution
requirements issued by
the PS/ST.

1.8

Delayed Submission of Quarterly Performance Reports

Paragraph 55 of the budget execution circular for the financial year
2019/2020 states that the Accounting Officer is required to submit quarterly
performance reports by the 30" day of the first month of the following
quarter.

I noted that the entity submitted performance reports for Q1, Q2, Q3, Q4
after the deadline given for submission of the reports as indicated in the

I advised the
Accounting Officer to
bring to the attention
the reporting
challenges to the
responsible authorities.
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table below;

No Details Deadline Actual date of | Comment (submitted in
for submission time/ delayed)
submission

1 Quarter One 31/10/2019 06/12/2019 36 days delay

2 Quarter Two 31/01/2020 02/03/2020 32 days delay

3 Quarter Three 30/04/2020 27/06/2020 57 days delay

4 Quarter Four 31/07/2020 10/09/2020 40 days delay

Failure to submit performance reports in time is not only contrary to the
circular standing instructions it affects the timely evaluation of performance.

The Accounting Officer explained that this was due to the fact that often
previous quarter activities (and data collection) rollover to the following
quarter and are still ongoing by the 30" day of the first month of the
following quarter. It is also difficult to collect all the accountabilities of the
last 90 days within 30 days since at times quarterly releases of funds delay
thus delay in implementation of quarterly activities.

1.9

Accuracy of Performance reports submitted

Paragraph 55 of the budget execution circular for the financial year
2019/2020 states that the Accounting Officer is required to submit quarterly
performance reports by the 30" day of the first month of the following
quarter. These reports should clearly indicate the actual performance against
the planned outputs and performance for each quarter, showing the
quantity/quality and physical location of the reported outputs against
expenditure.

From my review of the annual cumulative performance reports (Q4) and
physical inspections/verification of performance, I noted that the reported
level of performance was consistent with the results of my verification.

Accurate performance reports make proper assessment and accountability of
Ministry funds easy and reliable.

I commended the
Accounting Officer for

ensuring actual
performance status
reports are prepared
to enable  proper
assessment and

accountability.

Emphasis of matter

Without qualifying my opinion, I draw attention to the following matters included in the
statement of financial position on Page 8 of the Accounts.

2.0

2.1

Domestic Arrears

Outstanding Domestic Arrears — UGX.12,956,698,113

Section 21(2) of the Public Finance Management Act, 2015 states that a vote shall not
take any credit from any local company or body unless it has no un paid domestic
arrears from a debt in the previous financial year; and it has capacity to pay the
expenditure from the approved estimates as appropriated by Parliament for that
financial year. Further, Paragraph 10.10.17 of the Treasury Accounting Instructions
2017 states that “An Accounting Officer will ensure that no payments due in any

financial year remain unpaid at the end of that year”.

The domestic arrears showed a movement of payables from UGX.24,659,186,215 in the
previous year to UGX.12,956,698,113 in the year under review, a decrease of 47.5%.

10




2.2

Some arrears remained unsettled at the close of the year. The table below shows the
trend analysis of the domestic arrears for the past five years:

No Year End Amount (UX) %o Increase/ decrease
1 30" June 2016 24,097,096,854 -

2 30" June 2017 27,329,773,534 13.4%

3 30" June 2018 27,064,751,206 -1.0%

4 30" June 2019 24,659,186,215 -8.9%

5 30" June 2020 12,956,698,113 -47.5%

Continued incurrence of domestic arrears adversely affects budget performance in the
subsequent year as outputs anticipated in the appropriated budget cannot be attained
due to settlement of the arrears.

Management explained that MAAIF has accrued domestic arrears over the period of
years which was mainly due to failure to meet the Ministry’s annual contributions to
international organizations and inadequate release of counterpart funding on the donor
funded projects. The Ministry will continue to engage MoFPED for more funding to clear
the remaining stock of domestic arrears.

The Accounting Officer is advised to ensure that sufficient budget provisions are made
to cater for settlement of outstanding domestic arrears, and to strictly adhere to the
government commitment control system to avoid risk of overcommitting government.

Inadequate Budget for Domestic Arrears

Section 13(10) (a) (iv) of the Public Finance Management Act, 2015 defines an annual
budget as the financing estimates for the financial year to which the budget relates,
including a plan for Government debt and any other financial liabilities for the financial
year to which the annual budget relates.

The Ministry had outstanding commitments to a tune of UGX.24,659,186,215 from the
previous year however; I observed that only UGX.593,425,402 was provided for
settlement of domestic arrears in the current budget..

Failure to sufficiently budget for domestic arrears creates spending pressures on
planned activities and hampers budget performance in the year given that outputs
anticipated in the appropriated budget cannot be attained due to settlement of arrears.
Further, this weakness poses significant settlement risks and possible litigation as a
result of failure to settle the outstanding debt.

The Accounting Officer stated that the Ministry has always declared the verified
domestic arrears to MOFPED with the hope that sufficient allocation would be made to
MAAIF to clear the arrears. However, the allocations made to the Ministry have always
been too little and inadequate to reduce the stock of the accumulated arrears. He
further stated that it should be noted that under the PBS, votes are not allowed to
allocate funds within their MTEF ceilings for domestic arrears.

The Accounting Officer is advised to continue liaising with Treasury and ensure that

sufficient budget provisions are made for domestic arrears to enable their eventual
settlement.

11



3.0

Untitled Land - UGX, 11,525,000,000

Section 7(1-2) of the Land Acquisition Act CAP 226, 1965, requires that where a
declaration has been published in respect of any land, the assessment officer shall take
possession of the land as soon as he or she has made his or her award under section 6
of this Act. Further, the land shall immediately, by operation of the Land Acquisition Act
be vested in the Uganda Land Commission free from all encumbrances.

Reported in the Statement of Financial Position on page 8 (note 21) of the accounts
are non-produced assets amounting to UGX.94,910,022,797 as at year end, an increase
from UGX.83,385,022,797 implying a growth of UGX.11,525,000,000. The Head of
Accounts on page 6 of the accounts explained that the Ministry used the funds to
acquire land for the National QOil Project.

However, it was observed that these are transfers to the Project and may not
necessarily translate into land purchase due to the complexities in acquisition.
Management did not provide details of ownership of the acquisitions made since the
land titles had not been obtained. The practice of acquiring and holding untitled land
exposes such properties to high risk of loss and encroachment.

Management explained that the process of titling the land acquired was interrupted by
the COVID-19 pandemic. The Ministry has started the process of transferring titles to
government by requesting Ministry Lands, Housing and Urban Development to gazette
the said land.

I advised the Accounting Officer to ensure that the land titles are secured.

Other Matters

In addition to the matter(s) raised above, I consider it necessary to communicate the following
matters other than those presented or disclosed in the financial statements:

4.0

4.1

Management of Locust Invasion

During the year under review, the North Eastern part of Uganda was invaded by desert
locusts in February, 2020. GOU intervened through the MAAIF and UPDF using
contingency funds to undertake aerial spraying and ground spray operations as well as
surveillance and reporting. MAAIF received UGX.24,000,000,000 for the activity.

A review of the activities undertaken revealed the following;

Unaccounted for Funds under Contingency-UGX.98,601,479

Paragraph 10.20.8 of the Treasury Accounting Instructions 2017 requires that in
approving any advance to staff, the approving officer shall make sure that the
concerned staff has settled any old advances. Immediately after the expense has been
incurred, the officer concerned shall fill in an accountability form with details of
advances taken, amount spent, accompanied by supporting documents indicating the
amount returned if any, or the amount to be refunded to him/her.

A review of the activity advances revealed that funds to the tune of UGX.98,601,479
(%) to various individuals were unaccounted for by the time of audit. The payment
vouchers lacked the requisite accountabilities to justify the expenditure i.e. lack of
beneficiary lists showing acknowledgement of funds, field reports, activity plans to
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justify the activities and the number of days paid for and thus I could not satisfy myself
on the occurrence of activities.

Unaccounted for advances expose the contingency funds to misuse on unplanned
activities and possible loss of funds. I was unable to confirm whether the amount
involved was applied to the intended purpose.

The Accounting Officer promised that all funds will be accounted for.

The Accounting Officer is advised to enforce recovery measures from the responsible
officers in absence of accountability.

Other Information

The Accounting Officer is responsible for the other information. The other information
comprises the statement of responsibilities of the Accounting Officer and the commentaries by
the Head of Accounts and the Accounting Officer, and other supplementary information. The
other information does not include the financial statements and my auditors’ report thereon.
My opinion on the financial statements does not cover the other information and I do not
express an audit opinion or any form of assurance conclusion thereon.

In connection with my audit of the financial statements, my responsibility is to read the other
information and, in doing so, consider whether the other information is materially consistent
with the financial statements or my knowledge obtained in the audit, or otherwise appears to
be materially misstated. If, based on the work I have performed, I conclude that there is a
material misstatement of this other information, I am required to report that fact. I have
nothing to report in this regard.

Management Responsibilities for the Financial Statements

Under Article 164 of the Constitution of the Republic of Uganda, 1995 (as amended) and
Section 45 of the Public Finance Management Act, 2015, the Accounting Officer is accountable
to Parliament for the funds and resources of the Ministry.

The Accounting Officer is also responsible for the preparation of financial statements in
accordance with the requirements of the Public Finance Management Act 2015 and for such
internal control as management determines necessary to enable the preparation of financial
statements that are free from material misstatement whether due to fraud or error.

In preparing the financial statements, the Accounting Officer is responsible for assessing the
Ministry’s ability to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting, unless the Accounting Officer
has a realistic alternative to the contrary.

The Accounting Officer is responsible for overseeing the Ministry’s financial reporting process.

Auditor’s Responsibilities for the audit of the Financial Statements

My objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes my opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with ISSAIs will always detect a
material misstatement, when it exists. Misstatements can arise from fraud or error and are
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considered material if, individually or in aggregate, they could reasonably be expected to
influence the economic decisions of users, taken on the basis of these financial statements.

As part of an audit in accordance with ISSAIs, I exercise professional judgement and maintain
professional scepticism throughout the audit. I also:

e Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for my opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Ministry’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the management.

e Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Ministry’s
ability to continue as a going concern. If I conclude that a material uncertainty exists, I am
required to draw attention in my auditor’s report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify my opinion. My conclusions
are based on the audit evidence obtained up to the date of my auditor’s report. However,
future events or conditions may cause the Ministry to cease to continue as a going
concern.

e Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

I communicate with the Accounting Officer regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that I identify during my audit.

I also provide the Accounting Officer  with a statement that I have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence, and where
applicable, related safeguards.

From the matters communicated with the Accounting Officer, I determine those matters that
were of most significance in the audit of the financial statements of the current period and are
therefore the key audit matters. I describe these matters in my auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, I determine that a matter should not be communicated in my report because
the adverse consequences of doing so would reasonably be expected to outweigh the public
interest benefits of such communication.

Other Reporting Responsibilities

In accordance with Section 19 (1) of the National Audit Act, 2008, I report to you, based on
my work described on the audit of Financial Statements, that; except for the matters raised in
compliance with legislation section below, and whose effect has been considered in forming my
opinion on financial statements, the activities, financial transactions and information reflected
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in the financial statements that have come to my notice during the audit, are in all material
respects, in compliance with the authorities which govern them.

Report on the Audit of Compliance with Legislation

The material findings in respect of the compliance criteria for the applicable subject matters
are as follows:

5.0

Management of Government-Vehicles (Fleet Management)

Over the years, there has been increasing demand for accountability and better
management of public resources by various stakeholders in Uganda. Management of
government vehicles (Fleet management) is faced with a number of challenges, such
as: inability to respond to national emergencies, like COVID 19; inability to support the
delivery of public service by government entities; high government expenditure on
purchase of vehicles; misuse of government vehicles; inaccurate vehicle management
records; and a general lack of a comprehensive and standard government fleet
management policy.

Subsequently, I developed procedures in order to assess the adequacy of government
fleet management system in the delivery of public service, and to identify any
impediments and make recommendations for improvement. Specifically, the audit was
intended to ascertain whether government Vehicles were/are:

e Acquired in compliance with Government vehicle acquisition guidelines;

e Comprehensively recorded in the assets register to ensure their proper
management;

e Adequately allocated, operated and utilized to enable delivery of public service;

e Properly and regularly maintained to achieve optimal performance, increased useful
lives and reduced running costs; and

e Disposed in compliance with PPDA guidelines, and disposal proceeds are properly
accounted for.

The study was for a scope of three financial years: 2017/18-2019/20. From the
procedures undertaken, I noted the following key observations;

No

Acquisition of motor vehicles

5.1
i

Funding for purchase of vehicles

During the three (3) financial years (2017/18-2019/20) the Ministry planned
to spend UGX.3,892,537,288 on acquisition of vehicles from government
funding. A sum of UGX.3,892,537,288 was warranted by the Treasury for the
purpose. The Ministry spent UGX.5,427,309,914 on procurement of 33
vehicles.

In addition, in the same period, the Ministry planned to spend
UGX.5,870,000,000 on acquisition of vehicles from project funding. A sum of
UGX.4,937,685,600 was obtained for the purpose, and the ministry spent all
the funds (UGX.4,937,685,600) to procure 30 vehicles.

Overall, the Ministry spent a total sum of UGX.10,364,995,517 in the
acquisition of 63 vehicles over the three (3) year period under review as
indicated in the table below;
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Financial | GOU Funding Project Funding Total Funding
Year

UGX(BN) | No. UGX (BN) | No. Vehicles | UGX (BN) No

Vehicles Vehicles

2017/18 2.408 | 14 - 0 2408 | 14
2018/19 1.483 | 12 4.766 | 28 6.249 | 40
2019/20 1.534 | 7 0.171 | 2 1.706 | 9
Total 5.427 | 33 4.937 | 30 10.364 | 63

Compliance with Government ban on acquisition of motor vehicles

According to the Circular Letter Ref; BDP/86/107/03 and dated 15" May,
2019 from the Permanent Secretary and Secretary to the Treasury to all
Accounting Officers, Government issued a freeze order on purchase of
vehicles by all MDAs during FY 2019/20 with the exception of 5 Votes, which
included; Office of the President, State House; Ministry of Defence and
Veteran Affairs; Ministry of Foreign Affairs; and Uganda Revenue Authority.
Further guidance from the Ministry of Public Service (MoPS) through a
Circular Letter Ref; ADM 99/205/01 and dated 21% August, 2019 indicated
that clearance would only be given for procurement of vehicles under on-
going donor funded projects.

However, it was observed that the Ministry acquired 5 (five) motor vehicles
at a cost of UGX.1.534bn during the FY 2019/20 using GOU funds contrary
to the issued guidelines.

Non-compliance with the government ban on acquisition of motor vehicles
undermined the intended Government objective of controlling expenditure on
purchase of vehicles and led to diversion of funds.

The Accounting Officer explained that Uganda was at the verge of having
her exports banned from European Market if certain standards were not met
by the department of crop inspection and certification and the main
challenge in this department was transport equipment for the Agricultural
inspectors who had to be deployed to various sites country wide like in
flower farms and border posts in preparation for European Union audit. The
Ministry found it urgent and prudent to procure the motor vehicles in
question.

I noted the
Accounting Officer’s

response in
addressing the
emergency.

Acquisition of motor vehicles

Paragraph 8.6.2 of the Treasury Instructions (TIs), 2017 requires
implementation of the budget to follow the work plans, procurement and
recruitment plans approved by Parliament.

e Examination of a sample of 45 motor vehicles (at the Ministry
Headquarters) purchased in the FYs 2017/2018, 2018/2019 and
2019/2020 revealed that 5 vehicles (11%), with a total cost of
UGX.1,534,772,623, purchased were not in the annual work plan while
17 vehicles (37.8%) with a total cost of UGX.3,368,041,897 were not in
the procurement plan.

e 17 vehicles that were purchased at a total cost of UGX.3,083,986,745
were acquired without undertaking the needs assessment.

I noted the
Accounting Officer’s

response in
addressing the
emergency.
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The Accounting Office explained that the need was occasioned by increased
interceptions of Ugandan export products specifically in the European Union
market. This required increased mobility of Agricultural Inspectors to ensure
the requisite phytosanitary standards are met.

iv. | Compliance with the vehicle standardization quidelines of | I advised the

Government Accounting  Officer
to ensure

Public Service Circular Standing Instruction No. 1 of 1999 and the | compliance with
Establishment Notice No. 1 of 2003 about standardization of vehicles for | vehicle
Ministers, other entitled officers and Projects set fuel capacity limits and | standardization
specifications of the type of vehicles to be purchased for Ministers, other | policy.
entitled officers and Projects.
The Ministry complied with standardisation guidelines on 36 out of the 45
procured vehicles. This may result into unnecessary increase in fuel and
maintenance costs due to the operation of a fleet with excessive engine
capacity.
Management explained that the MAAIF is field based and operates in hard to
reach areas that require vehicles of higher capacity. Most of these areas
have impassable roads that demand for such capacities. Management sought
and got clearance from MOPS on the need for vehicles of higher capacity.

5.2 | Motor vehicle recording

i Maintenance of Motor Vehicle Records I advised the

Accounting  Officer

Section 34 (2) of the Public Finance Management Act, 2015 requires an | to enforce
Accounting Officer to keep a register of assets and inventory in the format | maintenance of
prescribed by the Accountant General. Furthermore, Paragraph 16.6.1(f), (g) | proper vehicle

& (i) of the Treasury Instructions, 2017 requires recording of the estimated
useful life of the asset, physical location of the asset and condition of the
asset which should assist in determining the time of replacement and
depreciation cost of an asset.

Furthermore, Paragraph 10.13.4 of the Tis, 2017 requires all fixed assets
acquisitions to be captured in the fixed assets module of the Government
Computerised Financial Management Information System (GFMIS).

A sample of 45 vehicles was reviewed. By the time of this audit, September
2020, four (4) vehicles were yet to be delivered by the contracted suppliers.

A review of the 41 acquired vehicles at the Ministry revealed the following;

e 31 vehicles (75.6%) out of the 41 acquired vehicles were duly recorded
in the assets register and posted onto the Asset Management module in
the Integrated Financial Management system (IFMS) as at December
2020. However, ten (10) vehicles (24.4%) acquired at a cost of
UGX.2,463,832,746 over the period under review were not recorded in
the assets register.

e 31 vehicles (75.6%) worth UGX5,659,103,324 out of the 41 inspected
were recorded in the fixed asset register. However, they were not
accurately recorded in the format prescribed by the Accountant General,
which required capturing; date of purchase, type of vehicle, registration
number, acquisition cost, estimated useful life, physical location, and
condition.

e All 31 vehicles were traced to the staff or locations as recorded in the

records and ensure
that the IFMS asset
module is regularly
updated to enable
accurate recording
of fixed assets in the
financial statements
to achieve the
desired safety and
efficient utilization of
the Ministry fleet.
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assets register and which allowed traceability of vehicles.

e For all of the 41 vehicles, there was no evidence to confirm that vehicle
inspections and reconciliations were carried out regularly and that the
Asset register was duly updated.

This undermines proper management of the Ministry fleet in regard to safety
and efficient utilization of vehicles.

Management explained that they are undertaking the review and updating of
the current assets register in the format prescribed by the Accountant
General and work is now at 80% completion. They further stated that they
will work with Ministry of Works and Transport to carry out a general motor
Vehicle inspection of all vehicles belonging to the Ministry.

Motor Vehicle Usage

Fleet Management Policy and Guidelines

Section 16.3.1 of the Treasury Instructions, 2017 requires the Accounting
Officer to put in place measures to eliminate theft, losses, wastage and
misuse of vehicles.

However, it was observed that the Ministry did not have a policy on Motor
Vehicle Management to guide the usage and eliminate theft, losses, wastage
and misuse of motor vehicles. This is in addition to absence of a
standardised fleet management policy by Government as the different
aspects of Government vehicles are managed through different policies cited
in various government documents such as the Uganda Public Service
Standing Orders 2010, the Public Procurement and Disposal Act, 2014 and
Treasury Instructions, 2017.

The Failure to have a specific Vehicle Management Policy affects the entity’s
ability to address its unique motor vehicle challenges which may not be
envisaged in the standing Orders and Treasury Accounting Instructions.

Management explained that the Ministry has commenced with the
development and preparation of the Fleet Management Policy and
Guidelines. Preparations are underway to engage all stakeholders including
Ministry of Works and Transport for consultations so that we can capture
their inputs in the proposed Fleet Management Policy and Guidelines.

The Accounting
Officer is advised to
ensure that a vehicle
management policy
streamlining usage
of vehicles is put in
place to eliminate
wastage and misuse

Maintenance of Fuel Registers

It was observed that whereas the Ministry designated a Transport Officer
responsible for transport matters, fuel registers were not maintained for all
the 96 motor vehicles sampled contrary to Section 16.3.1 of the Treasury
Instructions, 2017. As a result, monthly fuel reconciliation exercises were
also not undertaken.

of the Ministry’s
vehicles.
The Accounting

Officer is advised to
ensure maintenance
of a fuel register on
all  the  ministry
vehicles and ensure

that proper fuel
The failure to maintain fuel registers makes it difficult to implement fuel cost | monitoring controls,
monitoring controls, and may delay early detection of misuse of fuel. including
reconciliations  are
Management explained that Government changed the policy of having a | put in place to
single fuel card for the Ministry on which all fuel for the Ministry operations | ensure efficient fuel
would be loaded to a policy of issuing fuel cards to individual officers. The | consumption.
fuel is loaded, utilized and accounted for by the respective officers.
iii. | Maintenance of Vehicle Log Books The Accounting

Officer is advised to
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A review of log books for a sample of 41 vehicles revealed that none had
either been updated on a weekly basis with journeys made, fuel and
maintenance costs or duly certified by an authorizing officer contrary to
Section 7 (g) of part (F - i) of the Public Service Standing Orders.

The failure to maintain vehicle log books makes it difficult for management
to track vehicle movements, fuel usage and vehicle maintenance
expenditure. This in turn may lead to misuse of vehicles for unauthorized
journeys or purposes.

Management explained that the transport section has now commenced the
enforcement of maintenance of motor vehicle logbooks by drivers and
endorsed by the Transport Officer on a weekly basis.

ensure that the
transport Officer and
drivers consistently
maintain vehicle
logbooks to enable
effective monitoring
of vehicles with an
objective of curbing
down misuse.

chauffeur driven vehicle at a Government expense. Section 16 further
provides that a public officer at the level of a Head of Department (scale
U1SE) shall be provided with an official vehicle for official duties including
house to office running.

Audit noted that Management does not maintain an approved Vehicle
allocation list where acquired motor vehicles are formally assigned to entitled
staff by the Accounting Officer. It was further observed that the vehicles are
irregularly controlled and monitored at the departmental levels despite the
presence of a formally appointed Transport Officer and as a result several
vehicles were allocated and used by ineligible staff. Besides, there was no
evidence to show that the bona fide staff had authority to drive government
vehicles.

During audit, it was observed that the Transport Officer compiled the
Ministry Vehicle inventory with difficulty due to the fact that these were
maintained at different departmental levels and the overall exact number of
Ministry vehicles and their respective location could not be comprehensively
ascertained.

In this regard, it was noted that there is a high likelihood of vehicle losses
given that there is no centralized monitoring as required by the regulations.
A detailed review of 100 motor vehicles selected revealed the following
anomalies;

iv. | Annual Motor Vehicle Inspections
The Accounting
Section 7 (d) of part (F - i) of the Public Service Standing Orders requires | Officer is advised to
every Government vehicle to be subject to an annual inspection irrespective | ensure that annual
of age or condition. motor vehicle
inspections are
However, a review of the records for the 96 sampled vehicles revealed that | carried out to
annual inspections were not undertaken. facilitate preparation
and implementation
The failure to carry out annual vehicle inspections makes it difficult for | of effective vehicle
management to undertake effective maintenance and replacement plans. maintenance and
replacement plans.
Management explained that the Ministry has prioritized to carry out an
annual Inspection of all its fleet at the end of this calendar year.
V. Motor Vehicle allocation The Accounting
Officer is advised to
Section 15 Part F-I of the Public Service Standing Orders provides that a | ensure compliance
Public Officer at the level of Director and above shall be entitled to a | with the existing

guidelines to avoid
irrational use of
resources that might
affect service
delivery.
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i. Fifteen (15) vehicles (15%) were not allocated to any specific personnel
yet the Ministry does not maintain a vehicle pool. Such vehicles can
easily be misused or lost.

ii. Fifty-three (53) vehicles (53%) were allocated to officers who were not
entitled as per the Public Service standing orders. These were all staff
below the salary scale of U1SE.

iii. Sixteen (16) vehicles (16%) allocated to 16 Staff were beyond the
recommended/prescribed engine capacities to the officers.

iv. Several officials of the Ministry were allocated new/more vehicles
without withdrawing the old ones.

Inappropriate allocation of vehicles results into irrational use of resources,
and thus affecting service delivery.

Management explained that the assignment of vehicle to officers depends on
the schedule and responsibilities of such officers for example Veterinary
Doctors/Inspectors, Agricultural officers/Inspectors, fisheries officers/
inspectors, entomologists, to mention but a few who need vehicles for their
routine operations.

vi. | Support to Entity Service Delivery I advised the
Accounting  Officer
Review of the Ministry Fixed Asset register (Light vehicles) revealed that the | to put in place a
Ministry has a total of 424 light vehicles with 119 vehicles allocated in | vehicle allocation list
various districts and 305 vehicles at headquarters. to ensure
rationalization of the
However, it was noted that the cost/control center in the fixed asset register | allocation of vehicles
that shows the allocation of motor vehicles per department was wrongly | in the various
updated and misleading. For instance, management classified 267 out of the | departments/units of
305 vehicles (88%) as vehicles allocated to headquarter. In this regard, | the  Ministry  for
audit could not reliably assess the extent of vehicle allocation to key service | effective and
centers within the Ministry. Refer to table below; efficient service
delivery in  the
S/N | Cost/Control Center (As disclosed in the Fixed Asset Vehicle departments
Register) Numbers
1. Crop Production Department 1
2. Crop Protection Department 6
Department of Agricultural Infrastructure and Water for 2
Agricultural Production
4. Department of Entomology 1
5. Department of Planning 6
6. Directorate of Animal Resources 3
g Farm Development Department 2
8. Fisheries Resources Department 13
9. Headquarters 267
10. Livestock Health and Entomology 4
Grand Total 305
Failure to properly update the fixed asset register denies effective monitoring
and limits the timely supervision of fleet management activities within the
Ministry which substantially affect the level of service delivery.
vii. | Drivers’ Competences for adequate operation of entity fleet
The Accounting

Section 14 of part F-I of Public Standing Orders, 2010 provides that to
encourage and sustain the highest level of care and responsibility for
Government vehicles on the part of individual drivers, the following shall

apply:

Officer is advised to
ensure that
procedures are put
in place to Appraise
and undertake
annual Medical
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» Undergo a driving test by the Chief Mechanical Engineer prior to
assumption of duty;

> Periodic training including defensive driving at a recognized Training

Institute;

Periodic testing every three years on traffic regulations and an annual

medical check-up including eye testing.

v

A review of staff records for a sample of 24 drivers out of a total of 30
employed by the Ministry revealed the following;

Driver’s Number of % Remarks

Requirement drivers

Valid driving permit 24 100 All drivers possessed valid
driving permits

Performance Appraisal 0 0 No driver had been appraised

Annual Medical 0 0 No record to show medical

examination checks

Driving test 24 100 All drivers undertook a driving
test

The above irregularities lead to failure by the Ministry to assess the drivers’
competence, thus pausing a danger to the officials they drive.

examination for all
drivers to enable
them carry out their
driving
responsibilities
without pausing any
danger to the
officials and other
road users.

Vehicle Maintenance

Adequacy of Vehicle Maintenance Funding

Paragraph 16.9.1 of the TIs, 2017 requires the Accounting Officer to prepare
an annual budget for asset maintenance, and assess the functionality,
utilization, and physical and financial performance of assets held.

A review of the approved work plan and budget revealed that the Ministry
made budget provisions for vehicle maintenance during the three-year
period under review. However, the Ministry only realised and spent a total of
UGX.2,118,853,145 against the vehicle maintenance budget of
UGX.4,016,050,277 for the 3 FYs 2017/18 — 2019/20 reflecting a funding
shortfall to the tune of UGX.1,897,197,132, which is 47.2% of the budgeted
asset maintenance funds.

The annual average vehicle maintenance cost per vehicle significantly
decreased from UGX.3,938,870 in FY 2017/18 to UGX.1,668,901 which is a
57.6% reduction. This could be an indication that several motor vehicles are
not properly maintained. For instance, 4 vehicles purchased in financial year
2018/19 were already reported as mechanically unsound whereas 9 (9%) of
the sampled 100 vehicles are grounded.

Furthermore, the Ministry did not prepare a maintenance work plan to guide
its spending on maintenance for all vehicles during the 3 years under review.
Given that vehicles are held at departmental level and allocated to different
ineligible staff, it was observed that vehicle maintenance is not monitored by
management. As a result, vehicles easily go unmaintained.

The lack of a maintenance work plan may lead to haphazard maintenance
activities which could lead to wasteful expenditure since costs are not
monitored according to plans.

Management explained that the Ministry has always planned and budgeted
funds for vehicle maintenance but there has been always inadequate release
of funds for vehicle maintenance from MoFPED. The ministry will continue to
engage MoFPED to release budgeted funds for vehicle maintenance.

I advised the
Accounting  Officer
to devise strategies
that would bring
vehicle maintenance
costs to manageable
and realistic levels.

In addition, the
Accounting  Officer
should ensure
preparation of
proper vehicle
maintenance plans
to monitor vehicle

maintenance costs.
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Repairs of Vehicles

Audit noted that 56 vehicles were repaired during the year under review at a
total cost of UGX.447,775,637. However, it was also noted that 4 vehicles
purchased in financial year 2018/19 were already mechanically unsound and
9 vehicles were grounded

The Accounting
Officer is advised to
make an assessment
of the grounded and
mechanically

unsound vehicles
with a view of either
disposal or
committing them to
garages for repairs

where costs are
manageable.
iii. Maintenance of Motor Vehicle Service Analysis Records I await the

Section 13 of the public Service Standing Orders requires the driver to
ensure that Government vehicles are regularly serviced (including oiling and
greasing), a Service Chart will be kept by the Transport Officer (T/O) on
every Government vehicle in his or her charge. It is however, the duty of the
driver of the vehicle to ensure that the service chart is followed strictly.

On the contrary, it was noted that repair and service analysis registers for
the 96 vehicles tested out of the 100 sampled vehicles held by the Ministry
were not maintained. It was further observed that the T/O did not maintain
a service chart for all the 96 vehicles tested.

The failure to keep track of vehicle service chart may cause delayed
servicing, which in turn could lead to faster ageing of vehicles and high
vehicle maintenance and replacement costs.

Management explained that the Ministry maintains motor vehicle service
records in form of service cards within the vehicles. It is upon the service
cards that the Ministry is able to tell that a vehicle is due for the next
service. Going forward the ministry has generated a ledger indicating the
history of servicing its vehicles

Accounting Officer’s
efforts in this regard
of supporting timely
servicing of vehicles
to enhance efficient

performance, thus
reducing the
maintenance and

replacement costs.

Disposal of Vehicles

Compliance with disposal conditions

Paragraph 15.11.1 of the TIs, 2017 requires that where it is considered that
vehicles have reached the end of their useful life; are beyond economical
repair or are unserviceable for any other reason; or have become redundant
through obsolescence; they shall be retained until a sufficient quantity is
accumulated to merit the convening of a Board of Survey to inspect them,
and it shall be the duty of such Board to determine the action to be taken,
including the decision to board them off.

However, a review of the board of survey reports for the previous two years,
and the assets register revealed that 197 vehicles had exceeded the
recommended 5 years useful life, and 187 of these vehicles had their
mileage above the recommended 250,000km. See summary in the table
below;

Details Years in use Mileage
1-5yrs 6-10 yrs | Above Below Above
10 yrs | 250,000km 250,000km
Total 108 08 189 118 187

Management is
advised to evaluate
the Ministry fleet

mix to adequately
make use of the
available funds. For
example, smaller
vehicles with smaller
capacities may be
purchased for
officers who do not
have field activities
instead of
purchasing a high
capacity vehicle.
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Continued usage of old vehicles results into high costs of maintenance and
uneconomical fuel consumption.

Management explained that the Ministry could not board off all vehicles in
question as some were deemed to be still serviceable, and also considering
resources constraints to procure new vehicles.

Assessment of the Vehicle Disposal Procedures

The Public Procurement and Disposal Public Assets Act, 2003 (as amended)
and PPDA Regulations, 2014 together with the Public Finance Management
Act, 2015 have prescribed various requirements for the disposal of public

The Accounting
Officer is advised to
prepare and update
the disposal plans as
per the PPDA

assets. regulations.
A review of a sample of 37 vehicles disposed by the ministry in FY
2018/2019 revealed the following irregularities;

a) A total of 37 motor vehicles were disposed of by the Ministry. However,
the disposal plan for the year was not availed for audit.

b) A total of 37 motor vehicles (100%) disposed were recommended for
disposal by the Board of Survey as per the PPDA requirements.

c) A total of 37 Vehicles disposed followed the recommended disposal
method (public auction) as required by the PPDA requirements.

d) The contract committee minutes used to ascertain the reserve price
was not availed for audit review. However, a total of 37 Vehicles were
disposed above the evaluation prices as indicated in the board of
survey report.

e) A sum of UGX.78,600,000 from disposal proceeds was properly
recorded in the cashbooks and financial statements of the entity.

6.0

6.1

Procurements

A review of sample procurement files with regard to the various stages of the
procurement process from initiation to contract management revealed several
observations as below;

Irreqular contract award above market assessed prices

Section 5 (3) of the PPDA (rules & methods) regulations, 2014 requires the Accounting
officer to re-assess the market price where the price of the best evaluated bidder is
higher than the market price established at the commencement of the procurement to
ascertain that the market price is still valid.

Subsection 4 of the PPDA requires that where the market price established at the
commencement of the procurement is still valid; the procurement should be cancelled
and re-tendered.

I noted that in 2 procurements worth UGX. 1,735,511,905, there was no evidence that
the Accounting Officer re-assessed the market price of the best evaluated bidders in
comparison to prices established at the commencement of the procurement before
signing the contracts. In these cases, the contract prices were above the market
assessed price by UGX.270,311,905 which would have required management to re-
assess the prices or retender the procurement. Details are as below:
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6.2

S/ | Procurement Description Market price Award Price Difference
N reference
1 MAAIF/SUPLS/2029- Supply of 2 station 1,095,200,000 1,262,354,255 167,154,255
20/00449 wagons for Finance
-Lot 1 and Administration not
exceeding 4500cc
2 MAAIF/SUPLS/2029- Supply of 2 double 370,000,000 473,157,650 103,157,650
20/00449 cabin pickups under
-lot 5 support to fisheries
development project
not exceeding 2800cc
Total 1,465,200,000 1,735,511,905 270,311,905

Contract prices far above market prices hamper implementation of other planned
activities due to inadequate cash flows.

The Accounting Officer explained that the variance between estimated cost and
awarded prices is occasioned by difference in brands, manufacturers and countries of
origin.

The Accounting Officer is advised to endeavour to have a re-assessment of the market
conditions before signing contracts if prices are far above the assessed market value
Further, due care should be taken in assessing prevailing market values by taking into
account the various brands.

Emergency Procurement of Transport Services

Management contracted a local company for emergency procurement of transport
services for locust control. Since the operations required timely delivery of supplies of
pesticides, food items and other necessities in the affected areas, the restricted
procurement method was approved by the contracts committee on 25" February 2020
with a shortlist of 8 service providers and the evaluation report on the submitted bids
approved by the contracts committee on 9" March 2020.

However, further record examination revealed the following;

i Irreqular Contract Award

Section 45 of the PPDA Act, 2003 as amended requires that all procurements and
disposals shall be conducted in a manner which promotes transparency, accountability
and fairness. I noted that the procurement was initiated on 18" February 2020 and the
contract worth UGX.637,200,000 signed with the company on the same day (18"
February 2020). This was done without going through the required procurement
process as guided by procurement regulations.

Subsequently, it was observed that the request to approve the same emergency
procurement was forwarded to the Contracts Committee by the PDU 7 days after
contract signing although there was no record to show that the procurement was
approved.

It was further noted that; standard bidding document was prepared on 26" February,
2020 and sent to prospective suppliers on 28" February, 2020 (10 days after contract
signing). The bids were submitted on 3™ March, 2020, evaluation undertaken on 4™
March, 2020 and approved by the CC on 9" March, 2020 awarding the company as the
best evaluated bidder. I found this irregular.
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6.3

The Accounting Officer explained that this was a Presidential Directive which the
Ministry had to urgently react to because of the emergency. The contract was thus
signed the same day it was initiated.

I advised the Accounting Officer that the PPDA regulations have provisions for
emergency contracts and it is important to adhere to the requirements of the PPDA Act
or seek a waiver from the PPDA where this is not possible.

ii. Contract above confirmed funding

Section 59 (2) of the PPDA Act 2003 directs that a procurement or disposal shall only
be initiated or continued on the confirmation that funding, in the full amount over the
required period, is available or will be made available at the time the contract
commitment is made.

Sub section (3) requires that all procurement or disposal requirements shall be
approved by the Accounting Officer prior to the commencement of any procurement or
disposal process.

It was observed that management procured transport services to the tune of
UGX.984,120,000 which was UGX.684,120,000 above the confirmed funding of
UGX.300,000,000 representing a 228% above the commitment. In the circumstances,
management diverted funds from other planned activities to implement this
procurement. Details in table below;

Date VR Description Amounts Remarks

9-Apr-20 74 Transportation of troops 531,000,000 | Transport services for 15 trucks
and logistical materials from 18/2/2020 to 18/3/2020

22-May-20 | 74A | Transportation of troops 155,760,000 | Transport services for 5 trucks
and logistical materials from 02/4/2020 to 23/4/2020

22-May-20 | 75A | Transportation of troops 198,240,000 | Transport services for 5 trucks
and logistical materials from 09/4/2020 to 22/4/2020

28-May-20 | 88 Transportation of troops 99,120,000 | Transport services for 05 trucks
and logistical materials from 19/3/2020 to 1/4/2020

984,120,000

Irregular contract awards are not only contrary to the spirit of the law i.e. transparency,
accountability and fairness but also expose the entity to inflated prices.

Management explained that this was attributed to the change in strategy where the
ministry had planned to hire only two trucks for one operational base but following the
presidential directive, UPDF deployed in six operational bases which necessitated more
logistical support.

The Accounting Officer is advised to resort to direct procurement method in case of
emergencies instead of flouting regulations that could expose the entity to procurement
review requests or litigation from bidders.

Emergency Supply of Speed Motor Boat

During the year under review, the rise in water levels in Lake Victoria increased the
magnitude of floating weeds affecting the Nalubale hydropower dam, bridges, landing
sites and fish handling infrastructure along the lake.
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MAAIF coordinated emergency plans in the major hotspots to identify these floating
islands and break them into smaller pieces that do not pose a threat to fishing
activities, water transport and power generation. There was an immediate need to
procure a speed boat to enable the technical teams move quickly to the known
hotspots and recommend actions before the weeds start moving in the lake.

Accordingly, management contracted M/s Nile Fishing Company Limited to supply,
deliver, install and commission a speed motor boat at a contract sum of
UGX.590,000,000 under restricted domestic bidding.

Audit review revealed the following anomalies;

i Contract Signed Above Assessed Market Price

Regulation 7 (1) (b) of the PPDA (Contracts) regulations 2014 requires a PDE not to
issue a contract document, purchase order, or other communication in any form,
conveying acceptance of a bid that binds a procuring and disposing entity to a contract
with a provider, until the accounting officer confirms that the contract price is not
higher than the market price established prior to the commencement of the
procurement process.

I noted that management contracted the Company to supply a Speed Motor Boat at
UGX.590,000,000 although the market price had been established at UGX.400,000,000
resulting into an increment of UGX.190,000,000 (48%). There was no evidence of
market re-assessment to confirm whether value for money was attained.

The Accounting Officer explained that the estimated price was based on the initial
specifications which were later upgraded to include a canopy for shelter and this
automatically changed the contract price.

I advised the Accounting Officer to undertake a market re-assessment in procurement
circumstance of this nature.

ii. Failure to Perform on Emergency Supply

GCC 12 of the Contract provided that delivery shall be within 8 calendar weeks from the
date of contract signing. The contract was signed on 19" June 2020 with expected
delivery of 19" August 2020. It was observed that by the time of this audit, December
2020, the contract was yet to be performed 4 months behind schedule. There is a
likelihood that the motor boat may not serve the purpose for which it was procured.

Management explained that failure to perform on emergency supply was occasioned by

the global lock down following the Covid 19 pandemic. The lock down negatively
affected the production and movement of cargo globally..
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The Accounting Officer is advised to ensure adequate PDU guidance in adherence to
the procurement regulations.

John F.S. Muwanga
AUDITOR GENERAL
KAMPALA

30" December, 2020
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