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SEVAC FOUNDATION UGANDA AUDITED FINANCIAL STATEMENT AND MANAGEMENT LETTER FOR THE YEAR ENDED 31 DECEMBER 2018
Audit of the Fund Accountability Statement for the year ended 31 December 2018
In accordance with contracts for development services and letter of engagement with development partners and donors in 2018, We are pleased to present our report which includes the following key sections:

1.
Independent Auditor’s Report

In this report, we opine on whether the Fund Accountability Statement set out under section 6 of this documents prepared, in all material respects, in accordance with the memorandum of understanding between the donors cash basis of accounting which is described in the

agreements
2.    Fund accountability statement

Under section 6, we include the Fund Accountability Statement for the Organization for the year ended 31 December 2018. This fund accountability statement, which has been prepared by the management of SEVAC FOUNDATION UGANDA, comprises the statement of income and expenditure, the statement of fund balance, a summary of significant accounting policies and explanatory notes.

3.    Report of audit findings

In this report we present audit and accounting matters and detailed recommendations for the improvement of the SEVAC FOUNDATION UGANDA’s accounting and internal control system.

Please appreciate that the matters dealt with in this report came to our attention during the conduct of our normal audit procedures which are designed primarily with a view to expressing an opinion on the Fund Accountability Statement of the Organization. Our comments cannot, therefore, be expected to include all possible accounting matters and improvements in internal controls, which a more extensive special examination might develop.

Yours faithfully,
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Mr. George konyen
Board Secretary

 ANDREWS AND HAMM           Certified Public Accountant

6th Floor Kizito Towers Room 5

P.O. Box 22016 Kampala Uganda

1. List of acronyms
	Acronym
	In full

	
	

	GoU
	Government of Uganda

	IA
	Internal Audit

	NSSF
	National Social Security Fund

	PAYE
	Pay As You Earn

	PwC
	PricewaterhouseCoopers

	RFP
	Request for proposal

	TOR
	Terms of Reference

	URA
	Uganda Revenue Authority

	VAT
	Value Added Tax

	SFU
	SEVAC Foundation Uganda

	NGO
	Non-Government Organization

	MOU
	Memorandum Of Understanding

	LRA
	Lord Resistance Army

	HRDP
	Human Rights Democratization Organization



Section 2
Introduction
2. Introduction
2.1 Background information
SEVAC Foundation Uganda was established in 2012 by a group of youths and its registered as a local NGO to address Poverty in the post war affected Northern Uganda through Human Right based approach on Food Insecurity, Health Services and youth Empowerment on skills development in Northern  sub region to enable them have the capacity to improve their livelihoods and the opportunities to become responsible Peace building leaders and create a generation of lasting and positive change to their communities

Mission. To Mobilize, Educate and empower youths for a Healthy, Productive and a sustainable Living

The organization works in areas of Agricultural value Chain development, Human Right Advocacy, Good Governance and Democracy Campaign, Health Promotions, Water, education, Sanitation and Hygiene Practices for sustainable development in Lango sub region of Lira , Alebtong and Otuke Districts. The foundation works within the rural deprived and excluded poorest locals of Luo speaking Langi female and male youths including people with disabilities of ages 18 to 35 years. The current Organizations activities which are ongoing includes , child sponsorships, vitamin and albendazole administration to children below 5 years, empowering youths with vocational skills for self reliance and engaging them in maize value chain development to support food security .However, during the year ended 31 December 2018, SEVAC Foundation obtained funding from the following donors and development partners
	Ref
	Name of donor
	Amount

	
	
	UGX

	1
	Friends for Children Netherlands
	120,499,600

	2
	The buddies society of ipoh Malaysia
	  13,612,600

	3
	Memberships
	   6,000,000

	4
	In kind donation from vitamin angles california
	

	
	Total
	140,112,200


2.2 Audit objectives
The objective of our audit is to express an opinion of the Organization’s for the year ended 31 December

2018. Our opinion reports on whether the Fund Accountability Statement for the Organization is prepared, in all material respects, in accordance with terms of the memorandum of understanding between  SEVAC Foundation  and the development partners in Ugandan cash basis of accounting which is described in note 6.3.1.

2.3 Audit Scope
In undertaking our audit procedures necessary for us to issue our audit opinion on the Fund

Accountability Statement for the Organization, we also considered whether:

      Funds have been used in accordance with the conditions of the MoU, with due attention to efficiency and economy, and only for the purposes for which funding was provided;

 
SEVAC Foundation Uganda’s system for management of the funds is operating effectively;

     Bank accounts maintained by SEVAC Foundation for the funds, received have not become overdrawn during the accounting period;

 
Goods   and   services   have   been   procured   in   accordance with SEVAC Foundation Uganda’s   Procurement Regulations;
     The system of internal controls is operating effectively, with particular attention to organization structure, authority levels, staff competence, accounting records and supporting documentation, separation of duties, and Organization monitoring arrangements; and

     Support documentation for any fixed asset is adequate and that the fixed asset register has been adequately maintained and updated.

Any exceptions identified in respect of the additional procedures referred to above has been included in our report on audit findings which is set out in section 7 of this document.

2.4 Audit approach/methodology
We conducted our audit in accordance with International Standards of Auditing (ISA). Our work was conducted in three distinct stages namely planning, execution and reporting.

Planning: The planning stage of the audit primarily constituted procedures designed to enable us familiarize ourselves with the MoU terms and conditions, the Organization activities, documentation and assessment of the control environment. We conducted an audit entrance meeting with the management of SEVAC Foundation to obtain an understanding of the activities of the Organization and to familiarize ourselves with the control environment.

Execution: The procedures that we performed at this stage of the audit included reviewing SEVAC Foundation Uganda’s internal controls (to the extent that they relate to the Organization) to assess their design and operation effectiveness and detailed tests on a sample of income and expenditure transactions.

Reporting: This document contains our independent audit report, audit findings and recommendations. The matters set out in this report have been discussed with SEVAC Foundation Uganda’s management and their formal comments, for each finding, are included in section 7.


Section 3
Management information
SEVAC FOUNDATION UGANDA AUDITED FINANCIAL STATEMENT AND MANAGEMENT LETTER FOR THE YEAR ENDED 31 DECEMBER 2018
3. Organization information
3.1 Addresses
SEVAC Foundation Uganda , Muntu Building, Plot 10 Ojwina Road Lira.
P. O. Box 528, Lira , Northern Uganda
Tel: +256713124464
3.2 Management of the Organization
3.2.1
Organization officials
Project officials who were in charge of implementing the Organization during the year were

Ms .Kwaga Eva
SEVAC  – Board Chair

Mr. George Konyen
SEVAC – Executive Secretary

Mrs. Apio Jennifer
SEVAC – Board Treasurer

Mr. Ayo Tonny
Program-Manager

Mr. Opio Gerald
Organization Human Resource
Mr. ludo Jacobs
consultant
Please note that unless indicated, all Organization officials were in office at the start of the year.

3.3 Bankers
	
	Bank Name
	Account name
	Account No.
	Account Type

	1
	DFCU BANK lira 
	SEVAC FOUNDATION UGANDA
	01981021009211
	Current

	2
	 Bank Of Africa
	SEVAC FOUNDATION UGANDA
	04618060006
	Current 


3.4 Auditors
ANDREWS AND HAMM Certified Public Accountant

6th Floor Kizito Towers Room 5

P.O. Box 22016 Kampala Uganda


Section 4
Statement of management’s
         Responsibilities
SEVAC FOUNDATION UGANDA AUDITED FINANCIAL STATEMENT AND MANAGEMENT LETTER FOR THE YEAR ENDED 31 DECEMBER 2018
4. Statement of management’s responsibilities
Management of  SEVAC Foundation  (hereafter referred to as Management) is responsible for the preparation and presentation of the Fund Accountability Statement for the Organization for each financial year which comprises the statement of income and expenditure, statement of fund balance, a summary of significant accounting policies and other explanatory notes in accordance with the memorandum of understanding between SEVAC Foundation Uganda and the donors cash basis of accounting which is described in note 6.3.1. Management is also responsible for ensuring that SEVAC Foundation Uganda keeps proper accounting records that disclose, with reasonable accuracy, the financial position of the Organization. They are also responsible for safeguarding the assets of the Organization.

Management accepts responsibility for the Fund Accountability Statement, which has been prepared using appropriate accounting policies supported by reasonable estimates, in conformity with the memorandum of understanding between SEVAC Foundation Uganda  and its development partners in the cash basis of accounting which is described in note 6.3.1. Management is of the opinion that the Fund

Accountability Statement of the Organization is prepared, in all material respects, in accordance with the memorandum of understanding between SEVAC Foundation Uganda and donor’s cash basis of accounting which is described in note 6.3.1. Management further accepts responsibility for the maintenance of accounting records that may be relied on in the preparation of the Fund Accountability Statement, and for such internal control as management determines is necessary to enable the preparation of a Fund Accountability Statement that is free from material misstatement, whether due to fraud or error.

Nothing has come to the attention of management to indicate that SEVAC Foundation Uganda will not remain going concern for at least twelve months from the date of this statement.
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Mrs. Kwaga Eva                                                                        Okullo Jimmy Felex  Board of Directors                                                                         Executive Director SEVAC FOUNDATION UGANDA                    SEVAC FOUNDATION UGANDA

Section 5
Independent Auditor’s
Report
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REPORT OF THE INDEPENDENT AUDITOR TO SEVAC FOUNDATION UGANDA MANAGEMENT COMMITTEE
We have audited the Fund Accountability Statement for funds disbursed by the Buddies society of ipoh and Friends for Children Netherlands to Sevac Foundation Uganda for the implementation of its projects. The Fund Accountability Statement, which is for the year ended 31 December 2018 and is set out on pages 13 to 16, comprises the statement of fund balance at 31 December 2018, the statement of income and expenditure for the year then ended, and a summary of significant accounting policies and other explanatory notes. The Fund Accountability Statement has been prepared by the Organization’s management in accordance with the memorandum of understanding between SEVAC Foundation Uganda and its development donors/ partners basis on accounting standards described in note 6.3.1.

Management’s responsibility for the Fund Accountability Statement
Management is responsible for the preparation of the Fund Accountability Statement in accordance with the memorandum of understanding between SEVAC Foundation Uganda and its donors and the cash basis of accounting which is described in note 6.3.1, and for such internal control as management determines is necessary to enable the preparation of the Fund Accountability Statement that is free from material misstatement, whether due to fraud or error.

Auditor’s responsibility
Our responsibility is to express an opinion on the Fund Accountability Statement based on our audit. We conducted our audit in accordance with International Standards on Auditing. Those standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance that the Fund Accountability Statement is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the Fund Accountability Statement. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the Fund Accountability Statement, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation of the Fund Accountability Statement 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 entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the Fund Accountability Statement.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion
In our opinion, the Fund Accountability Statement for the year ended 31 December 2018 is prepared, in all material respects, in accordance with the memorandum of understanding between SEVAC Foundation Uganda and the donors and the cash basis of accounting which is described in note 6.3.1.

Basis of accounting and restriction on distribution and use
Without modifying our opinion, we draw your attention to note 6.3.1 of the fund accountability statement which describes the basis of accounting. The Fund Accountability Statement is prepared for the sole purpose of reporting to the evaluation and audit units (hereafter referred to as the Parties). As a result, the Fund Accountability Statement may not be suitable for another purpose. Our report is intended solely for the parties and should not be distributed to or used by any other parties without our consent.

Report on other requirements
The contract for consultancy services and letter of engagement between the donors and auditor requires that we consider and report on the following matters. We confirm that:

 
in our opinion, proper books of accounts have been kept by the Organization, so far as appears from our examination of those books; and

 
The Organization’s statement of income and expenditure and statement of fund balance are in agreement with the books of account.
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6th January 2019

Fund Accountability
Statement
6. Fund Accountability Statement
6.1 Statement of income and expenditure
	
	Notes
	2018
Shs
	
	2017
Shs

	Income
	6.3.2
	140,112,200
	
	170,241,438

	Expenditure
Organization Activity costs
	6.3.3
	92,113,200
	
	118,834,438


	Personnel costs
	6.3.4
	32,000,000
	
	30,700,000

	Office running costs
	6.3.5
	7,465,000
	
	8,440,000

	Transport and travel cost
	6.3.6
	1,361,000
	
	5,307,000

	Management/Board meetings costs
	6.3.7
	1,000,000
	
	1,000,000

	Capital costs
	6.3.8
	-
	
	-

	Technical assistance
	6.3.9
	 
3,173,000 

	
	 
2,257,000

	Total expenditure
	
	137,112,200
	
	168,241,438

	Surplus/(Deficit) for the year
	
	3,000,000
	
	2,000,000


6.2 Statement of fund balance
Current assets

Notes
2018
2017
Shs
Shs
Cash at bank
6.3.10
     3,000,000 
 
2,000,000
Total assets
28,000,000
30,000,000
Fund balance at end of year
3,000,000
2,000,000
The fund accountability statement on pages 13 to 16 was approved by the board of SEVAC Foundation Uganda on 
3rd  of January 
2019 and signed on its behalf by:
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Board of Directors

6.3
Notes to the fund accountability statement
6.3.1
Summary of significant accounting policies
The principal accounting policies adopted in the preparation of the Fund Accountability Statement are set out below.

a)  Basis of preparation
The Fund Accountability Statement has been prepared under the historical cost convention on a cash basis of accounting. On this basis, funds are recognized only when received rather than earned and expenses is recognized when paid rather than incurred.

The Fund Accountability Statement is therefore not intended to be presented in conformity with International Financial Reporting Standards (IFRS). The Fund Accountability Statement is presented in Uganda Shillings (Shs), rounded to the nearest thousand.

b)  Income
This comprises cash transfers from Irish Aid for the implementation of the Organization during the period. There was no other donor for the Organization during the period.

c)   Expenditure
Expenditure in respect of goods and services rendered is recognized in the statement of income and expenditure at the time of payment.

All purchases of stationery and other consumables are expensed in the statement of income and expenditure in the period of purchase. This Fund Accountability Statement does not, therefore, reflect value of closing stock at the end of the period.

d)  Transactions in foreign currency
The Fund Accountability Statement is prepared in Uganda Shillings and all transactions denominated in other currencies are translated into Ugandan Shillings at the foreign exchange rate prevailing at the date of the transaction.

Foreign exchange gains and losses resulting from the settlement of monetary assets and liabilities and from the translation at the year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognized in the statement of income and expenditure.

e)   Fixed Assets
Fixed assets are expensed in the statement of income and expenditure in the period of purchase. This Fund Accountability Statement does not, therefore, reflect the value of fixed assets at the end of the period.

f)   Reporting currency
The Fund Accountability Statement is prepared in Uganda shillings, which is the currency of expenditure by SEVAC Foundation Uganda.

	Donor/ Development partner
	2018
	2017

	
	Shs
	Shs

	Friends for children Netherlands
	120,499,600
	

	The Buddies Society of Ipoh
	13,612,600
	

	Memberships
	6,000,000
	5,000,000

	Vitamin angels California USA
	-
	151,241,438

	Ojwina  Sub-County CDD Grants
	-
	14,000,000

	Total
	140,112,200
	170,241,438


6.3.3
Organization Activity costs
	Description
	2018
Shs
	2017
Shs

	Workshops
	11,567,000
	10,540,000

	Mobilization
	4,630,000
	6,630,000

	Preparatory meetings
	10,000,500
	12,200,000

	Trainings
	11,500,000
	21,180,000

	Community dialogue
	10,308,500
	13,100,000

	Stationeries
	3,680,000
	5,560,000

	VSLA developments
	8,900,000
	7,900,000

	Financial management for model farmers
	4,000,000
	6,000,000

	Follow ups and supervision
	6,210,000
	8,790,000

	Radio cost
	5,300,000
	7,600,000

	Research project cost
	6,232,200
	7,549,438

	Monitoring and Evaluation
	7,465,000
	9,465,000

	Project review meetings
	2,320,000
	2,320,000

	
	
	

	Total
	92,113,200
	118,834,438


6.3.4
Personnel costs
	Description
	2018
Shs
	2017
Shs

	Project manager
	9,600,000
	9,600,000

	Project Officer
	7,200,000
	6,600,000

	Accountant
	7,200,000
	6,600,000

	Secretary
	3,600,000
	3,600,000

	NSSF 10%
	2,760,000
	2,640,000

	Medical reimbursement
	1,640,000
	1,660,000

	
	
	

	
	Total
	
	32,000,000
	30,700,000


	Description
	2018
Shs
	2017
Shs

	Rent, utilities and other office costs
	2,400,000
	2,400,000

	Stationery
	425,000
	500,000

	Bank charges
	240,000
	240,000

	Communication
	600,000
	700,000

	Fuel & Bike maintenance
	1,800,000
	2,600,000

	contracted services
	2,000,000
	2,000,000

	
	
	

	Total
	7,465,000
	8,440,000


6.3.6
Transport and travel cost
	Description
	2018
Shs
	2017
Shs

	Per diem/Flights
	1,361,000
	5,307,000

	Total
	1,361,000
	5,307,000


6.3.7
Management/Board meetings costs
	Description
	2018
Shs
	2017
Shs

	Board and staff retreat
	1,000,000
	1,000,000

	
	
	

	Total
	1,000,000
	1,000,000


6.3.8
Capital costs
	Description
	2018
Shs
	2017
Shs

	Miscellaneous. Office equipment & furniture
	-
	-


6.3.9
Technical assistance
	Description
	2018
Shs
	2017
Shs

	Consultations
	3,173,000
	2,257,000

	
	
	

	
	Total
	
	3,173,000
	2,257,000


6.3.10 Cash at bank balances
	
	Account
	
	2018
	2017

	Bank
	Name
	Number
	Currency
	Shs
	Shs

	DFCU Bank

Uganda Limited
	SEVAC FOUNDATION UGANDA
	01981021009211
	Shillings
	3,000,000
	2,000,000



Section 7
Report of audit findings
7. Report of audit findings
7.1 Significant audit and accounting matters
7.1.1
Clarity on the nature of the Independent Auditors Report on the fund accountability statement for the Organization
Under the contract for consultancy services and letter of SEVAC Foundation Uganda, we were required to audit the Fund Accountability Statement of funds disbursed to SEVAC Foundation Uganda  for the implementation of the project activities in accordance with International Standards on Auditing and report on whether, in our opinion, the fund accountability statement of the Organization prepared by SEVAC Foundation Uganda’s management gives a true and fair view of the state of the Organization’s financial affairs at 31 December 2017 and financial performance for the year then ended , in accordance with the memorandum of understanding between SEVAC Foundation and the donors and the cash basis of accounting.

Instead, under section 5 - Independent Auditor’s Report, we have reported that in our opinion, the Fund Accountability Statement of the Organization for the year ended 31 December 2017 is prepared, in all material respects, in accordance with the memorandum of understanding between SEVAC Foundation Uganda and the donors and the cash basis of accounting which is described in note 6.3.1.

The nature of audit report that we have issued under section 5 ensures compliance with the International Standards on Auditing (ISA) specifically ISA 700 - Forming an opinion and reporting on financial statements and ISA 800 - Special considerations - Audits of financial statements prepared in accordance with special purpose frameworks.

The nature of audit report set out in the contract for consultancy services is permitted when the auditor reports on a set of general purpose financial statements prepared under a general purpose financial reporting framework using a fair presentation framework. The report we have issued recognizes that the fund accountability statement of the Organizations is not prepared under a general purpose financial reporting framework using a fair presentation framework. Instead, the Organization’s fund accountability statement has been prepared in accordance with the memorandum of understanding between SEVAC Foundation Uganda and its donors and the cash basis of accounting which is a special purpose financial reporting framework classified as a compliance framework.

Below we provide the ISA definitions and guidance on general purpose and special purpose financial reporting frameworks, general purpose and special purpose financial statements and the fair presentation and compliance frameworks.

Ref
Description
Definition
1
General Purpose Financial Reporting Frameworks (GPFRF)

General Purpose Financial Statements (GPFS)


A GPFRF is one that is not intended to, and is unlikely to meet all of the specific information needs of each and every user of financial statements. Rather it is designed to recognize the broad range of information needs that users of financial statements have and meet the needs that are common to many users.

GPFS are financial statements prepared in accordance with a GPFRF which is, as defined above, a financial reporting framework designed to meet the common financial information needs of a wide range of users.

2
Special Purpose Financial Reporting Frameworks (SPFRF)

Special Purpose Financial Statements (SPFS)

3
Fair Presentation
Framework


A SPFRF is one that will usually meet the specific information needs of each and every user whose needs it is designed to meet, and may not be appropriate for use by others.

SPFS are financial statements prepared in accordance with a SPFRF which is, as defined above, a financial reporting framework designed to meet the financial information needs of specific users.

The term 'Fair Presentation Framework' is used to refer to a financial reporting framework that requires compliance with the requirements of a framework; and

Ref
Description
Definition
(i)
Acknowledges explicitly or implicitly that, to achieve fair presentation of the financial statements, it may be necessary for management to provide disclosures beyond those specifically required by the framework; or

4
Compliance

Framework


(ii)   Acknowledges explicitly that it may be necessary for management to depart from a requirement of the framework to achieve fair presentation of the financial statements. Such departures are expected to be necessary only in extremely rare circumstances.

The term 'compliance framework' is used to refer to a financial reporting framework that requires compliance with the requirements of the framework, but does not contain the acknowledgements in (i) or (ii) above.

That the funding agreement between donors and SEVAC Foundation Uganda relating to the project contains specific financial procedures is a clear indication that it is not a general purpose financial reporting framework but rather a special purpose financial reporting framework and a compliance frame work.

7.2 Management letter
7.2.1
Introduction
In this section, we include our recommendations for improvement in the accounting and internal control systems of the Organization. The recommendation is set out in a format which summarizes the control environment, outlines the nature of the findings which gave rise to the recommendations and identifies the risks to which the Organization may be exposed. The recommendation has been categorized as medium using the rating framework below.

	Priority level
	Ranking as per the TOR
	Description of ranking as per the TOR

	High
	A
	A major weakness or a recurring issue that must be addressed soon.

	Medium
	B
	An important matter that will significantly improve the control environment, the accounting system or operations of the business but is not as serious or prevalent as to be considered a major weakness.

	Low
	C
	A minor (or isolated) weakness that should nevertheless be addressed to improve the control environment, the accounting system or the operations of the business.


7.2.2
Executive summary of current year issues
	Ref.
	Recommendation
	Priority
	Page

	1
	Expenses posted to wrong budget codes

	
	Management should ensure that expenses incurred are posted to the right

budget  code  to  ensure  compliance  with  the  MOU  and  enhance  the robustness of the actual-to-budget expenditure analysis.
	Medium
	B

	
	
	
	

	2
	Non-payment of the tuition fees for third term in St Eliza School

	
	Management should ensure that payment is effected for all expenses incurred before the yearend (where the supplier satisfied the goods /

Service delivery terms. This will be best achieved through implementing a process for identifying liabilities for SEVAC Foundation. In the event that

management is unable to effect payment for expenses incurred, we

Recommend that the budget for the subsequent period is updated to indicate the carry forward liabilities for which funding will be required.
	Medium
	B

	
	
	
	

	3
	Non-compliance with the budget

	
	Management should ensure compliance with the MoU. Any deviations from

the terms stipulated in the MoU should be undertaken after obtaining approval, in writing, from donors
	Medium
	B

	
	
	
	

	4
	Deduction of NSSF

	
	Management should ensure the NSSF is deducted and remitted to NSSF on

all allowances given to employees so as to comply with NSSF Act.
	Medium
	B

	
	
	
	

	5
	Non-compliance with the procurement process

	
	Management should ensure that all selected suppliers above the threshold set in SEVAC Foundation Uganda Financial Policy Manual go through the established

procurement process.
	Medium
	B


	Ref.
	Audit Finding
	Priority
	Management Comment

	
	
	
	

	1
	Expenses posted to wrong budget codes

	
	Findings
We noted, from the sample of expenditure transactions tested, instances in which expenses incurred were posted to wrong budget codes. The memorandum of understanding between donors and SEVAC Foundation stipulates that any amendment to the budget breakdown must be agreed in writing with the donor. Additionally, SEVAC Foundation Uganda is required to provide explanatory notes for any variance in excess of 10% of the budget for each budget code.

Set out below is a list of expenses posted to the wrong budget code:

(a)  Expenses for Study Tour (budget code 1.04) were posted under consultations (budget code 1.03) –

UShs 100,000

(b)  Stationery expenses (budget code 1.06) was posted under field monitoring (budget code 1.05) – UShs

1.366 million

(c)  Medical bill (budget code 1.07) posted under basic support (budget code 1.08) - UShs 411,200

Risk/Implications
-
Non-compliance with the approved budget resulting in a breach of the terms of the MoU

-
The actual-to-budget analysis per budget code could be inaccurate and therefore affecting the budgeting process for future periods

Recommendation
Management should ensure that expenses incurred are posted to the right budget code to ensure compliance with the MOU and enhance the robustness of the actual-to-budget expenditure analysis.
	Medium
	The management noted that

Funds from one budget code could be shift to another under the same section. For example if study tour, stationery expenses, and basic support budget codes are all under section 1.00:

No expenses had been transferred from one section to another.


	Ref.
	Audit Finding
	Priority
	Management Comment

	
	
	
	

	2
	Non-payment of the transport refunds

	
	Findings
We noted that transport refunds for some beneficiaries were not recorded in SEVAC Foundation general ledger. The average transport refund was UShs 1.12m

Risk and Implication
Since the entity has to return all unused transport refund within 3 month of the year end according to the

MOU, the entity risks having liabilities to settle but no funds to settle them after funds have been returned.

Furthermore, funds for the next period are only disbursed according the approved budget for that period, which budget may not include unpaid expense for the previous budget.

Additionally, since cash basis accounting systems is applied, expense unpaid for during the year are not recorded as expenses, therefore the actual-budget analysis done at the end of the period is inaccurate since not all expenses are included in the analysis.

Recommendations
Management should ensure that payment is effected for all expenses incurred before the yearend (where the supplier satisfied the goods / service delivery terms. This will be best achieved through implementing a process for identifying liabilities for SEVAC Foundation. In the event that management is unable to effect payment for expenses incurred, we recommend that the budget for the subsequent period is updated to indicate the carry forward liabilities for which funding will be required.
	Medium
	Management noted this was an oversight and they are investigating whether this

expense was actually paid or

not.


	Ref.
	Audit Finding
	Priority
	Management Comment

	
	
	
	

	3
	Non-compliance with the budget

	
	Findings
From the review of the approved budget we noted that 10% of the administrative expenses would be covered by the funds received from Friends for children Netherlands. This was under budget code 5.02. However from the review of the expanses costs, we noted that an average of 30% contribution had been made throughout the year which varied from the approved budget by 20% (equivalent to Shs 2m).

Risk and implication
Non-compliance with the MoU.

Recommendation
Management should ensure compliance with the MoU. Any deviations from the terms stipulated in the MoU

should be undertaken after obtaining approval, in writing, from donors
	Medium
	Management noted that this had been agreed with URMI CASTILLION,

the Organization coordinator at Friend For Children Netherlands.

However no written

Authorization relating was made.

	
	
	
	


	Ref.
	Audit Finding
	Priority
	Management Comment

	
	
	
	

	4
	Deduction of NSSF

	
	Findings
The approved budget provides for a monthly allowance to be paid to the following support staff;

i.
Organization manager - Shs 300,000

ii.
Organization accountant – Shs200,000 iii.   Administrative assistant – Shs135,000

We however noted that no NSSF had been deducted and remitted on allowances above throughout the year except for January and February. We estimate the NSSF deductions for which remittance is due amount to Shs

500,000.

Risks and Implications
Non-compliance with the NSSF Act.

Recommendation
SEVAC Foundation should ensure that NSSF is deducted on all allowances received by staff.
	Medium
	Management noted that going

forward NSSF deductions on these allowances would be made and remitted accordingly.


	Ref.
	Audit Finding
	Priority
	Management Comment

	
	
	
	

	5
	Non-compliance with the procurement process

	
	Findings
SEVAC Foundation Uganda’s Financial Policy Manual section 5.1.2 states that all expenses above Shs 500,000 should undergo a bidding process. From our review of the expenses incurred, we noted an incidence where no bidding process was done for expense above the threshold. This was for the supply of basic materials from Rwot Maniyo amounting to Shs 826,200

Risks and implication
Non-compliance with SEVAC Foundation Uganda  procurement procedures which could compromise achievement of the value for money objective.

Recommendation
Management to ensure adherence to the procurement guidelines stipulated in the financial policy manual.
	Medium
	Management noted that the intention was to have one supplier for the whole year for the different supplies needed, therefore having only on bidding process in the year. However most traders are unreliable and therefore management is forced to use other suppliers during the year.


Section 4 of the terms of reference requires the auditor to pay particular attention to various aspects of the internal control environment as stipulated in points (a) – (i) of the section. The table below outlines each of these points and how they have been addressed in our audit.

	Ref.
	Requirement as per the terms of
reference
	Our response

	a)
	Use of Friends for  children Netherlands  funds in accordance with the conditions of funding agreements.
	Our audit of the fund accountability statement of the

Organization for the year ended 31 December 2018 included the audit of the income statement that reflects the income received from Friends for  children Netherlands as well as the expenditure incurred during the year. We tested expenditure, on a sample basis, to establish whether funds received from Friends for  children Netherlands were used for the intended purposes in accordance with the approved budgets for the year ended 31

December 2018.

	b)
	Bank accounts maintained for Friends for  children Netherlands have not become overdrawn during the accounting period.
	We analyzed the monthly bank balances for the year

and did not identify any instance in which the bank accounts had been overdrawn during the year.

	c)
	Goods and services have been procured in

accordance with the buddies society of ipoh
Procurement Regulations.
	We examined SEVAC Foundation Uganda’s procurement procedures as well as the requirements of the MoU and noted (based on a sample expenditure items selected) that during the year ended 31 December 2018, goods and services were procured in accordance with the SEVAC Foundation Uganda’s Financial Policy Manual with the exception for one transaction which has been included in the management letter.

	d)
	The system of internal controls is operating

Effectively, with particular attention to organization structure, authority levels, staff competence, accounting records and supporting documentation, separation of duties, and Organization monitoring arrangements.
	Our audit identified a number of internal control

Deficiencies which are outlined in section 7.2.3 above. The audit was not however intended to undertake a comprehensive internal control review. The findings in section 7.2.3 are therefore those that came to our attention as a result of the audit procedures undertaken.

	e)
	The fund accountability statement has been

prepared in the format required by all the 3

donors
	The fund accountability statement has been prepared

in the required format. This includes the income and

expenditure statement, balance sheet, notes to the

Fund Accountability Statement, and relevant schedules as set out in section 6 of this report.

	f)
	Supporting documentation for any fixed

asset transactions in the year are adequate and that the fixed asset register has been adequately maintained.
	N/A The Organization does not have any fixed assets.


	Ref.
	Finding and recommendation
	Risk/Implication
	Status/Action taken by
management

	
	
	
	

	1
	Some details of bank reconciliations statements not captured

	
	Observation
It was noted that some important details were left out in the preparation of the bank reconciliations including; cheque numbers of reconciling items and their dates.

Recommendation
Management should ensure that all relevant details in the preparation of bank reconciliation are captured.
	It is difficult to follow up and track long reconciling items without dates and

cheque numbers
	The details were included in the bank reconciliations including cheque number of

the reconciling items

	
	
	
	

	2
	Un-banked cash refunds since October 2017 to date

	
	Observation
During our review of the payment

vouchers and bank reconciliations, we noted an amount of Ushs 262,000

that was recorded as petty cash

balance and counted with petty cash certificate on 18 October 2018 was still not banked at the time of the audit. Discussions with management

revealed that this was used for other projects with a view that this could be replaced when such funds are received. This has remained as a reconciling item since then in form of “cash in transit”

Recommendation
All funds that are refunded on accountabilities need to be banked immediately and intact to avoid being used for other activities other than those of the intended purposes.
	This may be perceived as misuse of donor funds
	All unused funded were banked and there was no petty

cash as at the end of the year


	3
	Cases of per diem paid to staff outside the approved rates

	
	Observation
During the review we identified cases of per diem payment to the field officer while on official duties outside the approved rates. The officer was being paid at a rate of Ushs 70,000 instead of Shs 50,000 as stipulated in the policy.

Recommendation Management need to adhere to established policy in making payments, alternatively, amend the policy to effect the new payments being made
	This is against the policy

and also may end up causing overspending on such budget lines/
	The per diem rates were

corrected to Shs 50,000

	
	
	
	

	4
	NSSF not deducted and paid
	
	

	
	Observation
We noted an isolated incidence of where an employee’s NSSF was not deducted and remitted. This was for one of the accountant’s in the month of February 2017 and to date it has never been recovered and submitted to NSSF.

Recommendation
Management need to immediately deduct and remit this NSSF for the affected staff, going forward care should be taken during salary processing to ensure that staff deductions are done and remitted.
	SEVAC Foundation may be

regarded as non- compliant to NSSF Act and may face penalties from NSSF
	NSSF for the driver have

Sub sequently been deducted and remitted. However we noted that NSSF on allowances supporting SEVAC Foundation employees had not been deducted and remitted.
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5. Independent Auditor’s Report
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