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Question 1

(a) The Head of Finance of Kyengera Municipal Council has prepared the 

following trial balance as at 30 June, 2016:
Code Details Shs ‘000’ Shs ‘000’

111106 Local service tax 16,720
113101 Land fees 86,030
114505 Business licenses 182,139

114506 Liquor licenses 39,336
114508 Other licenses 92,133

133104 LG unconditional grants 1,256,444
133342 Compensation for graduated tax 816,068
133327 Conditional transfers for PAF monitoring 1,008,573

133326 Conditional transfers for LGDP 197,603
133105 LG equalisation grants 2,350,038
142214 Market charges 100,000

010100 Administration 1,159,762
020100 Finance 780,105

030100 Statutory bodies 489,727
040100 Production 800,310
050100 Health 255,485

060100 Education 5,750
070100 Works 3,000,759
080100 Natural resources 21,600

090100 Community-based services 263,243
100100 Planning unit 48,800

110100 Internal audit 73,398
263208 Transfers to treasury 97,000
415006 Retention on road works 838,195

314201 Petroleum products 81,300
312000 Property plant & equipment - cost 10,913,621

428000 Accumulated depreciation 30 June, 2015 3,070,869
321602 Trade receivables 278,657
321501 Administrative advances 20,000

321102 Revenue accounts 65,000
321103 Expenditure accounts 39,122
321104 Project accounts 13,000

415005 Withholding tax payable 41,265
511201 Revenue reserves 468,473

512101 Capital reserves               - 7,842,753
Total 18,406,639 18,406,639

TEST PAPER 1
CPA (U) NOVEMBER 2017
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Additional information:

1. Market fees amounting to Shs 115 million remained outstanding at the end 
of the year.

2. A physical stock count carried out by the board of survey at the end of the 

year showed unconsumed supplies valued at Shs 27 million that had been 
procured for use by the finance department.

3. Council, in consultation with the Auditor General, authorised the writing off 

of land fees due amounting to Shs 20 million.
4. The board of survey report indicated a cash surplus of Shs 1.6 million from 

one of the project accounts.
5. An advance of Shs 6 million was given to Mr. Kintu (municipal engineer) to 

buy culverts for force account operations. However, he died in a road 

accident before accounting for the funds, and it was confirmed that the 
work was not yet done. By the end of the year, Council had passed a 

resolution to write off the advance.
6. At the beginning of the financial year, Council received a grader as a grant 

from the Ministry of Local Government. It was ascertained that the price 

of a similar grader on the market was Shs 700 million.
7. On 5 January, 2016 Council purchased furniture at Shs 10 million for the 

Chief Administrative Officer’s office and paid the supplier by electronic 

funds transfer (EFT). The furniture was financed internally from Council’s 
revenue reserves.

8. It is Council’s policy to depreciate all its property, plant & equipment at 
10% using the reducing balance method.

9. All depreciation costs for the year are allocated to the finance department.

10. The capital reserves account is amortised annually to the statement of 
financial performance with an amount equal to the annual depreciation 
charge for the year.

11. Council prepares its financial statements on accrual basis as required by 
the Local Government Financial and Accounting Manual, 2007.

Required:

Prepare for Kyengera Municipal Council for the year ended 30 June, 2016 a 

statement of:

(i) financial performance. (12 marks)

(ii) financial position as at 30 June, 2016. (13 marks)

(b) The Head of Finance of Buyiisa District Local Government has organised a 

one-day workshop for all accounts and finance staff in the district. The 
workshop is expected to be attended by about 30 staff from sub-counties, 
town councils and health units within the district. The focus of the 

workshop is to train staff on the main books of account maintained by 
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local governments in order to strengthen public financial management and 
accountability. This followed the recent audit conducted by the Office of 

the Auditor General indicating accountability and financial reporting 
problems by different administrative units within the district. You are the 

senior accountant of the district and will be the key facilitator/ presenter 
for the day.

Required:

Write an illustrative report suitable for distribution to all staff attending the 
workshop in which you discuss the following elements:

(i) Preparation of abstracts and their linkage to the ledgers.
(10 marks)

(ii) Recording of grants from central government and other government 
units.

(5 marks)

(c) You are the accountant in Ministry of Works and Transport. You have 
been asked to prepare a set of notes for a colleague who is new in the 

accounts department of the ministry, having previously worked only in the 
private sector.

Required:

Prepare a briefing note in which you discuss:

(i) ‘fund accounting’ and ‘budgetary accounting’ and their applicability 
to financial reporting in Uganda.

(ii) the specific initiatives being undertaken by government to improve 

budget implementation, monitoring and reporting.
(10 marks)

(Total 50 marks)
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Question 2

(a) The Public Procurement and Disposal of Public Assets (PPDA) Act, 2003 as 
amended, requires a procuring and disposing entity not to enter into a 
contract until the accounting officer confirms, in writing, that the required 

funds have been committed for the proposed contract.

Required:

With reference to the PPDA Act, 2003 and PPDA regulations, 2014:

(i) Examine the relevance of a signed contract to the parties.

(5 marks)
(ii) Discuss the factors that may determine the choice of contract for a 

procurement and disposal unit.
(5 marks)

(b) A Procurement and disposal unit may, in accordance with regulations 

made under the PPDA Act, 2003 as amended Sec 95A, undertake the 
works using the force account mechanism.

Required:

(i) Examine the meaning of ‘force account mechanism’. (2 marks)

(ii) Advise on the responsibility of the supervisor under force account.
(5 marks)

(iii) Discuss how a procuring and disposing entity may procure 

consultancy services.
(8 marks)

(Total 25 marks)
Question 3

(a) “The magnitude of financial impropriety unearthed in various Government 

Agencies in 2012 were alarming…. and as a result, it has been necessary 
for review and strengthening of controls in public financial management 

and accountability systems.” (Keith Muhakanizi, 2014 National Consultative 
Budget conference FY2014/ 2015).

Required:

Discuss the major reforms the government of Uganda is undertaking to 

improve wage bill and payroll management.
(10 marks)

(b) The Government of Uganda in the financial year 2013/ 14 introduced the

concept of the treasury single account (TSA) in line with international best 
practice for public financial management.
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Required:

Discuss the objectives of the TSA. (2 marks)
(c) In order to improve the formulation of the national budget, the 

Government of Uganda has been upgrading the output budgeting tool 

(OBT) to enhance its functionality and coverage. However, of recent, 
there are attempts to shift to programme-based budgeting (PBB) 
approach.

Required:

Assess the likely benefits and challenges of implementing the PBB 
approach.

(13 marks)

(Total 25 marks)
Question 4

(a) Discuss the disclosure requirements of International Public Sector 
Accounting Standard (IPSAS) 19: Provisions, Contingent Liabilities and 
Contingent Assets.

(6 marks)
(b) After a function in April 2015, two people were seriously incapacitated, 

believably as a result of electric shock from faulty electric wiring around 
the conference hall of the Ministry of Tourism.  Legal proceedings are 
ongoing seeking compensation from the ministry, but it (ministry) denies 

liability.  Up to the date of authorisation of the financial statements for the 
year ended 30 June, 2015 for issue, the ministry’s lawyers advised that it 
was probable that the ministry would not be found liable.  However, when 

the ministry prepared the financial statements for the year to 30 June, 
2016 its lawyers advised that, owing to developments in the case, it had 

become probable that the ministry would be found liable.

Required:

Analyse and advise the ministry on the contingent liability for the two 
financial years ending 30 June, 2015 and 30 June, 2016.

(4 marks)

(c) Three years ago, the administration department in the Ministry of 
Agriculture purchased a new desktop computer at a cost of Shs 4.8 million. 

The department estimated that the useful life of the computer would be 4 
years and that it would use 80% of its central processing capacity. Within 
a few months after acquisition, the computer reached its targeted usage of 

80% but during the current year usage declined to 20%. The decline is 
attributed to the introduction of modern laptop computers which have 

larger processing capacity and therefore the department no longer 
requires the use of the desktop computer.  A similar computer is available 
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on the market at a price of Shs 900,000 that can provide the remaining 
service potential of the desktop computer.

Required:

Determine, for the ministry, the impairment loss on the desktop computer.

(4 marks)
(d) In accordance with International Public Sector Accounting Standard 

(IPSAS) 6: Consolidated and Separate Financial Statements, an entity 
combines the financial statements of the controlling entity and its 
controlled entities line by line by accumulating together like items of 

assets, liabilities, net assets/ equity, revenue and expenses.

Required:

(i) Advise on the steps an entity should follow to ensure that the 
consolidated financial statements present financial information about 

an economic entity as that of a single entity.
(6 marks)

(ii) Discuss the disclosures required in consolidated financial statements 

in accordance with the relevant IPSAS.
(5 marks)

(Total 25 marks)
Question 5

(a) The budget of Government is a statement of the revenues the Government 

expects to collect in a financial year, and how it plans to spend those 
revenues. The national budget is guided by the Poverty Eradication Action 

Plan (PEAP) Uganda’s national development framework and medium-term 
planning tool since 1997.  The PEAP was revised and independently 
evaluated in June 2008 and replaced by the National Development Plan 

(NDP).  The NDP is a comprehensive plan that articulates clearly the 
planned strategic interventions of all sectors of the economy.  In the 

planning framework, the NDP is implemented in order to realise the Vision 
of 2040.

Required:

In accordance with the Budget Act, 2001 discuss the functions of the 
parliamentary budget office in the national budgeting process in Uganda.

(4 marks)
(b) The key objective of commitment control is to manage the initial 

incurrence of obligations, rather than the subsequent cash payments, in 
order to enforce expenditure ceilings and avoid expenditure arrears.
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Required:

Evaluate the preconditions for successful implementation of commitment 
controls.

(6 marks)

(c) Medium-term Expenditure Frameworks (MTEFs) are receiving renewed 
attention in the context of the formulation of Poverty Reduction Strategy 
Papers (PRSPs).  Conceptually, MTEFs are the ideal tool for translating 

PRSPs into public expenditure programmes within a coherent multi-year 
macroeconomic and fiscal framework. You have been selected to provide 

technical support in budgeting to a newly created Mutande District Local 
Government and enable it come up with draft annual revenue and 
expenditure estimates within the stipulated timeframe.

Required:

Write a report to the District Accounting Officer highlighting the relevance 

of each of the following in budgeting:

(i) Medium-term Expenditure Framework (MTEF).

(ii) Cash limit and accounting warrant.
(iii) Local Government Council.

(iv) Virements and Reallocations.
(15 marks)

(Total 25 marks)
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Question 1

(a) The Uganda Public Finance Management Act, 2015 requires that the 
national budget and work plans for public organisations are approved by 
Parliament by 31 May every year and budget execution commences on 1 

July.  Business organisations, on the other hand, are not required to 
comply with the provisions of the Act.

Required:

(i) Contrast financial management in public and business organisations.

(5 marks)
(ii) Discuss the following as provided for in the Public Finance 

Management Act, 2015:

· Powers of the Secretary to the treasury. (4 marks)

· Responsibilities of the Accountant General. (5 marks)
· Delegation of a function or responsibility by an accounting 

officer.
(3 marks)

(b) Mosada district has been experiencing rising cases of a rare condition for 
the last three years which has led to the death of several youths.  The cost 
of treatment of this condition is very high in Uganda.  The Council 

discussed the issue of purchasing the drugs from abroad during the debate 
of the budget of the financial year 2016/2017.  During the debate, the 

Council authorised the Chief Administrative Officer (CAO) to acquire a 
manufacturing company abroad in order to minimise the cost of treatment.

The CAO paid Shs 500 million to acquire 75% of shares in Lo Ping, a 

Kwairian drug manufacturing company on 1 July, 2016 when its 
accumulated surplus was kwasas 134,000.  However, the Council disposed 

of its shares in Lo Ping on 31 March, 2017 after the Kwairian government 
enacted a law which prevents foreign ownership of its companies.  The 
company was disposed of at Shs 650 million.  Though the account for the 

money received was opened, the transaction was never recognised.

The balance on the accumulated surplus of Lo Ping at the beginning of the 

financial year was kwasas 134,000.

The statements of the financial position of the district and the company as 

at 30 June, 2017 are as follows:

TEST PAPER 2
CPA (U) JUNE 2018 
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Masonda District Lo Pig

Shs ‘000’ Kwasas
Assets:
Current assets:

Cash & cash equivalents 760,000 25,000
Receivables 560,490 40,000
Inventory 620,888 23,000

Prepayments 356,800 30,000
Total current assets 2,298,178 118,000

Non-current assets:
Receivables 567,400 10,000

Investment Lo ping 500,000 -

Infrastructure, plant and equipment 453,100 150,000
Land and buildings 6,650,000 210,000
Total non-current assets 8,170,500 370,000

Total assets 10,468,678 488,000
Liabilities:
Current liabilities:

Payables 4,050,000 18,000
Employee benefits 810,000         -

Total current liabilities 4,860,000 18,000
Non-current liabilities:
Payables 24,570 33,000

Long-term borrowing 457,000 200,000
Total current liabilities 481,570 233,000
Total liabilities 5,341,570 251,000

Net assets/ equity
Accumulated surplus 5,127,108 137,000

Share capital              - 100,000
Total net assets/ equity 5,127,108 237,000
Total net assets/ equity & liabilities 10,468,678 488,000

Additional information:

1. The district complies with the provisions of the International Public Sector 
Accounting Standards (IPSAS).

2. The district received 20,000 doses of drugs for the treatment of the rare 

condition from UNICEF on 1 October, 2016 and immediately distributed 
them to the health centres.  Each dose was valued at USD 3.  The council 
did not recognise the drugs in its books of account.

3. The closing balance on the employee benefit account reported by the 
district was actually the opening balance.  You have established that the 
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correct closing balance is Shs 500 million.  The balance on the employee 
benefit account relates to outstanding wages of employees.

4. The district received 5 graders at a cost of USD 400,000 from the Federal 
Republic of Aruantan as a 2% loan for road maintenance on 1 August,

2016.  The district is required to start repaying the loan in 5 years’ time.  
The district paid the interest up to the end of the financial year.  The 
policy of the district is to depreciate graders at 20% per annum on a 

reducing balance basis.  These transactions have not been recorded in the 
district’s books of account.

5. The closing balance on the current receivables reported by the district in 

its final accounts was actually its opening balance. You have established 
that the correct closing balance is Shs 200 million. Current receivables 

relate to outstanding taxes.
6. The district Senior Accountant prepared its statement of financial 

performance based on revenue receipts and payments.

7. The district budget for the financial year ended 30 June, 2017 was as 
follows:

Revenue: Shs ‘000’
Taxes 8,000,000
Fees, fines, penalties & licenses 4,590,000

Revenue from exchange transactions 2,400,840
Transfers from other Government entities 16,000,000
Other revenue 4,507,000

Total revenue 35,497,840
Expenses:

Wages, salaries & employment benefits 13,565,000
Grants transfer and other payments 19,500,000
Supplies consumed 450,000

Depreciation expenses 820,000
Other expenses 78,000

Finance cost 1,084,840
Total expenses 35,497,840
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8. The district’s cash receipts and payments during the financial year were as 
follows:

Revenue collected Shs ‘000’
Taxes 7,800,000

Fees, fines, penalties & licenses 5,000,000
Revenue from exchange transactions 2,300,000
Transfers from other Government entities 14,500,000

Other revenue 3,700,000
Expenses paid:

Acquisition of Lo Ping 500,000
Wages, salaries & employment benefits 12,098,730
Grants transfer & other payments 17,300,000

Supplies consumed 400,000
Depreciation expenses 897,400
Other expenses 674,000

Finance cost 1,400,000

9 Lo Ping’s statement of financial performance for the financial year ended 

30 June, 2017 was as follows:
Kwasas

Revenue from exchange transactions 750,000
Other revenue 340,000
Total revenue 1,090,000

Expenses:
Wages, salaries & employment benefits 700,000
Supplies consumed 250,000

Depreciation expenses 75,000
Other expenses 35,000

Finance cost 27,000
Total expenses 1,087,000
Surplus/ deficit 3,000

10. The exchange rates are as follows:

Date 1 USD to Shs 1 Kwasa to Shs

1 July, 2016 3,000 250
1 August, 2016 3,020 300
1 October, 2016 3,700 330

1 March, 2017 3,500 295
30 June, 2017 3,400 297

Average rate 3,520 295
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Required:

(i) Prepare a consolidated statement of financial performance of the district 
for the year ended 30 June, 2017 in accordance with IPSAS 24: 
Presentation of Budget Information in Financial Statements.

(23 marks)
(ii) Prepare a consolidated statement of financial position of the district as at 

30 June, 2017.

(10 marks)
(Total 50 marks)

Question 2

(a) Kiira Public University is constructing a building expected to take 24 

months to complete.  The University began construction on 1 January, 
2017 with the following payments made during the year:

Shs ‘million’
31 January 400
31 March 900

July 200
30 September 400

30 November 500

The following borrowings were outstanding at the reporting date 31 

December, 2017:

Shs ‘million’
Bank loan (description below) 1,600

15% debenture dated 1 January, 2016 repayable 2019 400
10% 8-year note dated 1 September, 2012, with simple 

interest payable annually on 31 December 2,400

The first payment on 31 January was funded from the University’s existing 
borrowings.  However, the University succeeded in raising a bank loan for 

an amount of Shs 1,600 million on 31 March, 2017 at a simple interest of 
8% per annum, calculated and payable monthly in arrears.  These funds 

were specifically used for this construction.  Excess funds were temporarily 
invested at 5% per annum receivable monthly in arrears, in cash.  The 
pool of borrowings was again used for a Shs 400 million payment on 30 

November, which could not be funded from the bank loan.  Construction of 
the building was temporarily halted for two weeks in June, when 
substantial administrative and technical work was carried out.
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Required:

(i) Determine the borrowing costs which can be capitalised in respect of 
the building referred to above for the year ended 31 December, 
2017.

(9 marks)
(ii) Discuss the recognition, commencement, and cessation of 

capitalisation of borrowing costs according to IPSAS 5: Borrowing 

Costs.
(6 marks)

(b) IPSAS 28:  Financial Instruments: Presentation sets out the principles for 
presenting financial instruments as liabilities or net assets and for 
offsetting financial assets and financial liabilities.

Required:

(i) Discuss the difference between a ‘financial asset’ and a ‘financial 

liability’.
(6 marks)

(ii) Explain a ‘puttable instrument’, and discuss the circumstances under 
which a financial asset and a financial liability shall be offset.

(4 marks)

(Total 25 marks)

13



Question 3

(a) The following statement of the financial position is for the Ministry of 
Health as at 30 June, 2017.

Assets: Shs ‘000’

Current assets:
Cash 525,000

Receivables 76,407

Inventory 8,500,000

Total current assets 9,101,407

Non-current assets:
Bearer biological assets:
Dairy livestock-immature 50,000

Dairy livestock-mature 200,000

250,000

Properly, plant and equipment 25,000,000

Total non-current assets 25,250,000

Total assets 34,351,407

Liabilities:
Current liabilities:

Payables 120,000

Total current liabilities 120,000
Non-current liabilities:

Loan 20,000,000

Total non-current liabilities 20,000,000

Total liabilities 20,120,000
Net assets/ equity:

Accumulated surplus 14,231,407

Total net assets/ equity 14,231,407

Total net assets/ equity & liabilities 34,351,407

Additional information:

1. The Ministry manufactures a drug for treating the ZIKIV virus for 
sale to the pharmacies in the country on a commercial basis.  On 1 

July, 2016 there were 5 million tablets of this drug which were 
valued at Shs 2.5 billion.  The Ministry borrowed Shs 20 billion at an 
interest rate of 5% from Geode Commercial Bank specifically to 

manufacture the drug.  The loan was wholly used for the 
manufacture of the drug during the financial year. The Ministry did 

not use any other source of funds for manufacturing the drug.  Each 
tablet of the drug was manufactured at Shs 500.  The 
manufacturing system is so efficient that no loss of materials was 
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registered.  The interest charge for the year was paid and expensed.  
For purposes of valuation of drugs, the ministry uses the first in first 

out (FIFO) method.
2. The Ministry received 3,000,000 doses of a special drug on 1 July,

2016 from UNICEF for free distribution to the public.  UNICEF, 
however, did not provide the cost details of the drug to the Ministry.  
By close of the financial year, a third of the drug had had not been 

distributed.  The Ministry has not recognised the drug in its books of 
account due to the fact that UNICEF did not provide values.  The 
price of the drug in market, per dose, on the following dates was as 

follows.

Date Shs

1 July, 2016 5,000
30 June, 2017 4,900

3. Included in the inventories at 30 June, 2017 is Shs 5 billion 
attributed to drugs for HIV which are distributed free of charge.  
Each tablet of the drug cost the Ministry Shs 5,000.  By the end of 

the financial year, each tablet cost Shs 4,950 in the market.
4. The Ministry owns a dairy farm which produces and sells 90,000 

liters of milk per quarter.  At the end of the financial year, the 
Ministry had not sold 2,000 litres of milk which was produced on 30 
June, 2017.  The average selling price and cost of selling milk were 

Shs 1,000 and Shs 200 per litre respectively during the financial 
year.  On 30 June, 2017 the selling price and cost of selling milk 
were Shs 1,200 and Shs 230 per litre respectively.  The Ministry only 

recognises revenue from the sale of milk in its books of account.  
The cost of selling milk includes tax of Shs 80 per litre which is 

charged by local tax authorities.
5. By the beginning of the financial year, the farm had 100 Friesian 

cows. The farm also had 100 one-month-old calves.  All the calves 

and cows were alive by the end of the financial year.  The per-unit 
fair values less costs to sell were as follows:

1 July, 2016 30 June, 2017

Shs Shs
Mature bearer cows 2,000,000 2,500,000

One-month-old calves 500,000 600,000
One year and one month old calves 1,000,000 1,500,000

The Principal Accountant of the Ministry did not adjust the values of 
the cows and calves which he maintained at the value of 1 July,
2016.
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6. The Ministry policy is to prepare its financial statements using 
accrual basis of accounting in accordance with the IPSAS.

Required:

Redraft the Ministry’s statement of financial position as at 30 June, 

2017 taking into account the transactions mentioned above.
(20 marks)

(b) Describe the term ‘segment reporting, as applied under IPSAS 22: 
Disclosure of Financial Information about the General Government Sector.

(5 marks)

(Total 25 marks)
Question 4

The National Data Management Agency, a Government owned organisation has a 
procurement and disposal unit under the department of finance and 
administration.  Most employees in each department raise requisitions to procure 

goods and services in piecemeal as and when the need arises.  The method of 
procurement usually used by this Agency is direct procurement irrespective of 

the procurement value, and most staff are unbothered about value for money as 
demonstrated by hardly any price comparison since no more than one quotation 
is obtained.  This was one of the issues raised by Auditor General in the recent 

audit particularly raising a red flag on lack of proper procurement planning and 
non-compliance to the Public Procurement and Disposal of Public Assets Act 
(PPDA) Act, 2003. Other issues raised included incidences where employees in 

the Agency have freely and directly participated as bidders. The Agency 
employees have also been involved in direct negotiations with contractors on 

prices.

Required:

With reference to the PPDA Act, 2003 and the PPDA Regulations, 2014:

(a) Discuss the main considerations in planning procurement requirements by 

a procuring and disposing entity. (10 marks)

(b) Explain the conditions for use of ‘sale to public officers’ as a method for 
disposal of a public asset. (4 marks)

(c) Discuss the powers of the user department in exercising its functions in 
the public procurement and disposal process. (5 marks)

(d) Describe the circumstances under which a procurement and disposal entity 
(PDE) is permitted to have price negotiations with a contractor in case the 
best evaluated bid or proposal exceeds the budget of the PDE. 

(2 marks)
(e) Discuss the circumstances under which the direct procurement method can 

be used. (4 marks)
(Total 25 marks)
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Question 5

(a) Government of Uganda (GoU) recently introduced the e-cash platform as 
an alternative payment system to the Integrated Financial Management 
System (IFMS). You are the Finance Manager of the Uganda Road 

Maintenance Authority. Following a one-day workshop you attended at 
the Ministry of Finance about the e-cash platform solution, you have been 
asked by your supervisor to train accounts and finance staff in all 

upcountry stations about this new payments system. 

Required:

Prepare a set of notes to be used in the training, discussing the following 
aspects:

(i) Meaning and objectives of the e-cash platform.
(ii) Transactions to be covered under the e-cash payment system.

(iii) The process of handling e-cash transactions.
(15 marks)

(b) The objective of the Government, when setting fiscal objectives within the 

macroeconomic framework, shall be to ensure macroeconomic stability and 
economic growth having regard to the National Development Plan. The 

fiscal objectives shall be based on certain principles.

(Source: The Public Finance Management Act, 2015).

Required:

Discuss any four principles Government should follow in setting fiscal 
objectives within the macroeconomic framework.

(8 marks)
(c) Tyrad District Local Government has been handling cases of property of 

the deceased persons in a bid to reduce conflicts in the communities.  
Slandriate (the transferor), a 19 year old citizen is an orphan who wants to 
fly to America.  His aunt lives there and has invited him for a job.  He has 

made a will and named Tyrad District Local Government as a primary 
beneficiary since he trusts no one in his parental linage.  He has entrusted 

a 2 star hotel worth Shs 800 million to the district.

Required:

Describe the accounting treatment of the 2 star hotel in the books of the 
district local government guided by IPSAS 23 (Revenue from Non-
Exchange Transactions (Taxes & Transfers).

(2 marks)
(Total 25 marks)
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Question 1

(a) The Uganda Electricity Generation Authority (the Authority) is a 
government entity which was established with the primary purpose of 
generating power for use in Uganda and for sale to neighbouring 

countries.

The following trial balance was prepared by the Authority as at 31 

December, 2016.
Shs 

‘million’
Shs 

‘million’

Leasehold property at valuation 31 December, 2015 1,120

Land 200,130

Power stations 900,056

Office plant & equipment 3,544

Prepaid operating lease rentals (50 years lease term) 2,100

Accumulated depreciation/ amortisation

Power stations 394,528

Office plant & equipment 1,261

Operating lease rentals 956

Work in progress (Karima & Isika projects) 51,000

Cash & cash equivalents 20,521

Inventories at year end 500

Receivables from exchange transactions 20

Non-current receivables from non-exchange transactions 800

Long-term borrowings 32,000

Capital contribution from the Government of Uganda 300,000

Revaluation reserve (power stations) 9,000

Accumulated surplus/ (deficit) 31 December, 2015 96,220

Transfers from other government entities 350,000

Fees, taxes and fines 18,576

Other operating revenue 973

Wages, salaries & employee benefits 5,632

Supplies and consumables used 17,891

Finance costs         200              -

1,203,514 1,203,514

TEST PAPER 3
CPA (U) AUGUST 2018 
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Additional information:

1. The Authority prepares its financial statements on accrual basis in 
accordance with the International Public Sector Accounting Standards 
(IPSASs).

2. During the year, the Authority incurred land acquisition costs amounting to 
Shs 560 million for Kabwoko Hydro Power Project in respect of 
compensations to Project Affected Persons (PAPs). Although valuation had 

been completed by the end of the year, none of the PAPs had been paid.
3. Costs amounting to Shs 870 million were incurred on on-going projects of 

Karima and Isika Hydro Power Projects. The costs incurred to date mainly 
consist of civil works, staff costs and project management consultations. 
No entries have been made in the books of account in relation to these 

costs despite payments being made to the service providers.
4. During the year, the Authority entered into two binding arrangements with 

the following companies as detailed below:

Eskon Uganda Limited

On 3 January, 2016 the Authority entered into a binding arrangement with 
Eskon Uganda Limited (Eskon), a private company. The agreement 
required Eskon to operate Authority’s two hydropower dams of Kiila and 

Nakabaale power stations for a period of 25 years. By this date, the 
Authority had incurred total costs on these two dams amounting to Shs 

324 billion and accumulated depreciation amounting to Shs 121 billion. 
The agreement also required the Authority to control and regulate the 
services Eskon must provide with the two power stations, to whom it must 

provide them, and the price to be charged. 

During the year, Eskon also did some major upgrades to the two power 

stations amounting to Shs 3.4 billion. The Authority has guaranteed to 
pay Eskon 30% of the costs incurred in the following year and the balance 
after two years. 

Kingfisher Limited

On 5 February 2016, the Authority entered into another agreement with 

Kingfisher Limited (Kingfisher), a private company for a period of 30 years. 
The agreement required Kingfisher to construct a mini hydro power plant 

in Zombo district. The company completed the construction of the plant 
by 31 June, 2016 at a cost of Shs 130 billion. The agreement requires
Kingfisher to earn revenue each year from the users of the dam not 

exceeding 10% of the invested amount which is still outstanding. All the 
revenue due for 2016 was received by the company. 
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5. The installed capacity of the power complex (Nakabale and Kiila) is 380 
megawatts (MW). However, the average capacity generated during the 

year was about 140 MW. This is an indicator of impairment, and as such 
the Authority performed an impairment assessment resulting into an 

impairment of Shs 7 billion. However, the impairment loss has not been 
accounted for in the Authority’s books of account.

6. The 15-year leasehold property was acquired on 1 January, 2015 at a cost 

of Shs 300 million. The company policy is to revalue the property at 
market value at each year end. The valuation in the trial balance of Shs 
1.12 billion as at 31 December, 2015 led to an impairment charge of Shs 

29 million which was reported in the income statement of the previous 
year. At 31 December, 2016 the property was valued at Shs 2.4 billion.

7. The Authority’s policy is not to charge any depreciation in the year of 
acquisition of the asset. Power stations are depreciated at 3% on a 
straight line basis, office plant & equipment are depreciated at 10% per 

annum on a reducing balance basis.

Required

Prepare, for Uganda Electricity Generation Authority for the year ended 31 
December, 2016 a statement of:

(i) financial performance. (10 marks)
(ii) financial position as at 31 December. (18 marks)

(b) You are provided with the following transactions relating to different public 
sector entities in Uganda for the year ended 30 June, 2016. All these 
entities follow the accounting and reporting framework prescribed by the 

Accountant General.

1. On 13 August, 2015 a Kampala City Traffic Control Project (KCTCP) 

submitted a United States dollars (USD) 30,000 Withdrawal 
Application to World Bank (International Development Association 
(IDA), to be settled directly to a contractor named KK Consulting 

Engineers Ltd (KK) for consultancy services. The funds were 
transferred to the contractor on 30 August, 2015. IDA advised the 

project coordinator through a payment advice with a value date of 
30 August, 2015 accordingly.

2. Richmond University admitted a student named Kakooza to 

undertake a course in finance. The fees were Shs 2 million per 
semester payable at the commencement of the course. The 1st

semester of the course commenced on 1 February, 2016. Kakooza 
paid the full fees on 20 May, 2016. 
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3. An agreement for a two-year project between SIDA (donor) and 
Rural Electrification Project required the community to contribute

10% of the agreement value of Shs 500 million for provision of rural 
electricity. This was to be provided in kind through communal 

labour by helping in carrying and fixing electric poles. The project 
commenced on 1 July, 2015 and was to end after two years on 31 
May, 2017. The donor disbursed their contribution Shs 450 million

on 31 August, 2015. No criteria were provided for the valuation of 
community contribution in the course of the project implementation.

4. During the month of June, 2016 the gross salaries payable to the 

public officers under the Ministry of Tourism totaled Shs 99,495,450 
made up of the following:

Shs
Net salary 73,680,450
Pay as you earn 15,300,000

Employee social security contributions 3,015,000
Employee medical insurance contributions 2,500,000
Other employee contributions 5,000,000

As the employer, Government contribution towards social security 
and medical insurance was Shs 5,025,000 and Shs 2,500,000 

respectively. The salaries are settled through the Single Treasury 
sub-accounts. Assume the payrolls were forwarded and received in 
the Treasury on 25th of the month and that the relevant payment 

instructions were sent to Bank of Uganda on 27 June.

Required:

For each of the above transactions, show all the necessary ledger 
entries, including narratives, as at 30 June, 2016.

(15 marks)
(c) The Government of Uganda Financial Reporting Templates have been 

designed to ensure that reporting from ministries, departments and 
agencies (MDAs) and local governments comply with the Government 
reporting requirements and International Public Sector Accounting 

Standards (IPSASs).
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Required:

Discuss the following statements of the Financial Reporting Templates,
giving a description of the key features of each statement.

(i) Statement of appropriation account by services voted.

(ii) Statement of appropriation account by nature of expenditure.
(iii) Statement of reconciling total expenditure as per performance and 

appropriation.
(iv) Statement of outstanding commitments.

(7 marks)

(Total 50 marks)

Question 2

(a) Procurement Planning is a process of determining the procurement needs 
of an entity and the timing of their acquisition and their funding such that 

the entity’s operations are met as required in an efficient way.

Kalumpi District Local Council has allocated local revenue Shs 380 million
raised from leasing its market to purchase furniture, stationery, land and a 

pickup truck for its administration department. The budgetary allocation 
to the items is to be in the ratio 1:3:4:5 respectively, and the user 

department has advised that furniture and stationery shall be required in 
the first quarter while land and a pickup in the third quarter of the financial 
year ending 30 June, 2019.

Required:

Draft a procurement plan for Kalumpi District Administration Department.

(6marks)
(b) Discuss the stakeholders in procurement planning and their responsibilities 

in local governments in Uganda.

(10 marks)
(c) In accordance to Public Procurement and Disposal of Public Assets Act, 

2003 evaluate the circumstances under which a procuring and disposing 
entity may:

(i) reject the bidding documents of a prospective bidder. (5 marks)
(ii) negotiate with the contractor, in respect of a proposal by the 

contractor.

(4 marks)
(Total 25 marks)
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Question 3

(a) Over the years, the Government of Uganda has undertaken many finance 
and payroll reforms including the implementation of Integrated Finance 
Management System (IFMS), Integrated Payroll and Pension System 

(IPPS), Fixed Assets and Inventory Management System (FAIMS), Human 
Resources Information Management System (HMIS), Debt Management 
and Financial Accounting System (DMFAS), among others.

Required:

(i) Assess the benefits of IFMS implementation to Government in financial 
management.

(5 marks)

(ii) Discuss any five modules in IFMS clearly explaining the roles under 
each module.

(10 marks)

(b) In line with many other countries, Government of Uganda has adopted 
systems that will enable it to conform to International Public Sector 

Accounting Standards.  It has, for instance, adopted a chart of accounts 
which is useful from budgeting to reporting.

Required:

Examine the various segments of the Government of Uganda chart of 
accounts.

(10 marks)
(Total 25 marks)

Question 4

(a) (i) With examples and reference to the relevant International Public

Sector Accounting Standards (IPSAS), describe the General 
Government Sector.

(4 marks)

(ii) Evaluate the relevance of disclosure of appropriate information 
about the General Government Sector in financial statements as 
envisaged in the relevant IPSAS.

(6 marks)
(b) IPSAS 24: Presentation of Budget Information in Financial Statements

requires that, an entity shall present a comparison of budget amounts for 
which it is held publicly accountable and actual amounts, either as a 
separate additional financial statement or as additional budget columns in 

the financial statements currently presented in accordance with IPSASs.
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Required:

Discuss the likely causes of differences in the amounts in the financial 
statements and the budget.

(8 marks)

(c) An entity may carry on foreign activities in two ways. It may have 
transactions in foreign currencies or it may have foreign operations. In 
addition, an entity may present its financial statements in a foreign 

currency. International Public Sector Accounting Standards (IPSAS) 4 sets 
out disclosure requirements for such entities.

Required:

Discuss the disclosure requirements set out by IPSAS 4 above.

(7 marks)
(Total 25 marks)

Question 5

(a) The Ministry of Local Government is organising an induction seminar for 

the newly appointed Assistant Chief Administrative Officers (ACAOs) and 
Sub-Accountants for Atutur District Local Government (ADLG) on their 
roles in the management and control of public resources under their care. 

You have been invited as an expert in matters of public financial 
management. 

Required:

Prepare a paper for presentation highlighting the duties and functions of 

the following in public financial management:

(i) Duties of ACAO (10 marks)

(ii) Functions of a standing committee of Council (5 marks)
(iii) Functions of the Executive Committee of Council (6 marks)

(b) With reference to The Local Governments (Financial and Accounting 

Regulations, 2007), discuss the procedures necessary for replenishment 
and retirement of imprests.

(4 marks)

(Total 25 marks)
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Question 1

(a) Uganda National Wildlife Authority (UNWA) is a statutory body purposely 
created to protect and preserve wildlife in Uganda. You are provided with 
abridged financial statements for UNWA for the year ended 31 December,

2017.

Statement of financial position

2017 2016
Assets: Shs ‘000’ Shs ‘000’

Non-current assets:
Property, plant & equipment 5,140,000 3,100,000
Other assets              - 595,500

5,140,000 3,695,500
Current assets:
Inventories 169,000 40,000

Trade & other receivables 3,860,000 1,750,000
Accountable advances to employees 164,000 394,000

Cash & cash equivalents 553,600 910,000
4,746,600 3,094,000

Total assets 9,886,600 6,789,500

Taxpayers’ contributions & liabilities:
Taxpayers’ contributions:
Government of Uganda (GOU) contributions 2,000,000 1,000,000

Reserves 3,269,100 785,000
Capital development grant - GOU 1,000,000 700,000

6,269,100 2,485,000
Liabilities:
Non-current liabilities:

Long-term borrowing 2,000,000 3,100,000
Conditional grant - World Bank    45,000              -

2,045,000 3,100,000
Current liabilities:
Trade & other payables 795,500 736,200

Contributions to employees’ pension 500,000 300,000
Taxes payable 277,000 168,300

1,572,500 1,204,500

Total taxpayers’ contributions & liabilities 9,886,600 6,789,500

TEST PAPER 4
CPA (U) NOVEMBER 2018 
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Statement of performance
Revenue: Shs ‘000’

Central Government transfers 6,000,000
Donor grants 650,000

Operational costs (2,760,000)
Operational income 3,890,000
Other income 2,229,100

Other expenses (730,000)
Finance costs (886,600)
Gross income before tax 4,502,500

Income tax expense (1,218,400)
Surplus for the year 3,284,100

Other comprehensive income:
Gain on property revaluation              -
Total income for the year 3,284,100

Additional information:

1. No item of property, plant & equipment was disposed of during the 

year.  The property, plant & equipment bought for replacement 
purposes, were bought at the end of the current year on terms of 

hire-purchase agreement. A deposit of Shs 550 million was paid in 
cash and the remaining amount was to be paid with interest over a 
4-year period.

2. Included in the trade and other payables is the current portion of 
Shs 504.6 million applicable to the hire-purchase agreement.

3. A 3-year conditional World Bank grant was received during the year.

However, by 31 December, 2017 only Shs 20 million grant 
conditions were met though not reflected in the records. Also 

credited to reserves is a donation from the Netherlands Wildlife 
Trust for relocation of Rhinos from Semuliki wildlife sanctuary to 
Murchison Falls game park Shs 800 million.

4. Included in the other income before tax are other costs paid in cash 
Shs 1.4 billion.

5. Operational costs in the statement of performance include an 
amount Shs 680 million in respect of depreciation of property plant 
& equipment.

6. Long-term borrowings are made up of the following:
2017 2016

Shs ‘000’ Shs ‘000’

Hire-purchase liability 1,250,000 -
Bank loan 750,000 100,000
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7. Income tax expense in the statement of financial performance 
consists of current tax assessed Shs 1,018,400,000 and Shs 200 

million that was successfully appealed to the Commissioner General 
of Uganda Revenue Authority.

8. Other assets were disposed of at their cost value after 
recommendation from the Board of Surveys’ reports.

Required:

(i) Prepare a cash flow statement for UNWA for the year ended 
31 December, 2017 using the direct method in accordance 

with the relevant IPSASs.
(17 marks)

(ii) Comment on the liquidity position of UNWA for the period 
ended 31 December, 2017.

(7 marks)

(iii) ‘Information about the cash flows of an entity is useful in 
providing users of financial statements with information for 
both accountability and decision-making purpose.

Required:

Assess the validity of the above statement. (8 marks)
(b) The Uganda Public Finance Management Act (PFMA), 2015 requires 

formation of the Investment Advisory Committee to advise the Minister of 

Finance on the petroleum investment policy of the Petroleum Revenue 
Investment Reserve and any amendments to it that the Petroleum Fund is 
to adhere to. You have been selected as an expert in the field of 

petroleum investment. 

Required:

Explain, with reference to the Uganda PFMA 2015, areas in which the 
committee can advise the Minister on the investment policy.

(10 marks)
(c) Government of Uganda (GOU) anticipates starting oil production in the 

districts of Buliisa, Kibale, Hoima, Kagadi and Masindi in the financial year 

2019/2020. Production is estimated to yield US dollars 24 million with 
Buliisa expected to account for 40%, followed by Hoima 25%, Masindi 

20%, Kagadi 10% and Kibale 5% of the production.

The population size of the above districts in the financial year 2019/2020 is 

estimated as follows:
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Local government Population ‘ million’
Buliisa 0.740
Kibale 0.850

Hoima 0.925
Kagadi 0.540

Masindi 0.460

The Uganda Public Finance Management Act, 2015 provides for the 

sharing of the royalties arising from oil and petroleum production as 
follows:

(i) Government shall retain ninety four percent of the revenue from 
royalties arising from petroleum production and the remaining six 
percent shall be shared among the local governments located within 

the petroleum exploration and production areas of Uganda.
(ii) Fifty per cent of the revenue from royalties due to the local 

governments shall be shared among the local governments involved 

in petroleum production based on the level of production of each 
local government or impact.

(iii) The balance of 50 per cent of the revenue from royalties due to the 
local governments shall be shared among all the local governments 
based on population size, geographical area and terrain.

Required:

Advise Buliisa District Local Government on the amount of oil 

revenue estimate it should include in its annual budget estimates for 
the financial year 2019/2020.

(8 marks)
(Total 50 marks)
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Question 2

You have been appointed a member of an evaluation committee for the 
procurement of a consultant on one of the projects in a ministry. Your 
colleagues have selected you to be the chairperson of the committee given your 

experience and knowledge of procurement matters. The evaluation method to 
be used for this procurement is the ‘quality and cost-based evaluation method’. 

However, some of your colleagues are unfamiliar with this method and would 
like to be guided on the key aspects of the method before they proceed with the 
evaluation process.

Required:

(a) Explain the circumstances under which a bid shall be administratively 

compliant under the preliminary evaluation stage of bids.
(4 marks)

(b) Discuss the procedure for conducting a ‘merit point evaluation’ under the 

detailed evaluation stage of bids.
(10 marks)

(c) Advise your colleagues on the steps they would take to evaluate financial 
bids of the corresponding technical bids that adhered to the minimum 
qualifying scores.

(6 marks)
(d) Illustrate how you would determine the best evaluated bid after obtaining 

scores from the technical and financial bids.
(5 marks)

(Total 25 marks)

Question 3

(a) Your head of human resources has organised a 3-day orientation 

workshop for the newly recruited staff in the different departments of the 
Environment Protection Agency (EPA), an organisation where you are 
working as deputy head of finance. 

Required:

Write brief notes to be presented at the orientation highlighting how the 

new staff should adhere to the following aspects of the Code of Conduct
and Ethics for the Uganda Public Service:

(i) Absence from duty. (2 marks)
(ii) Handling of gifts and bribes. (8 marks)
(iii) Engagement of public officers in political activities. (4 marks)
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(b) The declaration of assets and liabilities is one way Government of Uganda 
is trying to fight corruption and illicit accumulation of wealth by public 

officials. In recent years, the government launched the new Inspectorate 
of Government Online Declaration System (IG-ODS) to help leaders to 

declare their wealth with ease and in time. 

Meanwhile, Mr. Magezi Aloysius, an assistant manager in charge of estates 
in the Ministry of Works, was offered a government vehicle to ease his 

transport when executing his official duties. While he parked the vehicle in 
his compound at night, thieves vandalized it and stole its portable 

components including its computer system. The ministry’s mechanic 
estimated that the cost of repairing the damaged vehicle could be over Shs
31 million.

Required:

With reference to the Leadership Code Act, 2002:

(i) discuss the functions carried out by the Inspectorate in enforcing the 
requirements of the Code.

(5 marks)
(ii) discuss and advise Mr. Magezi on the provisions of the Code 

regarding the abuse of public property.
(6 marks)

(Total 25 marks)

Question 4

(a) Gulu Municipal Council (GMC) acquired a loan Shs 120 million on 1 July, 

2013 from Bank of Africa to construct a new maternity ward with an
operating theatre. It was anticipated that the construction would take 5 
years.  The loan was to be serviced for 6 years at a fixed interest rate of 

12% per annum.

On 1 July, 2013, the municipal engineer, who was expected to return from 

his studies abroad, wrote to the GMC asking for more time and he stated 
that he could return on 1 July, 2015. As a result, no work could be done 
in his absence.

On 1 July, 2014 GMC advised the Town Clerk to invest the Shs 120 million
in treasury bills for 12 months. GMC, at maturity of the treasury bills,

would receive an interest of 10 %.
1 July, 2015 construction of the maternity ward commenced. With 
additional manpower and long working hours, the construction was 

completed on 30 June, 2018. 
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Required:

(i) Assess, with reasons, the treatment of interest in the financial 
statements of GMC in accordance with the requirements of the 
relevant IPSAS for the 6 years.

(12 marks)
(ii) Comment on the disclosures that should be made in the financial 

statements for the above treatment in accordance with the 

requirements of the relevant IPSAS.
(3 marks)

(b) NTM LTD has been operating in Uganda for the last 20 years.  Qataria 
Global Investment (QGI) is the parent company of NTM LTD. QGI
prepares and presents financial statements under IPSAS using the accrual 

basis of accounting.
Required:

(i) Describe the disclosure requirements for investments in NTM LTD 
when QGI prepares separate financial statements.

(5 marks)

(ii) Describe the circumstances under which QGI may not need to 
present consolidated financial statements. (5 marks)

(Total 25 marks)
Question 5

(a) The following information relates to Kiira Municipal Local Government; 
Department of Works and Technical Services for the third quarter of the 
financial year 2017/2018.

Item: Maintenance Civil - Local Materials
Approved budget estimate: Shs 150,000,000.

2018:
(i) 15 January, ordered for hard core 400m3 at a rate of Shs 80,000 per 

cubic metre from Kaimanda, a local supplier. Contract number 

LM001.
(ii) 20 January, ordered for hand crashed aggregates 20m3 at a rate of 

Shs 100,000 per cubic metre from Akankwasa. Contract number 

LM002.
(iii) 27 January, obtained and paid for gravel from Kansiime, 6,000m3 at 

a rate of Shs 9,000 per cubic metre for ongoing road works.
Payment voucher no. KLC 1801001. 

(iv) 1 February, paid for the hard core that was obtained from 

Kaimanda. Payment voucher no.KLC180208.
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(v) 16 February, obtained stone-dust 10m3, from Kirya at a rate of Shs
50,000 per cubic metre. Contract number.LM003.

The cash release from the Ministry of Finance, Planning and 
Economic Development for the quarter was Shs 130 million, under 

the code 228001: Maintenance Civil.

Required:

Prepare a vote book for Kiira Municipal Local Government as per the 
Local Government Financial and Accounting Manual, 2007.

(10 marks)
(b) Local governments in Uganda are required to produce monthly, quarterly 

and annual financial statements. The reporting requirements are 

mandatory and intended to enforce accountability of the local government 
to the relevant stakeholders including the public, central government and 
parliament, among others.

Required:

As Town Treasurer of the recently created Katine Town Council, explain to 
the Executive Committee of the Town Council, the quarterly financial 
statements/ reports to be produced by the head of finance, and head of 

department as per the relevant local government financial reporting 
frameworks. (8 marks)

(c) Mbale City Authority (MCA) had the following transactions for the year 

ended December, 2017:

1. Received a donation of 20 computers from the Netherlands Embassy 

worth Shs 100 million at the beginning of the year.
2. Motor vehicles with accumulated depreciation of Shs 35 million were 

revalued to Shs 55 million by a qualified valuer on the request of the 
City Authority. These vehicles were originally bought at Shs 80
million.

3. The boards of survey confirmed that there were items of stock 
worth Shs 20 million that had not been recorded.

4. It is MCA’s policy to depreciate computers at a rate of 40% per 

annum on straight-line.

Required:

Show the journal entries necessary to account for the above 
transactions for the year ended 31 December, 2017 in accordance 

with the Local Government Financial and Accounting Manual, 2007.
(7 marks)

(Total 25 marks)
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Question 1

(a) The following statement shows the budget estimates and trial balance for 
the National Centre of Breeding and Research (NCBR), a government 
statutory body, for the year ended 30 June, 2017:

Initial budget Actual
Dr. Cr.

Description Shs ‘000’ Shs ‘000’ Shs ‘000’

Multi-lateral development 
partners (donors) (3,000,000) 1,763,000

Transfers received by ministries 
& agencies (10,446,140) 10,068,091
Sale of (produced) government 

properties (1,506,050) 1,227,000
Miscellaneous receipts (150,860) 92,822

Contract staff salaries (incl.
casuals) 3,778,862 3,149,048
Social security contributions 351,063 292,553

Gratuity expenses 647,605 456,337
Medical supplies 2,725,368 2,637,580
Accumulated depreciation:

Buildings 1,050,000 162,500
Machinery & equipment 500,000 97,650

Welfare & entertainment 49,049 40,874
Travel abroad 399,776 182,788
Legal costs 450,000 9,500

Buildings (cost) 2,696,827 2,366,605
Machinery & equipment (cost) 1,245,390 976,502
Non-produced assets (cost) 2,283,200

Cultivated assets (cost) 1,209,110 1,094,128
Revenue bank accounts 781,260

Trade receivables 794,225
Trade creditors 762,000
Deposits received 466,003

Withholding tax payable 82,300
Revenue reserves 343,234

15,064,600 15,064,600

TEST PAPER 5
CPA (U) JUNE 2019 
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Additional information:

1 The National Centre of Breeding and Research (NCBR) prepares its 
financial statements adopting accrual basis accounting and 
International Public Sector Accounting Standards (IPSAS).

2 The policy of NCBR is to depreciate buildings at 5% on reducing 
balance and machinery and equipment at 10% on straight line. The 
property valuer for NBCR, in the year-end report, stated that non-

produced assets had increased by 30%.
3 A reconciliation of changes in the carrying amount of biological 

assets between the beginning and the end of the reporting period 
included in cultivated assets indicated that 70 heads of dairy cattle, 
55 goats and 35 sheep each with a fair value of Shs 1,500,000, Shs 

280,000 and Shs 650,000 per head respectively were either stolen 
or lost.

4 At the beginning of the financial year, NCBR received nitrogen 
conservation equipment from the World Food Security Organization 
as supplementary funding.  It was estimated that in the open 

market, similar equipment costs Shs 870 million inclusive of shipping 
costs while taxes and other direct costs are estimated to result into 
168%, whereas rebates amount to Shs 12 million. NCBR was to 

appropriate this donation under machinery & equipment. 
5 On 10 July, 2016 the Ministry of Agriculture transferred buildings to 

NCBR valued at Shs 975 million. The buildings are to be used by 
NCBR to expand its operations.

6 Three years preceding the current reporting date, NCBR had 

acquired a liquid nitrogen making machine with expected life time of 
15 years at Shs 150 million. The machine was expected to produce 
700 cubic metres of nitrogen for artificial insemination services every 

year. However, due to poor environmental conditions, the machine’s
production capacity during the reporting period had reduced to 380 

cubic metres per year.  The replacement cost three years back of 
such a machine was estimated at Shs 40 million.

7 There was a mischarge on contract staff salaries (incl. casuals) 

amounting to Shs 128 million which was used by senior 
management to travel abroad, while Shs 32.7 million for social 

security contributions were charged on welfare and entertainment. 
While making monthly bank reconciliations, the accountant 
discovered that the cashier receipted revenue up to a tune of Shs 

12.6 million from sale of (produced) government properties as 
miscellaneous receipts.

8 NCBR is authorised to collect non-tax revenue (NTR) to fill central 

government funding gaps and as a result, it sells hybrid agricultural 
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products including lambs, eggs, milk, and chicken and also trains 
farmers in modern farming practices. By the end of the financial 

year, the Centre had generated Shs 245 million in cash and Shs 36
million in credit sales. The Budget Committee had included this 

revenue in the projected sale of (produced) government properties.

Required:

With reference to relevant Public Sector Accounting Standards,
prepare, for NCBR for the year ended 30 June, 2017 a statement of:

(i) financial performance. (13 marks)
(ii) financial position. (14 marks)
(iii) budget performance, clearly showing the variance between 

the approved budget and actual expenditure for revenues and 
operating expenses.

(9 marks)

(b) Of the tasks performed by the Secretary to the Treasury in the budgeting 
process in Uganda are issuing to the sectors the first Budget Call Circular 

by the 15th day of September of every financial year and preparing a 
medium-term expenditure framework, among others. Besides, each sector 
is required to prepare and submit, to the Finance Minister, a budget 

framework paper containing a ‘fiscal risk statement’, who in turn submits a 
compiled statement to parliament for approval.

Required:

With reference to the Public Finance Management Act, 2015 and Public 

Finance Management Regulations, 2016:

(i) describe the contents of the ‘first budget call circular’ and those of the 
‘fiscal risks statement’ in the Budget Framework Paper.

(7 marks)
(ii) explain the items the Secretary to the Treasury bases on in preparing 

the medium-term expenditure framework for the purpose of preparing 
the annual budget.

(4 marks)

(iii) discuss the contents of a request for virement to the Minister of 
Finance by an Accounting officer.

(3 marks)
(Total 50 marks)
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Question 2

(a) Uganda National Forest Authority (UNFA) appointed a Board of Surveys to 
review and identify assets to be disposed of in the financial year 2017/

2018. The Board of Surveys submitted a report (below) in December 2017 
with a list of assets recommended for disposal.

Asset type

Year of 

make

Serial/ 

Engine No. Location

Estimated 

cost/value LOT No.

Shs ‘000’

Generator 2000
CAT123-
004763 HQ yard 500 LOT1/HQ01

Double Cabin 

Pick-up (UAA 900) 1995

RX.05218-

964

UNFA Mbale 

office yard 6,000 LOT1/M02

Mowing machine 2001 GX312-Y347 HQ yard 100 LOT1/HQ02

Motor cycle 1994
YH452-00-
132

UNFA Hoima 
office Yard 450 LOT1/H03

Wheel Loader 1992

GD542-

9H8002

UNFA Rubanda 

office yard 38,000 LOT1/R001

Required:

(i) Using a suitable form as prescribed by the PPDA Act, 2003 and 

regulations 2014, write a requisition for disposal to the accounting 
officer for approval of the above assets. (10 marks)

(ii) As manager in-charge of assets management, advise UNFA on 

appropriateness of public auction as a method of disposing of the 
Authority assets and the rules governing disposal of public assets by 

public auction. (10 marks)
(b) Rukiga Municipal Council invited bids for the disposal of its old assets that 

were recommended by the board of surveys during the month of March 

2018. The bids were received and evaluated to determine the best 
bidders for the various items. However, Tubalemese Ltd (TL), one of the 

companies that had submitted bids but was unsuccessful following the 
evaluation process, wants to lodge a complaint for administrative review 
by the accounting officer.

Required:

Advise TL on what should be included in a complaint letter to the 

accounting officer. (5 marks)
(Total 25 marks) 

Question 3 

(Total 25 marks) 

Question 3 
(Total 25 marks) 

Question 3 (Total 25 marks) 

Question 3 
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(a) “Corruption, fraud and money laundering have affected our public 
institutions’’, as quoted in one of Uganda’s leading daily newspapers.  It all 

started on 2 March, 2018 when Mr. Walugembe, a senior public servant in 
the Ministry of Local Government, signed for and picked the allowances for

his driver and bodyguard but never passed on this money to them. Okello 
(the driver) and Opoko (the bodyguard) were meant to travel with Mr. 
Walugembe upcountry to inspect the progress of the World Bank funded 

construction projects in Mbale and Gulu districts. When they asked Mr. 
Walugembe about their facilitation, he told them that the accountant said 

that the IFMS system was on and off and could not be able to process 
their travel allowances in time.

On returning from upcountry visits, Opoko and Okello went to the 

accountant to inquire about their allowances. The accountant showed 
them the payment voucher where their allowances had been signed for by 

Mr. Walugembe on 2 March, 2018. The accountant told them that Mr. 
Walugembe is a very difficult man who has been accused of money 
laundering, fraud and corruption but is feared within office and no one has 

ever reported him. He advised them to report the matter to any of the 
government agencies that are fighting fraud, corruption and money 
laundering.

Opok and Okello are confused and they have come to you for advice on 
suitable government agencies to report this matter to.

Required:

Discuss the differences in the mandate between the following agencies in 

relation to the above scenario:

(i) Uganda Financial Intelligence Authority and Directorate of Criminal 
Investigation and Crime Intelligence.

(6 marks)
(ii) Office of the Auditor General and Office of the Inspectorate of 

Government.
(7 marks)

(b) The Minister of Finance has appointed you the chairperson of the audit 

committee for the energy and minerals sector of government. This sector 
comprises one ministry and seven agencies.

Required:

In accordance with the Uganda Public Finance Management Act, 2015 
discuss the functions of the sector audit committee.

(12 marks)
(Total 25 marks)
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Question 4

(a) During 2017, a public sector entity changed its accounting policy for the 

treatment of borrowing costs that are directly attributable to the 
acquisition of a hydro electric power station that is under construction. In 

the previous periods, the entity had capitalised such costs. It has now 
decided to expense, rather than capitalise them. Management considers 
that the new policy is preferable, because it results in a more transparent 

treatment of finance costs and is consistent with local industry practice, 
making the entity’s financial statements more comparable.

The entity capitalised borrowing costs Shs 5.2 billion incurred during 2016 
and Shs 10.4 billion in periods prior to 2016. All borrowing costs incurred 
in previous years in respect of the acquisition of the power station were 

capitalised. The accounting records for 2017 show a surplus before 
interest Shs 60 billion and interest expense Shs 6 billion (which relates 

only to 2017). The entity has not recognised any depreciation on the 
power station because it is not yet in use. In 2016, the entity reported a 
surplus before interest Shs 36 billion, opening accumulated surplus was 

Shs 40 billion and closing accumulated surplus was Shs 76 billion. The 
entity had Shs 20 billion of contributed capital throughout, and no other
components of net assets except for accumulated surplus.

Required:

With reference to the relevant International Public Sector Accounting 

Standards (IPSAS), present the public sector entity’s statement of financial 
performance and changes in net assets for 2017, with the 2016 restated 
balances.

(9 marks)
(b) Events after the reporting date are those events, both favourable and 

unfavourable, that occur between the reporting date and the date when 
the financial statements are authorized for issue.

Required:

With reference to the relevant IPSAS, illustrate events that are ‘adjusting’
and ‘non-adjusting’ after the reporting date. (11 marks)

(c) You are the director, finance of Uganda Farmers Authority, a public sector 
entity that prepares its financial statements in accordance with IPSAS. 
Your staff are uncertain about the meaning, examples and the relevant 

IPSAS applicable to ‘bearer plants’, and thus need your guidance in this 
area.

Required:

Advise your staff on the key aspects mentioned above in relation to ‘bearer 
plants’. (5 marks)

(Total 25 marks)
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Question 5

(a) Mabagalo Municipality is one of the recently formed administrative units by 

government in a move to bring services closer to the people. There has 
been a move by councilors to cause the transfer of the town clerk and the 

impeachment of the mayor which has paralysed work at the municipality. 
The councilors accuse the duo of causing financial loss to the municipality, 
abuse of office and misconduct, which accusations they vehemently deny. 

They are further accused of applying the divide and rule approach and 
failure to provide Council with approved budgets and work plans. Other 

accusations include failure to digitalise local revenue collection and failure 
to set up a tax tribunal so that concessions can be reached for people to 
pay property tax. It is estimated that these standoffs have cost the 

municipality over Shs 200 million in uncollected revenue.

You have recently been recruited as the Municipal Treasurer and the 

Council Speaker needs advice to present to Council on the next course of 
action from an informed point of view.

Required:

Write a report to the Council Speaker highlighting statutory functions of 
the following in a local government as per the Local Government 

Institutional Framework:

(i) Mayor. (5 marks)

(ii) Executive Committee. (7 marks)
(iii) Town Clerk. (5 marks)
(iv) Local Government Public Accounts Committee. (3 marks)

(b) You are the revenue officer in Abiritong District Local Government and you 
have received an inspector from the ministry to review your adherence to 

performance standards. This was a week after external auditors visited 
your district in a bid to ascertain the existence of projects reported in your 
financial statements. The newly appointed Accounts Assistant is 

wondering what role she can play during the inspection and audit exercise.

Required:

Describe the duties of accounts staff during the above inspections and 
external audit. (5 marks)

(Total 25 marks)
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Question 1

(a) The following trial balance was prepared by the Ministry of Works and 
Transport (MoWT) as at 30 June, 2017.

Dr. Cr.

Shs Shs
‘million’ ‘million’

Infrastructure, plant & equipment (at cost) 680,000
Property (at cost):

Land 80,000
Buildings 200,000
Accumulated depreciation at the start of the year:

Infrastructure, plant & equipment 180,000
Property 60,000

Capitalised development expenditure:
Project A 78,455
Project B 59,550

Inventory at year end 88,000
Suspense 45

Cash & cash equivalents 200
Long-term receivables from exchange transactions 4,968

Receivables from non-exchange transactions 600
Payables under exchange transactions 2,000
Capital contribution from government 1 July, 2016 352,000

Accumulated revenue reserves 1 July, 2016 9,592
Revaluation reserve 3,200

Revenue contribution from the central government 754,000
Transfers from other government entities 60,000
Employee benefits 65,564

Grants & other transfer payments 130,224
Supplies and consumables used 502,700

General and administrative costs 86,936
Fees, taxes, fines & penalties 552,000
Long-term payables under non-exchange 

transactions 3,200
Long-term superannuation             -      1,250

1,977,242 1,977,242

TEST PAPER 6
CPA (U) AUGUST 2019
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Additional information:

1 The ministry prepares its financial statements on accrual basis in 
accordance with International Public Sector Accounting Standards 
(IPSASs).

2 One of the buildings included in the trial balance was disposed of for 
Shs 390 million at the end of the financial year. The cost, 
accumulated depreciation and balance on the revaluation reserve 

account of this building were Shs 600 million, Shs 280 million and 
Shs 107 million respectively at the time of disposal. However, the 

proceeds were not received by the end of the financial year. This 
transaction has not been accounted for in the books of account of 
the ministry.

3 On 1 July 2016, the ministry entered into an arrangement with a 
private company, Safe Group Services Limited (SGSL) to construct 

and operate four vehicle inspection centres around Kampala city. 
The company incurred Shs 5,250 million to construct all the four 
centres and by 31 December, 2016 all the centres were ready for 

use. The ministry allowed SGSL to collect fees from the vehicles 
being inspected using the ministry approved rates. The 
arrangement provides that SGSL will manage the inspection centres 

for a period of 15 years with the ministry fully controlling and 
regulating the fees. SGSL expects to collect Shs 1,030 million as 

inspection fees per year. The total consideration (Shs 1,030 million) 
reflects the fair values for each of the services provided by the 
operator and is intended to cover the reimbursement to the operator 

for the initial cost of construction and annual operating costs during 
the period. The ministry recognises revenue from the concession 
arrangement on a straight-line basis over the concession period.

4 Projects A and B are both development projects. Project A, relating 
to the design, construction and operation of a plant, commenced 

production three months to the end of the financial year with 
revenues starting to flow in. By the end of the financial year, the 
ministry had earned revenue amounting to Shs 73 million from two 

clients who were expected to pay on 5 August, 2017. This revenue 
has not yet been recognised in the ministry books of account.

5 The balance on the suspense account relates to amounts invested 
on Project C (road maintenance software development costs). 
However, the tests of the software are at present inconclusive.

6 Capitalised development expenditure is amortised at 10% per 
annum using the straight-line method. All infrastructure, plant and 
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equipment, and service concession assets are depreciated at 10% 
per annum using the reducing balance method. Buildings are 

depreciated at 5% per annum on a straight-line.

Required:

Prepare, for the ministry, for the year ended 30 June, 2017 a
statement of:

(i) financial performance. (12 marks)
(ii) financial position. (15 marks)

(b) The following information was extracted from the books of account of the 

Ministry of Fairness and Rule of Law for the financial year ended 30 June,
2018.

Details: Shs
Cash & cash equivalents at the beginning of the year 15,785,546
Domestic arrears paid during the year 900,620,867

Excess of revenue over expenditure for the year 13,055,844,246
Foreign exchange losses 701,278,141
Land-capitalized during the year 850,000,000

Letters of credit receivable at year end 3,491,800,721
Letters of credit receivable prior year but delivered 

during the year 12,500,145,000
Net financial worth for the previous year (9,174,831,000)
Transfers to Treasury – non tax revenue 456,400,679

Net increase of cash & cash equivalents during the 
period 74,097,499
Over statement of prior year cash balance 855,517

Total expenditure per appropriation account 52,773,056,000
Transfers to the consolidated fund (previous year 

unspent balances) 4,079,545
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Required:

With reference to the Government of Uganda Financial Reporting 
Templates 2018, prepare for the ministry:

(i) Statement of net worth as at 30 June 2018. (4 marks)

(ii) Reconciliation of movement of cash during the year ended 30 June
2018.

(4 marks)
(iii) Statement of reconciliation between total expenditure per statement 

of Appropriation Account to total expenditure in the statement of 

financial performance for the year ended 30 June 2018.
(7 marks)

(c) The following expenditure items were extracted from the trial balance of 
the Ministry of Equal Opportunities for the year ended 30 June 2019. The 
ministry classifies and reports its expenditure in accordance with the 

Government of Uganda Chart of Accounts, 2016:

Details: (Shs)
Allowances 545,163,101
Transfers to Treasury 100,000,000

Contributions to autonomous institutions 330,000,000
Depreciation for transport equipment 20,000,000

Ex-gratia for other retired & serving public servants 400,269,800
Fuel, lubricants & oils 400,900,451
Gratuity expenses 807,900,000

Maintenance - vehicles 160,000,000
Depreciation for residential buildings 84,202,000
Social security contributions 54,700,571

Staff training 150,056,790
Development grant 119,000,000

Maintenance - civil 209,600,800
Travel inland 234,104,000
Workshops and seminars 74,100,000

Depreciation for machinery and equipment 50,000,000
3,739,997,513
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Public Sector Accounting and Reporting - Paper 14

Required:

Classify the above expenditure items based on their nature as per the 
expenditure classifications in the statement of financial performance in the 
Government of Uganda Financial Reporting Templates 2018.

(8 marks)
(Total 50 marks)

Question 2

You are the Director Corporate Services, for Uganda National Tax Collections 
Authority (UNTCA). Your Directorate comprises of five departments including 

Finance and Accounts, Administration, Procurement, Human Resources and 
Information & Communications Technology. The UNTCA Board has approved 

the recommendation of the Board of Survey to dispose off a number of assets of 
the UNTCA which include: vehicles, computers, furniture, and equipment, among 
others. However, the UNTCA Board is uncertain about the conditions and rules 

for disposal of public assets.

Required:

With reference to the Public Procurement and Disposal of Public Assets (PPDA) 
Regulations, 2014 prepare a brief, to the Board of UNTCA, on the following 

aspects:

(a) Conditions for disposal of public assets by use of:

(i) public auction. (5 marks)
(ii) sale to public officers. (3 marks)
(iii) direct negotiations. (2 marks)

(iv) donation. (2 marks)
(b) Rules for disposal of public assets by public auction. (8 marks)

(c) What the procuring and disposing entity should take into account when 
procuring an auctioneer.

(5 marks)

(Total 25 marks)
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Question 3

(a) You are a senior accountant in the Ministry of Health. The ministry has 
recruited two accountants that will be reporting to you as their line 
supervisor. You have been asked to prepare orientation notes that will 

guide the new staff in understanding the budget codes used in the 
Integrated Financial Management System (IFMS).

Required:

Prepare briefing notes in which you discuss the structure of the 

government of Uganda chart of accounts 2016.
(15 marks)

(b) The implementation of IFMS was motivated by the Uganda Government’s 

desire to improve efficiency in budget preparation, execution and financial 
reporting. The Oracle-based IFMS is currently being rolled out in all 
ministries, agencies and local governments, while the Navision based IFMS 

is being phased out from local governments that had earlier been set up 
on that system. 

Required:

Discuss how the modules under the Oracle-based IFMS enhance budget 

preparation, execution and financial reporting.
(10 marks)

(Total 25 marks)

Question 4

(a) Umoja Telecom Limited (UTL) is a public sector entity established to 

provide telecommunication services.  On 30 June, 2017 UTL set up a 
foreign subsidiary Afrique Telecom Limited (ATL) in South Sudan in order 

to expand its operations and take advantage of regional integration.  UTL 
subscribed South Sudanese pounds (SS£) 24,000,000 for share capital 
when the exchange rate was SS£ 2 = Shs 1.  UTL’s financial year ends 31 

December.

On 28 December, 2017 ATL borrowed SS£ 72,000,000 from South Sudan 

Development Bank and bought a non-monetary asset for SS£ 96,000,000. 
ATL’s financial year ends on 31 December.

UTL prepared its accounts on 31 December, 2017 and by that time, the 
exchange rate had moved to SS£ 3 = Shs 1.

Due to highly unusual circumstances and political instability, ATL sold its 
asset early in 2018 for SS£ 96,000,000.  It repaid its loan and was 

45



liquidated.  UTL's capital of SS£ 24,000,000 was repaid in February 2018 
when the exchange rate was SS£ 3 = Shs 1.

Required:

(i) Account for the above transactions in the books of UTL as if ATL has 

a different functional currency from that of UTL.
(6 marks)

(ii) Assess the factors management of UTL must take into account when 
determining the functional currency of a foreign operation (ATL).

(4 marks)

(b) Uganda Public Railways Authority (UPRA) is a public sector entity that 
prepares and presents financial statements using accrual basis of 

accounting.  During the financial year 2017/2018, UPRA elected to make 
its budget publicly available.  The Head of Finance and Accounts has 
organised a retreat to educate the staff in the department on the 

requirements of making budgets publicly available.

Required:

With reference to IPSAS 24: Presentation of Budget Information in 
Financial Statements, write a briefing to your colleagues in the Finance 

and Accounts department on the following:

(i) ‘Annual budget’, ‘approved budget’ and ‘final budget’. (3 marks)
(ii) Disclosure requirements for the Standard. (4 marks)

(c) A government may elect to prepare and present information about the 
general government sector (GGS) in their consolidated financial statements 

in accordance with International Public Sector Accounting Standards 
(IPSASs) and in some jurisdictions, in accordance with statistical bases of 
financial reporting. Statistical bases of financial reporting and IPSASs have 

many similarities and differences in their treatment of particular 
transactions and events.

Required:

Discuss the key areas of difference between the IPSASs and statistical 

bases of financial reporting. (8 marks)
(Total 25 marks)
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Question 5

You recently applied for the position of senior financial management specialist for 
the Financial Management & Accountability Programme (FINNAP) under the 
Ministry of Monetary Affairs and Economic Policy.  You were subsequently invited 

for an interview during which you were asked questions relating to the Public 
Financial Management Act, 2015 and Public Financial Management Regulations,
2016:

Required

In relation to the Act and the Regulations referred to above, explain the 
following:

(a) Relevance of contingencies fund and how it is managed. (6 marks)
(b) Procedures for withdrawal from the consolidated fund. (6 marks)
(c) Relevance of a board of survey and how it is conducted in ministries.

(6 marks)
(d) Procedure for collection and deposit of petroleum revenues into the 

petroleum fund and withdrawal therefrom.

(4 marks)
(e) Classified expenditures and how they are accounted for. (3 marks)

(Total 25 marks)
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Question 1

(a) The information presented below relates to Kako Municipal Council (KMC)
for the year ended 30 June, 2019.

Statements of financial position:
2019 2018

Shs ‘000’ Shs ‘000’

Current assets:
Cash 87,000 351,000

Short-term investments (call deposit 
accounts) 429,000 138,000
Trade receivables 822,000 972,000 

Inventories 1,080,000 681,000
2,418,000 2,142,000

Non-current assets:

Investment property 300,000 300,000
Development expenditure 870,000 480,000

Property plant & equipment (PPE) 2,475,000 1,911,000
3,645,000 2,691,000

Total assets 6,063,000 4,833,000

Current liabilities:
Bank overdraft 396,000 162,000
Withholding tax payable 312,000 594,000

Loan interest payable 15,000 -
Trade creditors 822,000 1,056,000

Advances from other government units 2,400,000 1,500,000
Finance lease liabilities 51,000 36,000

3,996,000 3,348,000

Non- current liabilities:
6% loan from multi-laterals 450,000 300,000

Finance Lease liabilities 300,000 240,000
750,000 540,000

Total liabilities: 4,746,000 3,888,000

Net worth/ equity:
Revaluation surplus 456,000 180,000
Reserves 861,000 765,000

1,317,000 945,000
Total equity and liabilities 6,063,000 4,833,000

TEST PAPER 7
CPA (U) NOVEMBER 2019
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Summary of statement of financial performance.

Shs ‘000’
Total revenue 4,428,000

Operating expenses (classified by nature) (2,886,000)

Other expenses (471,000)
Finance costs (45,000)

Surplus/ deficit from operating activities 1,026,000
Transfer to treasury- WHT amount not remitted (486,000)

Transfers to treasury- others (468,000)

Gain on revaluation of PPE 300,000
Total surplus/ deficit for the year 372,000

Additional information:
1 KMC prepares its financial statements in accordance with International 

Public Sector Accounting Standards (IPSAS) on accrual basis.
2 The trade receivables relate to property rates revenue not received by 

end of the period.

3 During the financial year ended 30 June 2019, expenditure on 
development totaled Shs. 570,000,000. This expenditure relates to 

designing of local revenue management system that is under 
development and is accounted for according to the relevant IPSAS.

4 In the financial year ended 30 June 2019, items of Plant, Property and 

Equipment (PPE) with a net book value Shs 309,000,000 were sold for 
Shs 330,000,000. This was fully accounted for in the books of KMC. 
Depreciation charged in the year on PPE totaled Shs 171,000,000 and 

KMC’s policy is to transfer extra depreciation on revalued PPE to 
reserves. Depreciation based on historical cost in the financial year 

ended 30 June 2018 is Shs 147,000,000. KMC purchased PPE Shs 
168,000,000 by means of finance leases, payments being made in 
arrears on the last day of each financial year.

5 KMC also received authority and invested funds in call deposit accounts 
with a commercial bank. The Municipal Council classifies them as cash 

equivalents.
6 A new 6% loan from Multi-lateral Development Partners was received 

on 1 July, 2018. Finance costs indicated on the statement of financial 

performance relate to interest charges.
7 During the year, KMC received advances from other government units 

as deposits received to implement community development projects. 

These advances are accounted for as conditional grants.
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8 On 30 June, 2019, an electronic funds transfer of an amount equal to 
Shs 486,000,000 was made to treasury. This amount related to 

withholding tax that should have been remitted to the tax authority by 
30 June, 2019. Additional transfers to the Treasury related to un-

committed conditional grants from central government.

Required:
(i) Prepare, for KMC for the financial year ended 30 June, 2019, a 

cash flow statement using indirect method.
(35 marks)

(ii) Discuss the need for public sector entities to prepare cash flow 
statements at the end of their financial or accounting period.

(5 marks)

(b) Public Finance Management (PFM) comprises diverse functions including 
planning, budgeting, revenue collection, procurement, cash and 

commitments management, payments management, asset management, 
liability management, accounting, reporting, auditing, and fiscal oversight. 
In practising PFM, the public officers are expected to adhere and comply 

with the various legal and regulatory provisions.

Required:

Describe the legal and regulatory frame work for financial reporting in 
Uganda.

(10 marks)

(Total 50 marks)
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Question 2

The Public Procurement and Disposal of Public Assets (PPDA) Authority organized 
a workshop for all procurement officers of public sector entities. Among the key 

highlights of the workshop was the discussion of procurement contracts 
awarding, contracts pricing, issuing and management for public sector entities as 
per the PPDA regulations, 2014.

After attending the workshop, your head of department has asked you to make a 

presentation to other departmental staff about the salient features of contracts 
management as learned from the workshop.

Required:

In your presentation, discuss the:
(a) necessary pre-conditions before issuing a contract document or purchase 

order by a procuring and disposing entity, in accordance with PPDA 

regulations, 2014.
(9 marks)

(b) roles carried out by a Contracts Manager in order to discharge his or her 

obligations  
(9 marks)

(c) conditions that must be met before a contract is amended and issued to 
the provider.

(7 marks)

(Total 25 marks)
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Question 3

Debt can be an important instrument in a government's financing strategy, but 
excessive buildup or poor management of debt can create serious economic 
problems. The Government of Uganda introduced the Debt Management and 

Financial Analysis System (DMFAS) to attain effective practical solutions that 
support the country to achieve good debt management. The overall development 
objective is to strengthen government’s capacity to manage their debt effectively 

and sustainably, in support of poverty reduction, development and good 
governance.

Required:
(a) Discuss the key operational areas that should be carried out by debt 

officers under the DMFAS that enables it achieve its objectives.
(13 marks)

(b) Present the case for the implementation of the DMFAS by Government of 

Uganda.
(12 marks)

(Total 25 marks)

Question 4

As per legislative and policy frameworks for public debt management such as 
PFMA 2015, Public Debt Management Framework (2013) and Medium Debt 

Management Strategy, a public entity, Uganda Infrastructure Development 
Authority (UIDA) obtained various loans through the Ministry of Finance with an 
aim of addressing infrastructural constraints and achieve the country’s 

development objectives.

On 1 January 2016, the following loan agreements were concluded and loans 

obtained:

15% African Development Bank loan constituting 48% of the total borrowing, 

12% World Bank loan forming 28% of the total borrowing, 17% China Exim 
Bank forming 10% of the total borrowing, while 14% Islamic bank loan 
contributing 14% of the total borrowing.

The total borrowed from these institutions amounted to Shs 90.7 billion and are 
all considered as non-concessionary loans.

As per loan agreements, interest rates are fixed per annum as simple interest 
rates and amounts are denominated in Uganda Shillings.

There was a requirement from China Exim Bank to pay 1% loan management 
fee upfront and depositing minimum required funds on the repayment reserve 
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account. Related loan terms led to delay for 151 days before amounts borrowed 
could be disbursed for their projects. 

The funds in the pool were then disbursed on 1 June, 2016 for the construction 
works to commence on the projects as follows:

1 Construction of the bridge and the road: 60% of the funds were disbursed 
on 1 June, 2016 for construction of Kasa Bridge and Kumba-Buma road. 
The actual construction of the bridge commenced on 1 August, 2016 

following the completion of the procurement process that involved hiring a 
supervising consultant while work on the road commenced on 1

September, 2016 following resolution of a case from actions of a whistle 
blower in which a tender award to NKA construction company was being 
investigated on grounds of procurement irregularities.

2 Markets and agricultural trade improvement program for construction of 
Pabo central market building: 10% of the funds were disbursed but 

construction works started on 1 July, 2016.
3 Higher Education Service Sector (HESS): 15% of the funds were disbursed 

on 1 June, 2016 for construction of National Science and Technology 

library and construction works commenced on 1 July, 2016 following floods 
that had covered the site for one month and needed proper architectural 
design to avoid future occurrence. The contractor was meant to start 

works on 1 June, 2016.
4 15 % of the funds was also disbursed on 1 June, 2016 for construction of 

National Production and Incubation Facility (NPIF) but construction works 
were delayed until 1 March, 2017 due to the process of relocating and 
resettling squatters at the site.

5 Borrowing costs attributable to acquisition, construction or production of 
qualifying assets are capitalised.

6 All borrowing costs were incurred and accounted for by UIDA through their 

annual budget allocations. By 30 June, 2017, all construction projects were 
still in progress.

Required:
(a) With reference to the relevant IPSAS, calculate the borrowing costs 

for expensing and capitalising per project during the two financial 
years.

(20 marks) 

(b) In regard to borrowing costs, show extracts of statement of 
financial performance and statement of financial position for the 
two financial years.

(5 marks)

(Total 25 marks)
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Question 5

(a) The Local Government Institutional and Legal Framework provides for the 
political and administrative setup of local governments, the election of local 
councils and for any other matters connected to the administration and 

operations of local authorities.

In view of the above provisions, you have been requested by Ministry of 

Governance (MoG) to make a presentation at a local government staff 
workshop.

Required:
In your presentation, discuss the:
(i) functions of the Chief Administrative Officer as per Local Government 

Act, 1997.
(10 marks)

(ii) duties of Head of Finance as per Local Government Finance and 

Accounting Regulations, 2007.
(10 marks)

(b) The Local Government Act, 1997 provides for the establishment of Local 
Government Public Accounts committee (LGPAC) comprising four members 
appointed by the district council on the recommendation of the District 

Executive Committee and one member appointed in the case of a district 
with more than one urban authority, by an electoral college of the urban 

council executive committee members in that district; and in the case of a 
district with only one urban authority, by the urban council on the 
recommendation of the urban executive committee.

Required 
Discuss the grounds on which a member of the LGPAC may be removed 

from the committee. 
(5 marks)

(Total 25 marks)
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Question 1

(a) The University of Oregan (TUO) was established, in 1962, by an Act of 
Parliament to provide quality high education and research in health and 

agricultural sciences in Uganda under the Ministry of Educational Services. 
TUO was subsequently chartered as a public university in 2001 as per The 

Universities and Other Tertiary Institutions Act, 2001.

In 2000, TUO established the Agriculture Study and Research Centre 
(ASRC) to address the emerging challenges of pests and disease control in 
the agricultural sector especially the cassava mosaic, banana weevils and 

desert locusts that threatened the livelihood of a predominantly 
agricultural economy. Although the university receives funding from the 

Government of Uganda, the ASRC was established by TUO, not the 
government, with assistance from World Health Organisation (WHO) and 
Food and Agricultural Organisation (FAO). The centre follows policies 

established by the University Council and is manned by a manager and 
staff appointed by TUO with its own budget. 

By March 2020, TUO had total capitalisation of Shs 272 billion in 
infrastructure and other investments in the ASRC and the balance being 

from WHO and FAO capitalisation contribution for their share as partners 
in the centre’s research activities.

The following statements of financial position as at 31 March, 2020 are for 
TUO and ASRC:

TUO ASRC 

Assets Shs ‘million’ Shs ‘million’ 
Current assets:

Cash and cash equivalents 15,000 8,500
Receivables 4,300 402
Staff advances 540 24

Inventory 1,520 275
21,360 9,201

Non-current assets:

Long term receivables-exchange transactions 670,000 2,900
Other investments 630,000 1,899
Investment property 185,000 -

Investment in ASRC 272,000
Infrastructure, property, plant and equipment 1,820,000 690,000

3,577,000 694,799

Total assets 3,598,360 704,000

TEST PAPER 8
CPA (U) DECEMBER 2020
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TUO ASRC 
Assets Shs ‘million’ Shs ‘million’ 

Liabilities
Current liabilities:
Pension contribution 85,000 15,000

Payables 315,000 120,000
Withholding tax 105,000 32,000
Gratuity payments 200,000 17,000

Short-term borrowing 450,000 19,000
1,155,000 203,000

Non-current liabilities:
10 year EADB loan 135,000 2,000
Net assets/ equity

Capital contributed by:
Capitalisation grants 1,996,860 320,000
Revaluation reserves 115,000 94,000

Accumulated revenue reserves 196,500 85,000
2,308,360 499,000

Total equity and liabilities 3,598,360 704,000

Additional notes:

1 The university prepares and presents its financial statements using 

the accrual basis of accounting.
2 In April 2019, TUO acquired a 10-year EADB loan at an interest rate 

of 12% per annum for expansion of library facilities at both the ASRC 
and TUO campuses. The expansion of the library facilities at the main 
campus started immediately. However, work at the ASRC could not 

commence due to delays in designs, by the consultant, for expansion. 
The funds were immediately invested in treasury bills for one year at 
5% yield at maturity. No entry on borrowing costs had been made. It 

is TUO’s policy to capitalise borrowing costs.
3 During the year, TUO transferred stock of laboratory consumables 

worth Shs 45 million to ASRC at cost price to cater for emergency 
stock out. ASRC is expected to payback the stock items when its 
procurement is concluded by May 2020. This transaction is reflected 

in both records.
4 In March 2014, ASRC received a capital grant Shs 2 billion given for 

the express purpose of purchasing a new research equipment for 
banana weevil studies with an expected useful life of 20 years. The 
equipment was purchased at a cost Shs 2 billion in the same year. By 

March 2020, the use of the equipment had declined due to changes 
and advancement in technology used in similar equipment for in-
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depth research as the newer model provides more accurate data. A 
new similar equipment with the same functionality in the market 

currently costs Shs 1.250 billion. It is TUO’s policy to assess the 
impairment loss annually.

5 During the year ended 31 March 2020, the university transformed one 
of the hostels previously rented out to post graduate students as 
additional source of revenue into a lecture theatre. The value of this 

building is Shs 8.5 billion and is included in the investment property. 
The university depreciates all buildings at rate of 5% per annum. 

There was also a change to property asset of ASRC during the year 
which was not reflected in the books of account. One of the buildings 
was disposed of for Shs 140 million. The cost, accumulated 

depreciation and balance on revaluation reserve in respect of this 
building at the time of disposal were Shs 180 million; Shs 75 million 

and Shs 15 million respectively.
6 The inventory reported in the statement of financial position of TUO 

includes stock of educational training materials that were damaged by 

heavy rains that devastated the country in the months of October-
December 2019. The cost of this inventory was Shs 60 million at the 
time they were bought. The university has tried to find alternative use 

of these materials but seems it has hit dead end other than selling it 
to China Xjing Ting Paper Factory Ltd at Shs 8 million. The factory can 

recycle it for toilet paper. 

Required: 
(i) Prepare, for The University of Oregan and its controlled entity,

a consolidated statement of financial position as at 31 March, 2020.
(Show all the necessary workings).

(27 marks)
(ii) Evaluate the other non-financial benefits that may accrue to TUO 

due to its involvement with ASRC.

(8 marks)
(iii) Advise TUO on the recognition of revenue arising from use, by other 

parties, of the entities’ assets yielding interests, royalties and 
dividends in its books of account.

(5 marks) 
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(b) The Public Finance Management Act, 2015 as Amended and the Public 
Finance Management Regulations, 2016 require that the Parliament of 

Uganda enacts the Appropriation Act for each financial year. 

Required:

With reference to the above legislations, discuss the:
(i) purpose of the Appropriation Act (3 marks)
(ii) requirements on expiry of appropriations (4 marks)

(c) The Public Finance Management Act, 2015 as Amended requires that 
Parliament may approve a supplementary appropriation or the Minister 

may approve a supplementary budget, as the case may be, where the 
supplementary expenditure is unabsorbable, unavoidable and 

unforeseeable. 

Required:
With reference to the above statement, explain what is meant by 

‘unabsorbable’, ‘unavoidable’ and ‘unforeseeable’.
(3 marks)

(Total 50 marks)

Question 2

(a) The Public Procurement and Disposal of Public Assets (PPDA) Act, 2003 
has gone through a number of amendments to ensure transparency and 

ease of the way in which public expenditure on procurement is done. 
There have been a number of complaints about long delays in 

administrative reviews and procurement procedures.

Required:
With reference to the Public Procurement and Disposal of Public Assets 

(PPDA) Act, 2003 as Amended, discuss the powers of the Public 
Procurement and Disposal of Public Assets Appeals Tribunal.

(8 marks)
(b) The procurement and disposal plan, as per the Public Procurement and 

Disposal of Public Assets (PPDA) Act, 2003 as Amended, shall be prepared 

and submitted by a procuring and disposing entity (PDE) each financial 
year to the Secretary to the Treasury and to the PPDA Authority.
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Required:
Discuss the contents of an annual procurement plan.

(10 marks)
(c) The PPDA Regulations, 2014 as Amended prescribe the format of the 

requisition for disposal of assets in public entities as per Form 28.

Required:
Discuss the contents of the requisition for disposal of assets in accordance 

with the PPDA Regulations, 2014 as Amended.
(7 marks)

(Total 25 marks)

Question 3

(a) The Government of Uganda imposed a ban on motor vehicles purchase 

expenditure due to budget constraints and escalating demands for new 
vehicles from Ministries, Departments and Agencies (MDAs). In order to 

facilitate and not stifle its activities, Kachecka Railways Authority (KRA) 
entered into an arrangement with Toyo Uganda Limited (TUL) to supply 
new vehicles to KRA to be used during the 4 years’ period the ban is 

expected to last.
The agreement provided that KRA is responsible for all the running costs 
of the vehicles that include fuel, insurance, maintenance and an option of 

buying the vehicles at a price not above the market price when the ban is 
lifted.

TUL supplied 2 new 4WD Hilux pick-up trucks whose market value at time 
of the agreement was Shs 130 million each. The annual lease payments 

for each vehicle is Shs 40 million payable in arrears over a period of 4 
years when the ban is in force and the guaranteed residual value is Shs 50 
million. The interest rate implicit in the lease is 18%. It is KRA’s policy to 

depreciate such similar assets at 10% per annum on cost.
Kachecka Railways Authority prepares and presents financial statements 
under accrual basis of accounting.

Note: You may assume a present value interest factor and present value 
factor for an annuity of 0.516 and 2.690 respectively.

Required:
(i) Discuss, with suitable computations, the accounting treatment of the 

above transaction in KRA’s books of account in accordance with the 
relevant International Public Sector Accounting Standard.

(7 marks)
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(ii) Show extracts from the statements of financial performance and 

financial position for the first two years of the lease. 

(8 marks)
(b) IPSAS 19: Provisions, Contingent Liabilities and Contingent Assets requires 

certain information to be disclosed about contingent liabilities and 
contingent assets in the notes to the financial statements to enable users 

to understand their nature, timing, and amount.

Required:

(i) Explain the difference between a provision and contingent liability.
(5 marks)

(ii) Discuss the recognition criteria and measurement base(s) for a 

provision as prescribed by the Standard. 
(5 marks)

(Total 25 marks)

Question 4

(a) The Government of Uganda has put in place a number of institutions and 

bodies to ensure that funds appropriated for both recurrent and capital 
expenditure are utilised as per appropriations. However, there seems to be

mixed perceptions in the public regarding the roles played by these 
institutions in relation to public finance management and abuse of public 
property. “Office of the Auditor General, State House Anti-corruption Unit, 

Inspectorate of Government, Financial Intelligence Authority—all seem to 
do the same work”, remarked one of the participants in a recent Anti-
corruption walk.

Required:
With reference to the Public Finance Management Act (PFMA), 2015 as 

Amended, National Audit Act, 2008 as Amended and any other relevant 
legislation, discuss the roles played by the following institutions/ bodies in 

public finance management:
(i) Office of the Auditor General (6 marks)
(ii) Inspectorate of Government (6 marks)

(iii) Parliament of Uganda (3 marks)
(b) Financial statements provide users with information about an entity’s 

resources and obligations at the reporting date and the flow of resources 

between reporting dates. This information enables users to assess an 
entity’s ability to continue to provide goods and services at a given level

and the level of resources that may need to be provided to the entity in 
future so that it can continue to meet its service delivery obligations.
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Required:
With reference to relevant International Public Sector Accounting 

Standards (IPSASs), discuss the overall considerations in the presentation 
of financial statements in order to achieve the overall objective of financial 

reporting.
(10 marks)

(Total 25 marks)

Question 5

(a) Mr Acedunai Ambrose is employed by the Ministry of Fairness and Justice 
as Principal Attorney (PA) and is regarded highly by his peers in the 

profession in terms of wealth of knowledge acquired over a relatively long 
period of service. It is also a well-known secret that Mr Acedunai Ambrose 
enjoys gossip and he is the “unofficial spokesperson” of his colleagues and 

the Ministry. He recently acquired an SUV Range Rover UBH series and 
was overheard telling one of his “evening classmates” at Club Sunset how 

a client gifted him with this vehicle in exchange for information on the 
case he was handling. It is also rumoured that he has vowed never to 
declare his income, assets and liabilities as required by the Leadership 

Code of Conduct. The conduct of Mr Acedunai Ambrose was recently a 
side topic of discussion by his peers in the workshop organised by his 
department where he was not a participant and they resolved to forward 

him for disciplinary action.

Required:

(i) Advise Mr Acedunai Ambrose and his workmates on the work ethics 
and conduct for public officers in relation to secrecy and 

confidentiality of information and conflict of interest.
(11 marks)

(ii) Discuss the challenges of enforcing the Leadership Code of Conduct.

(6 marks)
(b) The Ministry of Domestic Affairs (MDA) through the Directorate of 

Immigration developed a new software system to enable quick and 

effective online application for and processing of passports as well as 
citizenship verification so as to improve service delivery. 

During the financial year ended 30 June 2019, expenditure incurred for 
the development of the system was Shs 12 billion of which Shs 2.5 billion 

was incurred before 1 February, 2019 and Shs 9.5 billion was incurred 
between 1 February, 2019 and 30 June, 2019.
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On 1 February 2019, MDA was able to demonstrate to the media and other 
stakeholders how the newly developed software system works and the 

tests on pilot passport prints were successful. 

The recoverable service amount of the system including future cash 

outflows to complete the development before it is available for use is 
estimated to be Shs 3.2 billion which had already been provided in the 
budget for financial year 2019/ 2020.

Required:
Advise the Ministry of Domestic Affairs on the accounting treatment of the 

above expenditure in its books of account for year ended 30 June, 2019 in 
accordance with the relevant International Public Sector Accounting 

Standard.
(8 marks)

(Total 25 marks)
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Question 1

(a) The following trial balance, as at 30 June 2019, is for Bugiro Municipal 
Council (BMC):

Dr Cr
Shs ‘000’ Shs ‘000’

Motor vehicles 320,000

Property 810,000
Accumulated depreciation (1 July 2018):

Motor vehicles 82,000
Buildings 125,000

Local service tax 25,000

Travels inland 83,250
Allowances 56,500

Bank accounts 226,000

Property rates 15,000
Taxi park fees 80,000

Land fees 48,500
Transfers from Central Government 3,970,750

Transfers from other Local Governments 28,000

Fines 8,000
Sundry revenue 7,000

Pension contribution 45,000

Receivable from exchange transactions 8,000
Health and environment 600,000

Administration 722,000
Internal audit 94,000

Education 2,845,000

Works 624,000
Finance 97,000

Staff advances 117,000

Local hotel levy 29,320
Grants from development partners 1,886,823

Fund balance 259,357
Honorarium to Town Clerk 7,000

6,609,750 6,609,750

TEST PAPER 9
CPA (U) MARCH 2021
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Additional information:
1 Bugiro Municipal Council (BMC) prepares its financial statements in 

accordance with International Public Sector Accounting Standards 
(IPSASs) on accrual basis.

2 It is the policy of BMC to depreciate its motor vehicles at 20% per 
annum and buildings at 5% per annum using reducing balance and 
straight-line methods respectively. 

3 The value of land included under property is Shs 300 million.
However, BMC had engaged a professional valuer to value its land 
since it had not done so for the last 20 years. The land was revalued 

to Shs 420 million but this was not reflected in the accounts.
4 Grants from development partners include Shs 1.5 billion conditional 

grant for construction of a modern market and the balance was 
unconditional. By the end of year, BMC had only met 80% of the 
financing conditions.

5 During the year, the taxi operators went on a week-long strike 
protesting the increase in loading and unloading fees in the park and 
an amount totaling to Shs 5.2 million was not collected during this 

period. The Municipal Council passed a resolution to waive this 
amount as uncollectable. Land fees totaling to Shs 8.3 million was 

prepaid by the year end.
6 During stock and cash count at the year end, it was realised that 

maintenance materials for works valued at Shs 124 million had not 

been consumed and cash Shs 14 million was found missing in 
December 2018. The senior cashier who was in-charge was 

prosecuted in the courts of law and dismissed. The money was,
however, not recovered and is part of staff advances. Efforts by the 
Council to recover the money were futile as the cashier died without 

any known estate.

Required:

Prepare, for the financial year ended 30 June 2019, Bugiro Municipal 
Council’s statement of:
(i) Financial performance (16 marks)

(ii) Financial position (9 marks)
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(b) In accordance with the relevant International Public Sector Accounting 
Standard, discuss the:

(i) Disclosure requirements for inventories (5 marks)
(ii) Costs excluded from the cost of inventories and recognised as 

expenses in the period.
(3 marks)

(c) The following transactions of Kanyum Municipal Council took place during

the year ended 30 June 2019:

Buildings carried at a revalued amount Shs 450 million were disposed of

for Shs 430 million. The accumulated depreciation and revaluation surplus 
were Shs 80 million and Shs 75 million respectively.

The Council also acquired furniture and fixtures worth Shs 155 million 
during the year through part-exchange of old furniture at an agreed 
amount Shs 28 million and the balance was paid by cheque. At the time of 

the part-exchange, the old furniture had a cost Shs 62 million with 
accumulated depreciation Shs 30 million as per the records.

Required:
With reference to the above transactions, advise Kanyum Municipal Council 
on the:

(i) Journal entries to be passed (4 marks)
(ii) Gain or loss on disposal, if any (4 marks)

(d) The following revenue items were extracted from the books of Mayoga
Local Government for the year ended 30 June 2019:

Details Shs

1 Arrears brought forward at 1 July 2018:
Property rates 350,000
Taxi park fees 3,025,867

Land fees 1,358,000
Investment income 2,000,000

Fines 561,879
Sundry revenue 2,584,365
Local hotel levy 52,400

2 Amounts billed and expected during the year:

Property rates 7,500,000

Taxi park fees 62,540,250
Land fees 25,238,456
Investment income 12,560,000

Fines 3,245,684

Sundry revenue 4,500,061
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Local hotel levy 2,025,800
3 Amounts collected during the year:

Property rates 7,500,000
Taxi park fees 54,325,943

Land fees 24,537,450
Investment income 12,560,000
Fines 3,807,563

Sundry revenue 6,250,100
Local hotel levy 1,978,526

4 10% of the taxi park fees collected remained unspent at year end. All 

investment income collected was transferred to the Uganda 
Consolidated Fund.

Required:
Prepare, for Mayoga Local Government, a statement of outstanding 

arrears of revenue (by source of revenue) with reference to the 
Government of Uganda Financial Reporting Templates, 2018. 

(9 marks)

(Total 50 marks)
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Question 2

(a) Uganda National Agriculture Authority (UNAA) advertised in the national 
Gazette inviting bids for works, supplies and consultancy services for the 
financial year ending 30 June 2021. The process was all smooth until a

whistle blower sent a dossier to the Inspectorate of Government 
questioning the choice of the procurement method (direct procurement) 

that UNAA had adopted to use as opposed to competitive procurement 
method. The dossier predicts likely loss to Government if UNAA is allowed 
to continue with the procurement process. It is also alleged that some 

bidders were disqualified by UNAA on baseless grounds.
The Board of Directors of UNAA is concerned with the allegations raised in 
the dossier.

Required:
With reference to the Public Procurement and Disposal of Public Assets 

Act, 2015 (as amended) and PPDA Regulations, 2014, advise the board on
the:

(i) Basic qualifications criteria for all bidders in order to participate in 
public procurement or disposal.

(6 marks)

(ii) Factors that determine the choice of procurement method to be 
used.

(4 marks)

(iii) Circumstances under which direct procurement method may be used 
as opposed to competitive methods.

(6 marks)
(b) The Inspectorate of Government and the Police recently launched parallel 

investigations into the disposal of public assets by Uganda National Gas 

Organisation (UNGO). However, they were alarmed by lack of information 
and records regarding what was disposed of by UNGO over the past 

financial years.

Required:
Prepare a memo to advise the management of UNGO on the records of 

disposal that must be maintained by a Procuring and Disposing Entity 
(PDE).

(9 marks)
(Total 25 marks)
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Question 3

(a) The Public Finance Management Act (PFMA), 2015 provides for 
establishment of the petroleum fund and for its overall management. As a
specialist in public finance management, you have been invited to make a 

presentation to the Members of Parliament (MPs) on the Economy and 
Natural Resources Committee of the Parliament of Uganda.

Required:
Advise the MPs on the following:
(i) Transfers of petroleum funds to the consolidated fund (5 marks)

(ii) Reports on petroleum fund to Parliament (4 marks)
(b) The Government of Uganda (GoU) has, over the years, undertaken 

initiatives to improve the quality of public service outcomes. One of the 
initiatives and reforms was the introduction of the Integrated Payroll and 
Pension System (IPPS) in the management of human resource 

information.

Required:

Evaluate the benefits of implementing the IPPS in public finance 
management.

(7 marks)

(c) “This is unacceptable behavior, Jude should be reported to the HR for 
disciplinary action’’, protested one of Jude’s colleagues as he paced back 

and forth in the corridors. It was reported that Jude was becoming a 
habitual late comer who avoided duty at any slight opportunity. The other 
colleagues have resorted to covering him up since he was their friend.

However, of late work, it is becoming too much since one of the staff quit 
for ‘greener pastures’.

Required:
With reference to the Code of Conduct and Ethics for Uganda Public 
Service and the Public Service Commission Regulations, 2009, advise Jude 

and his colleagues on:
(i) Attendance of duty. (5 marks)

(ii) The action that will be taken against Jude for absenting himself from 
duty without reasonable cause.

(4 marks)

(Total 25 marks)
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Question 4

(a) The Ministry of Electricity (MoE) has been constructing Katamba electricity 
dam so as to increase its power supply in order to match the increasing 
industrialisation and development needs of the country. MoE has been 

capitalising interest costs of borrowed capital for construction of the dam.
However, during a recent management meeting, it was resolved that these 
costs should be expensed as this would result in transparent and 

comparable treatment of finance costs and is in line with the Eastern and 
Southern African regional practices. The change was to commence during 

the financial year ended 30 June 2019.
MoE capitalised borrowing costs incurred in the financial year ended 30 
June 2018 Shs 3.38 billion and Shs 6.76 billion in years prior to 2018. All 

borrowing costs in prior financial years in respect of the construction of 
Katamba dam were capitalised. 

The accounting records for the financial year ended 30 June 2019 show a 

surplus before interest Shs 25.1 billion and interest expense Shs 4.2 billion.

The Ministry had not yet recognised depreciation because the dam was not 
yet complete and ready for use.

MoE reported a surplus Shs 15.6 billion during the financial year ended 30 
June 2018 with opening accumulated surplus Shs 30.3 billion.

The Ministry had Shs 250 billion of contributed capital throughout and no 
other components of net assets except for accumulated surplus.

Required:
Advise the management of MoE on the:
(i) Accounting treatment of the above change in accounting policy in its 

financial statements in accordance with the relevant IPSAS.
(6 marks)

(ii) Limitations of retrospective application of changes in an accounting 
policy.

(2 marks)

(b)
1 Uganda Road Network Authority (URNA) undertook to upgrade 

Kyapa road from gravel to class II bitumen road. It is the policy of 
URNA to compensate project-affected persons (PAPs) for all its 
projects.

During year ended 30 June 2019, URNA acquired a barrow pit for 
extraction of gravel for construction at a cost Shs 2.5 billion and it is 
estimated that the cost of restoration of the barrow pit is 15% of its 
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cost whereas construction of an access road will cost Shs 30 million. 
The extraction of gravel will affect the neighbouring community and 

it is estimated to cost URNA Shs 3.8 billion. By the financial year 
end, the gravel extraction had not yet commenced.

2 The Ministry of Community Health in 2017 guaranteed borrowing 
Shs 1.8 trillion from Exim Bank of India to International Health 
Corporation (IHC), a private company that specialises in provision of 

high quality health care services to the public at a fee. This 
guarantee caused a lot of debate on the consequences of this 
transaction on the consolidated fund. The amount borrowed was for 

construction of a high-tech specialised hospital.
In May 2019, IHC filed for protection from its creditors due to the 

deteriorating financial conditions of its parent company which was 
partly financing the project.

Required:
Discuss the accounting treatment of the above transactions for the 
year ended 30 June 2019 in accordance with the relevant IPSAS.

(7 marks)
(c) The objective of IPSAS 14: Events after the Reporting Date is to prescribe 

when an entity should adjust its financial statements for events after the 

reporting date; and the disclosures that an entity should give about the 
date when the financial statements were authorised for issue and about 

events after the reporting date.

Required:
Discuss the following in accordance with the Standard:

(i) Events after the reporting date (2 marks)
(ii) Examples of adjusting events after the reporting date (3 marks)

(d) In a bid to reduce its budget deficit, the Ministry of Elderly Persons, in 
January 2014, purchased a debt instrument with five years remaining to 
maturity for its fair value Shs 10 billion (including transaction costs). The 

instrument has principal amount Shs 12.280 billion and carries fixed 
interest rate of 5.1% that is paid annually. The contract specifies that the 

borrower has an option to prepay the instrument and that no penalty will 
be charged for prepayment. At the inception, the Ministry was not 
expected to prepay. The effective interest rate is 10%.

Required:
Calculate the amortised cost, interest revenue and cash flows of the debt 

instrument in each reporting period. (5 marks)
(Total 25 marks)
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Question 5

(a) The Public Sector Conceptual Framework for general purpose financial 
reporting by public sector entities provides objectives of and the concepts 
for general purpose financial reporting.

Required:
(i) Explain the key information needs of the users of public sector 

financial reports.
(7 marks)

(ii) With reference to the Public Finance Management Act, 2015, assess 

the role played by internal audit in vote management.
(4 marks)

(b) The Ministry of Finance (MoF) has organised a training workshop for its 
newly recruited staff mostly from the private sector to induct them into the 
public sector. MoF has chosen informed persons to facilitate in the 

workshop. You have been assigned to draft a brief to be presented at the 
training workshop.

Required:
Explain to the trainees:
(i) The main features of public sector entities (6 marks)

(ii) Quasi-corporations (2 marks)
(c) On 1 July 2007, Kacheka District completed the construction of a Health 

Center IV at a total cost Shs 2.8 billion. The health center, estimated to 
serve about 100,000 patients per year, would be used for 70 years before 
major repairs could be needed. 

During the financial year ended 30 June 2014, the number of patients 
reduced from 100,000 to 40,000 as a result of landslides and floods which 
forced the population to settle in the neighboring districts. With few 

patients to serve, the management decided to close 4 of the 7 wards 
constructed and they did not expect the number of patients to increase in 

the near future for the closed wards to be re-opened. The current 
replacement cost of one of the wards is estimated at Shs 900 million. The 
buildings and equipment are depreciated on straight-line basis over their 

useful lives.

Required:

Evaluate the impairment as in December 2014 using the depreciated 
replacement cost approach.

(6 marks)

(Total 25 marks)
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Question 1

(a) National Oil Company (NOC), a public entity entrusted with the 

management of Government oil reserves, has provided the following 
information extracted from its books of account for the financial year 
ended 30 June 2018:

Details
Approved 

Budget Dr Cr
Shs ‘000’ Shs ‘000’ Shs ‘000’

Land 10,000,000 10,000,000
Buildings (cost) 3,800,000

Motor vehicles (cost) 400,000
Machinery and equipment 1,400,000 1,320,000
Transfers from Treasury 10,500,000 10,034,600

Transfers from other agencies 9,600,000 9,270,460
Multilateral development 
partners (Donors) 500,000 451,670

Cash and cash equivalent 326,721
Receivables 560,629

Payables 595,100
Motor vehicle maintenance costs 250,000 132,700
Transfers to other Government 

units 450,000 316,700
Accumulated depreciation:

Buildings 500,000 108,000
Machinery and equipment 300,000 76,000
Motor vehicles 200,000 65,300

Staff salaries 8,693,600 6,093,641
Travels inland 70,000 46,900
Travels abroad 83,400 73,800

Staff medical insurance 50,000 36,000
Other staff costs 47,000 46,923

Gratuity expenses 600,000 403,600
Pension costs 156,000 23,700
Revenue reserves 794,754

Fees from sale of rights of oil 
wells 2,200,000 2,185,430

23,581,314 23,581,314

TEST PAPER 10

CPA (U) OCTOBER 2021
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Additional information:

1 National Oil Company (NOC) prepares its financial statements on 
accrual basis in accordance with the International Public Sector 
Accounting Standards (IPSAS).

2 On 1 January 2018, NOC sold off its motor vehicle at Shs 50 million
since it was becoming expensive to maintain. The cost of the motor 
vehicle was Shs 80 million and accumulated depreciation was Shs 

12,300,000. This transaction had not been captured in NOC’s books 
of account.

3 It is NOC’s policy to depreciate its non-current assets at the end of 
each financial year using straight line method for buildings and 
machinery and equipment at 10% and reducing balance method for 

motor vehicles at 5%.
4 In 2018, Government authorised NOC to borrow money from 

Masaka Development Bank (MDB) for settlement of people where an 
oil pipeline is supposed to pass before work on its construction
commences. It is NOC’s policy to capitalise interest expense on loans 

for money borrowed for acquisition of assets. The interest charge for 
the year was Shs 200 million. After interfacing with the auditors, it 
was agreed with management that the interest expense should be 

expensed instead.
5 Maviiri Oil Company (MOC), one of NOC’s debtors, was running one 

of the oil wells but due to financial difficulties following the death of
Mr. Maviiri, the company was declared bankrupt. MOC had an 
outstanding balance Shs 120 million.

NOC realised, after reconciliations, that Shs 20 million expended on 
motor vehicle maintenance had been included in gratuity expense 
since the vote for motor vehicle maintenance had been depleted and 

the system could not allow any more charge on this vote.
6 NOC sold 2 oil wells to a foreign company, Ching Investments, for 

US$ 572,000 of which US$ 472,000 was paid instantly during the 
year when the exchange rate at the time of the transaction was 
1:3,650. This revenue was captured under fees from sale of rights of 

oil wells. The exchange rate at the reporting date was 1:3,550. At 
end of the financial year, the balance had not been paid.

Required:
Prepare, for the financial year ended 30 June 2018, National Oil 
Company’s statement of:

(i) Financial performance (16 marks)
(ii) Financial position (7 marks)
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(iii) Appropriation as per Government of Uganda Financial 
Reporting Templates, 2018

(6 marks)
(b) National Forests Board (NFB), a government agency mandated to manage

public forest reserves, started a tree-planting project on large scale with 
an aim of selling the trees to counter the destruction of natural forests by 
timber dealers. NFB has a forest reserve at Kampisa and at 1 July 2016,

the reserve had 1,000 four-year old pine trees. On the same date, 100 
pine trees were planted while 200 pine trees were planted on 1 January 
2017. The cost of a pine seedling at 1 July 2016 and 1 January 2017 was

Shs 1,000 and at 30 June 2017 was Shs 1,200. No pine tree was cut or 
sold off during the financial year.

The per unit fair values less costs to sell were as follows:
Shs ‘000’

At 1 July 2016:

1-year old tree 25
4-year old tree 100

At 30 June 2017:

0.5-year old tree 15
1-year old tree 35

4-year old tree 120
5-year old tree 150

Required:
With reference to the relevant International Public Sector Accounting 
Standard, calculate, as at 30 June 2017, the:

(i) Increase in fair value less costs to sell due to physical changes
(5 marks)

(ii) Increase in fair value less costs to sell due to price changes

(5 marks)
(iii) Fair value less costs to sell of Kampisa Forest Reserve (3 marks)

(c) In financial reporting for public sector entities, it is mandatory to follow 
International Public Sector Accounting Standards (IPSAS) since they guide 
on the recognition, measurement, presentation and disclosure 

requirements in relation to transactions and events necessary to produce 
general purpose financial reports.

Required:
Discuss the merits of application of IPSAS by public sector entities in 
financial reporting.

(8 marks)
(Total 50 marks)
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Question 2

(a) The Public Procurement and Disposal of Public Assets (Amendment) Act, 
2011 regulates the public procurement and disposal process through a 
chronology of stages or key activities where contract management 

features as one of the stages involved.

Required:

Discuss, with reference to the above statement, the challenges faced by 
the procuring and disposing entity (PDE) in contract management.

(5 marks)

(b) In 2010, the Government of Uganda, through funding by World Bank, 
constructed Bukesu Primary School in Busongola District, a hilly place at a 

cost Shs 1.2 billion. The school’s estimated useful life is 60 years.

In 2018, Busongola District suffered disastrous landslides due to heavy 

rains in the area. As a result, the school block of 6 floors developed a 
crack. Management spent Shs 500 million to fix the crack and get 
clearance from the District Engineer to use this block again.

When Government relocated some families to Ikiki District, the school 
enrolment dropped from 2,000 to 400 pupils. Management has decided to 

close off 3 floors and the current replacement cost of a floor is Shs 300 
million. The fair value less costs to sell of the building is Shs 790 million.

Required:
Compute the impairment and recoverable service amount of the school 
using the service units approach in accordance with the relevant 

International Public Sector Accounting Standard.
(12 marks)

(c) Public sector financial reporting is designed for different stakeholders who 

have different information needs or questions they seek to be answered. 
These information needs range from how public resources are utilised to 

provision of services to tax payers. A uniformed framework of financial 
reporting must meet the different stakeholders’ information needs.

Required:
Discuss the core aspects that public sector financial reporting should 
address regarding stakeholders’ information needs.

(8 marks)
(Total 25 marks)
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Question 3

(a) Financial Intelligence Agency (FIA) is a public entity mandated to monitor, 
investigate and prevent money laundering within the economy. Due to the 
influx of investors from Sangomaland, there has been a lot of money 

laundering activities and this is affecting the stability of the economy.

In 2012, in order to avert the problem, Cabinet resolved that a monitoring 

system be put in place. On 20 May 2013, FIA launched a software system 
that could detect money laundering with an aim of eradicating the vice. 
This system met the recognition criteria of an intangible asset.

At a press briefing, it was noted that FIA had spent Shs 5 billion on 
research and development of this system.

At year end (30 June 2013), the expenditure code for the system showed 
that Shs 6.5 billion had so far been spent.
At 30 June 2014, the expenditure code for the system had a balance Shs 3

billion and on the same date, the recoverable service amount of the 
system was estimated to be Shs 3.2 billion.

Required:
Prepare, basing on the above information, extracts from the statements of 

financial position and financial performance for the two financial years in 
accordance with the relevant International Public Sector Accounting 
Standard.

(9 marks)
(b) IPSAS 23: Revenue from Non-Exchange Transactions (Taxes and 

Transfers), like other standards, aims to improve general purpose financial 

reporting. Non-exchange revenues form a bigger part of revenue for public 
sector entities.

Required:
In accordance with the Standard, discuss:

(i) Its objective and scope (2 marks)
(ii) The recognition and measurement of revenue from non-exchange 

transactions

(6 marks)
(c) Discuss the challenges likely to be faced by government entities in the 

implementation of the International Public Sector Accounting Standards.

(8 marks)
(Total 25 marks)
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Question 4

(a) Kabarwa Municipal Council (KMC) is one of the new local governments
recently approved by Parliament. In preparation for its inauguration, KMC
has invited you to present at an induction seminar organised to sensitize 

its newly appointed heads of department about the regulations and 
requirements regarding their departments as provided for in the Local 
Governments Act, 1997 as amended and other regulations.

Required:
Discuss the Local Government Institutional Framework for financial 

reporting in Uganda.
(8 marks)

(b) Kalinga District Local Government (Kalinga DLG), a border district with 
Kenya, anticipated an invasion of the deadly desert locusts and applied to 
the Ministry of Finance for supplementary financing to enable them handle 

this problem. Upon receipt of the request, the ministry advised Kalinga 
DLG to prepare a cash flow budget for the first six months of the financial 
year ending 30 June 2022 since a presentation was required to be made to 

Cabinet to justify this supplementary funding.

The annual estimates for Kalinga DLG for the financial year ending 30 June 

2022 are presented below:
Details Amount 

Shs ‘000’
Taxation 2,880,000
Sale of goods and services 1,776,000

Government releases 1,820,000
Donor funds 4,080,000
Other receipts 1,200,000

Proceeds from sale of PPE 1,987,000
Employee costs 1,668,000

Goods and services 3,420,000
Pension 1,260,000
Domestic arrears 1,380,000

Construction of school structures 4,958,000
Allowances 390,000
Staff medical costs 540,000

Purchase of motor vehicle 140,000
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Additional information:
1 Kalinga DLG’s statement of financial position as at 30 June 2021

showed a cash and cash equivalent balance Shs 132, 000,000.
2 Government releases are realised at the beginning of each quarter.

3 The sale of PPE to be effected in the month of December 2021.
4 Domestic arrears to be paid in the second month of each quarter for 

the first three quarters.

5 Construction of school structures to be done in the first month of the 
fourth quarter.

6 The motor vehicle was purchased on 25 September 2021.

7 All other expenses and revenues are expected to accrue evenly on 
monthly basis throughout the year.

8 Due to the invasion of the locusts in Kenya, it is likely that Kalinga 
DLG will be affected and a supplementary budget of Shs 1.5 billion 
has been appropriated by Parliament for this expected calamity and 

will be spent in the second quarter of the financial year.

The budget breakdown is shown below:

Details Amount (Shs)
Purchase of drugs from Japan 470,000,000
Purchase of motorised spray pumps 120,000,000

Allowances for members of the Task Force 264,000,000
Transport costs 108,000,000

Accommodation for Technical staff from the 
Ministry of Insects Management 326,000,000
Hire of drone spray pumps 212,000,000

Required:
Prepare Kalinga DLG’s cash flow budget for the first six months of 

the financial year ending 30 June 2022 with reference to the Local 
Governments Financial and Accounting Manual, 2007

(17 marks)

(Total 25 marks)
Question 5

(a) Mr. Mbalangu, a registrar attached to Bukakata High Court, was recently
accused by one Ms. Nabisere, a female court worker, of sexual harassment 
and conflict of interest since his son manages the court canteen. After 

consultations with other court workers, Ms. Nabisere was advised not to 
report the matter to the President of Registrars but instead report it to the 

Inspectorate of Government (IG). She has consulted you for further advice 
on the right steps to take.
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Required:
With reference to the Code of Conduct and Ethics for Uganda Public 

Service, explain:
(i) Sexual harassment and conflict of interest (2 marks)

(ii) The role of the Inspectorate of Government in enforcement of work 
ethics in regard to sexual harassment and conflict of interest.

(4 marks)

(b) Following your appointment as Financial Management Specialist at Masaka 
Support Fund under the Ministry of Local Affairs, you have been 
nominated to make a presentation about the Public Finance Management 

Act, 2015 as amended at a workshop organised for District Chief Finance 
Officers.

Required:
Discuss the following as provided for by the Act:

(i) Powers of the Secretary to the Treasury (2 marks)
(ii) Regulations on appropriation (4 marks)
(iii) Why virement of a vote might not be authorised (2 marks)

(iv) Duties of the Accountant General (4 marks)
(c) Mpala Town Council usually holds weekly management meetings where 

key management issues are discussed. In one of such meetings, the Town 

Clerk reported that both internal and external audits were about to 
commence. He directed the Accounts staff to prepare to participate in 

these activities but the Health Inspector wondered what the role of 
Accounts staff in these audit exercises was! The Town Clerk has 
nominated you, the Accountant, to give a reply to the Health Inspector 

since you had represented the Town Treasurer who was away on study 
leave.

Required:
Discuss the role of Accounts staff in:
(i) Internal audit exercise (2 marks)

(ii) External audit exercise (5 marks)
(Total 25 marks)

79



Question 1

AGS Authority (AGS) is a semi-autonomous public entity under the Ministry of 

Agriculture and Animal Resources (MAAR) established to play a leading role in 
the commercialisation of animal breeding activities in Uganda and carry out 
development activities that enhance animal genetic improvement and 

productivity.

The following draft statements of financial performance (based on classification 

of expenditures by nature) and additional information to be incorporated are for 
AGS Authority:

30 June 2019 30 June 2018
Shs ‘000’ Shs ‘000’

Operating revenue:

Locally generated revenue 357,750 69,188
Central Government grants 1,107,000 221,400
Donor funds 645,750 129,150 

Transfers received from other 
Government units 483,500 36,900

Total revenue 2,594,000 456,638
Operating expenses:
Employee costs 410,000 82,000

Goods and services consumed 743,000 148,600
Consumption of property, plant and

equipment 26,000 5,200
Transfers to other organisations 7,000 1,400
Social benefits 235,500 47,100

Other expenses 720,000 146,800
Total operating expenses 2,141,500 431,100
Surplus/ (deficit) from operating activities 452,500 25,538

Finance costs (22,500) (4,500)
Foreign exchange gain/ loss 900 300

Transfers to Treasury (20,000) (4,000)
Impairment losses - (12,000)
Surplus/ (deficit) for the year 410,900 5,338

TEST PAPER 11

CPA (U) DECEMBER 2021 
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Additional information:

1 During the year, AGS received conditional grants from the central 
Government Shs 26 million for the purchase of additional 13 bulls to be 
kept for breeding purposes and semen extraction. By the yearend, only 5 

bulls had been purchased at Shs 10 million. The Shs 26 million was 
included in the Central Government grants figure in the statement of 
financial performance but no adjustments had been made for the Shs 10 

million spent on purchasing the 5 bulls. 
2 A new plant was acquired to produce liquid nitrogen that is used to keep 

semen viable for longer periods. The plant was purchased at Shs 20 million 
on 1 July 2016 and has a useful life of 20 years. On 30 June 2018, the 
plant was revalued to Shs 19.6 million whereas on 30 June 2019, an 

impairment review indicated that the recoverable service amount for the 
plant was Shs 11 million. 

3 On 1 July 2018, AGS had sixteen 3-year old bulls whose fair value was Shs 
1,600,000 each. On 31 December 2018, five 3.5-year old bulls were 
purchased at Shs 2,000,000 each and on the same date, three calves were 

born. The fair value of a new born was estimated at Shs 500,000. These 
bulls were meant for future semen production for better breeding 
purposes and must be accounted for in accordance with IPSAS 27—

Agriculture by indicating the physical and price changes in the market.

At 30 June 2019, market information revealed the following:

Bull category Fair value less costs 
to sell (in Shs)

New born 800,000

0.5-year old 900,000
3-year old 2,000,000

3.5-year old 2,500,000
4-year old 3,500,000

4 At the end of the period, the entity also had the following:

(a) 1,000 trays of eggs not yet sold. The fair value of eggs at the time 
they were harvested was Shs 12,000 per tray. The entity had 
entered into a contract to supply these eggs on 1 July 2019 to one 

of its agents in a supply chain at a contract price Shs 10,000 per 
tray. 

(b) 400 doses of semen held for sale to Ugandan farmers. This semen 
was imported at a market price Shs 20,000,000 and is for 
Romagnola breeds. The demand for rearing Romagnola animals has 

gone down due to the general public preference for New Zealand 
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breeds. The entity has established that it will only be able to sell 
each dose of Romagnola semen at Shs 35,000 which is the market 

price per dose due to forces of demand and supply. 
5 In November 2018, the entity received additional funds from donor 

agencies Shs 90,540,000. These funds were appropriated in an approved
supplementary budget to cater for the following: Goods and services 
consumed Shs 26,000,000; capital expenditure for acquisition of property,

plant and equipment Shs 43,500,000 and social benefits Shs 21,040,000. 
The entity also made re-allocations of Shs 32,000,000 from other expenses 
to: Goods and services consumed Shs 22,000,000 and transfers to other 

organisations Shs 10,000,000.
During the period, the entity purchased property, plant and equipment at a 

cost Shs 454,000,000 and the finance costs totalled to Shs 22,500,000.
6 AGS Authority’s original approved budget 2018/ 2019 is presented below:

Shs ‘000’
Revenue:

Locally generated revenue 287,000
Central Government grants 1,500,625

Donor funds 700,479
Transfers received from other 
Government units 247,000

Total revenue 2,735,104

Expenditure:
Employee costs 500,368

Goods and services consumed 684,032
Acquisition of PPE 410,000
Transfers to other organisations 10,000

Social benefits 345,461
Other expenses 758,422
Finance costs 26,821

Total expenditure 2,735,104

7 AGS uses cash basis as budgetary basis and accrual basis of accounting for

preparing financial statements in accordance with International Public 
Sector Accounting Standards (IPSAS).
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Required:
(a) Prepare journal entries for all necessary adjustments to be made in 

the statement of financial performance in respect of the above 
additional information.

(Clearly, show all necessary workings)
(28 marks)

(b) Prepare an extract from the statement of financial performance to 

show how the above adjustments are presented.
(6 marks)

(c) Prepare, using the information provided, an additional statement 

that complies with IPSAS 24—Presentation of Budget Information in 
Financial Statements.

(12 marks)
(d) Discuss the disclosure requirements under IPSAS 27—Agriculture.

(4 marks)

(Total 50 marks)
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Question 2

(a) The Public Procurement and Disposal of Public Assets (PPDA) Act, 2003 as 

amended requires a procuring and disposing entity (PDE) to establish a 
procurement and disposal unit (PDU) to assist in the execution of its 
mandate in accordance with the Act, regulations and guidelines made 

under the Act.

Required:

Examine the role of a procurement and disposal unit as prescribed by the 
relevant law and the powers it should have to perform effectively.

(13 marks)

(b) One of the core functions of Parliament is the oversight role. It exercises 
this role by authorising Government policies and monitoring the budget 

and utilisation of public funds. It is done by ensuring transparency and 
accountability in the application of public funds through setting up 
accountability committees.

Required: 
Discuss the responsibilities of Parliament and public accountability 

committees with respect to executing the oversight role on utilisation of 
public funds.

(7 marks)

(c) The International Public Sector Accounting Standards (IPSAS) are
developed to guide in the preparation of general purpose financial reports 

for public sector entities whereas the International Financial Reporting 
Standards (IFRS) are meant to guide in the preparation of general purpose 
financial statements for private sector entities. Public sector entities 

primarily exist to fulfil objectives that are different from those of private
sector entities.

Required: 
Discuss the underlying differences between the public sector and private 
sector.

(5 marks)
(Total 25 marks)
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Question 3

(a) Given that the public sector represents a principal-agent relationship, its 
officials, acting as the principal’s agents, must periodically account to the 
principal for the use and stewardship of resources entrusted to them. In 

view of this, the Auditor General audits and reports on public accounts of 
all public sector entities, including courts, central and local government 
administrations, public universities and other public institutions.

Required:
Discuss the role of external audit in public financial management and 

reporting.
(8 marks)

(b) Uganda Infrastructural Development Authority (UIDA) is a public entity 
established under an Act of Parliament. UIDA obtained funds and 
constructed a 26-storey office building at a cost Shs 2,400 million for its 

use and not for generation of future cash flows. The building was put to 
use on 1 July 2004 and its useful life was estimated to be 60 years. 
In June 2019, the new regulations on national safety and security 

measures required that the top 6 storeys of high rise buildings should be 
left unoccupied for a foreseeable future. The building had a fair value less 

costs to sell Shs 1,350 million in 2019 when the regulations came into 
force. The current replacement cost of a similar 26-storey building is Shs 
2,550 million.

Required:
(i) Calculate the impairment loss for the building, using the service 

units approach in accordance with IPSAS 21—Impairment of Non-
Cash Generating Assets.

(9 marks)

(ii) Discuss the indicators of impairment of assets as prescribed by the 
Standard. 

(4 marks)
(c) The Government of Uganda is in the process of considering the adoption 

of full accrual accounting.

Required:
Present a case in support of accrual basis of accounting. 

(4 marks)
(Total 25 marks)
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Question 4

(a) Public sector entities have special reporting requirements that involve 
showing in their financial statements and reports how money is spent 
rather than how much profit is earned.

Required:
Explain the following as applied in public sector accounting and reporting:

(i) Fund accounting and its objectives (6 marks)
(ii) Entity accounting (2 marks)

(iii) Modified cash basis of accounting (2 marks)
(iv) Operational and reporting requirements of the Contingencies Fund 

as per the PFM Act, 2015 as amended

(11 marks)
(b) Financial instruments give rise to financial assets or financial liabilities or 

equity instruments that must be recognised in financial statements of a 

public sector entity. IPSAS 30—Financial Instruments: Disclosures requires 
an entity to provide disclosures in the financial statements that enable 

users to evaluate the significance of financial instruments for the entity’s 
financial position and performance. Financial instruments expose the entity 
to risks such as liquidity risk, credit risk and market risk.

Required:
Discuss the qualitative and quantitative disclosure requirements regarding 

the risks that arise from financial instruments in accordance with the 
Standard.

(4 marks)

(Total 25 marks)

Question 5

(a) Uganda public officers, like any other citizen, are subject to laws of 
Uganda. The Code of Conduct and Ethics for Uganda Public Service, as a 

complement to existing laws and regulations, is intended to guide public 
officers in their behaviour and how they relate to each other and the 
public.

Required:
Explain the guiding principles that should be followed by public officers as 

laid down in the Code of Conduct and Ethics for Uganda Public Service.
(10 marks)
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(b) You are the Chief Finance Officer (CFO) of Kanaaba District Local 
Government. The Executive committee and Council of Kakonko District, a 

newly created local government, have invited you to make a presentation 
in a workshop organised to guide new staff members in various aspects of 

local government administration.

Required:
With reference to the Local Governments Act, 1997 as amended, explain 

the following:
(i) Appointment of Local Government Public Accounts Committee 

members.
(3 marks)

(ii) Functions of the Local Government Public Accounts Committee.

(4 marks)
(iii) Functions of the District chairperson.

(8 marks)
(Total 25 marks)
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Question 1 
 

Panya Municipal Council (Panya MC) was established in 1999 following 

Government policy on decentralization to ensure that people receive basic 

services that include water supply, sewage management and disposal, garbage 
removal, electricity and gas supply, health services, roads, bridges and storm 

water drainage, street lighting, among others. Following consultations with the 

Ministry of Local Councils, Panya MC clearly demarcated divisional councils 

through which it would fulfil her mandate.  
(a) In 2003, Panya MC acquired 100% ownership of NKK Community Services 

Corporation (NKK) and KMC Division Utilities Corporation (KMC) to help in 

discharging most of her statutory obligations. The following consolidated 

financial statements, provided by the head of finance, are for Panya MC 
and her controlled entities: 

 

Statement of financial performance for the financial year ended 30 June 
2020: 

 June-2020 

Budget 

June-2020 

Actual 

June-2019 

Actual 

 Shs ‘million’ Shs ‘million’ Shs ‘million’ 
Revenue:    

Property rates 100,097.41 101,080.72 95,613.85 

Fees and user charges 56,633.39 59,162.46 59,357.36 

Grants 12,047.18 14,878.95 12,429.46 
Other income 12,646.22 21,774.51 20,663.00 

Obligatory reserve fund 13,771.25 12,460.03 4,741.86 

Total revenue 195,195.45 209,356.67 192,805.53 

Expenses:    
Transfers to other 

Government units 

 

22,859.64 

 

27,015.80 

 

23,130.23 

Protection services 39,429.93 40,020.97 39,630.77 

Transportation services 21,684.03 40,098.85 38,823.71 

Waste management 10,326.87 12,436.21 12,120.12 
Water and waste water 28,309.92 38,321.11 39,814.02 

Health services 811.30 667.51 775.24 

Recreation and cultural 

services 

 

19,093.97 

 

23,623.01 

 

21,682.05 
Planning and development 11,699.34 10,978.77 9,090.82 

Total expenses 154,215.00 193,162.23 185,066.96 

TEST PAPER 12
CPA (U) MARCH 2022 
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Surplus/ (deficit) for the 

period 

40,980.45 16,194.44 7,738.57 

Accumulated surplus at year 

start  

 

1,364,179.22 

 

1,364,179.22 

 

1,356,440.63 

Accumulated surplus at year 

end 

 

1,405,159.67 

 

1,380,373.66 

 

1,364,179.2 

Statement of financial position as at 30 June: 

 2020 2019 

 Shs ‘million’ Shs ‘million’ 
Assets:   

Financial assets:   

Cash 130,160.11 117,917.11 

Temporary investments 199,811.07 142,738.69 
Taxes receivable 17,478.19 23,257.30 

Trade and other receivables 25,002.39 24,328.24 

Long-term receivables 29,884.39 32,661.89 

Total financial assets 402,336.15 340,903.23 
Non-financial assets:   

Inventory of supplies 299.35 300.99 

Prepaid expenses 539.33 957.32 

Property, plant and equipment (PPE) 1,167,657.32 1,181,279.23 
Total non-financial assets 1,168,496 1,182,537.54 

Total assets 1,570,832.15 1,523,440.77 

Liabilities:   

Accounts payable and accrued liabilities 72,603.93 66,893.01 
Solid waste closure and post-closure 

liabilities 

10,905.16 10,260.31 

Post-employment benefits liabilities 102.38 131.81 

Deferred revenue 76,663.26 47,816.76 

Long-term liabilities 30,183.76 34,159.68 
Total liabilities 190,458.49 159,261.57 

Represented by:   

Net assets   

Accumulated fund/ surplus 1,380,373.66 1,364,179.2 
 

Additional information: 
1 The Municipal Council uses accrual basis of accounting.  

2 In June 2020, NKK obtained stock of maintenance materials from 

Panya MC costing Shs 270,000. Panya MC expensed the stock in her 

surplus/ deficit account. However, NKK completely omitted the 
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transaction in her accounts that were consolidated. At 30 June 2020, 

the materials remained in NKK’s stores. 
3 Solid waste closure and post-closure liabilities include final covering 

and landscaping of the landfill, removal of ground water and 

leachates, environmental monitoring, site inspection and 

maintenance. The landfill post closure liability is based on the 
estimated remaining capacity of the site’s opened cells. The 

remaining capacity of the site’s opened cells is estimated at 1,086 

cubic meters, which will be filled in 32 years (2053). Post-closure 

care is estimated to continue for a period of 47 years. Site closure 
costs in 2053 are estimated at Shs 7,429.88 million. Post closure 

costs, including monitoring and maintenance, are estimated at 

approximately Shs 589.466 million per year over the 50-year 

monitoring period. The liability for the landfill site is recorded at Shs 
10,905.16 million in 2020 and Shs 10,260.31 million in 2019 in 

accordance with International Public Sector Accounting Standard 

(IPSAS) 19 based on closure and post-closure costs for 35% of the 

site’s capacity, using the Municipality’s average long-term borrowing 
rate of 2.27%. The Town has a landfill reserve to help fund a 

portion of the liability. During 2020, there were no transfers to or 

from this reserve. The balance of this reserve at 30 June 2020 is Shs 

1,468.35 million. 

4 Panya MC provides certain post-employment benefits to retired 
employees who meet certain requirements upon retirement. These 

include cost of extended health benefits and life insurance for the 

retired employees. The obligation to provide post-employment 

benefits arises as the employees render services in return for post-
employment benefits which the entity expects to pay in future 

reporting periods. However, no payment was made in 2020. The 

assumptions used reflect management’s best estimates and the 

amounts were properly accounted for during the period. The post-
employment benefits liability in the financial statements was 

determined using a discount rate of 4.65%.  For health and life 

insurance costs, a 2.67% annual rate of increase was assumed for 

2020 and forward. 
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5 The property, plant and equipment in the statement of financial 

position comprises the following: 
 

Panya MC 
 Cost at 

beginning of 

financial year 

(Shs ‘million’) 

Purchase of 

additional 

assets  

(Shs ‘million’) 

Accumulated 

depreciation 

at beginning 

of financial 
year  

(Shs ‘million’) 

Land 143,254.89 1,798.34 - 

Buildings 125,143.53 1,661.51 47,617.03 
Machinery, 

equipment and 

vehicles 

 

 

93,675.08 

 

 

4,958.32 

 

 

45,895.82 

Water system 147,345.81 1,907.54 48,404.84 

Sewer system 201,021.29 380.56 44,854.33 
Roads 283,295.33 3,511.37 150,868.67 

Work in progress 6,171.81 2,349.58 - 
 

NKK Community Services Corporation assets: 

 Cost at 

beginning of 
financial year 

(Shs ‘million’) 

Purchase of 

additional 
assets  

(Shs ‘million’) 

Accumulated 

depreciation 
at beginning 

of year 

financial  

(Shs ‘million’) 

Buildings 62,571.77 830.76 23,808.51 
Machinery, 

equipment and 

vehicles 

 

 

46,837.54 

 

 

2,479.16 

 

 

22,947.91 

Water system 73,672.91 953.77 24,202.42 
Sewer system 100,510.64 190.28 22,427.16 

Roads 141,647.66 1,755.68 75,434.33 

Work in progress 3,085.90 1,174.79 - 
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KMC Division Utilities Corporation assets: 

 Cost at 
beginning of 

financial year 

(Shs ‘million’) 

Purchase of 
additional assets 

(Shs ‘million’) 

Accumulated 
depreciation 

at beginning 

of year 

financial  
(Shs ‘million’) 

Buildings 62,571.77 830.76 23,808.51 

Machinery, 

equipment and 
vehicles 

 

 
46,837.54 

 

 
2,479.16 

 

 
22,947.91 

Water system 73,672.91 953.77 24,202.42 

Sewer system 100,510.64 190.28 22,427.16 

Roads 141,647.66 1,755.68 75,434.33 
Work in progress 3,085.90 1,174.79 - 

    

Total 1,856,560.58 31,336.10 675,281.35 

6 At year end, some assets of the group were disposed of through 
auctioning process and others, decommissioned. The disposals were 

accounted for in accordance with IPSAS requirements, with gains or 

losses adjusted in other incomes. The details of disposal are as 

follows: 

(a) A building that had cost Shs 92.78 million was disposed of at 
Shs 53.11 million.  

(b) Machinery that cost Shs 9,994.28 million was disposed of at 

Shs. 212.43 million. 

(c) Work in progress (WIP) costing Shs 327.91 million was 
disposed of at Shs 182.94 million.  

(d) Water system costing Shs 201.78 million and sewer system 

costing Shs 319.17 million were also written off at no 

proceeds.  
(e) Accumulated depreciation for the building, machinery, water 

system and sewer system was Shs 16.7 million; Shs 7,361.18 

million; Shs 201.78 million and Shs 319.17 million 

respectively. 
7 At the beginning of the financial year, transfers of Shs 7,724.66 

million were made from the WIP account for PPE to: Buildings Shs 

1,524.83 million; machinery, equipment and vehicles Shs 296.2 

million; water system Shs 201.47 million; sewer system Shs 0.30 
million and roads Shs 5,701.86 million. 
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8 It is Panya MC Group’s policy to depreciate the non-current assets 

using reducing balance method. The following rates are applied in 
calculating depreciation: 

 Rate (%) 

Buildings  5.0156 

Machinery, 
equipment and 

vehicles  9.6755 

Water system  1.9332 

Sewer system  1.5640 
Roads  5.7093 

 

Required: 

(i) Prepare Panya MC Group consolidated cash flow statement for 

the financial year ended 30 June 2020, using indirect method 

in accordance with the relevant International Public Sector 

Accounting Standard. You may not reproduce comparative 
figures. 

(13 marks) 

(ii) Prepare the group’s property, plant and equipment schedule. 

Show clearly all necessary workings. 
(25 marks) 

(iii) Discuss the rights that, individually or in combination, give an 

entity power over another entity.  

(6 marks) 
(b) During a recent meeting, the Municipal Council’s head of finance noted 

that preparers of financial statements need to acquaint themselves with all 

concepts, principles and standards that offer guidance on preparation and 

presentation of financial statements. He thus proposed a refresher training 
session for staff charged with financial reporting in which these and other 

aspects pertaining to financial reporting would be discussed and 

designated you to facilitate at the session. 
 

Required: 

Discuss the following: 

(i) Guidelines on materiality and aggregation as per IPSAS 1 (4 marks) 
(ii) Consistence of presentation (2 marks) 

(Total 50 marks) 
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Question 2 
 

(a) The Public Procurement and Disposal of Public Assets Act (PPDA) and 

PPDA Regulations were put in place to provide guidance on procurement 

and disposal of assets by public sector entities. The Regulations provide 
guidance on contracts management, explaining the various techniques 

used in contract cost control and management, among other aspects.  
 

Required: 

(i) Describe the techniques that public sector entities use in contract 

cost control and management.  

(14 marks) 
(ii) Discuss the challenges faced in contract management that originate 

from the procurement and disposal entity.  

(5 marks) 

(b) The Code of Conduct and Ethics for Uganda Public Service sets out 
standards of behavior for public officers in the Uganda Public Service that 

are intended to guide them in their behavior and how they relate with 

each other and the public.  
 

Required: 

Advise public officers on handling of gifts and bribes as guided by the 

Code of Conduct and Ethics for Uganda Public Service.  
(6 marks) 

(Total 25 marks) 
 

Question 3 
 

(a) The Printing and Publications Agency (PPA), established in 1992 under the 

Ministry of Information and Publications (MOIP), has mandate to supply 

stationery and printing and publishing services to all Government of 

Uganda ministries, departments and agencies (MDAs). The Agency does 
not exist to make profits but to support MDAs in their operations. 

 

During the year 2009, the Ministry of Finance allocated Shs 126 million for 

the purpose of purchasing a flexographic printing machine. It is estimated 

that the machine will be used for the next 30 years to produce about 240 

million copies with annual production levels that meet the demands of the 
different MDAs.  

 

During the year 2020, the machine developed a mechanical problem which 
was later on fixed. It was also established that the cost of a similar 
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flexographic printing machine would be Shs 96 million. However, an 

assessment report issued by the Agency’s technical team indicated that 
production levels of the machine have dropped to 65% of the expected 

annual output levels which may affect the output for the remaining useful 

life of the machine.  
 

Required: 

(i) Advise, with suitable computations and in accordance with the 
relevant IPSAS, the head of finance of MOIP on the accounting 

procedures required in 2020 for the flexographic printing machine 

based on the above circumstances. 

(The entity uses accrual basis of accounting and the service units 
approach method is applied).  

(12 marks) 

(ii) Explain the possible indicators of expiry of or decrease in impairment 

loss recognised in prior periods for an asset as per the Standard 

above. 
(4 marks) 

(b) The Ministry of Information and Publications (MOIP) collects rental fees 

through letting out part of its premises to the Ministry of Home Affairs. For 

the year 2020, MOIP discovered that rental revenue Shs 8.52 million 
reported in total revenue related to 2019 but had been erroneously 

omitted in that period. The financial records for 2020 indicated the 

following: Rental revenue Shs 37.5 million; total revenue Shs 42 million 

and expenses Shs 9.7 million.  
Below is an extract from the financial records for 2019: 

 Shs ‘000’ 

Rental fees 24,000 

Revenue from digital data transfer 14,500 
Miscellaneous revenues 4,456 

 Total revenue 42,956 

Expenses 14,000 

Surplus 28,956 
In 2019, the opening accumulated surplus was Shs 6 million and closing 

accumulated surplus was Shs 14 million. The entity had no other items of 

revenue or expenses. The entity had Shs 50 million of contributed capital 

throughout and no other components of net assets/ equity, except for 

accumulated surplus. 
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Required: 

Prepare, for MOIP, extracts from the statement of financial performance 
and statement of changes in equity to show how the errors will be 

corrected as per IPSAS 3 guidelines.  

(9 marks) 

(Total 25 marks) 
 

Question 4 
 

The Public Finance Management Act was put in place to provide for public 

financial management in Uganda. The Act gives guidelines on budgeting in the 
public sector, establishment of the Contingencies Fund; Consolidated Fund and 

commitments against the Consolidated Fund; public debt, grants and 

guarantees; accounting and audit; petroleum revenue management, among 

other aspects. 
The Office of the Auditor General, in effort to enhance knowledge of the 

requirements of the Act, has organised a refresher course for its staff  and 

requested you, the Principal Auditor, to present on various aspects of public 

financial management as provided for by the Act. 
 

Required: 

Discuss the following as applied to public sector accounting and reporting: 
(a) Strengths and weaknesses of the cash basis of accounting (7 marks) 

(b) Establishment of the Contingencies Fund and its accounting/ reporting 

requirements. 

(11 marks) 
(c) Withdrawal of funds requirements and end of financial year guidelines for 

the Contingencies Fund. 

(7 marks) 

(Total 25 marks) 
 

Question 5 
 

(a) The Office of the Accountant General has just recruited 12 new staff who 

are required to carry out different roles to enable the Office discharge its 

roles as stipulated in the Public Finance Management Act, 2015 (as 
amended).  

As a Senior Accountant at the Office of the Accountant General, you are 

required to participate in orientation of the new staff during their first 

week of reporting for work.  
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Required: 

Explain the: 
(i) Responsibilities of the Accountant General as stipulated in the Act.  

(5 marks) 

(ii) Duties of the Accountant General for each Government of Uganda 

vote.  
(12 marks) 

(b) As a transitional arrangement towards the adoption of full accrual basis of 

accounting, all Government of Uganda votes are required to maintain their 

books of account and record Government transactions using the modified 
accrual basis of accounting. 

The Local Governments Financial and Accounting Manual, 2007, provides 

that Local Government Councils will maintain books of account which 

include, among others vote books, abstracts, general and subsidiary 
ledgers. 

 

Required: 
Describe the: 

(i) Features of a general ledger as prescribed by the Manual.  

(3 marks) 

(ii) Nature of application of the principles of modified accrual basis in 
budgetary accounting, giving reasons for its application in public 

sector entities. 

(5 marks) 

(Total 25 marks) 
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Question 1 
 

(a) Kasaaka Municipal Council has provided the following trial balance extracted 
from their books of account for the financial year ended 30 June 2020: 

 

 Debits Credits 
 Shs ‘000’ Shs ‘000’ 
Cash and bank  56,500   
Buildings 720,700   
Motor vehicles 230,900   
Equipment 736,400   
Inventory 124,900   
Property rates   32,140 
Land fees   119,600 
Allowances 38,450   
Biological assets at 1 July 2019 583,141  
Local hotel tax   73,480 
Local service tax   112,300 
Administration 42,080   
Finance 98,500   
Production 156,400   
Health 2,359,870   
Education 3,495,700   
Works 820,900   
Internal audit 32,100   
Accumulated depreciation at 1 July 2019     
Buildings   145,000 
Motor vehicles   86,000 
Equipment   116,700 

Transfers from central Government   4,570,986 
Transfers from other Government units   2,400,000 
Net worth at 1 July 2019   1,240,335 
10-year bank loan   600,000 
 9,496,541 9,496,541 

 

TEST PAPER 13
CPA (U) JUNE 2022

98



Additional notes: 
1 Kasaaka Municipal Council (KMC) prepares its financial statements on 

accrual basis of accounting in accordance with International Public 
Sector Accounting Standards (IPSAS). 

2 On 1 July 2019, KMC disposed of one of its motor vehicles that was 
used by the previous Mayor for Shs 25,000,000. The motor vehicle had 
become costly to maintain. It was acquired 5 years ago at Shs 
40,000,000. However, this transaction was not reflected in the books 
of account. 

3 It is KMC’s policy to depreciate motor vehicles and equipment at 10% 
per annum on reducing balance basis and buildings at 20% per annum 
on straight line basis. 

4 In July 2019, KMC acquired a 10-year 15% per annum bank loan from 
Credit Reference Bank (CRB) for expansion of the Municipal offices. 
The construction started after 3 months because of the delays in the 
procurement process. However, construction was suspended on 1 April 
2020 due to the country-wide lockdown to curb COVID-19 and 
therefore, movements were restricted. No entry on borrowing costs 
had been made. It is the policy of CRB to always recover 60% of the 
earned interest at the yearend for each policy. 

5 Included in the inventory is a stock of bitumen that cost Shs 
44,900,000. It had expired and could not be used for road construction 
but has been sold to Moroto Copper Industries to be used in their 
furnace. They have agreed to pay Shs 26,000,000. It will cost the 
Municipal Council Shs 2,000,000 to transport this bitumen to Moroto 
Copper Industries. 

6 The Municipal Council has a eucalyptus forest that has 20,000 trees 
which were planted in the month of July 2009. The trees take 10 years 
to mature. These are kept in the financial statements as biological 
assets. The weighted average cost of capital (WACC) is 10%. Only 
mature eucalyptus trees have estimated fair value in the market. 
At 1 July 2019 and 30 June 2020, the fair value of the 20,000 trees 
was Shs 1,512,520,000 and Shs 1,350,000,000 respectively. It is the 
policy of Government to always assess the fair value of biological 
assets at the end of each financial year. 
 

Note: The following discount factors may be applicable: 
Year 8 0.466507 
Year 9 0.424097 
Year 10 0.385543 
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7 Mrs Nyadoi, the wife of the Mayor offered to buy the eucalyptus forest. 
After consultations with the technical team, she was advised that there 
is need for a clear disposal process to be followed, though she is a 
related party and so, does not qualify for the disposal. 

8 KMC’s approved budget for the financial year 2019/ 2020 is presented 
below: 
Revenue: Shs ‘000’  Expenses: Shs ‘000’ 
     

Property rates 46,000  Administration 50,000 
Land fees 120,000  Finance 120,000 
Local hotel tax 83,400  Production 170,000 
Local service tax 130,000  Health 2,670,000 
Transfers from 
central Government 

 
5,000,000 

  
Allowances 

 
52,000 

Transfers from other 
Government units 

 
2,500,000 

  
Education 

 
3,600,000 

Other revenue 5,600  Works 980,000 
   Internal audit 45,000 
   Other expenses 198,000 
Total revenue 7,885,000  Total expenditure 7,885,000 
 

9 KMC uses cash basis as budgetary basis in accordance with the IPSAS. 
 

Required: 

(i) Prepare KMC’s statement of financial performance for the year 
ended 30 June 2020. 

(15 marks) 

(ii) Prepare KMC’s statement of financial position as at 30 June 2020. 
(10 marks) 

(iii) Prepare, using the information provided, an additional statement 
to present the budget information in accordance with the relevant 
IPSAS. 

(9 marks) 

(iv) Discuss the disclosure requirements under IPSAS 20–Related 
Party Disclosures. 

(6 marks) 
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(b) The Local Governments Act, 1997 as amended and the Local Governments 
(Financial and Accounting) Regulations, 2007 provide guidance on control 
and management of funds and resources in the local government sector. 
They cover all aspects involved in proper management of public funds and 
property in all local government units. 
 

Required: 
 

Discuss, with reference to the above statement, the aspects covered by the 
Act and Regulations in regard to proper management of public funds and 
property. 

(10 marks) 

(Total 50 marks) 
 

 

 
 

Question 2 
 

(a) The Public Procurement and Disposal of Public Assets (PPDA) Act, 2003 as 
amended requires the procuring and disposing entity (PDE) to appoint a 
contracts manager that will be in charge of the contract management 
process, which is one of the most important stages in the public 
procurement and disposal of public assets. 
 

Required: 
 

Discuss the challenges faced by the PDE in contract management. 
(5 marks) 

(b) Kango Municipal Council, one of the new municipalities created by an Act of 
Parliament, recently held elections where one of the contractors of the 
mother Town Council was elected as the mayor.  
In his inauguration speech, the mayor highlighted that he expects all the 
works to be subcontracted to the local people since it promotes harmony 
and good working relations.  
At a recent Contracts Committee meeting, the contract for low-cost sealing 
of 1.5 km of Kango-Kapir Road was awarded to a company owned by the 
mayor, though no proper procurement process was done for this contract. 
The Town Clerk tasked the Contracts Committee to explain why they had 
awarded that contract. He was informed that the mayor’s company was on 
the pre-qualification list but this was completely rejected by the 
Procurement and Disposal Unit (PDU). The Town Clerk has hinted on 
termination of the term of the current members of the Contracts Committee 
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and appointment of new members. He has sought your guidance on this 
matter since you are among the pioneer members of this Municipal Council.  
 

Required: 
 

Advise, with reference to the PPDA Act 2003, as amended, the Town Clerk 
on the following: 
(i) Composition of the Contracts Committee (6 marks) 

(ii) Functions of the Contracts Committee (7 marks) 

(iii) How to handle disagreements between the PDU and Contracts 
Committee. 

(3 marks) 

(iv) Circumstances under which pre-qualification may be used as method of 
procurement. 

(4 marks) 
(Total 25 marks) 

 

Question 3 
 

(a) Ochaapa Sub-county is currently holding an annual workshop for its heads 
of department. The Treasurer, in his opening remarks, noted that the heads 
of department are required to produce monthly financial statements. This 
surprised the heads of department who thought that preparation of financial 
statements is the business of the Finance Department. The Treasurer has 
designated you to sensitise them on this and other aspects pertaining to 
processing accounting information as prescribed by the Local Governments 
Financial and Accounting Manual, 2007 and Local Governments (Financial 
and Accounting) Regulations, 2007. 
 

Required: 
 

Explain, with reference to the Manual and Regulations, the financial 
statements that heads of department are required to produce and submit to 
the Head Finance. 

(6 marks) 
(b) The Minister of Natural Disasters, while presenting their annual estimates to 

the Committee of Security and Disaster, indicated that one of the biggest 
hindrances to executing their mandate is the small portion of the 
Contingencies Fund that is allocated to natural disasters. He requested for 
support from Members of Parliament to amend the relevant Act to allow 
them to fund their budget deficit from debt. For proper management of the 
debt component, the Ministry of Finance has enrolled them on the Debt 
Management and Financial Analysis System (DMFAS). 
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Required: 
 

Assuming the role of head of training at the Ministry of Finance, discuss the: 
(i) Requirements for responses to natural disasters that can be funded 

from the Contingencies Fund as per the PFM Act 2015 as amended.  
(6 marks) 

(ii) Advantages of DMFAS in public financial management (7 marks) 

(c) The Leadership Code of Conduct aims at ensuring that leaders adhere to a 
standard behaviour that promotes integrity and accountability by making a 
written declaration of income, assets and liabilities, in the forms provided, to 
the Inspector General of Government. 
 

Required: 
 

Examine the circumstances under which leaders are in breach of the 
Leadership Code of Conduct. 

(6 marks) 
(Total 25 marks) 

 

Question 4 
 

(a) Uganda Railways Authority (URA) has been mandated by Government to 
revamp railway transport in Uganda to enable trade in the East African 
Community, since it is the cheapest cost of transport for inter-country trade 
compared with the other modes of transport.  
On 23 September 2019, URA received United States Dollars (US $) 450,000 
funding from Government to revamp the railway transport. On 24 January 
2020, URA bought, from Royal Vanzateen Enterprises, 5 carriage vans at a 
cost US $ 120,000 each, paid in 3 equal instalments starting with the day of 
purchase; 24 May 2020 and 25 September 2020. The exchange rates of 
Uganda Shillings per 1 United States Dollar were as follows: 
 

Date Shs 
1 July 2019 3,300 
23 September 2019 3,500 
24 January 2020 3,550 
24 May 2020 3,650 
30 June 2020 3,570 
25 September 2020 3,400 

 

Required: 
 

Prepare extracts from the financial statements to show the accounting 
treatment of the above transactions in the books of URA as at 30 June 2020 
in accordance with the relevant IPSAS. 

(8 marks) 
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(b) The disclosure of appropriate information about the General Government 
Sector of a Government can enhance transparency of financial reports, and 
provide for a better understanding of the relationship between the market 
and non-market activities of the Government and between financial 
statements and statistical bases of financial reporting as guided by IPSAS 
22–Disclosure of Information About the General Government Sector. 

 

Required: 
 

Explain the disclosures made in respect to the General Government Sector. 
(4 marks) 

(c) The main objective of IPSAS 9–Revenue from Exchange Transactions is to 
prescribe the accounting treatment of revenue that arises from exchange 
transactions and events such as rendering of services, sale of goods and 
services and use of other entity’s assets. 
 

Required: 
 

Discuss the guiding principles in respect to accounting treatment of revenue 
from interest, dividends and royalties in accordance with the Standard. 

(3 marks) 

(d) In March 2020, the President constituted the Covid Response Task Force 
(CRTF) to spearhead the purchase of all necessary equipment and facilities 
for management of the Covid-19. CRTF collected funds that were used to 
purchase motor vehicles to facilitate movement of the medical personnel in 
management of the pandemic.  
 

Among the items not funded was the construction of a specialised hospital 
at Namawojjolo Community Centre to act as the pandemic hub for the 
Eastern part of the country at a cost Shs 6 billion. Thus, Government 
acquired a loan facility from International Credit Facility, a fund created to 
finance capital item funding for the fight against Covid-19, at an interest 
rate of 10% per annum, payable in arrears on the outstanding balance of 
the loan for 4 years. The market rate for a similar transaction is 15% and 
measures the loan at amortized cost. 
 

Note: The following discount factors may be applicable: 
Year 1 0.869 
Year 2 0.756 
Year 3 0.658 
Year 4 0.572 
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The rates for capital payments are as follows: 
Year  
1 10% 
2 20% 
3 40% 
4 30% 
You have been appointed as Head Finance for the CRTF. 
 

Required: 
 

Prepare journal entries for the initial recognition of the loan facility and 
subsequent treatment of the transaction in accordance with the relevant 
IPSAS. 

(10 marks) 

(Total 25 marks) 
Question 5 
 

(a) The Local Government Budget Framework Paper (LGBFP) is an important 
tool of planning and budgeting in local governments. The LGBFP explains 
the three-year budget strategy and helps to focus the debate on spending 
options in the local governments. The structure of LGBFP has been revised 
to enhance the effectiveness of its planning and budgeting process.  

 

Required: 
 

Discuss the purpose of the Local Government Budget Framework Paper as 
per the Local Governments Financial and Accounting Manual, 2007. 

(5 marks) 

(b) The Public Finance Management Act, 2015 as amended highlights the key 
institutions that prescribe the Institutional Framework for management and 
conduct of public sector entity affairs in Uganda. 

 

Required: 
 

Discuss the key institutions that prescribe the Central Government 
Institutional Framework as provided for by the Act. 

(5 marks) 

(c) Mitemula Town Council (MTC) has undergone re-organisation because of 
the parish development model, a new Government policy where 
management of development funds has been decentralized further to 
parishes. MTC requires more qualified people to supervise operations in the 
parishes under its jurisdiction. As such, a Town Treasurer has been 
appointed by the District Service Commission to replace the long-serving 
Senior Accounts Assistant who has been acting in the position for the last 10 
years since MTC’s inception.  
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At the hand-over ceremony, the Town Treasurer indicated that the Town 
Council uses modified cash accounting for preparation of financial 
statements. However, this was contradicted by the Senior Accounts 
Assistant who said that the Town Council is required to use accrual 
accounting as a basis for preparation of financial statements. 
 

At the next Council session, the Senior Accounts Assistant was appreciated 
for the good work done during the 10-year period. At the same meeting, 
the Town Treasurer was welcomed and advised to always work in harmony 
with the Council since it has powers to sack him. However, the Mayor 
informed the councillors that sacking the Treasurer is not part of their 
mandate and advised them not to interfere with his work. 
 

The following information was extracted from MTC’s financial statements for 
the financial year ended 30 June 2021: 
 

 
 
Details 

Budget 2021 
 

Shs ‘000’ 

Amounts billed 
and expected 2021  

Shs ‘000’ 

Amounts 
collected 2021 

Shs ‘000’ 
Local service tax 14,000 10,540 13,000 
Land fees 15,000 12,600 9,870 
Business licenses 84,000 84,000 79,800 
Local hotel tax 32,750 23,740 15,600 
Other tax revenues 6,980 4,830 970 
Investment income 16,970 14,200 3,670 
Property rates 83,145 62,584 60,790 
Fines  8,970 1,290 1,290 
Total 261,815 213,784 184,990 

 

Due to the lock down to control the spread of Covid-19, three hotels in the 
Town Council closed yet they had been billed Shs 6,000,000 for local hotel 
tax. 
 

You have been approached by the Town Treasurer, your CPA classmate, to 
advise on the issues raised during the hand-over ceremony and Council 
meeting and also guide on preparation of financial statements.  
 

Required: 
 

(i) Explain the difference between accrual and modified cash bases of 
accounting. 

(2 marks) 

(ii) Discuss the powers and functions of the Council, with reference to 
Mitemula Town Council. 

(5 marks) 
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(iii) Prepare MTC’s statement of revenues collected during the year (based 
on source of revenue), with reference to the Government of Uganda 
Financial Reporting Templates, 2018. 

(8 marks) 

(Total 25 marks) 
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