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EXECUTIVE SUMMARY

Mr. Speaker Sir,

During the review and consideration of the Audit Commission report on the Financial

Statements of the East African Community Organs and lnstitutions for the year ended 30th

June 2015, issues presented were examined and recommendations have been proposed'

The community had a budget of usD 125,643,894 and the actual expenditure totalled to

usD 81,349,607 hence an overall budget performance of 65%. Overall, the financial

position of the Community remained reasonably healthy, with sufficient liquid assets

to meet its maturing liabilities as they fell due.

Largely across the EAC lnstitutions, projects and programmes have a big issue of budget

absorption requiring proper budgetary planning and coherence and consistency in the

budgeting process. An EAC single projects unit is required to harness Projects

Coordination of growing EAC projects.

EAC Organs and lnstitutions did not recover from Revenue Authorities of Partner states

accumulated VAT refund, leading to forfeiture of activities that could have been

undertaken using the unrefunded VAT refunds'

Finally, gross irregularities were noted in recruitment and award of short term contracts,

a process that contravenes staff Rules and Regulations and the Treaty. similarly, many

procurement processes in the EAC Organs and lnstitutions contravene procurement

procedures.

Nevertheless, the Accounts presented fairly, in all material aspects, the financial position

of EAC Organs and lnstitutions for the year ended 30th June 2015; their financial

performance and cash flows for the period were in accordance with lnternational Public

Sector Accounting Sta n da rds (IPSAS).
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T'ART I
1.0 INTRODUCTION

ln accor
Africa n

Arus ha,

Audit Commission:

The Audlted Financial Statements of the EAC organs' projects and programmes for the year

dance with the provisions of Articre 134 (3) of the Treaty forthe establishment of the East

communitv (EAC), the chti'p";';;;;ii"'rqc countit of Ministers on 24th Mav' 2016 in

the united Republic ot rtntinl"'rula u"rtt"1rt" Assembly the following reports of the

i)

ii)

ended 30th June, 2015;

The Audited Financial Statements of the Lake Victoria Basin Commission (LVBC) for the

year ended 30th June, 2015;

iii)

iv)

v)

vi)

vii)

The Audited Financial Statements of the Lake Victoria Environmental Management Project

i, iiuiro ll) for the ended 30th lune' 2015;

The Audited Financial Statements of the Lake Victoria Basin-Partnership Fund for the year

ended 3oth June, 2015;

Audited Financial Statements of the lnter University Council for East Africa (IUCEA)for the

year ended 30th June, 2015;

The Audited Financial Statements for the Lake Victoria Fisheries Organization (LVFO) for

the year ended 30th June' 2015; and

The Audited Financial Statements of the Civil Aviation Safety and Security oversight

ot"".tiaott*) for the year ended 3oth June' 2015'

PaEeT of 76

ln accordance with fiu/e 77' Rule 79 and Annex 5(A/ of the Rules of Procedure of the Assembly'

the Rt. Hon. Speaker '"t""ul-tf'u 
reports to the Committee on Accounts for review The

ao.ri,,"" met for this purpose and produced a report'

The report covers the Committee's f indings and recommendations on the main issues raised This

report is sub-divided into seven (7) parts'



Part l:

Part ll:

Part lll:

Part lV:

Part V:

Part Vl:

lntrod uction

Audit Findings on the Financial Statements of the EAC Organs, Proiects and

Programmes for the year ended 30th June, 2015

Audit Findings on the Financial Statements of the Lake Victoria Basin Commission

(LVBC) for the year ended 30th June, 2015

The Audited Financialstatements ofthe Lake Victoria Environmental Management

Project ll (LVEMP ll) for the year ended 30th June, 2015

The Audited Financial statements of the Lake Victoria Basin-Partnership Fund for

the year ended 30th June, 2015

Audit Findings on the Financial Statements of the lnter - University Council for East

Africa (IUCEA) for the year ended 30th June, 2015

AuditFindingsontheFinancialstatementsoftheLakeVictoriaFisheries
Organization (LVFO) for the year ended 30th June, 2015

Audit Findings on the Financial statements of the civil Aviation safety and security

Oversight Agency (CASSOA) for the year ended 3oth June, 2015

Part Vll: Ac kn ow le dge m e nts
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PARtf II
AUDIT FINDINGS ON THE CONSOLIDATED FINANCIAL STATEMENTS OF THE EAC ORGANS'

PROJECTS AND PROGRAMMES

Z.O CURRENT YEAR AUDIT FINDIN65 AND RECOMMENDATIONS

2.1,1 Accounting Function at EAC

TheAuditCommissionreportedthattheEACsecretariatsubmittedFinancialstatementsforthe

t\ 2[t4l75to the Audit Commission on Sth Oct' 2015' The submitted Financial Statements were

signedbytheDirectorofFinanceandtheSecretaryGeneralon25thSept,2ol5and30thSep,2015

2.7 EAC SECRETARIAT

resPectivelY

It was noted that the EAC Secretariat passed a total of 1146 adjustments to the transactions ln

theGeneralLedgerafterthesubmissionoftheFinancialstatements.outoftheseadjustments,
l38wererecommendedUytf'ua'UitCommissionandtheremaining1008adjustmentswere
passed bY the EAC Secretariat'

DuringthereviewandconsiderationoftheAuditCommissionreports'theEACManagement
concededthatthereislackofcoherencyandcomplementarityinthefinancedepartmenthence

The committee observed lack of proper recording of financial transactions and general lack of

capability to exercise 'upu"i*'y 
role in the finance department The adjustments of the

Financial Statements is an indicator of failure of the EAc top Management to supervise its

departments and laxity of the finance staff and the lnternal Audit to do their work'

COMMITTEE RECOMMENDATIONS

financial imPrudence'

The Committee recommends to the Assembty to urge the EAC Council ol Ministers to:-

il strengthen EAC internot control mechanisms by ensu.ring thdt finoncial transdctions ore

occurotely ond timetY posted in the finonciat informotion system;

iil direct EAC Monagement to enhance copabilities of findnce dnd internal audit stoff; and

iiil Prevail over the directorate of linonce to render its supervisory role over the dccountants;
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2.1.2 Lack of EAC Projects Coordination Unit

The Audit Commission reported that EAC has a number of projects ongoing or proposed by

various development partners that respond to its core mandate notably: Peace and stability

Project,MedicinesRegulatoryHarmonizationProject,ClimatechangeProject,Railwayssector
Enhancement Project, Financial support Development and Regionalization Proiect etc. This

relationship is likely to continue for the long-term, hence the need to establish a top level unit to

coordinate the implementation of these projects through an effective project management'

During the review of the Audit commission report, the EAC Management informed the

Committee that the EAC Projects Coordination Unit has already been established and in place'

Terms of reference are being drafted for both the staff and the unit'

The committee observed laxity on the part of the EAC Management in projects management

and coordination. Had it not been a wakeup call by the Audit commission, establishment of the

projects coordination unit would still be far-fetched. Atso as stated by the Audit commission, lack

ofacoherentprojectsmanagementStructuremayleadtocriticalsynergiesandopportunities
being missed or unexploited. Dysfunctional management of the projects may also occur, leading

to non-realizatlon of value for money

COMMITTEE RECOM MENDATION

The committee recommends to the Assemhly to urge the EAC Council of Ministers to dired the

EAC Manaqement to findtize the establishment and operotionolization ol the EAc Proiects

Coordination unit hy December 2076.

2.1.3 Outstanding VAT Claimable - USD 847,183

The Audit Commission reported that Article 4 Section l Sub-Section (d) of the EAC Headquarters

Agreement with the United Republic of Tanzania provides for exemption of EAC from all taxes,

including withholding tax (wHT) and value added tax (VAT). However, it was noted that the

community did not recover from Tanzania Revenue Authority (TRA) VAT accumulated balance

amounting to usD 847,183. The balance was only decreased by usD 67,531 from last years as

described in the table below:

Table 1: Unclaimed VAT

Description Outstanding

as at 30th

June,2014

in USD

Debit movement

during the FY

2014/15, ln UsD

Refunds during

the FY 2014/15,

in UsD

Decrease

974,8\4.44 294,142.92 61,637.45 847,782.99(369,739.82)

Outstanding as

at 3Orh June,

2015, in USD
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a47,1a2.9967 ,6?1.45(369,739.82)294,742.929r4,A74.44Total

The committee observed persistent failure of EAc Management to negotiate conclusive and

thorough Headquarters agreement to enable EAC enjoy its privileges'

COMMITTEE RECOMMENDATIONS

ThecommitteerecommendstotheAssemblytourgetheEACCouncitoJMinisterstodirectEAc
Monagement to:

i) negotiate and conclusively finolise ogreements thdt 
.exempt 

VAT with ott EAC Partner stdtes

that host EAC orgons (,nd lnstitutions ond all meetings ond events;

ii) put in ploce mechonisms lor timely compilation and submission of claims for tax refunds;

iii) convene d tripdrtite meeting of the EAC Secretdriat' EAC Council of Ministers ond the

Revenue Authoriti"' in ott i'i'ner stotes to forge a lasting solution of the vAT issue; and

iv) Jorge a woy of engoging the Ministries of Finance directly'

2.2 REVIEW OF EXPENDITURE

2.2.7 Poymentsto short term controct stalf

The Audit Commission reported that as per the Staff Rules and Regulations (2006)' Regulation 22

(1& 2), there are two (2) tvpes oi appointments' Fixed Term Appointment and Temporary Term

Appointments, where the later shall be appointed for a period not exceeding three (3) months'

Regulation 23(14), states that all appointments shall be subject to interviews'

It was noted that some members of staff are appointed on 'Short Term' contracts which is not

covered under the staff Rutes and Regulations, and whose contracts vary from six (6) months to

one (1) year. ln nowhere has 'Short Term' appointment been taken to mean temporary

appointment.

ln addition, there is no evidence of interviews for these positions casting doubt on the

recruitmentprocess'TheorganizationincurredcostsamountingroUsD6TT,ToTassalariespaid
to employees who were appointed on short-term contracts as tabulated below:
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Month I u l'14 Aug'14 Sep-14 Oct'14 Nov-14 Dec-14

Paid

Amounts
USD 28,283.00 56,431.00 57,664.00 56,987.00 60,787.00 61,987.00

Ja n- 15 Feb-15 Mar-15 Apr- 15 May-15 .Jun-15 Total

59,995.00 58,438.00 58,438.00 58,438.00 61,821.00 677 ,707 .OO

The EAC Management informed the committee that short term contract staff were employed as

a stop gap measure awaiting recruitment of fixed term staff. with the service commission in

place, short term contract staff shall cease to exist'

The Committee observed breach of Staff Rules and Regulations by EAC Management and noted

its undertaking to cease irregular recruitment in the guise of stop-gap measures'

COMMITTEE RECOMMENDATIONS

The committee recommends to the Assembly to urge the EAC Council of Ministers to direct EAc

Management to:'

i) comply with EAc staff rules ond regulotions 2006 ond stop recruitment and renewals ol
' 

short term contracts in oll departments ol the EAC Secretoriot; ond

ii) convene the Service commission to phase out short term contracts ond drow o road mop to

fill all positions that were previously hetd by short term contract holders if necessory.

2.2.2 Pdyment oI overtime Allowonces

The Audit Commisslon reported that Regulation 48 (4) of the Staff Rules and Regulations (2006)

on overtime allowance, states that the Secretary General sha ll be required to issue guidelines for

eligibility, nature of work, and other requirements for payment of overtime allowance.

The secretariat paid USD 108,203 to various staff as overtime allowances without the secretary

General,s guidelines on eligibility and nature of work that qualifies for the payment of the

allowance.

The committee observed that EAC Management has consistently and grossly breached the staff

Rules and Regulations (2006), causing financial loss to the institutions they serve.

Paee !2 of 76
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COMMITTEE RECOMMENDATIONS

The Committee recommends to the Assemhty to urge the EAC Council ol Ministers to:

i) direct EAC Management to stop bredching the Stafl Rules and Regulotions; ond

ii) hold the opproving outhority responsible lor breoch of regulotions and cousing finoncial

loss to the institution; and

iii) take necessdrY dction'

2.2.3 trregulor Payment in Lieu ol Leave

The Audit commission reported that a review of the documentation revealed that a total of usD

53, 795 was paid to of{icers in lieu of leave' ln all instances' there was no evidence that special

permission to accrue the leave had been obtained as is required by the regulations The personal

filesfortheofficersinquestionhadnoevidencethatsuchofficersweredeniedleaveduetothe
office exigenctes

Further noted was that there wa s no a uthorization on file from the SecretarY General'

Transaction

Amount USD
PAYEEDescriPtion

Transaction

Date

cheque

No,

Journal

No.

s.806.00Ferpetua Miganda
6/30/2014 68 lieu of375 Payment in

Leave
110855

1,758.00

1,830.00

Payment for

leave

Payment in

Leave

Lieu of

Lieu of

t\,40ses Mutaasa

Jean F. Akunyo

1.,000.00Guma
Leave Adam

Ierence

401s0817/2074

400341111508122/2074

1111648/26/2014 44

11105 7

367

12,721 .OOTharcisse Kadede
7t/24/2014

18,058.00leave46697214/2015

leave
sl12l2ots

444

00

NsengiYumva

Jea n

on

leave
90r!769-l

Hon Wilbert TK

Kaahwa
112076

Untaken

compensation
53535112559

Payment

accumulated

days

untaken

compensation

Claude 73,276

is3,795.00
TTOTAL
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The Committee observed that the Secretary General irregularly approved payments in lieu of

leave contrary to regulation 71 of the staff Rules and Regulations (2006). The payments were

therefore illegally incurred. This intentional none compliance with regulations, encourage staff

to avoid taking leave in anticipation of securing payments in lieu'

COMMITTEE RECOMMENDATIONS

The committee recommends to the Assembly to urge the EAc council of Ministers to direct EAc

Mondgement to:

i) stop hreoching the EAC rules ond regulotions;

ii) olways elfect payments with supporting documents;

iii) hold the opproving outhority responsible for irregular payments; ond

iv) toke necessary oction,

2.2.4 Wostelul Expenditure'USD 76'780

The Audit commission reported that the community funds should be spent with due regard to

probity and propriety. Audit review revealed a number of instances where EAC Secretariat spent

funds that could have been avoided had management been more prudent in the utilization of its

resou rces.

A total of USD 76,180 was spent on daily subsistence allowances, conference facilities, fuel, and

accommodation for various meetings. The meetings were held in Ngurdoto and Marangu without

justification.

The EAC Management responded that all travels outside duty station are guided by staff Rules

and Regulations (2005), reg. 43 (1); on approval by the Management'

Further, Regulation 5 of the Staff Rules and Regulations (SRR) 2006 under "Definitions" defines a

duty station to mean "the assignment location on appointment or re-assignment". lt does not

define duty station in respect of distance.

The expenditure being referred to was fully approved by management after carefully considering

the provisions of the regulations and the appropriateness of these assignments to be done away

from the duty station.

It is worth noting that the department in question, is manned by only two (2) officers who

coordinate the budget process for the entire community and hence the need to coopt other

officers to assist in the budget review and consolidation, which task can conveniently be done

out of dutY statio n.
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The above explanation notwithsta nd ing, the Management appreciated the recommendation of

the Audit Commission This has already been addressed by the Secretary General's Circular dated

9thFeb,2015on'.EnhancingControlsinManagingFunds'',whichrequiresthatmeetingsinvolving

onlystaffmembersshouldbeheldinEACpremisesandconferencerooms/hallswithintheduty
station,andifexceptionalapprovaltoretreatoutsidedutystationisgranted'fullboard
accommodation and facilitation of 1/4 per diem should apply'

The Committee noted the wasteful expenditure'

COMMITTEE RECOMMENDATIONS

The committee recommends to the Assembly to urge the EAC Counc ol Ministers to:'

i) direct EAC Secretariat and other organs to put dn end to wasteful expenditure; and

ii) hold the approving outhority liable;

iii) olwoys emphosize value for money in the EAC dffairs; and

iv) take necessarY action'

2.3 REVIEW OF PROCUREMENT

2,3,7 lrregulor Procurement of Hotel Services

The Audit commission reported that During the year under review, the Community under

secretariat procured hotel services worth usD 1G3,763 with no.justification as they did not meet

the criteria for usage of direct procurement as per Regulation 69 (1) of the Financial Rules and

Regulations (2012) and Section 5'5 (3) and ( ) of the EAC Procurement Policies and Procedures

Ma nual (2011).

TheEAClvlanagementrespondedthatHotelsandconferenceservicesareprocuredthrougha
frameworkcontract.TheManagementagreeswiththeAuditorsrecommendationtoensurethat
allservicesareacquiredto,.np-"titi'"lyinaccordancewiththeprocurementproceduresand
guidelines of the CommunitY'

TheCommitteeobservedtheanomalyandindeedestablishedthatmostofthehotelsuseddid
not appear on the prequalified list of suppliers and service providers There is no regular update

ofthelistofhotelssince2ol2.EACactsintotalbreachofitsownrulesandregulationsespecially
ChapterS.4.loftheEACProcurementPoliciesandProceduresManual(2011)andregulation80
(5) of the Financial Rules and Regulations (2012)'
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2.3,2 Procurements exceeding opproved thresholds'

The Audit Commission reported that the EAC Procurement Policles and Procedures Manual

tZOfft p.ria", the threshotds for procurement methods as follows:

COMMITTEE RECOMMENDATIONS

The Committee recommends to the Assembly to urge the EAC Council of Ministers to:'

i) stop irreguldr procurement of hotels ond other related services; and

ii) alwoys update o prequalified list of suppliers and service providers'

It was obseived that tenders totaling USO 83,000 awar ded to seconded exPerts from Partner

States Pub lic institutions using single source instead of re stricted and request for quotation

The EAC Management responded that direct procurement is a method of procurement under

section 6.5 of the Procurement Policies and Procedures Manual' The Conditions under which

direct procurement may be used are provlded and the relevant justifications were approved by

the Procurement Committee' The use of the method ls therefore not in breach of the guidelines

and the circumstances for use of this method of procurement were complied with'

TheCommitteeobservednon-compliancewlththeEACProcurementProceduresandPoliciesby

theEACManagement.worr"-rtitt,expertswereengagedwithoutanvresolutionbyrelevant
bodies and the secretary Generar had not authorised the procurement in question'

COM M'TT EE B E CO MM EN D ATION S

The Committee recommends to the Assembty to urge the EAC Council of Ministers to:'

i) direct EAC secretariot to regulote secondment ol experts lrom EAc public institutions; ond

ii) direct EAC Mondgement to always comply with procurement rules and regulations'

Threshold usD
Procurement met hod

Equal or Above 50,000
Open biddingCha pter 6.1

From 10,000 to 49,9 99
Restricted tenderingChapter 6.2

From 1,000 to 9,999
Request for quotation

Chapter 6.3

Less than L,000Direct Procureme nt
Chapter 6.4
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2.3.4 Tender Aqqroved bY

The Audit Commission repo rted that during the audit exercise' it was noted that there was no

quorum for va rious meetings of the procurement committee Despite the lack of quorum, the

meetings went on to discuss and approve the procurement methods and also award contracts ln

contravention of Ch a Pter 2'10.1 of EAC Procurement Policies and Proce dures Manual

To make matters worse, case s were noted where the evaluation reports were signed by a number

less than the number of eval uators as indicated in the table below:

The EAC Management responded that quorum for P rocurement committee meetings has been

ide ntified as a challenge for the EAC Procurement Co mmittee due to members often being out

of station while carrYing out activities under their resP ective dePartments

circulated to members who aPPend

To deal with the challenges, written approvals are now being
en background and analYsis of the

their signatures to aPP rove/reject by circulation on a writt
d out the issue and Procurements

application. These are ratified in a meeting This has sorte

decisions are now mad e expeditiouslY.

n the Development of Small and Medium

The StudY on Harmonization of Regulations lmpacting o

hairman and the Secretary' However' all

Scale EnterP rises (SMEs) in the EAC was signed bY the C

tion of lmpartiality and Confidentiality'

the members signe d the attendance list and the declara

The Committee noted the anomalies and challenges thereof'

COMMITTEE RECOMMENDATIONS

The Committee recommends to the Assembly to urge the EAC Council of Ministers to ditect EAc

CommentContract
amount
USDContract DescriPtionContract

Reference

rt signed bY on

members out of

members ParticiPated
the evaluation

Repo
4

ln

lvz
150,000MegaDev

ConsultancY
Firm

honization of
pacting on the

of Small and

Study on Har

Regulations lm

DeveloPment
Medium scale EnterPrises

(SM Es) in the EAC

EAC/SRVCS/14
-14lo0o1o9

R"pott of Eva

Committee was sig

2 out of 3 members

participated in the

evaluation

luation
ned bY

25,499Executive
event ltd

EVENT MANAG

SCIENTIFIC CONFERENCE

FOREME NT
rac/snvcs/r+
,1sl0008s

SecretorY Generdl to: -
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i) atways declare irregular, all procurement meetings without quorum;

ii) atwoys comply with the procurement rules ond regulotions;

iii) always reploce members who miss procurement meetings three times in o Jinancial yedr;

and

iv)omendtheprocurementrulessodstocovertheissueofquorumandollowoppointmentof
dn r,dhoc Procurement Committee to dedl with procurement ol speciolized equipment'

2.4 REVIEW OF INTERNAL AUDIT FUNCTION

2.4.7 Performdnce of the EAC lnterndl Audit Unit

The Audit commission reported that a review of the performance of the lnternal Audit unit was

undertaken and discovered that the department is currently operated by Principal lnternal

Auditor who was recently recruited (May 2015) and is assisted by 3 other auditors: one (1)

lnternal Audltor, with fixed term contract, and two (2) lnternal Audltors who are engaged on

short term contracts (annual contracts) - that have been renewed several times since their initial

engagem ents in 2010.

The EAC Management responded that the Auditor's observation is valid taking into account that

the community is continuously expanding its mandate but with an unchanging human resource

in the lnternal Audit Unit. This has been a challenge for the unit to be able to execute the

available Audit universe and provide objective assurance in the areas of Risk Management

lnternal Controls and G overna nce.

The Committee noted the challenge.

COMMITTEE RECOMMENDATIONS

The Committee recommends to the Assembly to urge the EAC Council of Ministers to:'

i) direct EAC Monagement to recruit and increose the number of internol ouditors to the

desired level; and

ii) implement the Assembly's previous

directordte.

recommendotion to upgrade the lnternal Audit to s

2,4.2 Audit Mondgement SoJtwdre not lully used by the EAC lnterndl Auditors

The Audit Commission reported that with the development in the use of lnformation Technology

and automation of processes in the day to day operations necessitated the EAC lnternal Audit

Functiontohaveatoolthatcanassisttointerrogatethoseapplications.
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ln July 2013, EAC (lnternal Audit Unit) through Trademark East Africa (TMEA) received an Audit

Management Software (pentana) with computer assisted auditing techniques (CAAT)'

Costs associated to this project are as follows:

The Audit Commission further reported that the review of the availed documentation revea

the following;

o There no evidence to confirm that the need assessment and readiness assessment were

carried out una tpp'o'ua ly the EAC Management before starting the procurement process

of the software

o The documentation about the appreciation process of the procured software (pentana) and

its relevance to the EAC tnui'on"nt *ts not availed when requested for review

.on23/o3/2ol5theEACenteredintocontractwithAHconsultingLtdthroughLocalPurchase
order PoN/SEC/005023 f;;;r""ision of technical advisory on Audit Management software

at USD 17,500 The Overall obiective of this contract was to assist the internal audit team to

conduct internal audit through the audit management software and produce the reports'

led

DescriPtion

consulting, contract Period is

for 60 days starting from

20 I 12 / 2072 io 20 I o!20r3

between TMEA and the

consultant.. Contract Period

is for 12 months starting

from 03th Nov, 2014 uP to

o2d Nov,2015

A Local Purchase o

raised bY EAc to the

consultant (AH) on 23-

March,2015

Comment

rder was

signed

was

TMEA
Contract
between

siBned

and AH

Supplier

35,942

17,500

2O-1,213

Audit training and

r53,771AH

Consulting
Agreement tor

supplyin&
installation and

commissioning of

internal audit

software with

CAAT to EAST

AFRICAN

CO M IVI IN ITY

PO/2Or2O

642

AH

Consulting
PO/20140

AH

Consulting
Aud it
Management
software
technical advisor

Fees

io t'l/s rcl
005023

Amount
in USD

license renewal

EAC internal Audit

23d March,
2015

TOTAL

s/N

1

2 o5'h Nov,

2014

Contract
Date

2oth oec,

20L2
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Amongthedeliverabte,atleast4auditreports/auditassignmentsshouldbecarriedoutand
completed within the duration of the contract'

. tt was further noted that AH consulting had another valid contract PO/20140398 of USD

35,g42Ioraperiodof12monthsstartingfrom3'dNov,2014upto2ndNov'2015'Theoverall
objective of this contract is to undertake training for the EAC Secretariat internal audit staff

as well as u nd ertake for m ainten a nce a nd su pport service for a year through service renewal'

However,thereasonsofenterlngincontractWiththesameconsultantwhilethelaterhad
another contract of the same nature which was still ongoing was not availed when requested

for review.

o The certificate of project completion for supply installation and commissioning of the audit

managementsystemwasissuedonl5thJuly,2Ol3ThesystemwasrecognizedintheNon-
current asset (2g months after the certificate of completion has been issued (lntangible asset

was recognized in the books of account in November 2015 after passing an adjustment)'

oAlthoughthelnternalAuditorshavereceivedthelicensesandtrainedonhowtousethe
system through various trainings, there is no evidence to ensure that they are currently

conducting their audit work using the procured audit management system (pentana)'

lt,sWorthnotingthatthedocumentationavailedrevea|edthattheEACisintheprocessof
procuringthesameAuditManagementSoftwaretootherEACinstitutionsi'eLVBCandlUCEAat

cost of USD 40,000, though there is no evidence that value for money was assessed on the

previous project before launching the system in other EAC institutions'

TheEAcManagementrespondedthatitconcursWithalltheAuditCommissionfindingsonthe
matter,indeedtheEACMana8ementlsalsoconcernedaboutthedelayoftheprojectandhas
startedrevisitinSthewholeprocessofimplementationoftheManagementAuditsoftwaretothe
currentstage,thegoalistoassessandestablishthegapswhichhavecausedtheprojectnotto
be completed timely and put the Management software into use'

The Management had directed the lnternal Audit unit to provide detailed report explaining the

stages completion of the project, all shortcomings and propose the way forward The report has

been submitted to the management for action, Subsequent to receiving the detailed report the

ManagementhasdirectedthelnternalAuditUnittosuspendanyfurthernewactivityonthe
projecit until the existing challenges highlighted in the report are resolved, this include rolling out

the Audit Management Software to other lnstitutions i e LVBC and IUCEA'

The outcome of the above measure

recom mendations.

will go along the way addressing the audltor's finding and
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The Committee noted that some procurement at the EAC is done without due diligence and

needs assessment

COMMITTEE RECOMMENDATIONS

The Committee recommends to the Assembly to urge the EAC Council of Ministers to:-

i) direct EAC Monagement to olwoys corry out due diligence ond needs ossessment belore

such Procurement is done;

ii) direct EAC Manogement to ensure hoving one integrdted system' one comprehensive

network ond one license; and

iii) direct EAc Managemeft to alw/],ys ensure that procurement ol equipment and services dte

' J"mrna dri'en rother thon supply driven'
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2.5 THE EAST AFRICAN TEGISTATIVE ASSEMBLY (EALA}

2.5.1 Uncollected Receivables UsD 1,470,552

The Audit Commission reported that at the ciose of the financial year 30th June 2015, the

receivables balance was usD 1,470,552 (compared to usD 782,509 as at 30th June, 2014). The

receivables consist of mainly un-paid contributions from Partner States. lncluded in the

receivables figure of usD 1,470,552 are outstanding balances of USD 1,047,509 due from

Republic of Burundi, uso 2g7,1r2 from the United Republic of Tanzania, and usD 19,075 from

the Re public of Uganda.

None remission or lack of implementation ofthe recovery plan contravenes regulation 27,23and

23 (5) of the EAC Financial Rules and Regulations (2012) which points out that, the financial

resources of the community shall be supported by various sources of revenue including the

Partner states where by each Partner state should undertake to contribute its share of the

budget as approved by the council of Ministers and not later than 30 days after the Assembly has

adopted the budget. The Partner states contributions are due on 1't July of each FY and should

be paid within the f irst six months of the FY.

The Committee observed that the Secretary General does not issue demand notes to the Partner

States of their share of contribution to the budget for remittance of budget contribution as

required by the regulation and no recovery plan or any efforts in place. This will not only lead to

cash flow problems but also ultimately affect the implementation of the planned activities'

COMMITTEE RECOMMENDATION

The committee recommends to the Assembty to urge the EAC Council of Ministers to:'

i) direct the EAC Secretory General to issue demond notes as required by the regulotion; and

ii) direct EAC Mdnagement to draw and implement d recovery plon'

2.5,2 lrregulat Recruitment of Short Term Contract Staff

The Audit commission reported that a review of the organ's Personnel Function for the period

under review revealed that, EALA employed 18 short term contract staff'

It was noted that EALA kept renewing the contracts on expiry without going through the

recommended recruitment procedure. There was no any evidence in personnel files to show how

the staffs were recruited.

The EALA Management responded that Regulation 18 to 22 of the EAc staff rules and regulations

2005 provides as indicated. lt should however be noted that the category of staff mentioned are

not tempora ry staff in the meaning of the regulation as in dicated. These are staffs who have been
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TheCommitteeobservedcontraventlonoftheEACstaffRulesandRegUlations(2006)especially
regulations 20 (3), zz and 27 (2)'The EALA Management also agreed with the Committee that

the practice is irregular' Therefore' the EALA Management response that Regulation L8Io22 of

the EAC staff rules and regulations 2006 provided for the "irregularity" is misguiding lt should

howeverbenotedthatthecategoryofstaffmentionedarenottemporarystaffinthemeaning
oftheregulationasindicated.T-heCommitteenotedthatholdersofthetemporaryVacancies,

emploYed on short term contracts as a stop gap measure awaiting the finalization of the

have occupied them for over six (6) years'

COMMITTEE RECOMMENDATIONS

The committee recommends to the Assembly to urge the EAC council of Ministers to establish

the posts dnd direct the EAC Secretdry General to:-

COMMITTEE RECOMMEN DATION

The Committee recommends to the Assembty to urge the EAC Councit of Ministers to direct the

EALA Mdnagement to:'

stop breaching the Staff Rutes ond Regulations;

i) compty with stdfl rutes ond regulations ond stop recruitment ond renewals of short

term contrdcts in all depdrtments of the EALA; and

iil Convene the Service Commfusfun to phdse out short term contrdcts and draw o road

map to filt ott po'iiii"'inti- *"'" p'"'io"ly hetd by short term contrdct holders if

necessary'

2.5.3 lrregular Payment of Overtime Allowance USD 53'025

The Audit Commission reported that a review of the organ's payroll for the period under review

revealedthatatotalofUSD53,o25waspaidtoaSovertimeallowanceyetitwasnotprovided
for in their appointment letters' their illegal appointments n otwithsta nding'

The EALA Management responded that it is true that the contracts of the concerned staff do not

mention overtime as an automatic payable to the said staff' overtime allowance is one that is

paid only as and when it is necessary ln any case the said contracts do not specify that they are

not PaYable.

The Committee observed non implementation of the Assembly recommendations as enshrined

inthereportoftheCommitteeonAccountsontheAuditedAccountsoftheEaStAfrican
Community for the year ended 30th June' 2014 as debated and adopted in December 2014'

i)
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ii)

iii)

hold the opproving outhority responsihle lor breach of regulations and cousing

finoncial loss to the institution; dnd

toke necessdrY oction,

2.5,4 lrregularities noted in the Procurement of Goods and Services

Un-planned procurements, payment for workshops, direct procurement of hotel services and

procurements from u n- prequalified f irms'

The Audit Commission reported that:

c)

a) areviewoftheliStofallprocurementsapprovedbytheprocurementcommitteeshowedthat
procurement of hotel services were not among the approved procurements implying that

thereWerenotplannedforortheywerenotincludedintheprocuringentity,sAnnualWork
Pla n.

a review of the General ledger revealed that EALA made payments worth USD 281'460'87' to

various firms in lieu of various procurements However, these firms were not appearing on

the list of prequalifled provider's. This was a breach of procurement regulations which require

use of firms on the prequalified list of suppliers'

EALAprocuredhotelservicesworthUSD43,Sg0'08andTshs27'939'g6lusingdirectmethod
of procurement, contrary to the provisions of the procurement guidelines' None of the hotels

appeared on the prequalified list of suppliers and service providers for the period'

b)

The EALA Management responded that for events relating to high profile guests of the Speaker,

mosttyotherSpeakersofNationalParliaments,GovernmentMinistersandevenmembersof
par|iament,onlyparticularhotelscanbeusedatanygiventimeduetosecurityreasonsonthe

approvalbyEALAManagement,someoftheseeventsmaynotnecessarilyhavebeenanticipated

hence may not appear in the procurement plan'

with specific reference to Garden Restaurant, dealings with it relate to the plenary meeting he ld

in Dar-es salaam in August/septemb er 2o!4. As a standard practice, whenever EALA meets in a

partner State, its allowed to use the service providers approved by the respective National

Assembly.Wecannotimposeanyotherserviceproviderontheirpremises.GardenrestaUrant
was the approved service provider for the Tanzania Parliament'

TheCommitteeobservedbreachofparagraph4.2.Tandchapter6.4.loftheEACProcurement
Policies and Procedures Manual (2011) and regulation 67 of the EAC Financial Rules and

Regulations (2012). There is also abnormal and exorbitant expenditure on refreshments and car

hire to Garden restaurant, pizza point and smart point protocol and car hire respectively'
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COMMITTEE RECOM M ENDATIONS

TheCommitteerecommendstotheAssemblytourgetheEACCouncilofMinisterstodirect
EALA Mdndgement to alwoys comply with EAC Procurement Policies and Procedures Monuol

(2017) and EAC Finonciol Rules and Regulations'
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2.6 AUDIT OF THE EAST AFRICAN COURT OF JUSTICE (EACJ)

2,6,1 lrregular Procurement USD t77,L32

The Audit Commission reported that during the year under review' the Community under Court

ofJusticeprocuredhotel,vehiclehire,securityandfuelservicesworthUSDlTT'132with
different suppliers. The following anomalies were noted:

oBothPalaceHotelandJRElectronicsLtdWerenotprequalifiedasperthelistavailedbythe

Procurement unit'

.ClockTowerservicestationLtdWasnotprequalifiedforfuelprovisionandtherewasno
framework contract or agreement evidently on file

oThoughSerenaCarHire&ToursLimitedandKenyaKazisecurity(T)Ltdareprequalified,there

were no evident contractual agreements between the community and the companies for

provision of car hire and security services'

The above services were procured directly though they did not meet the criteria for usage of

directprocurementasperRegulation69(1)oftheFinancialRulesandRegulations(2012)and
Section 6.6 (3) and (a) of the EAC Procurement Policies and Procedures Manual (2011)'

TheprocurementsWerefurthernotincludedintheAnnualProcurementReportforFY2ol.4lTS.
These services were therefore not approved by the Procurement Committee as there were no

contractagreementscontrarytoRegulation80(5)oftheFinancialRulesandRegulations(2012).

TheEAoManagementconcurredWithAuditors,recommendationsandpromisedthatefforts
willbemadetoensurecompliancewiththeEAC,Sprocurementproceduresandguidelinesofthe
Community.

The Committee noted negligence and observed breach and non-compliance with EAC

procurement policies and procedures Manual (2011) and EAC Financial Rules and Regulations

120t2).

COMMITTEE RECOMMENDATIONS

The Committee recommends to the Assembly to urge the EAC Councit of Ministers to direct EACJ

Monagement to olwoys comply with EAC Procurement Policies ond Procedures Monuol (2077)

ond EAC Finoncial Rules ond Regulotions'

2.5.2 Payments to short term contract staff

The Audit commission reported that some members of staff are appointed on 'short Term'

contractswhichisnotcoveredundertheStaffRulesandRegulations'andwhosecontractsvary
from six (6) months to one (1) year' ln nowhere has short term been taken to mean temporary'
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Worse still, there is no evidence of interviews ior these positions casting doubt on the

recruitment processThe organization incurred costs amounting to USD S 49'700 as salaries paid

to employees who were appointed on short-term contracts as tabulated below:-

lan-15 Feb-15 Mar- 15 Apr-15 May-15 Total

4,500 4,500 4,500 4,500 4,500 4,500

The EACJ Management responded that due to delay

other alternative than relying on the short-term sta

BOARD WAS DONE BY HR ADVISORY COMMITTEE OF

The Committee observed gross contravention and bre

(ZOO6) especially regulations 20 13\ ' 72' 27 lZJ' lr i

perpetuat ittegal recruitments in the disguise of the

;;;;;;;; m"].,u,"". rhere has thererore been unrai

maintaining this Practice

COMMITTEE RECOMMEN DATIONS

The Committee recommends to the Assembly to urg-e the EAC Council of Ministers to estdblish

;;;;;::;;';';;"''iion ona di'"'t the EAc secretarv Generot to:

il comply with stolI rules and regulations and stop recruitment and renewols of short

'' 
term controcts in EACJ; and

ii\ convene the Service Commission to phase out short term contrdcts dnf, /7q: a rood

maptofill"o"i''i'l""ini-*'"'"p'"uiou'lvn"ii-aitn"utermcontroctholdersif

in recruitment process the Court had no

ff. THE PROCESS OF HAVING THEM ON

EAC SECRETARIAT.

ach of the EAC Staff Rules and Regulations

, erident that there has been sustained

,Oa,,o*un, of "lnstitutional Review" and

,n"r, 
"nd 

disservice to the CommunitY by

necessdrY.

Dec-14Nov-14Oct-14Sep-14Aug-14J ul-14

4,5004,2003,5003,s003,500Amount usD)
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2.7 PROJECTS AND PROGRAMMES

2,7.7 AUDIT OF PARTNERSHIP FUND

2,7,2 Failure to Prepare Financial Statements

The Audit commission reported that Partnership Fund financial statements had not been

completed in December 2015 contrary to paragraph 12.2 of the Memorandum of Understanding

between the EAC and Development Partners on the EAC Partnership Fund which states that the

secretariat will submit to the Partnership fund steering committee an annual progress report

including a financial report at the end of October of every financial year'

TheEACManagementreportedthatthefinancialstatementshavebeenpreparedandavailedto
theAuditcommls5ion,TheEACManagement,however,laterinformedtheCommitteethat
financial statements awaited the steering committee which later convened and had the

statementssignedinMay2Ol6.TheEACManagementownedthemistakeandapologised,

TheCommitteenotednon-compliancewiththeMoUonthepartofEACManagement.Lackof
seriousness will certainly lead to non or low level achievement of objectives and poor

performance, hence displeasure to the donors'

COMMITTEE RECOMMENDATIONS

The committee recommends to the Assembly to urge the EAC Council of Ministers to dired the

Secretary Generdl to:

i) always ovoil finonciol stotements ds required;

ii) institute o neutrol teom to verify the quolifications of the Proiect Accountont and Accounts

Assistdnts and report to the Assembty by December 2076; and

iii)submittotheAssembly,duediligencereportonsta|fquolificotionseorlierrequestedby
october 2076.

2.7.3 trregulorities noted on the short term/temporory appointments'

The Audit commission reported that Review of staff contracts particularly short term staff were

appointedWithoutanyevidenceofVacantpositioncausedbycircumstancesprovidedinthe
Regulation22|2||a|ofEACStaffRulesandRegulations.ltwasalsonotedthat,staffundershort
termcontractareappointedtofillvariouspositionsfortheperiodofsixtotwelvemonths
renewable several times to infinity contrary to regulation 22 (2\ (cl of the staff rules and

regulations.
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TheEACManagementrespondedthattheservicesofshort-termstaffareneededonlongerterm
than the three months proriaea for in the staff Rules and Regulations to enable the EAC Organs

function until such a time when a new structure will be approved and positions filled'

The Committee observed gross contravention and breach of the EAC Staff Rules and Regulations

(2006) especially regulations 20 l3l ' 22' 22 l2)' The so called short term or temporary

appointments should not exceed three (3) months in accordance with the regulation The

Committee regrets to not" unO inform the House that the holders of the temporary vacancies

have occupied them for over six (6) years'

ltisevidentthattherehasbeensustainedperpetualillegalrecruitmentsinthedisguiseofthe
EAC slogans of "lnstitutional Review" and "stop gap measure"' There has therefore been

unfairness and disservice to the Community by maintaining this practice'

COMMITTEE RECOMMENDATIONS

ThecommitteerecommendstotheAssemblytourgetheEACCounciloJMinisterstoestoblish
i'i" irtrt ,ra a,rect the EAc secretorv Generol to:'

i) comply with stoff rules and regulations ond stop recruitment dnd renewols of shortterm

contracts in otl EAC proiects and programmes; and

ii) Convene the Service Commission to phase out short term contracts qnd draw o road

mop to fitt 'tt 
po'ifi;;'';;;;'-*"'" i'"uiou'tv n"ia ry 'no't 

term controct hotders it

necessary.
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2.7'4 Non'compliance with procurement Rules dnd Regulations USD 95'770'30

The Audit commission r"ri"o-,nu, partnership Fund incurred costs amounting to usD

95,710.30 for purchase "f ";;;;' 
goods and services by way of direct procurements hence

violating effectiv" 
"na "ri.i"nt 

pr*Lirem"nt pro.edures with emphasis on maximization o{ value

for money through free unA iui"omp"tition by practicing transparency and accountability and

sections 2.4.2(1land3'4'7(';;;;;;^tProcurementPolicvandProceduresManual'

The EAC Management insisted that the practlce was regular'

AlthoughtheEACManagementinsistedthatthepracticewasregular,theCommitteeobserved
that the practice was i"ug'lu' and noted breach and non-compliance with EAC procurement

policies and procedures rnun']'f 
'0" 

and EAC Financial Rules and Regulations 2012'



COMMITTEE RECOMMENDATION

The committee recommends to the Assembly to urge the EAC council of Ministers to direct the

EAC Secretory Generol to compet his stoJf to alwoys comply with EAC Procurement Policies and

Procedures Monual 2077 dnd EAC Financiol Rules ond Regulations.

2.7,5 Doubtfut controct Jor the study on Hormonization oJ regulations impocting on the

development of smoll ond medium enterprises in EAC region USD 150,000

The Audit Commission reported that on 6th November, 201.4, both Technical and financial

proposal for the study on Harmonization of regulations impacting on the development of small

and medium enterprises in EAC region was submitted to EAC. All bids were opened between 11th

November 2014 and 16h2/2014 and evaluated accordingly. The final results were as follows:

. MegaDev Consultancy Firm score 86.6 with price of USD 138,600

o DCMD Advisory services score 82.5 with price of USD 150,000

o KPMG score 69.7 with price of USD 239,283.77

On 16th Dec, 2014 Evaluation committee of EAC recommended to the Procurement committee

to award the consultancy services for the study on Harmonization of regulations impacting on

the development of small and medium enterprises in EAC region to MegaDev Consultancy firm

who met the technical and Financial qualification at a total cost of USD 138,500 (inclusive of staff

remuneration of USD 95,500 and reimbursable costs of USD 43,100.)

It was revealed that the Procurement committee at its L2th ordinary meeting held on 10rh Jan,

2015 approved the recommendations of evaluation committee to award the contract to

MegaDev consultancy firm. However, contrary to the price quoted by consultant and approved

by evaluation committee, the tender committee awarded the tender to MegaDev consultancy

on total cost of USD 150,000 (inclusive of staff remuneration of USD 125,000 and reimbursable

costs of 25,000) which was over and above the financial proposal bid submitted by consultancy

and approved by evaluation committee by usD 11,400. contract was signed by both parties on

17th Feb, 2015. tnstead, the cost of USD 150,000 was quoted by the second bidder DCDM

Advisory services.

The EAC Management responded that the Consultant quoted and was evaluated excluding Tax.

However, he indicated the tax etement to be USD 153,880 in its financial proposal. MegaDev

Consultancy Firm score 86.6 was arrived at based on the Financial Proposal of USD 138,600. This

proposal excluded the tax element which had been provided in the Financial Proposal as USD 15,

280 in its financial proposal. This amounts to USD 153,880. The figure excluding tax was used for

evaluation purposes since the two other proposals quoted exclusive of tax.

Page 30 of 76



2.7.6 tmproper p('yments oJ Reimbursahle expenses USD 27'576

The Audit commission '"0"";; 
;;; en 7th oct' 701"4' 

.EAC 
entered into contract with ABS

CoNSULTlNGGRoUPLTDforprovisionofconsultancyservicestoconductapillarpreassessment

of EAC. The consideration for this contract was Consultancy fee of USD 48'800 and Reimbursable

Expenses of USD 27,576 wnere fy the consultancy fee was supposed to be paid in two

installments of 30% of consultancy fee uSD 14'520 upon submission of acceptable inception

reportand 70% oI theton'u'i"nt' iu" USD 33'880 after sub mission a nd approval offinal report'

Contrary to Clause 2 3 of the contract' EAC paid Reimbursable expenses amounting to USD

27,575 without supporting documents and before the contract was in force' The payments to the

consultant were made through cheque numbers 1901 and 1929 amounting to USD 22'792'80

and USD 53,183.56 res PectivelY'

The Committee observed that the cost that was paid may not have been incurred'

COMMITTEE RECOMMENDATIONS

The committee recommends to the Assembly to urge the EAC Council of Ministers to direct the

The Committee observed irregularities of non-advertise ment of the consultancy work and non-

availability of the resultant report

COMMIfiEE RECOMMENDATION

The committee recommends to the Assemhly to urge the EAC Councit of Ministers to direct the

EACSecretory Gene'ol to ofua)s compty with EAC Procurement Policies ond Procedures Monual

izotU ona iac rinonciol Rules ond Regulations'

SecretarY General to:-

i) always submit ony or all required documents to ouditors; and

ii) recover the irregularly spent dmount ond report to the Assembly by October 2016'

2.7.7 Poyments mode to suppliers without contrdct LJSD 60'000

The Audit commission reportel tiat EAC through partnership fund engages expert to carry out

various Assignm"nt' '"gu'ai;; 
rnonetary affairs for the consideration of USD 60'000 without

contract. However, the following irregularities were noted:

. No evidence regarding the origination of these activities contrary to Reg 66 (1&2)

o These activities were not advertised

. There was no competitive selection processes
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.Therewasnoevidenceregardingthesubmissionofthebidsoranykindofquotations
hence the basis of the amount paid is unknown

. No evaluation was conducted for their suitability

. Approval for the final reports is also not available'

The committee noted that the act was an outright breach and violation of regulation 80(5) of

EAC financial rules and regulations (2012) that prohibits any service or works to commence, or

goods ordered until a contractual obligation between the community and the supplier has been

established by signature of both parties to the contract'

COMMIITTEE RECOMMENDATIONS

The committee recommends to the Assembly to urge the EAC Council of Ministers to direct the

Secretory Generdl toi

i) always submit ony or dll required documents to auditors; and

ii) recover the irregularly spent omount dnd report to the Assembly by October 2076'

2.7.8 Avoidable expenditures UsD 30,337'80

The Audit commission reported that on 22nd September 2014, EAC signed a contract with

Deloitte & Touche, cPA (T) for carrying out an audit of EAC Partnership fund for the year

2o73/2oT4foratotalcontractpriceofUSD25,Tl0includingUSD3,885forreimbursable
expenses. Article 1.3 stipulates that at the end of the audit, the consultant must submit an audit

report to EAC. Further, Article 2.4 says that EAC shall reimburse only costs incurred by the

consultant after the entry into force of the contract'

The Audit unearthed the following irregularities

The award of the tender for external auditors is not in compliance with the partnership

fundingagreementwhichstatesthatthePartnershipfundsshallbeauditedbyEACAudit
Commission. ln addition, no special request was availed to prove that the Partnership

Fund steering committee had requested the special external audit of Partnership fund'

lnaddition,forthesamefinancialyearthisprojectWasauditedbytheAuditcommission

as per requirement of MoU cited above hence two external audits were conducted for

the same financial year for the same project
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Further, the purpose of this audit did not add any value to the project as the audited

report produced by Deloitte & Touche stated that the audited financial statements are

restricted as internal report and not suitable for any other purposes

o EAC paid Deloltte & Touche USD 30'337 80 through chq no 1926 and 7416 to carry out an

audit of EAC Partnership fund for the financial Year 2}r3l2or4 The review of this

payment noted that included in the amount paid is reimbursable expenses totalling USD

3,885. However, no supporting documents were availed to prove that theY were

expenses incurred in the course of delivery of the audit service'

The Committee noted breach and violation of para'18 (1) and (3) of MoU between East African

Community and the development partners on the EAC Partnership Fund'

COMMITTEE RECOMMENDATIONS

ThecommitteerecommendstotheAssemblytourgetheEAccouncilofMinisterstodirectthe
EAC SecretarY General to:'

i) always comply with rules dnd regulations; ond

ii) recover the irregularty paid monies and report to the Assembly by October 2076'

2,7.g Non-complionce with procurement Rules ond Regutations IJSD 77'275

The Audit Commission |."*r*"oin", audit review revealed that PAF incurred costs amounting to

USD 11,275 for purchase of various goods and services by way of direct procurements hence

effective and efficient procurement pro.edures with emphasis on maximization of value for

moneythroughfreeandfaircompetitionbypracticingtransparencyandaccountabilitywas
violated.ontheotherr''na'itwasalsoobservedthatgoodsarepurchasedwithoutbeing
requested by user and without being in the procurement planning' The details of these purchases

an alyse d here under:

The committee observed non_compriance with procurement procedures in force.

RemarksAmount
USD

chqRef

and evalu

through LP

@usD 795

te5 .le byLIredn cldetebS dB.lE pagh
end oada8 ptmrt ec a5erLI cl p

nerta mdne epLIc e mobuted pa
da9rederd po1 15 300o Eo P c/n A/so

6,360lR Electronics

Itd
1806POA,/SEC

/00!67 3

source
ment.

procurement of computer
SinBle

ul
4,975.tR Electronics

Itd
1900

71,2751001545 71649
POA/SEC

Total

Payee

for
ofQuotations
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COMMITTEE RECOMMENDATIONS

The Committee recommends to the Assembly to urge the EAC Council ol Ministers to direct the

Secretary General to:'

i. olways ensure that EAC regulotions ore complied with; and

ii, recover the irregularly spent monies and report to the Assembly by october 2076,

2,7,70 Doubtlut supporting documents for supply oJ printer ond computer equipment usD

11,245

The Audit Commission reported that on 4rh June 2013, a request for quotations for the

procurement of printer and computers was sent to JR electronics, MlcA computer services and

Mfi office solution ltd. The quotations were received on 7th June 2013 and evaluated by the

evaluation committee of EAC and the final results were as follows:

o JR Electronics was ranked to Number l with price of USD 7,492.96 VAT incluslve

. MlcA computer services ranked number 2 with price of USD 7,568 VAT inclusive

. Mfi office solution ltd ranked no 3 with price of USD 1O,9tZ'82 VAT inclusive

Evaluation committee of EAC recommended to the Procurement commlttee to award the

procurement contract to JR Electronics the firm which met all requirements by being the lowest

evaluated bidder with the total price of USD 7,492.96 VAT inclusive'

The following irregularities were noted:

There is no proof that all the bidders were requested to submit their quotations. ln addition,

whereas the quotation of JR electronics and MICA computer services mentioned the request for

quotation, Mfi Office solution did not mention it.

Contrary to the recom men dations, procurement department ordered goods from the highest

evaluated bidder with the price of USD 10,912.82 all tax inclusive. Consequently, awarding the

tender to the highest bidder (Mfi office solution) cost EAC USD 3,419'86 more than what it would

have paid if purchased from the right supplier'

tn addition, it was noted that EAC established the LPo no PoA/sEC/001555 for USD L2,495.02 all

tax inclusive to Mfi office solution instead of usD 10,912.82 quoted by Mfi office solution.

Whereas the delivery note was not availed, the goods received note mentioned the value of

goods received to be usD 10,589 excluding usD 323.82 of VAT as stated in the quotation of Mfi

office solution.
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Further, the documents availed do not mention any serial number or any other lD for the

equipment supplied' Consequently' the audit failed to verify physically the existence of the

equipment said to have been supplied'

It was also revealed that, the invoice paid for was submitted by MFi document solutions instead

of Mfi office solution that was awarded the LPO' ln addition' the invoice amount was USD 11'245

different from neither usD Lo,.glz.g2quoted by Mfi office solution nor usD 12,495'02 quoted in

the LPo. The invoice of USD ;'245 was paid for through cheque no 6530 dated 14th July' 2014'

Hence, EAc made an "*."r, ,"u.un, totaling usD 3,752.04 which is the difference between the

amount paid (USD 1"1,245) 
"na 

ti'u p'it" quoted by the successful bidder jR electronics (USD

7,4g7.96\.Further, on bank statements' the cheque no 6530 was withdrawn by MFI Development

solution which is again different from any of the above companies'

The Committee observed the arrogant irregularities performed in the transaction'

The Committee recommends to the Assembly to urge the EAC Council of Ministers to direct the

EAc secretdry Generar * n-rou,", the itegularly spent lunds from responsible ofJicers and

COMMITTEE RECOMMENDATION

report to the Assembty by October 2075'

AUDIT OF HIV PROJECT - MIXED FUNDING FROM HIV/AIDS GROUP

2.8.7 l\nder lJtilizotion of Budgeted Funds

The Audit Commission reported that a review of the 2014-2

report showed the following instance of underutilization of t

activities were not implemented as shown in the table below;

015 project budget Performance

he budget. Some of the Planned

commentUnutilised

\%l
us D)

Unutilised
amount

Actual
(usD)

Budget
(usD)

Aitivity descriPtion

oroiect documents ond RePorls'
'ni,, contributing the low

expenditure under this line'

ofliof

a,tng
ofnh

5e5ec pupt5coe lo
bd(eve vocebeo vetimee gsfo t ersnPonetnlem sp
DU36HFIAudcl

ti s5 p5'oT hoR5

85.A9%10,307.187,692.8212,000.00Procure office suPP lies,
andstationarY

equiPment

states funding covers generol cost

on tetephone bills for proiect land

lines, ond olso includes internet

fider PartnerEAC secretoriot16A6%9,939.473,060.5913,000.00Pay for Office Uti

and administrative costs

lities
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Activity descriplion Eudget
(usD)

Actual
(usD)

Unutilised
amount
(usD)

Unutilised

l%l

Comment

fees. Therefore, the observed

expenditure wos moinly relotes to
vehicle repoirs and mointenonce,
ond bonk chorges for the whole
yeot. Thus the low expenditure.

Conduct end of
programme Evaluation
of 201.2174 Plan and
Develop the regional

HIV and AIDS StrateBic

Planfor 2014/2016

2s 100,00 25 100,00 700% No expenditure incurred under this
budget line becouse activity could
only be conducted after the project
strategic plon period ends. lt's the
process is of bringing on boord o

consultont is on-going ond
implementotion of this octivity will
toke ploce in this current Finonciol
yeor. This is becouse the project wos
gronted o cost extension, ond will be
winding up this current Finonciol
yeor 2015/2016.

Hire Consultant to
develop a regional EAc

Legal Reform Action
plan to address the gaPs

8 500,00 8 500,00 10070 The cost for developing o regionol
EAC legol reform dction plon to
oddress the gops wos covered by

UNDP RST

Convene a reginal
meetin8 to assess

progress on

implementation of the
legal reform action plan

47,000.00 77,700.47 30,199.53 63.O5% This was octual expenditure
incurred on country volidotion of
the drolt report on the
comprehensive onolysis report
on HIV & AIDS laws, policies and
strategies and the proposed
legal and policy lromework.
lnitiolly we hod onticipated to
hove o comprehensive anolysis
report qpproved by July 2013

ond therefore be able to ossess

its implementotion in the 2014.
This wds not possible so the
resources were used for
volidotion. Assessment of
implementdtion will be in 2016

/2017.

Convene re8ional

Partnership Forum(s)

for Key HIV and AIDS

stakeholders

12,950.00 12,950.00 100% The octivity was scheduled Jor
June 2075, but could not take
ploce becouse most partners
were engoged ond the octivity
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CommentUnutilised

$l
Unutilised
amount
USD

Actual
(us D)

Budget
(usD)

Activity descriPtion

wos reschedule

September 2075

gth onddon

This wos deferred to

dote bY the Technicol working

qrouP, ond the team ol.so

odvised thot there wos no votue

for moneY in devetoPing the

stroteg1 while develoPing the

HIV ond AIDS TB STI strutegtc

Dton 2015 - 2o2O wos still
'ongoing This witl be

implemented during the course

of 2076 - 2017-

the loter
to0'/"37,100.0037,100.00

eMTCT strategY and

roadmap for fast

tracking its

implementation
Validation WorkshoP

regionalDevelop a

This wos deferre

dote bY the Technicol wo*ing

groul, ond the team ol.so

odvised thot there wos no volue

for moneY in develo7ing the

strdtegY while develoPing the

Hlv ond AtDs TB sTl strotegtc

olon 2075 - 2020 wos still
'ongoing. This will be

implefiented during the course

of 2016 - 2017.

d to the loter
8s.89%t6,147.002,653.0018,000.00a regional

t\,4obilisation

sustainabilitY

Develop
resource
and
strategY

This is bosed

expenditure.

on octuol
54.72%20,700.5017,549.5038,2s0.00

resource mobilization

strategy and

operationalization Plan

to the EAC Partner

States

Disseminate the

xp

lro

rcdcoveJoiturende eethrtPo of
k hosfiewohendo603bv

rolSectoehtdered byconsbee
bendoeolthm itteeCom

councrQ ofecto5hed bfao vpp
602 1rchoItoehter5,5M of

54.7 6%6,95s.005,745.0012,700.00Develop and va

regional framework for

intervention for key

populations

lidate a

The Committee observed poor budgeting and general

coordination in activities implementation'

lack of Precision in Planning and
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COMMIfi EE RECOMMENDATIONS

The committee recommends to the Assembly to urge the EAC Council of Ministers to direct the

EAc secretarY Generol to:-

i) always declare and toble the unused ond in'trdy Junds lor supplementory budget

opproval;

ii)atwdysattdinahighestdegreeofprecisionindeterminingdonordisbursements;

iii) request Partnet Stotes to olwoys endeovour to dttend meetings; ond

iv) alwoys plan procurement in advance to ovoid delays'

2.9 AUDIToFTHEAFRICANPEACEANDSECURITYARCHTECTURE(APSA)PRoJEcT

2.g.7 lJnder aJtilizatlon oI Eudgeted Funds

The Audit Commission reported that a review of the project budget performance report showed

thattheprojectsutilisedonly2T%ofthetotalbudgetedfundsduringtheyear.Someofthe
planned activities were not implemented'

TheEACManagementrespondedthatProjectManagementhashadsomechallengesWhenit
comes to the project budgeting as a result of different budget cycles between the donor and EAC'

For the year in question, the donor therefore didn,t fund some of the activities which were

prepared and submitted.

During the committee interaction with the Deputy secretary General Political Federation, the

Committee was informed of lack of funds and the proposal to close the project despite the

importance of peace and security department at this critical time. so far, termination letters have

been issued to 11 staff members.

The committee observed unrealistic project budgeting, late disbursement of funds and different

budget cycles as a major cause of budget performance' Poor budget performance was also

observed in other projects of EMERGENCY FUND FoR BURUNDI ELECTIoN oBSERVATIoN, UsAlD,

CLIMATE CHANGE, RAILWAYS SECTOR ENHANCEMENI FINANCIAL SUPPORT DEVELOPMENT

ANDREGIoNALISATION,MARITIMESECUR|TY,PUBLICFINANCIALMANAGEMENTANDUNFPA

sUPPoRTFoRSEXUALREPRoDUCT|VEHEALTH.lfnotaddressed,theprojectsobjectiveswill

never be achieved.

COMMITTEE RECOMMENDATIONS

The committee recommends to the Assembly to urge the EAC Council of Ministers to direct the

EAC SecretarY Generol to:'
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i)

ii)

iii)

iv)

v)

vi)

always drow reolistic budgets to dttdin accurote implementation oJ pldnned activities;

supervise, follow up and pressurise disbursement oI funds;

aim dt the highest degree of accuracy in strdtegic plonning o| dctivities;

institute d Committee rc probe ond come up with solutions tu end poor budget

performonce;

always provide proper ond accurote inlormdtion to the Audit Commission;

i mpr ov e a nd wo rk toward s se tf-su sta i nabil ity'

2,g.2 Weaknesses noted in lmprest Manogement

The Audit Commission '"0"""0i"i"' 
in Uant<ing unspent imprest by a non-finance staff where

usD 11,104 was banked "'";;;';tl 
months after the activitY was carried out' contrarv to

regulation 40 (3&4) of EAC financial Rules and Regulations 2OL2; and moreover the non-finance

staff had carried USD 21'200' USD 25'1L0' USD 24'68o ondifferent dates contrary to regulation

40 (6) of the same rules'

The Audit Commission further reported long outstanding imprest where some officers did not

retire imprest for over on" 
'"u" 

and in other instances more imprest was paid to staf{ with

outsta nding bala nce

TheEACManagementconcurredwiththeAuditobservationandassuredthatmeasureswill
further be enforced to "n"'"'nln '"ott"|."ntt 

of such incidences However' it should be noted

thattheissuedimprestswasfullyretiredbytherespectiveofficers.

The committee observed that EAC Management has made it a habit to violate its own rules and

procedures leading to loss of {unds'

COMMITTEE RECOMMENDATIONS

The Committee recommends to the Assembly to urge the EAC Councit oJ Ministers to direct the

EAC SecretdrY General to-

i) ensure that EAC rules and regulotions sre adhered to;

ii) strengthen control meosures; dnd

iii) recover oll outstanding imprest from responsible stoff and report to the Assembly by
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2.10 AUDIT OF THE MEDICINES REGULATORY HARMONISATION (MRH) PROJECT

2,10.7 Deduction of advances beyond the required limit

The Audit Commission reported that the perusal of Payment voucher revealed that one staff of

the EAC was granted Rent advance of usD 3000 to be deducted within the period of six months.

However, the total of deduction made of 65% of the salary exceeded the required limits of 50%.

This was done contrary to regulation 55(2) of EAC Staff Rules and Regulations'

The EAC Management conceded to the mistake.

The Committee noted the anomalY

COMMITTEE RECOMMENDATION

The committee recommends to the Assembly to urge the EAC Council of Ministers to direct the

EAC Secretdry Generol to revive complionce to EAc rules ond reguldtions'

2.70.2 Avoidable expenditures in hiring External Auditors

The Audit commission reported that on 25th March 2015 the EAC Procurement committee

awarded the contract for consultancy services for the external audit for MRH project to M/s

lnnovex Auditors. The contract was for the audit of the Financial Statements for the years end ing

3oth June 2074 and 30th .lune 2015 for a contract sum of USD 14,000. However, the following

wea knesses were noted:

As at the time of the award of this contract, the Audit Commission was auditing the financial

statement of the Community which included the Project for the financial year ending 30th June

2014. Contrary to the EAC Treaty, MRH project hired external auditors other than the Audit

Commission to audit its financial statements for the year ended 3oth June 2015'

lnnovex Auditors was directly contracted without any procurement procedure on pretext that

lnnovex auditors audited also the prior year financial statements for another project under EAC'

single sourcing of lnnovex Auditors was done contrary to the EAC procurement procedures.

The EAC Management responded that it will consult with a view of having Audit commission to

audit the projects and issue a report.thereon before 31st December as required by the financing

agree m e nt.

The Committee noted contravention of Sect;on 2,07 (b) oI the standard conditions for World

Bank projects which requires the recipient to have the Financial statements periodically audited

by independent auditors acceptable by the world Eanl< and article 134 of EAC Treaty.
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COMMITTEE RECOM MEN DATION

ThecommitteerecommendstotheAssembtytourgetheEACCounciloJMinisterstodirectthe
EAc Secretdry Generol to '"ii"'""" 

the olre,,dy sig1ed ogreements with donots to recognise

EAC Audit Commission as theJxternal auditor etigible to oudit EAc proiects ond programmes'
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PARII' III
3.0 THE LAKE VTCTORIA BASIN COMMISSION (IVBC)

The LVBC Management responded that the relevant documentation supporting the expenditure

would be availed for review. The LVBC Management also claimed that lack of a records and

documentation officer was the cause for the misplacement of the documents and that the

process is ongoing to recruit one.

The Committee observed irregular documentation system at the LVBC.

COMMITTEE RECOMMENDATIONS

The committee recommends to the Assembly to urge the EAc council ol Ministers to direct LVBc

Mdnogement to:'
i) improve on the records keeping and documentotion; and

ii) provide the Audit Commission with the documents in question during the next oudit

exercise,

3.1.2 Weaknesses in retirement of imprest

The Audit Commission reported that there were delays in retirement of imprest of USD 17,900

contrary to Regulation 40 (3) of the EAC Financial Rules and Regulations (2012) which requires

that, all imprest to be retired within five (5) working days after the completion of an official

activity for which the imprest was designated. Some of the retirements delayed from 20 days

up to 165 days.

The LVBC Management appreciated the issues raised by the Audit Commission and further

reported that there is noticeable improvement in the imprest management. However, they will

continue to enhance the controls as per the rules and procedures.

The Committee observed that LVBC Management violated its own rules and procedures which

will certainly lead to loss of funds.
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COMMIfi EE RECOMMENDATIONS

The committee recommends to the Assembly to urge the EAC council of Ministers to directthe

LVBC Executive Secretdrv to:-

i) ensure thdt LVBC rules and regulotions are adhered to;

ii) strengthen control meosures; and

iii) recover dll outstonding imprest Jrom responsible stoff and report to the Assembly by

Octoher 2076.

3.1.3 Unutilized imprest not retired - USD 1'050

The Audit commission reported thatthe Legal officer was given an imprest on 21st october' 2014

inorderto attendthe Sectori;l council onLgal andiudicial affairs and meeting of theHighlevel

Task Force on amendment of the Treaty' then scheduled on 22nd october- 1st November' 2014 in

Arusha. He only spent 9 nights instead of 12 nights as detailed in the table below:

duty

NiEhts not

spent on official
Return Date as Per
goarding Pass

Return date as

per Request
Departure date as

per boarding Pass
Departure date as

per request

32'd Nov, 2014
24th ocl, 2o!427"t ocl,2014

Furtherreviewnotedthat,theofficerfilledouttheretirementformon2zndAplil,2015without
sufficient information; dates oftravel and amount received was not mentioned in the form The

senior Accountant checked una 
'ppl.*"a 

the retirement form and its attachment on the same

day despite lack of key information such as dates and amount accounted for' With that

consideration the three nights not utilised amounting to usD 1050 was not retired by the

beneficia rY.

TheLVBCManagementnotedtheanomalyandundtertooktoimmediatelyrecovertheunutilised
funds.ManagementWillalsoensureenforcementofinternalcontrolsystemstopreventsuch
oversight in future'

TheCommitteeobservedthatLVBCManagementviolateditsownrulesandprocedureswhich
willcertainly lead to loss of funds'

COMMITTEE RECOMMENDATIONS

The committee recommends to the Assembly to urge the EAc council of Ministers to direct the

LVBC Executive SecretorY to: -

ensure thot LvBC rules and regulations are odhered to;
i)
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ii) strengthen control medsures; dnd

iii) recover all outstonding imprest from the responsible stalf ond report to the Assembly by

October 2076.

3.1.4 Failure to file for VAT refunds on Qualifying Expenditure

The Au dit Com mission reported t hat Article lV Point (4) of EAC Headquarters Agreement between

LVBC and the Republic of Kenya provides for exemption of the Commission from Value Added

Tax (VAT) and all taxes. However, it was noted that the commission did not recover from Kenya

Revenue Authority (KRA) VAT outstanding balance amounting to usD 143,281. The amount had

increased from last year as analyzed below:

Description closing 30/06/2015
Net movemenl during
the year

Outstanding balance as at
30l06/2074

U5S uss USS

t43.287 140,398

The Committee observed failure of LVBC Management to decisively follow up VAT refunds

Because of this reluctance, VAT refunds have not been effected.

COMMITTEE RECOM M ENDATIONS

The Committee recommends to the Assembly to urge the EAC Council of Ministers to direct LVBC

Monogement to:'

3.1.5 Contract for the maintenance and Repair of lT equipment

The Audit Commission reported that Regulation 41(4) of the EAC Financial Rules and Regulations

201.2 requires that payment shall only be made on the basis of duly certified invoices and other

supporting documentation, which indicate the goods or services which have been received in
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The LVBC Management responded that it had discussions with the Chief of Protocol in Ministry

of Foreign Affairs and the Kenya Revenue Authority on modalities of obtaining tax exemption and

was subsequently agreed that at the bdginning of each financial year, the Commission should

avail signed contract of long term service providers and proforma invoices of the values of

services to be provided, to enable acquisition of tax exemption certificates. This avenue was a

result of not being able to get the refunds despite the filing of returns. We believe this willsolve

the VAT issues and the current period returns are to be filed.

i) conclusively negotiote an agreement on vAT relund with Kenyd government and report to

the Assembly bY December 2076; and
ii) atwoys comply with the vAT Act 2073 requirements.



accordance with the documents establishing the obligation. Audit commission noted that on 1st

luly,2O74LVBC signed a contract with Ms BV-Grace Technologies for repair and maintenance of

lT equipment at a contract sum of USD 13' 596 per annum (equivalent to USD 1'133 per month)

to cover the period commencing 1"'t July' 2014 to 3oth lune' 2015 However' all payments made

for maintena nce and repair of ll equip ment totaled to USD 2L'778 instead of USD 13' 595 as per

signed contract. Further the payments lacked crucial supporting documentation such as schedule

of work done certified by serviced unit to warrant the payment. some of the monthly payments

were made to a tune of USD 1,500 instead of USD 1'133'

The LVBC Management reported that the contract between M/s By-Grace Technologies and LVBC

for maintenance and repair of ICT equipment covered 2 aspects of services:

1. Preventive maintenance and support - this is a scheduled maintenance that is carried out

quarterly on all ICT equipment to reduce instances of equipment breakdown at a fixed annual

rate payable either monthly or quarterly (USD 13' 595 per annum equivalent to UsD 1'133

per month)' During the period when LVBC ITO had not been recruited' the Commission

renegotiatedwiththeserviceprovidertoprovideadditionalday.to-daysupporttothe
commission users on all issues relating to ICT functions at a new monthly rate of USD 1'500

instead of USD 1,133 as per the addendum'

2Correctivemaintenance-thisisanadhocprocessonlycarriedoutwhenthereisneed(when
there is equipment breakdown or malfunction) whose charge is dependent on the nature of

repair or supply done' This cannot be predetermined and scheduled since equipment failure

is unforeseen and the nature of repairs dlffers a great deal. This kind of charge is normally

based on either delivery notes or 'iob cards signed for services rendered'

The payments therefore varied depending on nature of work done e'g'

a. July 2014 to February 2015 - USD 1'500 was a revised rate combining both preventive

maintenance and support during the period when ITO had not reported'

b. March - July 2015 - differed since they were based only on the corrective aspects of

maintenance save for March 2015 which combined both corrective and preventive

maintenancecharges(lTohadreportedduringthisperiod).

The committee observed poor contract management and negotiation and lack of coherence in

periodical maintenance' LVBC did not provide documentation to the Audit Commission'
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COMMITTEE RECOM MENDATIONS

Mdnogement to:-

i) always provide required documentation to the Audit Commission; ond

ii) improve in contract negotiotion dnd mandgement'

3.1.6 Weaknesses noted in lnternal Audit Function

The Audit Commission reported that the lnternal Audit Unit managed to produce all of its

quarterlyinternalauditreportasperplan.HoWeVer,furtherreviewrevealedthattheUnitdoes

notmaintaintheengagementofcurrentauditfilesWheretheauditevidenceandrelevant
informationcanbekepttosubstantiatetheworkdone;contrarytosection16.5and16.Tofthe
EAC lnternal Audit Manual (2011).

TheLVBCManagementreportedthatcUrrentauditwork!ngpaperfileswithauditevidenceto
supportinternalauditfindingsarekeptasaresultofwhichManagementdoesnotdisputethem.
However,theysometimesdonotincludeprintsofsomeworkdoneelectronically.lnfuture,these
will be printed and also included.

The Committee was not convinced with the Management response

COMMITTEE RECOMMENDATION

ThecommitteelecommendstotheAssemblytourgetheEACCouncito|Ministerstodirectthe
LvBcMonogementtoensurethdtthecurrentduditlilesoremaintainedandwellindexedos
per EAC lnternal Audit Manual (2077) to substantiote the work done'

3.1,7 lrregularities in operations and Performance of the Procurement Committee and lack

of monthlY Procurement rePorts'

The Audit commission reported that EAC Procurement Policies and Procedures Manual (2011)

Section3,4.1.1(i)detailsthattheProcurementCommittee(PC)shallbecomposedofseven(7)
voting members, including the chairperson and shall be appointed in their individual capacities

and shall not include DSGs, the lnternalAudit staff and Staff of Procurement unit sec'3 4'1 4 (ii)

statesthatthequorumforthemeetingsshallbeany5members,providedthatthereqUirement
forquorumismet,decisionsofasubsetofthefullcommitteeareasvalidandbindingdecisions
of the full Committee.

Further, section 3.4.1.6 of the Manual states that; the committee shall meet once in a month in

ordinarysession'HoweVer,theCommitteemaymeetinextraordinarysessionswhennecessary'

Page 46 of 76

The committee recommends to the Assembly to urge the EAC Council of Ministers to direct LVBC



section 3.4.1.8 (ii) states that the minutes of each procurement meeting shall include the code

of ethics, signed by all members and other persons attending the meeting A review on the

operations and performance of the LVBC Procurement Committee revealed the following

shortfalls:

1 Late Appointment of Procurement Committee Members'

r one member Ms odeth Bateta left the Commission on 30th Septembe('2oL5 but she had

not been replaced up to the time of audit in November 2015'

2 Some meetings held without attainment of the Quorum

. Minutes of the Procurement committee.l"': "" :::l'^'i"; i:llntJrfli,[i:'T::::t:;
evaluation report of provision of staff medical insurance' a

the year z}f4lz}fi had four members;

. Minutes of the Procurem""t t""i""" held on 191o612014 to discuss evaluation report

with regards to pre-quarificat,". "i 
r,rms for the supply of goods and services for the year

2)r4/2of5 had onlY four members;

There was no evidence on whetherthe members who attended all Procurement Committee

meetings done during the year had signed the Code of Ethics Declaration'

Further, Regulation 42 (10) of the EAC Financial Rules and Regulations (2012) requires the head

of procurement to prepare '"0 "*'t 
monthly reports to the procurement committee including

a report on micro Orot"urn"nt 'owever' 
a review of the Procurement Unit function in relation

to LVBC affairs noted that' O'"0"l."t't"t*d submission of monthly reports to the procurement

committee including report on micro procurement were not done

LVBC Management took note of the anomaly and promised to ensure compliance A Consolidated

procurement report for 'tanua-rylo iun" zors was provide.d' lt's also important to note that the

procurement unit only acquile, , *",", procurement officer in the middle of the financial year

underreviewandthereforemostoftheserequirementsareintheprocessofbeingimplemented.

The Committee observed non-compliance with procurement rules and regulations'

COMMITTEE RECOMMEN DATION

The committee recomfiends to the Assembly to urge the EAC Council of Ministers to dired LVBC

Monogement to atwoys comply with finonciol rules and regulations'
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3.1.8 Lack of PAID stamp on paid document

TheAuditCommissionreportedthatallsupportingdocumentsincludinginvoicesandpaYment
vouchersduringtheyearunderreviewWerenotstamped,,PA|D,,,contrarytoRegulation4l(5)
(a) of the EAC Financial Rules and Regulations (2012)'

TheLVBCManagementappreciatedtheimportanceofthiscontrolmeasureandreportedthatit
was an oversight which has since been rectified and will continually be enforced'

The Committee observed a weakness in the LVBC accounts department'

COMMITTEE RECOMMENDATION

The committee recommends to the Assembly to urge the EAc council of Ministers to direct the

LvBc Mondgement to dlways comply with accounting Principles'

3.2 MOUNT ELGON REGIONAL E€O-SYSTEM CONSERVATION PROJECT (MERECP)

3.2.1 Noncompliance with Donor agreement'

The Audit Commlssion reported that MERECP (Mountain Elgon Regional Eco-system

Conservation Project) bridging phase proiect closlng period was 31't Dec' 2014 with all activities

endingbythatdate.FurtherreviewsrevealedthatLVBCaskedforano-costextensioninaletter
datedl8thNov,2014tofinalizeitsactivitiesbutthedonordeclinedtherequestinaletterdated
lgthNovember20l4.Thedonoronlypermittedpaymentstocontractualobligationsthatwere
entered into before 31,t Dec, 2014 whose works could spill over the project end date and those

contractual obligations only included two running contracts namely; Eco Agriculture Partners and

a contract with Mr. Henk Hoefsloot'

The unspent balance by the close of 3l't Dec, 2014 was USD 210'35l The total obligation as

agreeduponWiththeDonorwasUsD146,334.AbalanceofUSDTl,2gT.5wassupposedtobe
refundedtotheDonor.However,duringtheaudit,itWasnotedthatthisamounthadnotyet
beenrefundedtotheDonor.lnaddition,LVBChascontinUedtospendthisamounttothetune
of USD 11,460 without the donor's consent'

TheLVBCManagementreportedthatmuchasittakesnoteoftheobservation,mostactivitles
highlightedasunauthorizedexpendituresaredirectlyrelatedtotheexecutionandvalidation
processes of the two contracts - Eco Agriculture Partners and - Mr' Henk Hoefsloot which were

stillongoing.FollowingtheCommission,sengagementwiththeDonortheyweresubsequently
accepted.lnaddition,theothertransactionsandserviceshighlightedwereincurredbeforethe
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effective date of 31st Dec' 2014 and app

the date but in effect the services were

ropriately accrued lt's the payment which occurred after

rendered in the relevant Period'

the LVBC Management confirmed that it successfully

,.;;";";J';las "lre"dv 
been refunded' soon' the

During the interface with the committee'

0".' *O the matter with the donor and t

a"*.,rr,o^ would be initiating the third

The Committee noted the Progress'

COMMITTEE RECOMMENDATION

The committee recommends to the Assembly tu urse the E:

Monogement to avail evidence to the Audit Commission fo

3.2.2 fircgularities in expenditure used for workshops

ii" oro,, Clommission reported that three workshops were

UrO rr,orO as shown in the table below;

phase

C Council of Ministers to direct LVBC

r verilicotion in the nert oudit'

organized bY MERECP amounting to

Audit review revealed the following;

1. lncluded in the Hotel bills were meals & refreshments amounting to USD 151 consumed by

participants outside the -J;;^;;;;'tv time that should have been covered bv the per

diem that was given '" 
;; ;;;;'nts' proiect fund' *"r" used to cover personal

participants' expenses .-nr rnring to USD 3,330 paid to participants that

2. lncluded in the payments' were allowancet "o''*::: l"riewed the attendance register and
' 

;;;;., participate in the workshop' Audit commission

, ;1l)l:'jJ:::ilH:]::i:H;0.":,-.ll:"::l'."d 
n,ight arrowance at the same rates as the

participants amounting to"'io o'*o This was touna to be irregular since Government

Amount

USDDescriPtioncheque

No.
Date

23,940

validate Commu

conservation & Li

ts Based APProa

uritY in the Mt EIg

ch (CMBA) to

on Landscape atnity Marke

velihood sec

the lmPerial Hotel in Kisumu, Kenya

001414oT lro/20!4

11,490C)t1Ell coG&hGaofbicelr ppreoxt. aKep U5 mLIKt1aflet'11t paNSoeRnE ot.n lgMtevD

001415o7llo/2074
71 ,O40s using the GIS

cotourism Routeiboundary rMapPed Mt Elgon Tran

Approa ch at Kitale Golf Club 52,470
00146824ltl/2014

Total
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Drivers on official duty are always facilitated from their respective agencies while

tra nsporting officers on duty.

The LVBC Management responded that there was a meeting between MERECP PMU and Eco-

agriculture consultants on 11th October before the date of the meeting to review what should

be covered during the meeting and another meeting took place after the conclusion of the
meeting to put together the issues comments that were raised by the participants. lt is at these

side meetings that the expenditure of USD L51 was incurred for refreshments.

All participants paid had registered and are reflected in the attendance list as shown to the

auditors. Most of the meetings on MERECP were held on field whereby only road transport was

the only possible mode. Drivers carrying technical officials could not be paid by their respective

Governments since such meetings were fully funded by LVBC. Drivers' facilitation and fuel refund

was paid in lie u of air tickets which would have a p plied for delegates if they were to travel by air.

The Committee observed an irregularity caused by lack of policy on perdiem administration for
non-staff members.

COMMITTEE RECOMMENDATIONS

The Committee recommends to the Assembly to urge the EAC Council of Ministers to direct LVBC

Mandgement to:-
i) put in place a policy on per diem ddministrdtion lor non-stdfl members;

ii) always clarify terms of engagement in invitotion letters; and

iii) olwoys furnish the Audit Commission with requisite documentotion during the oudit
exercise.

3.2.3 AvoidableExpenditure

The Audit Commission reported that a sum of USD L1,835 was spent to facilitate staff as per diem

to carry out official duties outside their duty statlon.

Audit review revealed that:

A reasonable number of the travels did not require the staff to leave their duty stations

as this was purely related to their day to day operational activities;

ln some instances, the number of days spent on these travels was unreasonably high.

The LVBC Management responded that it agrees with the audit observations on management of
activities outside the duty station and has already taken corrective decisions in this regard via a

circular issued by the Secretary General dated 9th Feb, 2015. However, the exercise of

1

2
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The committee noted absence of poricy which encourages wrong practice'

COMMITTEE RECOMMENDATION

The Committee recommends to the Assembly to urge the EAc council of Ministers to direct LvBc

Mondgement to put in ptoce r"quisite policies and put on end to such prodice'

formulating the MERECP ll proposals

held at the office'

included other stakeholders and the exercise could not be

3.3 USAID-PHE PROIECT

3.3.1 Delayed contract and overpayment on Consultancy Services

The Audit Commission r."oor.*O titi LVBC/PHE (Population Health and Environment) entered

into agreement with AEsA 
'* 

o"nt Ltd on 31't July' 20L4 for provision of "consultancy to

conduct studies on 
'"*' ""it*"' 

between population' dynamics' health' environmental

conservation tna 'u"tin"f 
l" 

'OL"'""""t 
in Lake Victoria Basin and studies on rapid

assessment of f amily pf 
"nning'- '"ptauctive 

health' 
.maternal' 

new-born' child health and

nutrition needs of to'muniti"l'*ith the Mt' Elgon regional ecosystem conservation program"

for contract amounting to USD 55'000'

The execution of contract registered the following weaknesses;

i) Section L(lV) of the contract states that the consultant should submit to the client the

finar reports in soft and r.,rura ..pr", *irr,in six (6) wee.ks 
:pon 

the receipt of the first

installment that was "0" 
ol"uii 

'l'uc' 
zo1'q' the final reoort should have been

submitted on 19th septem oui"zi'q'inliead' the final report was submitted on 8th

ii) Section 4. of the contract states that USD 25'0OO out of the total contract will be paid

as reimbursable t"u, ,.ur,u*r'if *n" 0.r.";,r made to the contractor revealed an

overpayment of USD 4'378 to aisa't"t African Ltd For details refer to the table

June,2015.
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Reference DescriptionDatc
20,0001st payment164108/0812014
11,5962"d payment168972/09/2074
9,9263rd payment1.7 5277/77/20LA
19,8564th payment77 8424171/2074
8,0005th payment201209/06/207s
69,378Total amount paid

65,000Total amount per contract
4,f74Excess Payment on contract amount

The LVBC Management reported that the consultancy was completed, draft report received by

LVBC and validated by the Partner states in February 2015. The consultant incorporated input

from the Partner states and submitted the final report to LVBC. The report was validated by the

pHE Regional Technical working Group (TWG) in early July 2015 and considered by the PHE

Regional policy steering committee (RPSC) in late July 2015 and finally approved by the 14th

Sectoral Council of Ministers for LVBC in September 2015. The slight delay in completion of the

assignment by the consultant was occasioned by the numerous observations and input received

from the Partner states during the validation workshop. These necessitated further analysis of

the data by the consultant and authentication of some for the data received from the Partner

states. summarily the final report was of the required standard hence value for money.

The Committee observed weaknesses in contracts negotiation and management at LVBC. The

consultant should have shouldered his or her own delays and LVBC should have been able to

foresee and consider allfactors that could have led to the delay of contract execution.

COMMIfi EE RECOMM ENDATIONS

The committee recommends to the Assembly to urge the EAc council ol Ministers to direct LvBc

Monogement to:

i) improve on conttocts negotiations and mondgement;

ii) ensure Partner Stotes submit comments on time; ond

iii) olways improvise to mitigate ond minimize such expenditures'
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3,4 THE LAKE VICTORIA WATER SUPPLY AND SANITATION (LVWATSAN) PROJECT

3.4.1 Physical verification of pro'iect activities

3'4'2 Keroka county 
' 'L-' ^ -^^+"'t fnr construction of water supply and sanitation

The Audit Commission reported that a contract for constrl

facilities (Public toilets, t'"ut'"ni pftnt' transmission and distribution storage and offices) was

awarded to Zhongmei Engineering Group Ltd and Nyana Engineering Company Ltd for contract

amount of usD 3,300,000'

During the site visit by the Audit Commission on 10th Nov' 2015 at Keroka County the following

challenges were noted:

a) The contract was signed in June 201-4 but actual works started in February 2015' seven

months after tfre aue Oate' fhe contract ends June 2016' by November 2015 or 1'6 months

into the contract only +O% of works had been completed' There were indicators of contract

completion delay and possible escalation of costs;

b) The Fecal treatment ,'' ";;"; 
not be"n bullt d ue to family disputes on land acquired bv the

county government The family dispute had taken more than one year to resolve hence the

riskofnotcompletingtheprojectinthespecifiedperiod;
c) According to the activity r"'"tt' LVWATSAN (Lake Victoria Water Supply and Sanitation)'

the County was provided *'tn t*o (2) tractors; however' the Audit Commission did not see

,, ilI*'l"X;:i::fi]tffff:;:;" to be built in the communitv onrv seven (7) had been

built at the time of site visit in November 2015'

i;i""["J'i]:"asement reported that rehabilitat'"" :t::i:.:T:,t1":T;;;'::i'"*
ExtensionandConstructionofAblutionblockscontractwasawardedtostonshol.tdforan
,rn"r",.t USD 2,200,000' the following were noted:

> The Contract was signed in May 2014 and expired 6n f5th Nov' 2015 Works started in

october 2014, five '""th; ';;;; 
contract signing and onlv 63% of works had been done'

Onsite works were still at tneil. Ueginning stages at the time of site visit in November 2015'

The lnitial BoQs left out major elements of rehabilitating, a major anaerobic pond that needs

to be rehabilitated and replacing of pipes that will cost another amount totaling to UsD

ioo,ooo. This money was yet to be approved by the donor'
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}outofthefourPublictoiletstobebuiltonlyonetoiletblockhadnotbeenbuiltduetoland
disputes between the locals. Others were still undergoing construction'

) Laboratory equipment bought by LVWATSAN were not engraved by the project initials but by

theCountytagswhichpresentedariskofdoublefundingsincetheauditwasunableto
establish which equipment were bought by the county and those by LV WATSAN Pro'iect'

TheLVBCManagementreportedthatLVWATSANCoordinationTeamhasbeenfollowingthe
works closely and will enhance the same to ensure completion of the works on time'

ManagementalsoinformedtheCommitteethatthelevelofabsorptionwasincreasedand
extension sought for up to December 2017'

The committee observed that works may not be completed on time despite claims by LVBC

managementthatcoordinationTeamhasbeenfollowingtheworksclosetytoensuretimely
completion.

COMM ITTEE RECOMM ENDATIONS

The Committee recommends to the Assembly to urge the EAC Council oI Ministers to direct LVBC

Monogement to:-

i)

ii)

3.5

ovail progress reports of works by December 2076; and

list otl on-going proiects, their budgets ond stotus of implementotion ond submit to the

Assembly in November 2075 during the 3'd Meeting oJ the Sth Session of the Third

AssemblY,

THETAKEV|CToRIAENVIRoNMENTALMANAGEMENTPRoJECTII(LVEMPll)FoR

THE YEAR ENDED 3OTH JUNE 2015

3.5,1 AUDIT FINDINGS

3.5.2 Avoidable ExPenditure

Audit Commission reported that in a number of instances where the LVBC/LVEMP ll spent funds

amountingtoUsD5,250thatcouldhavebeensavedorsuchexpenditureavoidedifreasonable
care had been exercised in the utilization of the LVBC/LVEMP ll resources. The expenses are

mainly made up of the Daily Subsistence Allowances (DSA)' conference and fuel costs for a

meeting of 3 people held at Kakamega ln addition' the team had to meet with staff from Kenya

National cleaner production centre (KNCPC) for technical and financial review performance'

However, there was no evidence that KNCPC attended the meeting'
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Furthermore, there is

the meeting was held'

no evidence that the conference costs were fully paid to the Hotel where

For details refer to table below:

The above expenditures may not be erigibre as they courd have been avoide

expenditure'

TheLVBCmanagementconcurredwiththeauditobservationsonmanagementofactivities
outside the dutY station "na 

L' 
"f'""ay 

taken corrective decisions in this regard via a circular

orr"O Or,n" Secretary General dated gth Feb' 2015'

The Committee observed the anomaly'

COMMITTEE RECOMMENDATION

The committee recommends to the Assembly @ urge the EAc Council of Ministersto direct'LVBC

Manogement to exercise du" ,or" and desist fro- ,p"raing LvBc resources on avoidable

d.

3.5.3 Overpavment of USD 4'600 on lump-sum con:rac: for Consultancy services

The Audit Commission '"0";;;;;;EMP 
ll signed a lump-sum contract amountins to usD

65,000 with Research East nfrica Consultants and later *1a" un overpayment of USD 4'600 for

evaluation of equipment to 
":;;;;;" 

training on oil spill pollution preparedness'

The LVBC Management responded that the 4'600 was not part of the original contract o{

orovisional training rf'" equii''r1Jnt *"' u'o'gftt from Denmark and it was important that before

thetrainingtheequipmentu"..,."a.ltwaSforthisreasonthatadditionalcostswereincurred.

The committee noted management expranation and weaknesses in contracts management and

Amount(USD
DescriPtionReferenceDate 1,000

andtechnical

fi

CVoen1kaK eaneeM g
cCPNt(ceI1ao n1rteat'la cn p

chq 0007701,rl09l2o1-4
1,000Meeting

financial

andtechnicalat Kakamega

erformance with KNCPC

to review

chq 000769uloel2014
1,400Kakamega to revlew andtechnical

financial Pe rformance with KNCPC
Meeting at

chq ooo167t7l09 /2014 1,400MeetinB
financial

andtechnicalto reviewat Kakamega

erformanc e with KNCPC
000769Ch l-00

71109l20L4
Fuel costsNATtloel2 014
Conference costs

NA 5,250nl0912014
Total

internal control sYstems
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COMMITTEE RECOMMENDATIONS

The Committee tecommends to the Assembly to urge the EAC Council of Ministers to:

i) direct LVBC Management to olwdys Ioctor-in oll possible costs and activities ol the proiect

to avoid such overpoyments that could be abused;

ii) always ensure proper manogement of contracts and proper internol control systems; ond

iii) olwoys avoid effecting lull poyments to consultants ond other works beJore completion ond

delivery in dll asqects.

3.5.4 Failure to file for VAT refunds on Qualifying Expenditure

The Audit Commission reported that the LVBC project did not recover from Kenya Revenue

Authority (KRA) VAT outstanding balance amounting to USD 18,529.3 contrary to Article lV Point

(4) of EAC Headquarters Agreement between LVBC and the Republic of Kenya.

The LVBC Management reported that it had discussions with the Chief of Protocol in Ministry of

Foreign Affairs and the Kenya Revenue Authority on modalities of obtaining tax exemption and

subsequently agreed that at the beginning of each financial year, the Commission should avail

signed contract of long term service providers and proforma invoices of the values of services to

be provided, to enable acquisition of tax exemption certificates. This avenue was a result of not

being a ble to get the refunds despite the filing of returns. This would solve the VAT issues.

The Committee observed that VAT refund is persistently becoming a problem in all Partner States

housing EAC organs and institutions.

COMMITTEE RECOMMENDATION

The Committee recommends to the Assembly to urge the EAC Council ol Ministers to direct the

EAC Secretary General to ensure thot VAT owed to EAC Orgdns and lnstitutions is relunded

promptly.

3.6 LAKE VICTORIA BASIN COMMISSION PARTNERSHIP FUND

3.6.1 AvoidableExpenditure

The Audit Commission reported that a sum of UsS50,948 was spent to facilitate finance staff as

per diem to carry out official duties outside their duty station. lt was clear that a reasonable

number of travels did not require the staff to leave their duty stations as this was purely related

to their day to day operational activities and in some instances, the number of days spent on

these travels were unreasonably high.
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The LVBC Management noted the concern of the Audit Commission and reported that the

situation was partially necessitated by lack of office space for meetings at the LVBC premises'

However, with the anticipated move to better and bigger premises, the space shortage will be

alleviated Additionally, """;";"; 
has already nut 

1n Slace 
measures to ensure that internal

meetings outside the au,v *riin ur" minimized and facilitation mode to be on full board basis

in few cases of such meeting'' in'' 
'' 

also in line with the SG's circular on meetings management'

The circular is now fully implemented since its issuance in February 2015'

Furthermore, the management team meeting was a retreat for management to engage in an out

of office environment to enable resolve many pending issues at the Commission given the nature

of the Commission work

later at the cost o{ the institution

rhe exercise conducted bv finance staff e"t:'l:l:"]:::'-tT;"J"1"::::1ff*:::11:
for audit but also included the finalization of the mapptng t

BMSMTEFcodestotheSun""","''n''wasnecessitatedtotakethestafftoanuninterruptible
environmenttocompletethetaskintimeastheharmonizationofEACfinancialsystemswasto
kick off that financial year and the activities were to commence in the new format'

TheCommitteeobservedthatLVBCstaffhadnotdonetheirjobasmandatedandwaitedtodoit

COMMITTEE RECOMMENDATION

ThecommitteerecommendstotheAssemblytourgetheEACcouncilofMinisterstodirectLVBC
Mandgementto ot*oy' "*""i'" 

prudence ond toke decisionsthot enhdnce the ochievement of

volue for moneY'

s.5.2 Failure to file for VAT refunds on QualifYing Expenditure

The Audit Commission reported that the LVBC did not recover from Kenya Revenue Authority

(KRA) VAT outstanding Uat'nce amo'nting to USD LL'LLI'I1 contrary to Article lV Point (4) of

EAC Headquarters Agreement between LVBC and the Republic of Kenya'

TheLVBCManagementrespondedthatithaddiscussionswiththeChiefofProtocolinMinistry
ofForeignAffairsandthe**t**""'"Outhority-onmodalitiesofobtainingtaxexemptionand
was subsequently agreed tn'itt tt''" beginning of each financial year' the Commission should

avail signed contract tf lt";';;; ;""te p'o'id"" and proforma invoices of the values of

services to be provided, to e-n"rte acquisition of tax exemption certificates' This avenue was a
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result of not being able to get the refunds despite the filing of returns" we believe this will solve

the VAT issues and the current period returns are to be filed'

The committee observed that VAT refund is persistently becoming a problem in all Partner States

housing EAC organs and institutions.

COMMIfi EE RECOMMENDATION

The committee recommends to the Assembty to urge the EAC council of Ministers to direct the

EAc Secretdry General to ensure thdt VAT refund owed to EAC Organs ond lnstitutions is

reJunded promPtlY.

Page 58 of 75



PAR'I IV

4.0 THE INTER UNIVERSITY COUNCIT OF EAST AFRICA

4.L CURRENT YEAR AUDIT FINDINGS

4.1.1 IUCEASECRETARIAT

4.r.2 Shortloll in f unding of TUCEA

TheAuditCommis,ionrepo,tedthatalthougheffortshavebeenmadetorecovertheoutstanding
balance, it was noted tftat ttre outstanding balance from the Partner States stood at USD

g,687,o78an equivalent of rnor" than two years' contribution as detailed in the table below'

(1,828,610)

(2,390,2O2\

817,000

E=B-D

USD

Total
arrears c/f
as at 3orh

June,2015
A+B-D
USD

2,O70,734

3,218,889170o,52r)
416,094817 ,400
9,687,O74

2,'139,705

2,@6,O70

3,207,502

7,511,921

7,377,533

817,400

811 ,400

4,087,000

817,400

8r1 ,400

afi ,400

FY 2074175

contribution
received

Expected
contribution
lot F\ 2o14l15

D

USD
B

USD

Arrears
before 1"
July,2014

1,922,305

3,O70,26s

4,460,936

3,919,410

72,971,670

USD

COU NTRY

BURUNDI

TANZANIA

UGANDA

RWANDA

KENYA

closing

The shortfall contravenes regulation 24 point (2) of Financial Rules and Regulations of IUCEA

whichstipulatestf'ata'sessme-ntsonpartnerStatesshallbebasedontheprincipleofequal
contributionsasstipulatedinArticle134(4)oftheEAcTreaty.

The lnter University Council of East Africa reported that-

L"Xi:1T H:iili,.llll;*" been addressed bv rucEA Board' and through EAC councir ori)

i)

Ministers level; and

ii) Visits to Partner States have been made as follow up missions of arrears'

ln 2012 the matter was taken to the Council of Ministers where

O" O",O 
', 

2013 the Council considered writing off the debt but

that it will be paid' The Council still does follow up and some P

it was agreed that the debt will

the Partner States agreed again

artner States are now honoring

their obligations '
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The committee took note of the information and appreciated the improvement so far made

COMMITTEE RECOMM ENDATION

The committee recommends to the Assembly to urge the EAC Council of Ministers to engoge

the Ministries of Higher Educotion in their respective Partner Stotes to cledr their arredrs.

The tnter University Council of East Africa management reported that it acknowledges the

finding. This was due to the number of member universities. lt was not possible to manually raise

debit notes on time. However, with the adoption/migration to Sun system, this will be generated

automatically. Reminders are usually sent to the respective member universities by 11th luly,

October and March. The Accounts department also follows up on the matter'

mechanisms.

COMMITTEE RECOMM ENDATION

The committee recommends to the Assembly to urge the EAc council oJ Ministers to hondle the

mdtter dnd report to the AssemblY by October 2076'

4.7,4 Utilizotion oJ Funds Pdid os outstonding contributions from Pottner stdtes.

The Audit Commission reported that a review of the Executive Committee minutes showed that

the committee in its meeting held on 30 March 2015 in Dar es Salaam approved the utilization

of USD 800,000 from arrears, contrary to regulation 22 (6,7 and 8) which provides that all

supplementary budget proposals must be approved by the East African LeSislative Assembly.
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4.1.3 Late Notification and Lack of follow up on subscription Fees due from Member

Universities

The Audit commission reported that the unlversities were informed of their payment of

membership fees for the FY 2oL4/2oL5 on the 18th AuSust 2014, 48 days into the FY 2014/15.

The Audit further revealed lhat 41% (44 out of 107) of the members did not remit their

membershlp contributions during the year under a udit hence casting doubt on their commitment

to the council. consequently, the arrears from membership fees have increased from usD

252,535 to USD 342,920. There is no evidence to indicate that the Council has taken the necessary

action to ensure that the requirements of the Act have been implemented'

The Committee noted that lnter University Council of East Africa has improved follow up



The IUCEA Management responded that the 
'-:1t':: 

committee gave a go ahead for the

utilization of the funds " 't 
;;; ;;tlv needed for the- Headquarters construction and that

lucEA is in the process "' 'J;;;;;'p"ttluu 
approval from EALA and that a submission was

made to F & A in November 2015'

The Committee noted that IUCEA lacks policy to guide utilization of arrears and as such' the

Executive Committee aced in contravention of regulation 2216'7'and8\'

COMMITTEE RECOMMENDATION

The Committee recommends to Assembly to urge the EAC Councit of Ministers to direct IUCEA

Monagement to customize ,r" ioi ,,"rrl"r"riot policy on the use ol reserve funds and apply the

,o*"-o, utilizdtion of orreors and excess funds'

4.7.5 Over expenditure on Administrdtive Meetings & Consultancy Expenses

The Audit Commission report;; that a review of budget against the actual expenditure for the

lUCEAfortheyearunder'""'"*"uut'"athatatotalofUSOSOS'gSZwereoverspentonvarious
items, yet the approved nuOgut fo' the shown items were UsD 1'505'145 against actual

expenditure of USD 2'OL4'737 '

The IUCEA Management responded that it agrees with the observation and that the over

r*l*;::ffi ['Jl":::: :1[:i::ffxI1l'i]i"i;'*' ve'i'ihe pr ces varv dur ns'ihe

Financial Year' i -r -^^+i^d {rnm the EAC which are not in our budget that

,,t -i"r" "r." 
a number of unplanned meeting from the I

arise during the to"'" cri in" 
'"ar 

that require the representation of IUCEA'

TheCommitteeobservedinappropriatereallocationinviolationofregulation12(4)ofthelUCEA
financial rules and '"'"'tt'1"' 

-*nith 
linlit' fin'nti'l resources of IUCEA to be utilized in

accordance with the appropriation made ln the budget of IUCEA'

COMMITTEE RECOMMENDATION

The Committee recommends to the Assembty to urge the EAC Council of Ministers to direct

IUCEA to olways seek approval for reollocotion'
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4.7.6 Expenditure not properly supported

The Audit commission reported that during the year under audit the council paid USD 49,539

vide payment voucher no. 4075 dated 2I/1O12O74for lhe Academia Public Private Partnership

Forum held in Kigali Rwanda in October 2014. The following anomalies were noted;

i) The invoices raised by the service provider were unreferenced and not signed.

ii) Some bills were not endorsed by IUCEA representative to substantiate the authenticity ofthe

claims in the invoices.

The IUCEA Management responded that the findings in i) and ii) have been noted, and undertook

that in future Management will ensure that the bills from service providers are thoroughly

verified.

The Committee observed weaknesses in the department which led to the breach of regulation

44 (3) of the lucEA Financial Rules and Regulation requiring payments to be made on the basis

of duiy certified lnvoices and other supporting documents. lt was further noted that invalid

documents create invalid records and ultimately invalid payment.

COMMITTEE RECOMM ENDATIONs

The committee recommends to the Assembly to urge the EAC council of Ministers to-
i) direct tucEA management to strengthen its internol controls and dlwdys comply to

its rules and regulations; and

ii) ensure thot the Audit Commission revisit the motter in the next audit exercise to

d ete rm i n e cul Po bi litY.

4.7.7 Unutilized Tickets not Refunded USD 7,442

The Audit Commisslon reported that IUCEA booked air tickets for delegates during the academia

Public-Private Partnership Forum and Exhibitions 2014 held ln Kigali Rwanda. A total of usD

26,386 was paid to the airline for the tickets. However, it was noted that 22 delegates whose

tickets cost usD 7 ,442 cancelled their flights and their tickets were not utilized for the forum.

There was however no evidence of refund for unutilized tickets.

The IUCEA Management responded that it has initiated a memorandum of understanding with

the airline to be able to use the cancelled tickets in future. IUCEA Management will also continue

to follow up on the refund of cancelled tickets with Rwanda Air.

The Committee noted TUCEA efforts to recover the lunds ond commends the initiative.
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The IUCEA Management r

expenditure effective APril

Revenue Authority'

4.7.8 Delay in securing vAT Exemption on Qualilying Exp-enditures

The Audit Commission reptrteaiiat IUCEA continued paying VAT on the expenses in disregard

of the provision or *'" r'"'ty IIo "lto- 
fo' refunds had bJen filed bv the council in respect of

the vAT paid. A total "' 
u";;;';;; h"d been paid at the time of audit' The ES of the lucEA

however informed the ao*.,ia"" ,r.,ua a total of 200 million UGX had since been recovered from

URA and 180 million UGX was being expected'

esponded that it has started filing VAT returns on the qualifying

201-5 and also applied for vnT exemption certificate by the Uganda

TheCommitteeobservedlaxityonthepartoflUCEAtofollowupVATrefundsandapplicationfor
VAT exemption certificate from URA'

COMMITTEE RECPMMENDATIONS

The committee recommends to the Assembly to urge the EAc councit ol Ministers to:'

i) direct IU}EA monagement to alwoys opply for VAT ref unds on time;

ii) engage Pdrtner States Revenue Authorities on the mdtter; dnd

iii) compel partner stdtes ,, ,r*i, with orticle lgg (3) ol the Treoty Ior estoblishment ol the

Eost AJricon Community'

i*'^,Ilil#J,11:"'IJ1'ff#::liii" o"''o" rinanciaI vear the counciI did not'comprv

withNSSFActbynot***,""""tftlycontributio-nstoNSSFconsideringthataCertificateof
Exemption from the r'na *tl not """"0 

for verification ln 2012 NSSF Uganda had placed a

claim of Uso 3,872,427t' ';;;; 
in respect of contribution to NSSF by IUCEA on behalf of its

employees'AlthoughfUCea'*"'uaui'edbyEACSecretariatthatEACorgansandinstitutionsare
notsubjectedtoNSSF,.u''',."..n"n*intheirhostPartnersstates'thematterhasnotbeen
resolved with NSSF Ug""Uu"nftftt"n '"'O 

has disclosed thls as a contingent liability in the

financial statement no provision has been made'

ThelUCEAmanagementrespondedthatithasbeenfollowingtheNSSFissuewiththe-Ministry
for East African tornrn"n't'?nJ'" u""0" as directed by the council of Minister on 31st Aug'

2013. rhe uganda netire*; ;;;";' Resulatorv Authoritv (uRBRA) is handling the issue of

"-".r,'." 
oi'"'O 

"orn 
the payment of NSSF contribution'
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The Committee noted that the issue has persisted for a very long time and NSSF may claim much

money in line with Article 8 of Headquarter Agreement which requlres its interpretation and

implementation to enable the Council to carry out its duties fully and efficiently and to reach its

goals in accordance with the existing laws and regulations of the Republic of Uganda.

COMM ITTEE RECOMM ENDATION

The Committee recommends to the Assembly to urge the EAC council oJ Minister to direct the

EAC Secretdry Generol to convene a meeting with NSSF, the Ministry oJ EAC AfJairs and other

relevant stokeholders to negotiate and dispose oJ NSSF contributions.

4.7.70 lrregulqr Single Sourcing of suppliers

The Audit Commission reported that during the year under review, IUCEA entered into a contract

for the evaluation services for the Governing board of the IUCEA with M/s ABS consulting Group.

The reported expenditure during the year was USD 12,000. A review of the supporting

documentation showed that the supplier was single sourced contrary to Regulation 51 of the

Financial Rules and Regulations (2014). ln addition, it was not clear why the payments to M/s ABS

consulting Group Were made to a personal account and not to the company's account that was

awarded the co ntract.

The lucEA Management acknowledged the observation and pledged to adhere to the set

regulations in future.

The Committee noted the irregularity

COMM ITTEE RECOMMENDATION

The Committee recommends to the Assembly to urge the EAC Council of Ministers to direct

JCEA Monogement to always adhere to the set regulotions to ensure an eJlicient procurement

process,

4.7.77 lrregulorities in Procurement of Office Furniture and Equipment

The Audit Commission reported that during the year under review the Council procured office

furniture from M/s Nina lnterior Limited at total cost of UGS 40,750,000 an equivalent of USD

15,348 contrary to Regulation 46 (3, 4) of the IUCEA Procurement manual.

The lucEA acknowledged the observation and promised to adhere to the set regulations.
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COMMITTEE RECOMMENDATION

ThecommitteerecommendstotheAssemblyfuurgetheEAccouncitofMinisterstodirectthe',uZii 
,. ,,*i,rt odhere to the set rules and regulotions'

4.7.72 trreguldrity in the Recruitment ol Procurement officer

The Audit Commission '"po't"d 
that during the year unat' '"'i"*' 

the Council recruited a

,,o.,,". " 
n, off .", .o nt,u,lt #il,..# 13 Jl * ;;*::1 j: :: 

"i,"1.:,-, ll:",l:
because recruitment Proces

interview for not being .u,,,.,*',"'r", membership institutions This short listing criterion was

i.*""", not stated in the advertisement for the position'

rhe rUCEA Management responded that it asrees y]llH:T;:::;:[:,il:,";:i:#i:I

:[::"J::**;:1:il::::::i,""::Iff H;:I"-:ilJ"'*;;;"ensure'lha'lnru'lure'

recruitments will be carried out in accordance with the regulations'

The Committee

The Committee

inconsistencY in

COMMITTEE RE

noted the anomaly and appealed to the IUCEA to complY with their undertaking'

observed that there was non-compriance with staff Rures and Regulations and

advertising and shortlisting

COMMENDATION

i n sh ortli stin g m echa ni sms'

Rules and Regulations

The committee recommends to the Assembly to urge the EAC Council ol Ministers to 

'direct

tLJCEA Monagem"n''o 't*oy'"'o't''' 
i'n s;et rules ond regulotions ond observe consistency

4.7.73 ReJund of Tuition Fees contrqry to the tUcEA Stofl Rutes dnd Reguldtions

The Audit commission |."o""ti"t# o'ring the yeal- und"r 

"eule*' 

the council refunded a staff

un budgeted for funds u,,o'n-tin* to usD 7'030'lT *"::t"*::il#;"fl':iffi: ;:'

ill;.#[ H ;l*llH:i [i i: ffi :'i]: l:':'; ift:-'' "' " 
i' .'''r U cEA s'iarr

ThelUCEAManagementrespondedthatthetrainingwasundertakenbeforetheharmonization
of IUCEA rules and '""rut'on"*]it-tnu 'ot '"t|."t"iat 

in tuni-zol+ ln future' management will
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The Committee noted the irregularity and learnt that the beneficiary together with other staff

members who secured tuition fee refund are still employees of the IUCEA.

COMMITTEE RECOMMENDATION

The Committee recommends to the Assembly to urge the EAC Council of Ministers to olwoys

comply with the set rules and regulotions more so on staff development mdtters.

4,2 THE LAKE VICTORIA RESEARCH PROJECT (VICRES)

4.2.7 lrreguldrities in the tmplementotion ond Procurement ol Equipment & software to

operotionolize the VicRes Research Management lnformotion System,

The Audit Commission reported that on 13th Dec, 2014 the Council entered into a contract with

University Computing Centre (UCC) of University of Dar es Salaam to develop Research

Management lnformation System for VicRes Project at a total contract sum USD 33,087 20. The

developer was paid USD 9,926.16 on 18th Dec, 2014 consisting 30% of the contract on the

submission of the lnception Report.

ln the same year, the Council paid M/s lnternational Business Solutions Ltd USD 28,668.10 vide

cheque no 101540 dated 18th Dec, 2014. This payment was a 50% advance payment in relation

to the purchase of equipment & software to operationalize the VicRes Research Management

lnformation System. The total value of the contract was USD 57,336.20.

The procurement of the above suppliers contravened IUCEA Financial Rules and Regulations and

contractual obligations were not complied with. There was late delivery of equipment and the

resea rch management system.

The IUCEA Management responded as follows:

i) Minutes of the tender committee provided reasons for single sourcing the supplier. ln

addition, Agreement Partners had directed that funds for implementation of VRMIS be

utilized by 31't Dec, 2015 as per the minutes

ii) The supplier on responding to our call for quotation, provided that he should be paid 50%

down payment in advance and balance on delivery, this was effected. Management has noted

this weakness and will comply with regulations.
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ensure that training and development expenditure is based on the requirements of the IUCEA

Regu lations.



iii) The delay in delivery of the hardware is was explained bv the letter f rom the supplier'

iv) The supplier of the hardvJare' was competitiv"ly 'o"""d 
for the supply of phase 1 of the

hardwaredevelopment'''"i"''iutt^Oatacenter'TheEquipmentpurchasedforVRMlswas
phase2oftheimplementlt't"oi^*n'tnprovidedfortheavailabilityofapplicationonthe
lnternet' ' - ' ^^61+tdo totommended using Direct Procurement as

v) iie rUCrn Procurement and Tender Committee recom

this was a genuine urgency as per the Minutes of 12th Dec' 2014

TheCommitteenotedthattheAuditorwaSnotconvincedwithlUCEAmanagementexplanations
and while before the co"itt""' IUCEA management agreed with the audit findings'

COMMITTEE RECOMM ENDATIONS

The Committee recommends to the Assembly tu urge-the EAC Councit ol Ministers to:

i) direct )cEA Manogem"ri r.' ,r*rr, ,tmpry with its Financiol Rules ond Reguldtions;

ii) ensure proper contrdct mondgement dnd execution; dnd

iii) always empno'i'" "tu" io)"io''"y in the discharge oJ the commission duties'
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PARA-' V

5.0 THE LAKE VICTORIA FISHERIES ORGANISATION

5.1 CURRENT YEAR AUDIT FINDINGS

5.1.1 Poor performance of Save Nile Perch project

The Audit Commission reported that, a review of utilization ofthe funds availed to save Nile Perch

was not used in accordance with Minute No. 5 of the 2nd Emergency Session Report of 5th

November 2009 at Laico Regency Hotel Nairobi. The audit revealed that 98% (USD 1,175,384.02)

of the availed funds were diverted and used in operational activities. Only USD 20,695.98 were
utilized in Save Nile Perch project activities. Hence a performance of 2%o.

The LVFO Management responded that Remittances from Partner States had not been released

in a timely manner and during the period 2010-2013, LVFO utilized the Operations Save Nile

Perch (OSNP) funds to run her operational activities with the intention of refunding the same

when Partner States released the outstanding contributions. This position was communicated in

the 201212013 report.

Several reminders on outstanding contributions in form of telephone calls and written letters are

routinely sent to Partner States. The releases from Partner States in the FY 2O74h5 improved

greally (67%) compared to the previous years (less than 35%). LVFO managed to refund

USS234,833 towards the outstanding Operation Save Nile Perch (OSNP) liability in the FY

2074h,s.

At national level, enforcement measures to save the Nile Perch are ongoing, and therefore, the

product cannot'disappear totally' from the lake.

It is also important to note that all the travels made by the LVFO Secretariat are intended to

represent the institution in the related meetings/workshops against which LVFO would neither

be abreast with the fisheries related nor EAC matters, and therefore affecting her mandate. ln a

number of cases, the institution has failed to be represented due to funds constraints.

The Committee observed that reallocation was done without approval and the effects of
reallocation affected the project negatively.

COMMITTEE RECOMMENDATION

The Committee recommends to the Assembly to urge the EAC Council of Ministers to:-

i) urge EAC Portner States to olways remit contributions on time;
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ii) direct LVFT Mdndgement to ensure that Save Nite Perch octivities ore undertoken ds

plonned ond report progress in the next audit; and

iii) direct LVFO Management to stop reollocoting funds without approvdl'

5.1.2 Receivables not supported by obligations to settle by EAc Secretariat - USD 44'711'96

The Audit commission reported thai a ,euiew of the receivable ledgers noted usD 44,71L'95

debts due from EAC S".r",rri.i ,h"ru ,r" DSA and Air tickets paid to participants of different

meetings during the year under review The LVFO management explained that the expenditure

was incurred on behalf of EAC Secretariat' However' no commitment to refund or

correspondence to initiate these activities from EAC secretariat was availed'

TheLVFOmanagementreportedthatthementionedactivitieswerebUdgetedfromPartnership
Fund (with the view that the balance of USD 194'600 will be released by the end of the FY) but

duetounavoidablecircumstances,theresourcemobilizationoffice,EACcommunicatedthat
LVFOfundstheactivitlesandtheofficewillhavetorefundagainsttheoutstandingbalanceon
budget not yet remitted (Copy of email communication availed to the Audit Commission)'

lndeed,onlothAugust,2015,theEACremittedusD14'789'03toLVFObeingpartrefundtowards

TheCommitteeobservedthatthefundsinquestionmayneverbefullysettledsinceit,snot
recognized as payable in tn" iooftt of accounts of EAC secretariat and lacks commitment

the mentioned activities

corres p o n d e n ces.

COMMITTEE RECOMMENDATIONS

The Committee observed unrealistic budgeting' weaknesses

the explanation by LVFO Management'
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The Committee recommends to the Assembly to urge the EAC Council ol Ministers to:-

i) direct EAC secretdriot to tronsfer the balance due to the LVFO;

ii) direct LVFO Monogement to olways ensure presence oJ commitment correspondences in

such transactions; and

iii) direct EAc secretdriot to reftect the balonce in its dccounts as pdyoble'

5.1.3 Expenditures over and above budget limits USD 102'391

TheAuditCommission'"po*athatareviewofthestatementofcomparisonofbudgetand
actual included in the financlal statements for the year under review revealed expenditure

beyond budget in most line items'

The LVFO Management reported that the gross under-budgeting for the FY 2014/15 portrayed

u nre a listic f igure, *f itr' '""iiJ 
into-tttu U"'agut lines to beiverrun and that this was caused by

the required zero budget intl-em"nt imposed by the EAC Council of Ministers' The adverse

expenditu.es are against operational activities'

in budget controls in the LVFO and



COMMITTEE RECOM M EN DATION

The Committee recommends to the Assembly to urge the EAC Council ol Ministers to:'

i) direct LVFO Management to always budget reolisticolly and reosonably comply with

the budget; and
ii) consider tifting zero increment oI budget principle to coter for market prices,

5.1.4 Delayed and insufficient contribution from Partner States

The Audit Commission reported that a review of the Organizations' books of accounts records

revealed that the Partner states are reluctant to settle arrears totaling USD 1,305,503 of

contributions including USD 603,920 for Operation Save Nile Perch due from the year ended 30th

June, 2013, and a deficit of USO 437,702.

The LVFO management reported that it has continuously engaged the Partner States to settle

their respective outstanding contributions. Management further reported that 67% of the

contributions for FY 2oL4/f5 were remitted compared to 34% for the FY 2073/L4.

The Committee observed non remittances of contributions by EAC Partner States

COMMITTEE RECOMMENDATION

The Committee recommends to the Assembly to urge the EAC Council of Ministers to ensure

that Partner States remit their contributions on time.

5.1.5 Wasteful Expenditure - USD 21,100

The Audit Commission reported that the review revealed a number of instances where the

organization unnecessarily spent USD 21,100 on meetings convened in l(ampala and Entebbe

instead of LVFO offices.

The LVFO Management responded that the decisions to hold meetings in Kampala and Entebbe

was most of the time occasioned by proximity to other regional and international stakeholders

who attended the meetings.

The Committee observed lack of prudence in the utilization of the organisation's resouTces.

COMMITTEE RECOMMENDATION

5.1.6 Missing Revenue Earning Receipt Book

The Audit Commission reported that audit of revenue received by LVFO from various sources

revealed ineffective internal control over accountable documents where by the accountable

The Committee recommends to the Assembly to urge the EAC Council oJ Ministers to direct

LVFO Management to olwdys exercise prudence in the Monagement of funds.
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documents has no counterfoil register or any kind of register for easiest movement control'

Audltors were able to fina ana 
"-*?rn'n" '"'"n'e 

receipt books no 401 to 450' receipt book no

451 to 500 and 551 to eoo alt used in the year under audit They could not be able to audit

Revenue receipt book witn ,"ri.i""lotio sio due to tfre fact that the said book was not availed

used or unused contrary to Chapter 5 2 1 1 of the LVFO financial manual'

TheLVFoManagementconcurredwiththeauditobservationandlaterestablishedthatthere
was no m isapprop riation of funds as evidenced by the close dates between the two books' An

,Accountabledocumentsregister,hassincebeenopenedtoavertsuchanomalies.

The Committee noted the anomalY'

COMMITTEE RECOMMENDATIONS

The Committee
LVFO Monagement to:-

recommendstotheAssemblytourgetheEACCouncitofMinisterstodirect

i) olways exercise prudence ond ovoid possible misuse ol Iinonciol documents;

ensure thot the missing *'"""-'"'"'" book is traced and produced for audit

verificotion in the next oudit; ond

investigote ond pubtish to ailn;nor ony transoction relating to the missing receipt

book.

5.L,7 Lack of lnsurance Cover on fixed assets

TheAuditCommissionreportedthatLVFohasnoinsurancecoverforallofitsfixedassetsworth
USD 1,654,822 presented in the financial statement excluding two Motor vehicles with

registration number cD 114 23 ;';";;;' i/i H"atop and cD 114 01 U BMW saloon with total

Net book value of usD 1s,6e;;";;;; Policv 81'3(d) of EAC Financial Procedural Manual

ii)

iii)

(2013).

The LVFO Management responded that due to an.unfunded budget' the LVFO falled to secure for

an insurance cover for the organizations assets However' in the FY 2075176' an lnsurance cover

for the assets has been secured

The Committee noted progress report by LVFO on secured insurance for its fixed assets'

COMMITTEE RECOMMEN DATION

The Committee recommends to the Assembly to urge the EAC Councit of Ministers to direct

LVFO Mdnogement to ovail evidence of secured insurance cover to the Audit Commission in the

next dudit exercise'
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PARITI VI
6.0 THE CIVIL AVIATION SAFETY AND SECURITY OVERSIGHT AGENCY

5,1 lnternal Audit Function

The Audit Commission reported that a review of the audit function revealed that CASSOA does

not have an estabiished audit function contrary to regulation 110 & 111 (3) of CASSOA Financial

Ru les and Regulations (2013).

The CASSOA Management agreed that the function is critical and that the EAC Secretariat is no

longer able to provide the function of lnternal Audit effectively. The Board had approved the

outsourcing of an lnternal Auditor but the EAC Audit and Risk Committee of the Council felt that

this approach would jeopardize the independence of the lnternal Audit function. Under the

current funding constraints, the Agency is unable to employ an lnternal Auditor as the critical

staff requirement is in the Technical areas. The Agency is exploring the option of outsourcing

from a different source while a sustainable funding mechanism is established to enable filing of

established vacant positions and the matter will be considered again at the next Technical

Committee on Audit and Risk for recommendation to the Board.

The Committee observed that owing to meager contributions and late or non-remittances from

Partner States, CASSOA's budget is constrained. However, during the interface, the CASSOA

Management accepted to convince the Board to allow recruitment of the lnternal Auditor in the

current financia I year.

The Committee commends the undertaking by CASSOA management undertaking.

COMMITTEE RECOMMENDATION

The Committee recommends to the Assembly to urge the EAC Council of Ministers to direct

CASSOA Mdndgement to ovoil evidence of progress on recruitment an internal duditor to the

Audit commission for verification during the next audit exercise,

6.1,1 Management of the Procurement processes

The Audit Commission reported failure to prepare monthly procurement reports, failure to

integrate the procurement plan into the budget and strategic plan and non-adherence to
procurement procedures despite requirements of regulations 51,42(9) of EAC CASSOA Financial

Rules and Regulations (2013) and EAC Procurement Policies and Procedures Manual (2011).
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The CASSOA Management reported that monthly procurement reports are submitted to the

procurement Committee, the procurement plan was developed from the FY 2014/15 and has

been revised in the current FY in accordance with the budget' The procurement officer is

maintaining the procurement documentation and this may be confirmed by the Audit

Commission during the next audit exercise'

The committee recommends to the Assembly to urge the EAC council of Ministers to direct

cAssoA Management to ovoil evidence of progress on recruitment ol the procurement officer

to the Audit Commission for verification during the nert audit exercise'

The Committee commends progress by CASSOA management

COMMITTEE RECOMMENDATION

GENERAL RECOMMENDATIONS

b)

c)

d)

e)

THE COMMITTEE NOTED THAT ALL THE PREVIOUS YEAR ASSEMBLY

RECOMMENDATIONS NAMELY: -

a) EMPOWERING ftfg OFpICg OF THE SECRETARY GENERAL TO SANCTION

MEMBERS OF STAFF WTIO CONTNEVENE THE TREATY AND THE FINANCIAL

RULES AND REGULATIONS;
INSTITUTING A SPECIAL 

'UDIT 

TO NAME INDTVIDI''ALS BEHIND IMPROPER

SUPPLY, DELIVERY ANO N'T_JTET-MTION OF SECURITY EQUIPMENT WORTH

$ 582,485.93;
CARRYING OT]T A COMPREHENSTVE REVIEW OF THE PROCUREMENT

MANUAL IN ORDERTO SRN'ICTi'IN LINE WITH THE FINANCIAL RULES AND

REGULATIONS,2OI2;
PUTTING IN PLACE A MECI{ANISM FOR IMPLEMENTATiON OF COUNCIL

DECISIONS AND ASSEMBLY RECOMMENDATIONS;

ADOPTION OF THE PROPOS;iIO ESSENT TO BILLS DURINC THE MEETINGS

OF THE EAC HEADS OF STATE SUMMIT; AND

CARRYING OUT COMPR]JHENSIVE REVIEW AND HARMONIZATION OF EAC

HEEIqUA.NTERS AGREEMENTS AMONG OTHERS;

WERE NOT FULLY IMPLEMENTED.

0

THE COMMITTEE RECOMMENDS TO THE ASSEMBLY TO URGE THE EAC COUNCIL OF MINISTERS

ToDIRE]TTHEilECRETARYGENERALToTABLETMPLEMENTATI7NMATRIXoFTHE0URRENT

AND PREVIOUS ASSEMBLY RECOMMENDATIONS BY OCTOBER 2076'
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) THE EAC SECRETARIAT PASSED A TOTAL OF 1146 ADJUSTMENTS TO THE
TRANSACTIONS IN THE GENERAL LEDGER AFTER THE SUBMISSION OF THE
FINANCIAL STATEMENTS.

THE COMMITTEE RECOMMENDS TO THE ASSEMBLY TO URGE THE EAC COUNCIL OF MINISTERS

TO DIRECT THE EAC SECRETARY GENERAL TO STRENGTHEN EAC INTERNAL CONTROLS

MECHANISMS OF ENSURING THAT FINANCIAL TRANSACTIONS ARE ACCURATELY AND TIMELY

POSTED IN fHE FINANCIAL INFORMATION SYSTEM, ENHANCE CAPABILITIES OF FINANCE AND

INTERNAL AUDIT STAFF AND PREVAIL OVER THE DIRECTORATE OF FINANCE TO RENDER ITS

SUPERVISORY ROLE OVER THE ACCOUNTANTS.

THE COMMITTEE NOTED IRREGULAR PAYMENT OF OVERTIME ALLOWANCES
ACROSS EAC ORGANS,

THE COMMITTEE RECOMMENDS TO THE ASSEMBLY TO URGE THE EAC COUNCIL OF MINISTERS

TO DIRECT EAC SECRETARY GENERAL TAKE NECESSARY ACTION AND STOP BREACHING THE

STAFF RULES AND REGULATIONS BY HOLDING APPROVING AUTHORITIES RESPONSIBLE FOR

BREACH OF REGULATIONS AND CAUSING FINANCIAL LOSS TO THE INSTITUTION,

T]IE COMM]TTEE OBSERVED IRREGULAR EMPLOYMENTS DUBBED "SHORT

TERM CONTRACTS".

THE COMMITTEE NOTED THAT THE TERM "SHORT TERM CONTRACTS" IN THE EAC IS USED TO

PROMOTE CORRUPTION, NEPOTISM AND SECTARIANISM, THE COMMITTEE WARNS THAT

SUCCUMBING TO SUCH A VICE WOULD BE HARMFUL TO THE REGIONAL INTEGRATION PROCESS

AND RECOMMENDS TO THE ASSEMBLY TO URGE THE EAC COUNCIL OF MINISTERS TO DIRECT

THE SECRETARY GENERALTO IMMEDIATELY PUT AN END TO SUCH A PRACTICE.

THE COMMITTEE OBSERVED THAT IRR-EGULAR PROCUREMENT OF GOODS

AND SERVICES AT EAC CRIATE OPPORTLTNITIES FOR FRAUD AND

EXORBITANT PR]CES.

THE COMMITTEE RECOMMENDS TO THE ASSEMBLY TO URGE THE EAC COUNCIL OF MINISTERS

TO DIRECT THE EAC SECRETARY GENERAL TO STOP IRREGULAR PROCUREMENTS IN ALL

ASPECTS,

6. NON REMITTANCES OFCONTRIBUTIONS BY EAC PARTNER STATES

THE COMMITTEE RECOMMENDS TO THE ASSEMBLY TO URGE THE EAC COUNCIL OF MINISTERS

TO ENGAGE ALL STAKEHOLDERS ON THE MATTER AND ENSURE CONTRIBUTIONS ARE

REMITTED TIMELY.

.1

:l

5
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