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I

EXECUTIVE ST]MMARY

Mr. Speaker SirJ

During the review and consideration of the Audit Commission report on the Financial
Statements of the East African Community Organs and Institutions for the year ended
30ft June 2017, [ssues presented were examined and recommendations have been
proposed.

The Community had a budget of USD 106,494,898 and the actual expenditure was to
USD 66,358,844,1 hence an overall budget performance of 620 . Donor firnding has
greatly reduced aqrd affected the programs and activities of the Institution.

Largely across ttrd PaC; Institutions, Projects and Programmes have a challenge of low
budget absorptiorf requiring proper budgetary planning and coherence; and consistency
in the budgeting process. It is desirable to put in place an EAC single projects
coordination unit to harness coordination of growing EAC projects.

The Committee ngted non-implementation of the previous Audit recofirmendations and
no quarterly reports were provided to the Assembly as was recommended.

Procurement proqesses in the EAC Organs and Institutions contravened procurement
procedures.
contracts, a

EAC Organs and
accumulated VA
undertalien using

irregularities were noted in recruitrnent and award of short term
that contravenes Staff Rules and Regulations and the Treaty.

did not recover from Revenue Authorities ofPartner States
refi.rnd, leading to forfeiture of activities that could have been
VAT refunds

It is ten years s the EAC embarked on an Institutional Review Exercise. Many
programs of the are dependent on its recommendations yet there is no
indication on the Council will conclude with the exercise

Nevertheless, the Accounts presented the financial position of EAC Organs and
Institutions for the year ended 30ft June 2017 farly in all material aspects, with
exception of the EAC Secretariat which got a quulifi"a opinion. Their financial
performance and c[sh flows for the period were in accordance with International Public-
Sector Accounting Standards @SAS).

Report of the on the Audited Accounts of the EACfor the Year Ended 3Oh June 2017
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East African Science and Technology Commission

Financial sector Development & Regionalization Project
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internationai Development Agency

Intemational Financiat Reporting Standards
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Lake Victoria Environmental Management Proj ect

Lake Victoria Fisheries Organization
Monitoring & Evaluation
Maritime Security
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Medicine Regulation Harmonization
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National Drug AuthoritY
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COMESA
COMESA
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t] Ltar'-iDftl\\-

EAIVIS
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IOE
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PSSIP
RESP
RMB
SIDCA
SMART

Payment and Settlement Systems Integrated Project
Regional Electrical Support Program
Results Based Management
Swedish International Development Cooperation Agency
Specific, Measurable, Attainable, Relevant and Timely

Legislative Assembly;
Court of Justice;
Community S ecretariat;
Lake Victoria Basin Commission;
Lake Victoria Fisheries Organization;
ity Council of trast Africa;
Civil Aviation Safety And Security Oversight Agency;
Kiswahili Commission;
Health Research Commission;
Science and Technology Commission.
Competition Authority;

And Communications Technology Systems;

for the year ended 30th June, 2017;

Observations, Recommendations and

A. INTROD

In accordance the Provisions of Article 134 (3) of the Treaty for the Establishment
of the East Community (EAC), the Committee on Accounts while in Nairobi
on 30ft May 20 8 received the Audited Accounts of the following East Aftcan
Community @A Institutions, Organs, Agencies and Projects for the FY ended 30h
Jwre 2017:

i.
ii.
iii.
iv.

vi.
vii.

viii.
ix.
x.

xi.
xii.

xiii.
xiv.
xv.

xvi.

The East African
The East African
The East African
The East African
The East African
The Inter Univers

The East Capacity B uilding Foundation;
Environmental Management Project;

Financial S ector Development And Regionalization Project;
Medicines Regulatory Harmonization Project;

74(1), Rule 81 (c) and Annex 5 (A) of the Rules of Procedure

Accounts for review
, Rt. Hon. Speaker referred the Reports to the Committee on
The Committee met for this purpose and produced a Report.

In accordance with
of the Assembly,

The East Aflican
The East African
The East Afiiican
The East
The East
The EAC

The Lake
The East
The East

Part II:
Institutions
Part III:

The Report covers Committee's findings, observations and reco[rmendations on the
main issues raised. It is divided inl.o l.lreu (3) parts:

Part I: Audit
Projects and

on the Financial Statements of the EAC Secretariat,a

Findings on the Financial Statements of EAC Organs and
the year ended 30ft June, 2017

a

the Audited Accounts of the EAClor the Year Ended 3Oh .Iune 2017Report ofthe Assembly
PageT
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B. METHODOLOGY

The Committee used the following methodology in analyzing the audited accorrnts for

the FY ended 30s June 2017

1. The Committee reviewed and analyzed the following documents were reviewed

and malyzed

. The Treaty for the Establishment the East African Community;

. The 5'I EAC Deveiopment Strategy-;

.ThestrategicPlansoftheEastAfricanCommunityorgansand
Institutions;

. The Rules of Procedure of the East African Legislative Assembly;

. The EAC Financial Rules and Regulations;

. The EAC Staff Rules and Regulations;

.TheAuditCommissionReportsontheAccountsoftheEACorgans,
lnstitutions and Programmes.

2 The committee interacted with the following stakeholders

. The Audit Commission;

. The EAC Council of Ministers;

. The Management teams of the EAC Organs, Institutions and

Programmes;
. The Management of East African Development Bankl

. Letters were written to Mbasha Hordings and Avtech systems Ltd, but

which were not honored.

C. KEY AiJDiT FINDINGS

1. Qualffied opinion on the accounts of the EAC Secretariat

The basis for a qualified opinion for the accounts of the EAC Secretariat hinged on the

following:

i. Inaccurate and Incomplete Financial Statements:

The financial statements piesented for audit for the year ended 30th June 2017 hadthe

following anomalies:

a) Included in the current liabilities balance and administrative expenses figure of USD

8,760,862and USD l6,ll6,728respectively are commitments posted as expenditure

and liabilities amounting to USD ,97,400 ior which no goods or services had been

received o,. ,errd"^rJ u, It gO* lurrc'Z,Otl contrary to the requirements of Paragraphs

25 znd27 of IPSAS 1 and 19 respectively' Further, only TJSD 69'725.of the amount

appeared to have been contracted by theiime of audit on 30ft November 2017 '

e Year Ended 30h lune 2017
Page BReport of the AssemblY on the Audited Accounts of the EAC for th



b) The of cash flows included a figure of USD 10,766 (2015/16: USD

195,474) was indicated as an adjustrnent of accumulated depreciation.

However the
of cash flows
statements.

In consecluence, it
completeness and
June 2017.

Management inforhred the Committee that the USD 397,400 was corlmitted to facilitate

the EAC Adhoc Services Commission on the job evaluation and workload analysis.

However the activity was postponed many times due to lack of fi.rnds.

of the adjustment of accumulated depreciation on the statement

neither been explained nor supported in the notes to the financial

{vas not possible for the Audit Commission to confirm the accuracy,

fair presintation of the financial statements for the year ended 30ft

2,983 non-current assets with original cost of USD 3,819,390

depreciated were still in use without review of their useful lives;

ii. Non-current Assets:
The statement of financial position reflected a non-curent assets balance of USD

20,25L,673 as at 30fh Jvne 2017. However,

a) A total of UpD
which were fplly

b) The existencp of six motor vehicles valued at USD 236,808 procured in July

2010 could npt be verified as EAC Management indicated they were distributed

to Partner States together with log books. No supporting documents were

provided for audit review;

c) The fixed assets register had items valued at USD 829,058 that were captured in

various asset$ classes in block figures. Also, other assets referred to as work in
progress of USD 64,816 were alleged to have been procured but were not in use.

In addition, the fixed assets register included 1,010 assets with a cost value of
USD 1,880,662 ardnet book value ofUSD 12,052 whose existence and location

could not be r/erified.

In view of the abo'lre, The Audit Commission could not ascertain the existence,

ownership, completehess, valuation and accuracy of the non-current assets balance of
IJSD 20,257,613 as 1t 30th June 2077.

Management of EA informed the Committee that during the time of the Audit, it had

engaged a Valuer to
issued and figures 

'

the useful lives of the non-current assets. The Report was

usted in January 2018. Management submitted the financial

statements on 2ltt J 2018 but the Audit Commission did not review them since it
had concluded the exerclse.

Repofi of the Assembty the Audited Accounts of the EACfor the Year Ended 3Oh June 2017
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On the six motor vehicles, Management informed the Committee that they were bought

in the framework of impiementa:tion of the Avian Influenza Project, with the support

from the European Union and in 2011 transfened to the Ministries responsible for

livestock in the Partner States. The Audit Commission could not go to verify the

existence of the vehicles, hence the Audit query.

iii.Unsupported Expenditure and Tnansfer of funds

The EAC Secretariat received a gtant disbursement of USD 356,000 in March 2016

from the African Union Commission - Inter African Bureau for Animal Resources

teU- ment for the impiementation of action for R-einforcing Veterinary Governance

io eai.u. During the year under review, EAC Management reportedto have spentusD

178,761on the pro.j.ct. Further, an amount of USD 117,000 was alleged to have been

transferred to AU-IBAR on 4fo November 2016. However, the original supporting

documents were not provided for audit review.

Consequently, it was not possible for the Audit Commission to confirm the propriety

and validity of the reported expendit'.ire and. tansfer of USD t78,761and IJSD 117'000

respectively as at 30th June 2017.

Report of the Assembly on the Audited Accounts of the EA C for the Year Ended 30h June 2017
Page 10
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2. Budgetary

3. Weaknesses in
Audit review of the

ance

Table showing e consolidated Statement of Comparison of Budget and Actual

amounts for Year ended 30th June 2017 (for all EAC Organs and Institutions

in US Dollars)

Overall, in the pyt2Ot6/17, thetotal budget of the EAC Secretariat, its Organs and

Institutions was USD 106,494,898 while the actual budget received was USD

70,66g,256. Of this usD 66,358,844 (93%) was absorbed leaving a surplus of usD

4,309,412 as at year end.

ternal Controls
control system and control environment revealed that EAC

Secretariat and its and Institutions suffered from inadequate staffing capacity

which led to limited of duties.

Further, had not exploited the use of IT systems as IT govemance,

strategic plan, polic and procedures were limited or non-existent. The IT systems

were also not The Information Technology (IT) unit stnrcture, placement

and staff capacity had not been harnessed to drive EAC Secretariat's strategic

objectives. The internal control weaknesses undermined Management efforts in

the prudent use of al resources.

30h lune 2017
Page 11

Description Total for all Orgalq & Institutions

Revenue Final Budget
Actual
Amounts

Performance
in o/o

Contribution frofn Parhaer States 52.148.505 52.148.505 t00%

Support from Ddvelopment Partners 50,471,564 15,252,708 30%

Other Revenue 3,874,829 3,267,043 84%

Total Revenue 106,494,898 70,668,256 66%

Donor Dependen cy Rate 47% 22%

Expenses
StaffEmo S 36.036.151 28.738.956 80%

Administration and

Meetings, Consqlta4cies)
Activities

64,494,632 35,762,969 55%

Finance Cost 142,002 130,350 92%

re (Assets) 5,822,113 1,726,569 30%

Total Expenditu re 106,494,898 66,358,844 62%

Surplus/Deficit
of the Revenue)

fpr the Period ('/rS"
0 4,309,412 6%

Report of the AssemblY the Audited Accounts of the EACfor the Year Ended



PART I: CT]RRENT YEAR AI,DH FINDINGS ON THtr', FINANCTAL
STATEMENTS OF THE E-AC SECRETARIAT, PROJECTS AND
PROGRAMMES

1. ALTDIT OF EAC SECRETARIAT

I.i GOVERNANCE ISSUES

1.1.1. Late submission of the financial statements

The financial statements for the EAC Secretariat for the FY ended 30ft June 2077 were
submitted to the Audit Commission on 10fl'October 2017, ten, days late contrary to

Regulation 116 (1) of the EAC Financial Rules and Regulations which in a way
hindered due planning by the Audit Commission.

Management of EAC informed the Committee that the delays in submission of financial
statements for FY 201612017 was due tc the fact that the respective Organs and
Institutions had submiued their respective accounts late to the EAC Secretariat and the
late delivery of the Audited Accounts to the EAC Secretariat by the courier Company.

Committee Observations

Late submission of financial statements contravenes Rule 116 (1) of the Financiai Ruies

and Regulations of the EAC and affects the planning and operations of the Audit
Commission.

Co mmittee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensure that:

i. Monagement of EAC adheres to Rule 116 of the EAC Financial Rules and
Regulations and makes timeiy submission of ftnancial statements to the
Audit Commission;

ii. Disciplinary action should be instituted to the staff who didnot comply with
the EAC Financial Rules and Regulations;

iii. The Secretary General should ensure that during the Audit exercise,
relevant staff are present at the station.

1.1.2. Non-Audit of the East African Development Bank (EADB) by the Audit
Commission

The Audit Commission reported that the East African Development Bank, one of the

surviving institutions of the Community, had never been audited by the Audit
Commission contrary to Article 134 (1) of the EAC Treaty. Audit further reported that

this had continued to happen despite previous EAC Management Letters.

Report of the Assembly on the Audited Accounts of the EACfor the Year Ended 3At' June 2017
Page 12
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Management of informed that the Charter which established the bank gives it a
different structure that is parallel to the EACTreaty. This Charter empowers
the EADB Council to appoint auditors to carry out audits on the bank

selected by the of Directors.

Management
EADB irrcludes

ii. The

Republic with 9.5lYo, the United Republic of Tar:u;ania with 23.77% and the

with27 .03o/o. The Bank however has other non-EAC shareholders,Republic of Ur
including African Development Bank (8.820 ), Netherlands Development Finance

Company (2.67%i German Investnent Corporation (0.71%\ Commercial Bank of
Africa (0.04%), Bank Sweden (0.04%), Barclays Bank London (0.01%) and

Standard Bank (0.07%), Yugoslavia Consortiurn (0.2%) and SBIC African
Holdings (0.17%)

ervaCommittee Obs tion

i. The non of the EADB by the Audit Commission is in contravention of the

Article 134 Article 9 (3) East African Community Trealy and;
of the Charter establishing the EADB and EAC Treaty on the -

informed the Committee that the curent shareholding of the

countries namely, Republic of Kenya with27.03% shareholding,

rbcommends to the Assembly to urge Council to implement the

bn resolving the disparity between the EADB Charter and the EAC

legal Status of the Bank excludes it from audit by the Audit Commission.

Committee Recommendations

The Committee
Summit directive
Treaty.

1.1.3 Delayed formulation of the 5th EAC Development Strategy

The Audit reported that the 5th EAC Development Strategy had not come

4th trAC Development Strategy at the end of FY
had operated without a strategic plan in the year

Management of C informed the Committee that the 5th EAC Development Strategy

had since been by the EAC Heads of State.

Committee O

Absence of a Strategic Plan could lead to resource misappropriation,

negative impact timelines and failure to incorporate lessons learned into the

development of plans; all ofwhich could hamper achievement ofthe EAC vision.

Report of the on the Audited Accounts of the EACfor the Year Ended 3Oh June 2017
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Co mmittee Reco m menda.tions

The Committee recommends to the Assernbly to urge the Council of Mintsters to

ensure that:

i. Mid-termreview ofthe Developmentstrategt is undertaken andresults thereof
considered in the development of the new strategt-

ii. Timely commencement of development of the subsequent development strategy

to avoid operating without one.

iii. The anilfor inonitoring, evaluaiioit and de,'elopment showld be strengtkeneC

in terms of human resources to ensure timely production of the Development
Strategies of the EAC.

1.1,4 Non-implementation of a results-based monitoring and evaluation
framework

The Audit Commission reported that there was non-implementation of a Results-Based

Monitoring and Evaluation Framework despite a provision for it in the FY 2016/17

budget. Audit further reported that more emphasis was being put on immediate outputs

and spending rather than on long term results.

EAC Management informed the Committee that the lack of a framework and system

for monitoring of the outcomes of the progiams specified in the strategy v/as one of the

factors behind the weak, non-harmonrzedand ineffective M&E System that posed a big

challenge to the effiorts of the EAC.

Committee Observations

The Committee noted that without undertaking a Result Based Nlonitoring and

Evaluation, EAC will not be able to adequately review the relevance, efficiency,

effectiveness, impact and sustainabiiity oithe interventions it cairies out.

Committee Reco mmendations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensure that Management:

i. Implements a Results-Bssed Monitoring and Evaluation System to adeqwatel.y

evaluate its interventions and their outcomesl
ii. Is encouraged to evaluate the implementation of Council directives and

decisions; and its staff performance towards achieving the EAC strategic

development goals.

30t' June 2017Reporl of the Assembty on the Audited Accounts of the EAC for the Year Ended
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I.2 SIIORTCO

1.2.1 Irregular

The Audit
from personnel

GS IN BUDGETII\G Ah[D BT]DGETARY CONTROLS

of funds

reported that a total sum of USD 1,3 42,650.08 was reallocated

to recruitnent expenditure contrary to Regulation 19 (3) of

the EAC Financial and Regulations Act 2012.

Management of
35ft meeting of
reallocate funds

EAC concurred with the Audit finding and explained that during the

thd council 0f Ministers, council directed the EAC Secretariat to

within its current budget to cater for the recruitment exercise. 
-

Co mmittee Obseri'ations

Although the 35ft Meeting of
to reallocate the futrds, EAC

the Council of Ministers had directed EAC Management

Management the authoritY from the

Assembly 1n power to appropriate funds is vested (Article 49 of the TreqtY). This

reallocation was done irregularly and contra,venes the EAC Treaty and the EAC

Financial Rules Regulations. Management of EAC should have Presented a

supplementary for reallocation of funds.

Committee mendations

The Committee to the AssemblY to urge the Council of Ministers to

ensure that ofEAC ceases abrogating the Treaty of the EAC and its

Financiul Rules Regulations by ensuring that all future reallocations are

approved by the

o1.3 REVIEW F REVENUE MANAGEMENT

1.3.1 Delayed dilbursement of contributions by Partner States

The Audit s10n reported delays in remittance of contributions from Partner

States. Audit that only 39Yo of the contribution for the FY under review had been

received by 3 1$ D 2016.

Committee Reco dations

The Committee
ensure that:

to the Assembly to urge the Council of Ministers to

i. There is follow up on the outstanding co ntrib utio ns thro ugh timelY

and contin us reminders; and issuance of demand and receiPt notes to the

respective States ofwhat is outstanding to the EAC;

ii. It explores pos'sibility of enforcing sanctions and Penalties on the Partner

States defnu' on r e mitt an c e s of contr ib utio n s to the EAC.

the Year Ended 30h June 2017
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1.3.2 Reduction in funding fro'm-Development Partners-and.static contribution
from Partner States.

The Audit Commission reported a 42oh decline in conti'ibutions received from
Development Partners compared to the previous FY. In addition, the amou:t received
was only 3l% of the budgeted amount. The contributions from Partner States had
remained static over the years yet the EAC has continued to establish new staff
structures, Organs and Institutions to match the Community's growth.

I\f^-^-^---+ ^f E A /.\ ^^-^,,*^J .-.i+L +L^ A..J:+ {i..J.:-- +L^+ +L^ T\^.,^1^.^*^..+ D^.a^-^,lYrcurcr$wnrvrll vM1\-/ v\./rruLlll1vLr VVILII Ll.ltr /-rLlLllL J.rULllrrts LlrAL Lrlg LrgVg.l,\-rPru\;lLl .1 aLtlulJ

contributions were static and had declined in the FY under review.

The Committee was informed that a proposal for Sustainable/Alternative Financing
Options for the EAC Projects and Programs is being considered by the EAC Partner
States Ministers of Finance.

Committee Observations

Reduction in contributions from Development Parh:ers meant that the EAC had limited
funds to smoothly implement planned activities to achieve its mandate, and as a result,
prog-rams were only partially implemented or not implemented altogether.

Further the Committee observed that:

i. The current funding cannot sustain, advance nor support the growing Institutions
of the Community;

ii. The EAC risks stagnation in the implementation of its activities thus slowing its
growth.

Committee Recommendations

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

i. Fast-track the alternative financing mechanism to be able to irnplement the
C o mm un ity's p I anne d activ ities ;

ii. Enhance EAC donor relations and resource mobilization.

1.3.3 Unrecoyered VAT of USD 1,877,168

The Audit Commission reported an outstanding VAT recoverable of USD 1,877,168,
which was an increase by USD 478,859 from the previous FY 2015116.

EAC Management informed the Committee that the issue had been discussed at the
Council of Ministers Meeting and the Ministers had taken up the matter with their
respective Revenue Collection Bodies. A verification of the claims is undergoing such
that the VAT claimables are cleared.

Report of the Assembty on the Audited Accounts of the EAC for the Year Ended 30h June 2017
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Committee Obsellation

Non-recovery of the funds from the Revenue Collection Bodies in Partner States had

accumulated VAT balance amounting to USD 1,877,168, thus depriving the

Community of thelscarce resources to implement its programs and activities.

C o mmitt e e Reco d m end ation

The Committee rilcommends to the Assembly to urge the Council of Ministers to

fotlow up with thb respective Ministers responsible for Finance to ensure that the

VAT refunds are furomptly remitted to the Community.

I.4 RE\rIEW bT ASSTTS MANAGEMENT

1.4.1, Shortcomings in the maintenance of the Assets Register

a) Unsupported entries in the Assets Register

The Audit reported that items worth USD 829,058 indicated in the asset

register availed audit were not associated with any identifiable assets contrary to

Section l.l2.l2b; of the EAC Financial Procedures Manual,2013

Management of EAC informed the Committee that EAC had adopted new accounting

systems that included implementation of a new GFS Chart of Accounts and Budgeting

Framework, which changes affected the way the institution was capturing and

maintaining finanbial data. This caused some entries not to be supported in the assets

register however informed the Committee that the process of updating

the fixed assets to indicate the serial numbers, location and condition of assets

was still ongoing that the assets do exist at EAC and can be physically verified.

Committee Observations

The Committee oQserved that without specific identification of assets:

D It may not be possible to track, monitor and control the assets;

ii; fte u".*uby bf assets as reported in the financial statements could be doubtful,

fraudulent, or suspicious.

Committee Recolnmendations

The Committee 4ecommencls to the Assemb$t to u.rge the Council of Ministers to

ensttre that Ma4agement of EAC maintains a properly prepared and regularly

updated Assets Rggister.

b) Gaps in the Assets Register

The Audit Comrrtission reported that upon review of the Assets Register availed for

audit verification, 1,010 asiets with cost values totaling USD 1,880,662 and net book

30h June 2017
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value of USD 12,052 reporte&in-the Registerdid not include critical information about

the location or staff assigned to the assets.

In addition, Audit reported that the Assets Register included 2,984 assets with cost

values of USD 3,819,390 that had been fully depreciated but were still in use. This

matter had been reported in the previous year Management Letter but the ensuing Audit
recommendation has not been implemented.

Management of EAC, informed the Committee that a professional Assets Valuer had

been procured to assist the Secretariat rn reva.lr;lng, reassessing, tagging and identiffing
those assets for disposal. In veriffing the value, condition and location of the assets, the

Board of Survey Committee conciucteci the verification process with the Audit
Commission.

Committee Recommendations

The Committee recommends to the Assembly to urge the Councit of Ministers to
ensure that the fuianagemeni of EAC:

t) Assets valuation exercise is completed as soon as possible;
ii) Maintains a properly prepared Assets Register where all assets are clearly

ide ntiJie d an d r e c o r ded ;
iii) Implements audit recommendations on the assessment of the useful ltle of the

os.sp!.s hqfore lhev ore fullv denreciated"

1.4.2 Kitchen equipment valued at USD 2121987 not put in use for over two ycars

The Audit Commission reported that physical verification of the assets of the

Commgnity revealed that EAC Secretariat had purchased kitchen equipment valued at

IJSD 212,987 and subsequently delivered in December 2014, but had never been put to

use thus generating no economic value to the Community contrary to Reguiation 3 i
(2c) of the EAC Financial Rules and Regulatiorc,2012.

Management of EAC informed the Committee that the procurement process for catering

services advertised in the FY 2OL6l20l7 attracted only one bid that ended up being non-

compliant. The Evaluation Committee appointed for the process recofilmended to the

Procurement Committee to re-advertise the service by requesting the user department

to reinitiate the process by raising a procurement requisition form.

EAC Management hopes that a review of the Terms of Reference of the procurement

will be able to athact bids ancl the procurement will be finalized in FY 2017/18 and the

kitchen equipment will then be put to use.

30h lune 2017
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Committee Observations

The Committee m{de the following observations-

i. Poor frnanci{l planning on the part of EAC Secretariat on the utilization of the

Community's funds since there,has been no value from the investment since it

was made.
ii. The Commuflity has tied financial resources in these assets that could have been

used to address its other urgent expenditures.

iii. The non-use ]of the assets cists doubt on whether they were needed_by the EAC'

iv. The depreci4tion charge for the assets could not be matched to the economic

benefit derived from the usage of the assets'

v. The useful life of the equipment is in question and as such the depreciation

charge may hot be accurate.

Committee Recofr mendations

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

ensure that EAC lVranagement is directed to carry out prior adequate planning of

assets acquisition' and Ttitization in order to mtnimize idle assets and enhunce

efJicient ittttzattol of the Community resources.

1.4.3 Delay in d(posal of assets

The Audit reported that despite recommendations to dispose of a number

of assets having made over the past Years, no disposal had been carried out over

the last four years, During the audit exercise, the Commission under took a phYsical

verification of the assets and identified a number of groturded vehicles at the EAC

parking lot whose bonditions kept deteriorating.

Audit fi.rrther repofted that old computer equipment was kept in store at.tl-re basement

occupying a loi of space contrary to Regulation 102 of EAC Financial Rules and

n"g"tutiJ" and Palagiaph 8.1.3 (h) of the EAC Financial Procedures Manual 2013'

Management of EAC concurred with the Audit f,rnding and reported that the process of

dispoill of obsolele assets was recommended by the EAC Board of Survey Committee

to the Secretary Goneral and that for the FY 2016/17,the SG had directed the concerned

departments to implement these recommendations on the same.

Committee Reconrmendations

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

ensare rhat Management of EAC immediately disposes of fully depreciated assets in

order to avoid thelCommunW incurring depreciation and storage charges'

Ended 30h June 2017
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1.4.4 Inadequate control over-vehicles transferred to Partner States

The Audit Commission reported that physical verification of EAe assets revealed that

7 vehicles included in the Asset Register with a net book value of USD 14,808 were not

available for verification yet the Assets Register availed for audit indicated that the

assets location was the parking lot of EAC premises in Arusha.

A frulher inqury from EAC staffrevealed that the vehicles were transferred to Partner

States. The ownership documents for the said vehicles were not availed for audit

verification and no records were provicle<i to indicate their conditions or usage. Thris is

contrary to Paragraph 16.1.2 (r) of EAC Financial Procedures Manual.

Management of EA concurred with the Audit finding and noted that there are a number

of assets in the control of the Secretary General in the EAC Assets Register that had

been transferred to different points of use in the EAC Partner States. Management

further infbrmed the Committee that the specific vehicles which were mentioned in the

Audit Commission report were project vehicles which were allocated to the Partner

States to facilitate the various offices on the Avian Flu Project. Management revealed

that for control purposes, EAC Management ttrrough the Board of Survey Comrnittee

had commissioned a team to carry out a .ralidation exercise to ascertain the existence

and condition for all EAC Assets in the Partner States'

Management further informed this Committee that it intends to make it an annual

exercise as part of the Board of strrvey Committee assets verification process-

Committee Observations

i. There is a risk of misuse of the vehicles where there is no proper control;
ii. The existence of the said vehicles is questionable.

Committee Recommendations

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

to:

i. Ensure that Management of EAC ensures that proper controls in the

management of EACfleet of vehicles are pat in place;

ii. Should investigate the matter and report to the Assembly tn three months-

I.5 REVIEW OF PROCI]REMENT AND CONTRACT MANAGEMENT

1.5.1 Partially executed contract resulting to a security gaps at the EAC premises

The Audit Commission reported that in the FY 2015116, it had recommended that the

partially implemented security contract for the supply, delivery and installation of
secrrr"itv eouinment bet'.^reen EAC and M/s. Avtech Systems I.td for a sr-:-m of [-ISD

SgZ,qiS.gi oiwhich 80% of the contract sum was paid should be addressed to the end.

Audit however noted that this issue is yet to be concluded.

3P June 2017
Page20

Report of the Assembly on the Audited Accounts of the EAC for the Yeur Ended



Management of EA concurred with the Audit finding and reported that the SecretarY

General had a team of Staff members with representatives from various

departments had constituted to pursue the matter. Management further noted that

due to cofiImence in December 2018.

Committee ObserVations

i. There has sir[ce been no positive progress when the matter was reported in the

2015116 Audit Commissior, ,.port let EAC had incurred a loss of USDS

582,485.93.

Committee Recomlrendations

the legal processes

The Committee
to ensure that:'

Use of
Bids were r

Evaluation

i. The EAC
comPuters

ii. There was

re\,ommends to the Assembly to urge the EAC Council of Ministers

' d implementation th ereof;

"*pidit, 
the process of biacklisting Avtech Systems Ltdfor breach

;
breach of the EAC Financial Rules and Regulations

the Year Ended 30h June2017
Page2l

i. CTC the legal process for recovery of USD 582,485 from Avtech

Systems
of this magnitude are properly insulated againstii. In future,

possible and fraud by involving Contract Managers and legal

from the Office of the CTC to oversee the Procurement

processes
iii. CTC sho

of contract;
iv. Council aforensic audit into this procurement'

1.5.2 noted in the procurement of Computers

The Audit Commission reported that EAC Secretariat Purchased computers and

accessories from IvUs Mica Computers at a cost of USD 35,199.40 which were received

on 30ft Jr:u;re 2017 an invoice issued on the same day. Audit review of supporting

documents in of the procurement further

procurement method
after opening date

revealed the following anomalies:

bids beyond the bid validity period

Pro-longed delayed award of the Procurement

Committee Obs

With the anomalies

not have derived value for money from the procurement of the

i
ii

111

iv
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Committee Recommendations

The Committee recommentis to the Assemb[y to urge the EAC Council of Ministers
to ensure that:

i. EAC Management procurements are carried out in accordance with EAC
reg ulatio ns and procedures;

ii. It expedites the Institutional Review Exercise such that the manpower gaps in
the procurement department arc addressed;

iii fniirtiirrnlo )itonth uoean-<ihla nso oon-i*n-.la.lo *o, tvoL! t gJlrvroJaua9 qr 9 a 9p, oaaawra&o@.

1.5.3 Shortcoming in the Management of Consultancy Contract for Staff
Recruitment

The Audit Commission reported that a review of the consultancy expenditure showed
tlrat tlre EAC Secretariat reported transactions amounting to USD 537,293 net of 18 Yo

VAT relating to recruitment of staff. Supporting documents indicated that EAC
Secretariat had made a request for a supplementary budget to meet the outstanding
balance and was directed to reallocate funds from within its current budget to cater for
the recruitment exercise. The following shortcomings were noted;

a) Inadequacies in the contract management
The original contract was not availed for audit verification. The copy provided
had. asignature -with neither name no-r designation cf an EAC representative. The
pages were also not countersigned.

b) Variation befween the contract and the engagement letters
EAC Secretariat signed several engagement letters with ths consuhanl @eloitte)
with reference to the framework contract. It was noted that the engagement
l^+^-^ l.iJ -^+:-^L,J^ 7-^-, +^^l-^:-^1..-J^l i- +L^ ^-:-:-^l ^^-k^^+ +:-^*-"'^-l- ^-lEltElJ LrrLr llUL tIttylUlrg l!(Jj/ t45l\J llrurUUgLl lll Lrlg Uf ftsffr4r Uullllctvl Ll(l.tllrvvYwrN oJ

indicated in the copy availed such as:
. Designing suitable advertisements on agreed job descriptions;
. Conducting psychometric tests;
. Obtaining references for the shortlisted candidates; and
. Preparation of a final report recommending a maximum of three

candidates for final interview by EAC interviewing panel.

Audit revealed that all the above tasks were carried out by the adhoc Service
/a^m-iooi^n af E'Afr -,^t 1I"o ^^^."1+^-f nharorcd the nr.ioinal rate anr{ ctave.a 1(\okvvlllrllrJJlvrr oL L/ lv Jwl lrav wvlroultcrrl vrrorSvu lrrv vrlEursr ruuv 4lls

reduction for the tasks not performed. The basis for the reduction was not clear
since there was no evidence of any negotiation as required by EAC Financial
Rules & Regulations.

c) Pcrformancc of scrvicc without a valid contract and an engagement letter
Included in the consultancy expenditure was an amount of USD 81,202 being
administrative fees for providing support during recruitment of 24 positions.

Repoft of the Assembly on the Audtted Accounts of the EACfor the Year Ended 3fi June 2017
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Further incl
of 32 EAC

was an expenditure amount of USD 291,962.39 for recruitment

Audit reiealed that both these amoturts were expended with

total

recruitment of
consolidated bY

b)

c)
d)

d) Non- adherelce
e) Lack of contfact

to EAC Financial Rules & Regulations

to cut offprinciple
control mechanism

Management of EAC concurred with this audit frnding and informed the Committee

that the Deloitte was duly signed bY DePufY Secretary General Finance and

Administration the Principal Legal Officer having been recommended bY ttre

Director Human The contract was to Provide recruitment services for 24

positions for staff were due to undergo the interviewing exercises for the EAC jobs

and that the issue presented to the 14th Meeting of the Procurement Committee that

cleared the matter of payment of administrative fees. The payment of the services

rendered by the was based on the detailed report presented by Deloitte

Consulting The report contained the names of the persons who had applied for

every specific po

Management further informed the Committee that in regards to USD 291,926-39 for the

32 EAC staff from previous financial years, the costs were

secretary General, forwarded to the council that approved all of

the outstanding expenditures.

Committee mendations

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

t. Ensure Management of EAC:
a) reports expenses and liabilities of the Institution in the ft.nancial

Enhan contracts managernent to ensure that all liabilities emanating

from projects are well managed and rePorted;
related contracts;Puts in adequote control mechankms for future

that all contracts dre properly managed and executed in

with EAC financial rules and regalations;

ii. Institute action against the Director Human Resource and the

Deputy General Finance and Administration for authorizing the

irregular of USD 537,29j for the consultancy contract for stuff

t.6 REvtEw IIUMAN RESOT]RCES FT]}ICTION

1.6.1 Sho gs in the engagement of Short Term Staff

Audit further the following anomalies

Year Ended 30h June 2017
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a) Lack of approval on establishment of short term contract staff. There was

no evidence that the engagement of short term staff was recolrunended to the

Council for approval as required by the regulations.

b) Lack of guidelines on the engagement of the short term staff. There was no

evidence to show that there was competitive process in the engagement. In
addition, the determination of the salary levels for the staffwas not clear.

c) Continued ensrqement of sqme staff on short term coutracts" Selected staff
showed that the same officers have been engaged on short term contracts for a
period of over 7 years.

d) Lack of employee benefits. Audit noted that although tle short term employees

were continually employed, there was no evidence that these employees were

entitled to leave and any terminal benefits. This could be against the international

labor requirements and contrary to Article 70 (1) (2) and Regulation 37 (2) ot
the EAC StaffRules and Regulations.

Management of EAC informed the Committee that it is currently operating under a

structure and establishment that was approved in 2006 and that it is awaiting the

completion of the Institutional Review Exercise that has been ongoing for ten years. [n
the interim, it has resorted to using short term staffto fill in the gaps.

Committee Observations

The Committee observed that this is a recurrent audit finding that has not been

addressed by the Council of Ministers.

Committee Recom mendations

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

i. Direct the Secretariat to comply with Staff Rules and Regulattons;
ii. Direct Management of EAC to phase out short term contracts and draw a road

map to/ill all positions that were previously held by short term contract holders

with substantive staff;
iii. Expedite the completion of the Institutionul Review Exercise such that the

short term staff are phased out of the EAC structures.

1.6.2 Lack of staff training and development

The Audit Commission reported that the EAC Secretariat had not undertaken any staff
training and development apart from induction of newly recruited staff. Furthermore,

there was no evidence of a training plan or budget provision in the financial year under

audit.

30t' June 2017
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Management of EAC informed the Committee that no budget was allocated for staff

kaining fbr the FY 201612017.

Committee Obserivations

Lack of staff training and development could result into low staff morale and low

productivity.

Committee Recommendations

The Committee r)commends to the Assembly to urge the EAC Council of Ministers

to ensure that Management of EAC:

i. Adequately plans for staff development and training in order to enhance skills

and prodaativity of its staff;
ii. Continues to mobilize resoarcesfor stafftraining and development.

1.6.3 Irregular payment of unutilized leave days

The Atrdit Comrnission reported that EAC Secretariat paid USD 155,589 as

compensation for trnutilized leave days. A further audit of the payments revealed cases

wheie some employees were compensated for unutilized leave days beyond the

maximum allowable-of 30 days contrary to Regulation 71 of the EAC Staff Rules and

Regulations. 
l

Management of EA.C informed the Committee that given the under-staffrng in a number

of EA-C departmeprts, it was not possible for staff to take their respective annual leave

considering ,fr" work exigencies. Given this challenge, EAC resorted to remunerate

officers for leave applied for and denied.

Management fi-rther observed that EAC Staff Rules and Regulations 2006 allow for

staff to be paid cash in lieu of leave if they have express approval from the Secretary

General or a relevant authority. Payments to these staff were approved by the Director

Human Resource and the Deputy Secretary General Finance and Administration.

Committee Obsdrvations

i. The paympnt in lieu of the unspent leave days beyond those stipulated and

withouiprior approval as required amounted to irregular payments and wasteful

use ofresources;
ii. Non of leave days could lead to fatigue and hence negatively affecting

llhe payment had not been budgeted for in the year under review;
'[here no basis for which the Finance Department acted upon to pay the

unutilized leave because the supporting documents and personal files did not

the employees had received express approval to accumulate days

30 days as required by the regulations;beyond the

3Uh June 2017
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v. The HR departrnent is inefficient and is not able to plan for staff to undertake
their leave

Committee Recommendations

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

t) Ensure thai Management of EAC:
a) Adequately planslor staffleave;
b) Complies with the requirement of the Staff Rules and Regulations to avoid

any misuse of resourcesl
c) Make a provisionfor unatilized leave days based on the total approved yet

untaken leave days"

iii. Institute disciplinary action against the two OfJicers who approved the
irregular payment of leave days.

1.6.4 Payroll Variance noted between the Interface FiIe and the GL f,or

Secretariat

The Audit Commission reported that upon analysis of the employee costs for EAC
Secretariat, it revealed discrepancies in the total amount posted in the General Ledger
and what was presented from the rnterlhce file of the payroll system used to populate
the General Ledger (GL) in the SIIN system contrary to Para 16.1.2 (h) of EAC
Financial Procedures Manual, 2013.

Management of EAC reported that the variances in the Audit Commission report were

occasioned by two issues:

i) Approved Salaries for short term staff who by then were not processed via
Inspiro as the Management systerrr iiicluded only one established staii;

ii) Approvedpersonnelpayments made via General Journal (GEN) function in SLIN

systems and not paid through Inspiro People.

Management further informed the Committee that it had implemented the

recommendation by the Audit Commission.

Committee Observations

The Committee observed that inconsistencies in payment processing could lead to
double payment of salaries.

Committee Recommendations

The Committee recommends to the Assembly to arge the Council of Ministers to
ensure thst EAC Monagew.ent expeditiously harmonizes the vqriances created in the

payroll while processing salaries and allowances for staff.

30h June 2017Report of the Assembly on the Audited Accounts of the EAC for the Year Ended
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The Audit reported that upon analysis of the EAC General Ledger, it
revealed that Secretariat had issued USD 142,605.33 to staffas housing advance
during the year review. It further noted that as of 30ft lvrre 2017 USD 9,600 was

still outstanding
for advances.

there was no policy or regulation in place to regulate the payments

Management of C reported that the Housing advance was granted to staff to clear

the house rent some land lords require rent for 6 or at times 12 months upfront
and staffmight have the money to clear such obligations. The Housing advance is

tion 54 (2 and 4) of EAC StaffRules and Regulations.governed by

Committee Obsetvations

Absence of clear
of EAC tunds.

Co mmittee Recohmendations

The Committee lecommends to the Assembly to urge the Council of Ministers to
ensure that Mandgement of EAC:

i. Puts in pluce an elaborate policy to regulate and streamline the hoasing
advance;

ii. Recovers dll housing allowances advanced to staff within the FY in which the

advances dre awarded.

1.6.6 Adequacy of accounting policy on employee benefits

The Audit Commission reported that upon review of the accounting Policy 4.1(e), it
noted that the lnancial statements of EAC treat accrued gratuity as a defined
contribution plan. However, the gratuity fund is managed by EAC and this does not
meet the criteria of a defined contribution plan since EAC has not transferred actuarial
and investrnent riqks to employees as another separate entity as required by paragraph
28 of IPSAS 25.

Audit further that the accounting policy indicated that the employee benefit
obligations were on an undiscounted basis. However, Paragraph 56 of IPSAS
25 requires that contributions to a defined contribution plan do not fall due

wh,rlly rvithin
the related
paragraph 91 of Standard.

Management of EAC concurred with the Audit finding and undertook to review the

post-employment scheme of the EAC so as to fully comply with the provisions of
IPSAS 25

1.6.5 Unregulatgd payment of Housing Advance to staff

iolicy for managing housing advance may lead to abuse and misuse

,months after thc cnd of thc pcriod in lvhich the omployees render

they shall be discounted using the discount rate stipulated in
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Committee Observations

i. The financial statements may not achieve fair presentation of employee benefits

ii. Users of the financial statements may not understand the impact of particular

tansactions, other events, and conditions on the entity's financial position and

financial performance.

Co mmittee Recommendations

The Committee recommends to the Assembly to arge the Council of Ministers to

ensure that EAC Management expeditiously develops and applies an accounting

policy on em4lo.yee benefits in accordance with IPSAS"

L.7 REVIEW OF CASH AND BANK MANAGEMENT

1.7.1 Unsupported entry in the cash flow statement

The Audit Commission reported that upon review of the cash flow statement of EAC,

it revealed an unsupported entry in the cash flow statement amounting to USD 10,667

contrary to Paragraph 16.1 .2 ft) of the EAC Financial Procedures Manual,2013 -

Management informed the Committee that the unsupported entry item had since been

eonected accordingly to align it with the eorrect description in the notes.

ConT mittee Recommendatio*s

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

ensute that Management of EAC complies with Provisions in the EAC Financial
procedttres llfanuit 2013,-ancl ensures that the cash Jlou'statements are properly

supported by the requisite documents at all times'

1.7.2 Shortcomings in the preparation o[bank reconciliation statements

The Audit Commission reported shortcomings in the reconciliation of bank statements

contrary to Paragraph 5.2 (o) of the EAC Financial Procedures Manual2013.

Committee Recommendations

The Committee recommends to the Assembly lo urge the Council of Ministers to

ensure that Management of EAC complies with EAC /inancial procedures manual

2013, and ensure that the Principal Aicountant and Accountants of all Organs and

Institutions review reconciliations to ensure their correctness'

1.7.3 Dormant bank accounts

The Audit Commission reported that upon review of the EAC bank balances, it

discovered two dormant bank accounts with a total cash baiance of USD fi,236'95 as

at 30th June 2017, maintained by EAC Secretariat and its projects. The accounts were
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maintained at BarflaYs Bank.
Financial ProcedurPs Manual 2

This was in violation of Policy 5.2(a) of the EAC

013

Management of C informed the Committee that EAC was operating the Main

Operating No. 0028004230 which was officially closed on request bY EAC

Management and Bank sent EAC the final account closure bank statement

after being given instruction to transfer all remaining funds balances to another EAC

Committee Observations

i. The of dormant bank accounts could be used to perpetrate

and unnecessarily increase operational costs in form of bank

ll. account indicates that bank balance reported as at 30 June 2017 is

controls ofbank accounts are inadequate'

Committee Recommendations

The Committee necommends to the Assembly to arge the Council of Ministers to

ensure that the Management of EAC forthwith closes the dormant bank accounts'

The closure shouldfoito* 
"o*pterc 

ofi.cial channels with evidence showing transfer

of balances.

1.7.4 Stopped bank account

The Audit C ion reported that when it reviewed the bank balances, it discovered

a closed bank for the East African Community Broadband, account number

0028009089 a balance of USD 87.62 as at 30m June 2017 as stated bY BarclaYs

bank on its of balance. However, no evidence in form of a letter approving

the closure and ofthe balance to another accotrnt was provided for audit review

contrary to 36(4) of EAC Financial Rules and Regulation, 2012'

however informed the committee that all the dormant bank
Management of
accounts have s been closed.

Committee mmendations

The Committee to the AssemblY to urge the Council of Ministers to

ensate that the agement of EACforthwith transfers th e s e fun ds fr o m th e st o P Pe d

account and its main accounts and thereafter formally closes thts account-

the Year Ended 30h June 2017
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operation bank

Further, as account No. 0028000065, it was opened after EAC and Trade Mark

East Africa the Memorandum of understanding to support EAC CaPacitY

Building Action under Technical SuPPort in FebruarY 20t1. The Account was

reactivated and closed it in March 2018 after the exprry of the Project.

misstated



1.7.5 Bank accounts with zero balance

The Audit Commission reported that when it reviewed the bank balances of EAC, it
noted that some bank accounts had zero balances at the end of 30/06/2017 like EAC
COMESA Climate and EAC COMESA Early Response.

Management of EAC informed the Committee that at the time of the audit exercise, the
operations of the projects had ended but the EAC had just appointed auditors to review
the projects and eventually close the accounts. Management further pledged to formally
ciose these accounts.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensure that the Management of EAC forthwith closes accounts with zero bank
balances upon conclusion of the audit procedures.

1.8 REVIEW OF ACCOUNTS PAYABLE

1.8.1 fnternal control weaknesses in accounts payable system

The Audit Commission reported that review of the internal controls for the FY 2016/17
over accounts payabies of EAC revealed the following weaknesses contrary to
Regulation 109 of the EAC Financial Rules and Regrilations:

(a) Inadequate commitments Control

Commitments of resources is not properly done. Purchase orders were raised and
approved long after the invoices had been received or after the activity had been
completed.

(b)Use of manual purchase orders.

Manual purchase orders were used to procure goods and services.

(c) Accounts payable reconciliations

There were no manual registers of accounts payables and in addition, creditors'
reconciliations were not performed on a monthly basis nor were the creditors'
balances agreed to with the respective creditors through supplier statements.

Committee Observations

a) Payments made could have been irregular;
b) There was a risk that commitments were made without establishing the

availability of the budget and funds;
c) There was a risk of double payment/fictitious invoices since it was difficult to

track the individual invoices;
d) Liabilities are not recognized on time leading to long outstanding liabilities;
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e) Delays in

Committee Rec,

p0sting could also

orhmendations

The Committee rqcommends to the Assembly to urge the Council of Ministers to

ensure that Management of EAC undertakes to ensure that;

i. Any obligations are raised through timely production of purchase orders

which shotild be system based;
ii. Liabilities are recognized in the books of accounts immediately they arise.
iii. Every respactive invoice is posted on its own.
iv. Creditors cpntrol accounts are reconciled on a monthly basis and agreed to

ledger accoants.
v. Statements are sent to suppliers on a monthly basis and agreed to the control

accounts.

1..8.2 Inadequacy of the Accounting Policy on Payables

The Audit Commlssion reported inadequacies of the accounting policy on payables

which are likely td lead to the financial statements not achieving fair presentation of

lead to interest / penalties on late payments

payables. This is
guidelines.

Committee Reco dations

The Committee
ensure thut the
also endeavors

contrary to EAC Financial Rules and Procedures and IPSAS

ds to the Assembly to urge the Council of Ministers to

of EAC develops a policy on accounting payables and

disclose accounting policies relating to payables that will make

financial understandable.

1.8.3 fnconsistencies in the Presentation of payables

The Audit Comrnlission reported that a review of the financial statements of EAC

revealed sub-classbs in which items denoted as other accruals and other payables which

had never been explained as to their nature.

Management of baC informed the Committee that the necessary presentation

adjustments had bden corrected in the final financial statements for review by the Audit
Commission.

Committe" R""o f orendations

The Committee rbcommends to the Assembly to urge the Council of Mtnisters to

ensure that Manbgement of EAC considers amending the chart of uccounts.. In

future, Management should also endeavor to avail information that is relevant to an

understanding of the respective entity's Jinancial position.
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1.8.4 Unsupported Payables Balances

The Audit Commission reportetl that EAC Secretariat did not provide supporting
schedules for a number of balances totaling to USD 408,680. In addition, included in
the one-off suppliers' balance of USD 7,043,034 were amounts totaling to USD
343,459.96 whose supporting documents were not provided for Audit R-eview.

Management of EAC informed the Committee that at the time of audit, it did not have
the necessary supporting documents but had since availed the doctlnents to Audit
Commission.

Committec Observations

i. The financial statements may not reflect the true liabilities of EAC;
ii. There may be existence of fictitious claims or unrecorded liabilities

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensure that Managernent of EAC:

iii. Keeps proper records for all transactions that are maintained by EAC at all
times;

iv. Avails documents to the Audit Commission within the specalated Aadit period.

1.8.5 Over statement of payables

The Audit Commission reported that in the creditors' balance of USD 3,384,722 were
invoices atrtl orders totaling to USD 71,449 that had been ordered after the cut-off date
of 20th May 2017 and posted in the General Ledger. However these goods and services
had not been provided as at 30ft J:urlle 2AI7

Management of EAC informed the Committee that the expenditure was captured as a
continuity of a significant amount of other preparatory activities that had commenced
before the 20th May cut-off and related to conference facilities whose costs were
committed to after confirmation of participation of Partner States that may have been
made after the deadline.

Committee Recommendations

The Com.m-ittee recomm-ends lo the Assembly lo urge lhe Couflci! of Ministers tc
ensare that the Management of EAC:

i. Adheres to budgetary controls and avoids making commitments which cannot
be honored on time;

ii. Ensures that onllt trunsactions that give rise to an obligation and where
goods/services have been received, should be recognized in the General
Ledger.
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1.8.6 Variances between invoices and general ledger

The Audit Commipsion reported that contrary to Paragraph 16.1.2(h) of EAC Financial
Procedures Manuql, variances between the figures in the invoices and purchase orders,
and amounts posted in the general ledger amounting to USD 405.00.

Management of EAC concurred with the Audit finding and reported that the anomalies
had since been rectified.

Committee endations

The Committee rhcommends to the Assembly lo urge the Council of Ministerc to
ensure that Management of EAC adheres to proper accounting procedures and make
sure that all entries posted in the General Ledger are reviewed for accuracy and
proper approval.

1.8.7 Long Outslanding Liabilities

The Audit Commission reported that whereas EAC Regulations and Financial
Procedures Manual,2013 requires that all payments of invoices for creditors are made

within 30 days of, receipt of the invoice, EAC had outstanding creditors' balances

amounting to USD 3,384,722 which further includes creditors amounting to USD
92,383 tlrat had bepn outstanding for more than one year and others dating backto2}l4.

Management of EaC informed the Committee that the long outstanding payables

related liom sevdral causes including delay in service delivery, late provision of
invoices by suppliers and incomplete supporting documentation.

Committee Observations

i. Delayed payment to creditors can lead to litigation cases against the EAC.
ii. EAC could incur unnecessary penalties and other contingent liabilities.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Mtnisters to
compel the Management of EAC to ensure prompt payment of creditors and to adhere

to the Commitment Control System.

1.8.8 fnter-fnstidutionaUOrgans Transactions

The Audit Commission reported the following anomalies contrary to Policies 3.4.3(b)

and 1.12.9(a) and (c) of the EAC Financial Procedures Manual.

)a
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Current account showed a debit balance of USD 3,700. ThisThe

amount
222,000

as a result of a transfer of ETIRO 200,000 reflected as USD
subsequent refund reflected as USD 218,000. In addition, the



project was closed and this was"notreported in the financial year under audit
hence the reported receivable could not be recovered.

b) EAC/Lake victoria F'isheries organization (LVFo) Current Account
The current account debit balance of USD 254,777 is an amormt that was
advanced to LVFO on 16 January 2014. However, EAC had not recovered and
refunded to the General Reserve the money for the last3 % yedrs as directed by
the Council during the 28th EAC Council Meeting of Ministers Meeting held on
286 November 2013.

c) EAClEast Africa Science and Technology Commission Current Account
Included in the EASTECO account is a balance of USD 5671 vlhich was not
supported.

d) EAC/ East Africa Kiswahili Commission Current Account
Included in the credit balance of USD 52,902.23 were unsupported debit and
credit transactions totaling USD 48,424.13 andUSD 5,903.38 respectively that
related to the FYs201512016 and 201612017:

e) EAClEast Africa llealth Research Commission Current Account
The credit balance of USD 1,82,575.50 r,vas only supported by a payment to
Monitor Publications of USD 1,112.76.

When the Management of EAC interacted with the Committee, it informed the Meeting
that they had provided the necessary documentation in support of the outstanding
amounts. Reconciliations of halances were done and balances that needed to be reversed
in the case of EASTECO, appropriate correction had been done in consultation with the
Principal Accountant of EASTECO.

Committee Observations

ll.
iii.
iv.

Non-recovery of funds advanced affects funds available in the General
Reserve fund which can be used to fund unforeseen expenses.
The reported balances could be non-existent.
The reported balances could be overstated.
The records maintained by EAC did not have accurate information

Committee Recommendations

The Connmittee recommends to the Assembly to urge the Council of Ministers to
ensure that the Management of EAC;

i. immediaieiy recovers the amounts owed;
ii. Investigates the variances and where applicable odjusts the books of accountsl
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proper records of EAC activities are maintained;
tr ans actio ns ar e s upp o rted ;
and credit notes to support the current account transactions

the date should be the date on which salaries are paid. The Audit

Commission reporfed the following anomalies:

) Omission of salary expense
The salary expenses for Proj

iii. Ensures
iv. Ensures
v. Uses debit

a

all

vi.

1.8.9 of SaIary Payable

The Audit C ion reported that EAC Financial Procedures' Manual 2013 requires

the Secretary to maintain correct, accurate and complete documents and records

of all the financial ofthe Community In addition, Policy 7.2(d) ofthe EAC

Financial Manual2013 requires that salaries be paidonthe 24thdaY ofeach

on a weekend or public holiday in which case the working daYmonth, unless this falls
immediately following

captured ln salary expense
these in the salary payable account.

ects reference EU06, US01 & US02 were not

for the year although there are credit entries for

b) Omission sala
Salary
payable

c)u balances in salary paYable account

Salary le balance of USD 5I3,916 which included debit and credit entries

for various between the months of July 2016 andMay 2017 which were

not cleared.

d) Variance salary expense and salary paYable account

A review the salary payable in the general ledger revealed un-explained and

unreconc variances between credits in the

debits in the salary expense account.
payable account and the

ry expense as paYables
totating usD 104,128.91 could not be traced to the salary

Management of EAC acknowledged. the Audit Commission frnding and explained that

for thJ part of USol and US02, there was no omission, and stated that it could have

beel a., extractiod error (the correct extraction could have taken into accounts other

components (US0 to US04)

Ended 3th June 2017
Page 35

Report of the on the Audited Accounts of the EACfor the Year

instead of because the emails can easilY be manipulated;
Director Finance (DF), crosschecks on a monthly basis with the

responsible Assislant on the outstanding liabilities, noting the action

lacking guiding on what is to be done within speci/ic timelines'

vit. Through DF, analyzes statisttcally the loss offoreign exchange rates which

should if there is need to open another forex account e.g. the euro

account.



For the FSDRP (W801), Management noted that the staff salaries for the specific
months of April, May and Iw.rc, 2ALl"were al.l-pa.id-in-June; 2-0L7 after getting a No
Objection from the World Bank. As there were no fi.rnds for making this payment prior
to the No Objection, EAC Management could not commit the expenditure, hence the
delay noted by the Audit Commission.

Committee Recommendations

The Committee recommends to the Assembly to urgue the Council of Ministers to
ensure that Management of,EAC:

t. Ensures thot all salary expenses are recorded on a monthly basis;
ii. Clears salary payable accounts whenever salaries are paid;
iii. Investigates the source of the variances and reconciles the expenses and

payables accounts.

1.8.10 Accuracy of Creditors' Balance

The Audit Commission reported that according to Procedwe a,a5@) of the EAC
Financial Rules and Regulations, the Senior Accountant is required to prepare an aged
analysis report of outstanding payables on a monthly basis. Ftrrthermore, the Purpose
Statement 4.4.2 stipulates that accounts payable management policy is to ensr.re
completeness, acctlracy and reliability in the management of all accounts payable. Audit
reported that when it compared the balances reflected in the financial statements in
respect to creditors with confrmations from the suppliers, there were some variances.

Management of EAC responded that the variance between the recorded amount and the
circularized amount in respect to Arusha lnternational Confbrence Centre was as a result
of a disputed amount of USD 725,582 for renting office space since 2004. Audit
Coinrrrission observed that it was not clear why ivlanagement had not inciuried a

contingency iiabiiify for the disputed balance in the financial statements.

Committee Observations

i. The creditors' balances were overstated;
ii. There was violation of the Matching Principle in the financial records.
iii. The difference noted pointed to errors in the financial statements and/or

unrealistic payable accounts ;

iv. The records maintained by EAC on creditors could not provide accurate
information on individual creciitor baiances.

Committee Recom men dations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensltre that Mtnagement cf EAC:

i. Investigates the source of the variance and reconctles th.e accourtts.
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I

iL Ensures only transactions that have been satisfoctorily performed are

recognized obltgations.
iii. Makes necepsary adjustments in the books of accounts where applicable,

1.9 REVIEW OF GRATINTY MANAGEMENT

The Audit Commidsion reported that contrary to:

a) Par. 27 of IPSAS I on faithful representation of the efflects of transactions, other

events and tions in accordance with the definitions and recognition criteria for

assets, liabili revenue and expenses;
b) Par. 26IPSAS 9 on financial statements; and;

of the EAC Procedures Manual; it noted the following anomaliesc) Policy 16.1.
in the gratuity of the EAC:

of gratuity expense and gratuity liabilify;
anance expected gratulty expense and gratuity expense for the year;

N
V,

Over-statoment of gratuity payables;

Variance between gratuity expense for the year and graturty payable account;

Omission of gratuity expense as payables;

vi. Irregular teversal of gratuity expense.

Audit reported that the above anomalies affected the marrner in which the gratuity

account was being managed at the EAC.

Committee Recommendations

The Committee r'gcommends to the Assembly to urge the Councit of Ministers to

ensure that Management of EAC:

i. Ensares thi,gt alt gratuity expenses and liabilities &re reviewed on a monthly

basis beforp posting to the ledger;
ii. Carries o4t regular review of gratuity liability for each staff account to

ascertain the amounts owed;
iii. Infuture reversals ofjournat entries be reviewed and approved before posting;

iv. Ports a pri1r year adjastment to correct overbookings in prior yeors, and ;
v. Investigate| the source of the variances and reconciles the accounts.

1.10 REVIEW OF EXPENDITURE MANAGEMENT

The Audit Comrnission revealed the tbllowing anomalies in the management o[
expenditure at the EAC

l.

ii.
iii.
iv,

Report oJ'the on the Auttited Accounts of the EACfor the Year Ended
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a) Delay in finalization of the Staff Life insurance contract resulting into financial
Ioss of USD 69,901.

The Audit Commission reported that this expenditure was doubtful and that the contract
was awarded before it was signed and payments made before the procurement processes

had been completed.

Committee Observations

Management of EAC did not follow the Commitment Control System in this
procurement process and the commitments were only effected to avoid the funds being
transferred to the Reserve Fund.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensure that Management of EAC is directed to ensure that future procurement
proeesses are tnitiated and completed on a timely basis to avoid such losses.

b) Failure to comply with cut-off principle
The Audit Commission reported instances where EAC Management failed to meet the

cut off principle in recognition of the following expenses:

v. An amount of USD 40,000 posted in the General Ledger on 30ft June 2017 showed
as assets valuation. However, the supporting documents showeci that the contract
was signed on 4th September 2017 and the award was done on24fr August 2017.
No service had been provided as at 30ft hne 2017.

vi. An amount of USD t4,725 posted in the General Ledger on 30ft June 2017
reported as 'consultancy for training needs assessment'. However the supporting
schedule showed that the contract was to start from l't July 2017 and as such no

service had been provided as at 30th June 2017 .

Committee Recommendations

The Committee recommends to the Assembly to urge the Council oJ'Ministers to

ensure that Management of the EAC:

i. Properly recognizes this expenditure in the /inancial statementsl
it. Properly plans for procurements execution so that planned activities are

implemented within that particular FY.

c) Long outstanding staff claim inadequately supported
The Audit Commission reported that docurnents relating to expenditures of the APSA
project for the period of 2015116 were inadequately supported.
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d) Detayed booki{g of air tickets
The Audit CommisBion's review of the invoices relating to air tickets showed that most

of the air ticketirlg bookings were done closer to the travel dates which is in
contravention of Policy Regulations of EAC.

Committee Recornmendations

The Committee ds to the Assembty to urge the Council of Ministers to

ensare that EAC procures tickets on time since speciJic meetings ate

scheduled with loruwn dates and Programs-

e) Other Audit fipdings in relation to the review of expenditures
i. Expensive t[ckets which were procured by EAC;
ii. Lack of verification of the fares invoiced by ticketing agents

iii. Difference between invoiced and contract amounts on services charged by air

ticketing agents;
iv. Supply of laboratory and IT equipment not supported by delivery notes

Committee Recommendations

The Committee rgcommends to the Assembly to urge the Councit of Ministers to

enst re that Management of EAC:

i. Establisheq cause of variances and takes appropriate action;

ii. Provides eyidence ihowing that the paid for goods were actually received by

the benefi.ciaries.

the Year Ended 30h lune 2017
Page 39

neport of the AssEmlty on the Audited Accounts of the EACfor



2 AUDIT OF'EAC PROJECTS AND PROGRAMMES

2.I EAC PARTNERSHIP FTJND

2.1.1 Low budget performance during the FY 201612017

The Audit Commission reported that there was low budget performance of 30Yo for the
FY 2016/2017 with most of the planned activities not being implemented resulting into
non-achievement of the prcject' set targets and stategic objectives of the Communiry*.

Management cf EAC concurred with the Audit finding and infor"med the Committee
that the major causes to low budget performance was the delays in remittance of funds
by Development Partners and the appointment of the Principal Resource Mobilization
Officer as the Chief-de-Cabine (CdC to SG) and the resignation of the Project
Accountant. Management noted that these factors had contributed to the slow pace of
implementation of activities.

Committee Recommendations

The Commifiee recommends to the Assembly to urge the Councit of Ministers to
ensure that Management of EAC plans for program activities that are manageable
within the context of avaiiabie resources and avoids setting overambitioas targets
which are not in line with SMART principles.

2.1,2 Decreasing trend of Grants released by the Development Partner

The Audit Commission reported that upon review of grants released by the
Development Partners to finance EAC activities for three consecutive years from
201412015 to2016/2017 and the pledges forthe FY 2017118, it revealed a declining
trend from USD 7,427,612 in FY 20l4ll5 to USD 3,275,700 in FY 2015116,TJSD
2,679,378.86 in FY 2016/17 to USD 2,566,414 in FY 2017118.

Management of the EAC agreed with the Audit finding about the decreasing tend of
grants from Development Partners towards the Partnership Fund. However,
Management informed the Committee that they have initiated measures to address the
declining trend including hiring a Fund Manager and a Project Accountant as vrell as
convening a donor's conference to rebuild back donor confidence among other
measures.

Management further informed the Committee that they have recruited a Principal
Mobilization Officer to fill the vacant position such that robust resource mobilization
can be undertaken.
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Committee

i. Insuff,rcient
timely
manner.

ii. The decrease
failure to com

of contributions limits the community from fully and

of its activities and programs in an efficient and effective

[n
Plv

theremittanceofgrantsbyDevelopmentPartnerswasdueto
with donors' requirements in the earlier FYs'

Committee Recoilmendations

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

ensure that the Management of EAC:

i. continues tg engage wtth the Development Partners such that they honor their

pledges;
ii. Adheres ti commitments signed in the Jinancing agreements with

D ev el o PmerLt P ar tn er s ;
iii. Explores olher avenues for resource mobiliZation of funds by soliciting for

otier donots to ioin the fundtng EAC programs;

2.1.3 .Irregular provision of benefits to a temporary staff

The Audit Commilsion reported that its review of the contracts signed between EAC

Management and ,il-1.".[6ral staff of op"n Health Initiative Programme for a period

of g month, *irtg tom l.t April to 3lst December 2016 rcvealed that the payment of

gratuities to one staff was not included'

Despite this, on nd February 2017, nearlY two months after the expiration of these

contracts, the
approved the

Deputy Secretary General in charge of Finance and Administration,

addressed to her by the Budget Officer and Acting Project Fund

accountiurt, to graillqy to these staff.

Audit further that on 2nd June 2o16,the donor (NORAD) inquired from the EAC

Deputy Secretary whether this exPenditure was in line with the emPloYmer$

contract and
employment

there was a legal basis for including the gratuity in the

On lOth Decem 2016 (three weeks before the exPiration of the signed contracts) all

existing contracts f these staffwhich had no provision for gratuity were withdrawnand

replaced by having a provision for payment of gratuitY . There was no evidence

that at the time ( modification of the contents of the contracts ), any comPlaints had

been lodged bY to justify the amendments in the contracts'

On 28th April 20 7 payment of USD 51,804 in resPect of gratuitY to these staff was

effected contrarY Regulation 103 (1) of the EAC Staff Rules and Regulation22 of

the EAC Staff and Regulations Pua (2) (e).

the Year Ended 3P June 2017
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Management of EAC informed the Committee that project staff are on difflerent terrns
and conditions depending on the financing agreement between the EAC and the donor
and sought a No objection from the donor before the payments were made, which was
granted. Project Staff are not bound Qy the EAC StaffRules and Regulations.

Committee Observations

i. Noncompliance with EAC Staff Rules and Regulations of granting gratuity to
temporal staff;

ii. Mismanagement and loss of funds which would have been used to carry out other
activities for the general interest of the Community;

iii. The payments were fraudulently and suspiciously done outside the EAC Rules
and Regulations;

iv. The fact that the contacts were changed during their duration casts doubt on
their genuineness. Indeed after the Management's explanation, it was clear that
it was the negligence of the Secretariat during the negotiation process of the
contracts and its failure to clear ihis audit query even when they had the relevant
documents to do so.

v. EAC Secretariat was negligent during the Audit process as they did not provide
the necessary documents to the Audit Commission.

Committee R ecommentiations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensure thot:

i. Management of EAC strictly adheres to the EAC Staff Rules and R.egulations
on payment of temporal staff;

ii. EAC Secretariat should be brought to order.

2.1.4 Unsupported expenditure and balances in linancial statements

The Audit Commission reported that financial statements included inthe salaries, wages
and other employee benefits amounting to USD 1,050 was paid for overtime but did not
have any supporting documents in respect of that expenditure. Another anomaly
indicated payables amounting to USD 323,227 which were included in the balance in
the EAC Secretariat Current account but which did not have any supporting documents.

Management of EAC concurred with the Audit finding and reported that at the time of
the Audit, the documents hadn't been submitted for verification.

Committee Observations

Balances and expenditure not supported by verifiable documents casts doubt
on their validiqv genuineness for inclusion in the financial statements;
Relevant documents were not submitted to the Audit Commission for
verification.

11.
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Committee Recommendations

The CommiXee relommends to the Assembly to urge the Council of Ministers to

ensure that Managgment of EAC always prepares necessary documents in time and

avails them to the Commission in-ordei to enhance transparency and good

governance.

2.1.5 Long outstqnding balances in payable

The Audit commission reported the presence T th" financial statements of a long

outstanding payabte of USD 1,898 owed to a former project staff member named

Brenda Mugambi, Bnd USD 19,950 as deferred private sector conkibution which was

outstanding in 2016 (as per ihe trial balancef- Audit was not provided with any

supporting documsnts to 
"irfom 

whether this was a genuine payable such that it could

assess how long it had been overdue'

Committee Obseryations

i. There was a risk
settled;

of reporting payables that were not genuine or which could

have been
ii. Not settling payables in due time impacts on EAC's rePutation.

Co mmittee Reco+ mendations

The Committee rbcommends to the Assembly to urge the Council of Ministers to

;;;";;';;:;";;;; +""agement of EAC ,"*rirr", thi pavabtes bv confirming from

creditors so as to ilear its accounting records'

2.1.6 Long outsdanding Account receivables

The Audit commlssion reported that a review of the Accounts receivables indicated a

a"f rrr*.rulO +00,731 outstanding as at 30 June 2017 . The balance related to various

;;rilffi;;;j"" the parrnership iund and its various stakeholders including EAc,

inter organs, staff]of the project and VAT claimables'

Management of EAC informed the committee that it has re-examined the Accounts

receivables with d view of addressing the gaps that were highligh-fd by lhe 
Audit and

;;;ili;p*r*drfre outstanding accounts receivables to Cotrncit for write off'

Committee Obsdrvations

i. Non-recovery of receivables indicates lack of follow up by EAC Finarrcs

Departmerlt;
ii. The recovbry of the above receivables is likely to be futile since some of the

nroiects hdve since closed operations;

iii. ffi;;"i./"bles which have been ouistanding for long may not be refirnded by

TRA as thpX maV have exPired'

the Year Ended 30h June 2017
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Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensure that the Management of EAC reviews all receivables, recovers the ones that
are tecoverable and considers writing off the ones that are not likely to be recovered.

2.1.7 Failure to comply with EAC Financial Rules and Regulations in the
procurement

The euciit Commission reported that upon review of the contract which was signed
between EAC and a consultant Michael Gitau Gituanja, a Statistics Expert, it discovered
that the contract was signed on 16ft September 2016 after the actual start of supply of
services had already started. Paragrapl0.l of this contract states that it was signed for a
period of 4 months starting from l't March 2016 which shows that it was signed long
after it was already expired.

Audit further observed that the same Consultant was also issued with another contract
for a period of 12 months starting from 1't July 2015 to 30ft June 2016 which was
however signed on 13ft December 2016, six months after the completion of the
assignment.

l\,{anasement of F.AC aoreed rxith the Arrdit findino anrl infnrrnerl +he maefincr fhqf the- --'----o------
two Consultants were hired to provide Technical support to EAC inthe area of Financial
Statistics in relation to the Monetary Union integration pillar.

Committee Observations

i. Acquir-iug seruices fi'our a Consultant with whom there is no signed contract
specifring terms and conditions may lead to fictitious payments or undue
litigations in case there are misunderstandings;

ii. Without a signed contract there is no room for assessment of the performance of
the Consultant without specifications of what was expected from him;

iii. Acquiring services in this manner could lead to fraudulent transactions with third
parties.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensure that Management of EAC exercises dae care in the procurernent of services
fronn consuhants by aChering to EAC Finsncia! Rules end Regulstions and
p r o c ur ement pr o ce dures.

2.1.8 Weaknesses in the management of EAC - PF fixed assets

The Audit Commission reoorted weaknesses in the management of the fixed assets
register such as failure by the EAC - PF to maintain an asset register that records assets
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at its disposal, and $tr*" by the EAC to codiff its assets contrary to Article 98 (2) and

Regulation 97 of thg Financial Rules and Regulations.

Committee Observations

i. Theft or loss of assets may be hardly detected in absence of an assets register;

ii. There is a ris[< of misappropriation or misuse of the assets unless there is a stong

asset control mechanism;
iii. Monitoring +"d serviceability of the assets is likely to prove difficult in absence

ofa fixed assets register.

Committee Recommendations

The Committee to the Assembly to urge the Council of Ministers to

ensure thal the PF Management maintains a Fixed Assets Register as required

by thefinancial ES and regulations. In addition, EAC Management should ensure

that assets are as required by the Financial Rules and Regulations'

pliance with EAC Staff Rules and Regulations and unfair treatment2.1.9 Noncom
of staff.

The Audit slon reported that when it reviewed the operations of the Open

Health Pro under the PF project was being implemented, it noted that although

staff were being ted on short-term contracts, theY were paid other allowances and

addition to basic salary However, this was not the case

on short-term contracts particularly for the Period of 9th

January to lst July
and Regulations.

2017, contrary to Regulation22.2 (c, d&e) of the EAC StaffRules

Committee Obseriations

Inconsistency in layment of allowances and benefits amounts to discrimination and

unfair labor practiCes.

Committee Recohmen dations

The Committee recommeruds to the Assembly to urge the Council of Ministers to

ensure that Manqgement of EAC adheres to EAC Staff Rules and Regulations on

recruitment of stqfr b ensire consistency and fairness in rewarding staff across all

the DAC proiects.

2.2EACREGIO\.IALMULTI-SECTORALHIV-ATDSPROGRAMME

The Audit slon reported that EAC on25h November 2016, it signed a contract

with an external tor, PricewaterhouseCooPers for an amount of USD 18,000 forthe

audit of the EAC Project for a period of fifteen (15) months from l't JulY

2015 to 30n ber2016.This was contrary to Article 1 34 of the EAC TreatY which

Ended 30h fune 2017
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mandates the Audit Commission to veriff that any cont'ibutions received or revenue
collected by the Community is allocated and distributed-in_accordancewith the Treaty.

Management of EAC informed the Committee that the decision was taken in
consultation with the Audit commission in regard to the audit of the project.

Committee Observations

Expenses in the recruitment of an External Auditor could have been avoided if
Management of EAC had used the Audit Commission to conduct the exercise.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensure that Management of EAC complies with EAC Financial Rules and
Re g ulatio ns on exp e n ditur es.

2.3 E AC RAILWAY ENIIANCEMET PROJECT

2.3.1 Irregularities in the consultancy contract for Railway Expert

The Audit Commission reported that EAC incurred a project expenditure on a railway
consultancy of USD 108,000. The Audit Commission's review of supporting
documents showed that the consultant had been engaged for a perio d of 24 months
which had expired on 3l't March 2016. Audit observed that it was, not clear why the
consultant was allowed to offer service withorrt a contract. Furthermore, the.re was no
evidence to support the nature of the tasks performed or deliverables achieved by the
consultant during the period to which the expenditure related.

Management of EAC informed the Commiuee that in anticipation of the expiry of the
contract of the Railways Technical Advisor and in view of outstanding activities still to
be carried out, the Secretariat requested the Sectoral Council on TCM to approve the
extension of contract for a further 12 months. The Sectoral Council on TCM, as the
policy organ responsible, approved the extension.

Committee Observations

i. The expenditure incurred on the Consultant was void and irregular since it was
incurred without a v alid, contract;

ii. The Community did not receive value for money from the engagement.

Committee Recommendations

The Committee recommends to the A-s-sem.bly to urge the Council of Ministers to
ensure that the Management of EAC recovers any payments made to the Consultant
without a valid contract.
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2.4 EAC
REGION

FE{ANCIAL SECTOR
AI4TZATION PROJECT

DEVELOPMENT AND

2.4.1 Disbursemelt not effected by the donor

The Audit Commisdion reported that EAC signed an additional furancing agreement for

a grant worth USD 10,500,000 to support the project ttrat was signed on 1 I November

Z016 effective fromr 15 February 2017 to 30th September 2019.

Audit reported that from the effective date of 15tr February 2017 ttp t9 the end of the

financiaf year 30 J g/1rc2017, there was no deposit made to the Designated Account @A)

and as a iesult, no flanned activities were actually implemented.

Management of EAC informed the Committee that they had reviewed the work plans

and erisured that thd activities are undertaken within the remaining period. Management

has fi1ther attemptdd to enswe that the three year work plan was adjusted to ensure that

all activities are resbheduled accordingly.

Committee Obseryations

planned activities were not executed and could negatively affect the overall

performance of the project.

Committee Recom mendations

The Committee racommends to the Assembly to urge the Council of Ministers to

ensure that Mana$ement of EAC:

i. (htdertak"r',dis"urrions with the donor and takes necessory actions to ensure

that planne:/ activities are execated within the remaining time frame of the

project;
ii. -Disbursemlnts 

are done timely iru order to avoid delays in the implementation

of the projept.

2.4.2 Under or oVer absorption of FSDR Project budget

The Audit commi$sion reported that a financing agreement for grant No. H6410 meant

to support the FSDRP *ortt usD 16,000 was signed on 14ft February 2011 between

EAC ancl International Development Association (IDA) with an effective date of 20ft

.Iune 2011 and rfos*" Jate ofiOft Septemb er 201'6 that was then extended up to 30n

November 2016.

When Audit exur.rJn"d the project, it noted the following weaknesses:

D Over or under absorption noted on different components for the grant No H6410;

ii; u.ra"r budlet absorption during the year ended 30th June 2017
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Management of EAC concurred with the Audil finding and informed the Commlttee
that a close monitoring by the Projeef ManagemenJ and the World Bank is in place to
ensure that the project objectives are achieved. Monthly reports are prepared and
reviewed by Management before they are sent to the World Bank. Additionally, video
conference meetings are held as and when required and half year missions are also made
by the Bank to ensure that the project activities are being undertaken as planned.

Committee Observations

i. Under absorption of the planned budget for the three main components of the
project is an rndicator that the main objcctive of the project were not fully attained.

ii. The over absorption under the component of Capacity Building implies that
unplanned activities were executed, thus overall absorption negatively affected.

iii. The budget lines for which funds were allocated were not used as planned and the
associated objectives were partially attained. This was an indicator of inadequate
planning at the time of preparing the budget.

Committee Recommen dations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensure that the Management of EAC:

i. Enforces sound project monitoring and monagement mechanisms to ensure
that fands received from donors are utilized as planned so as to achieve the
intended objectives;

ii. Follow ups and monitoring be enhanced during budget execution and review
processes to ensure theft the budget is appropriately executed.

2.4.3 Ineligible expenditure not refunded to the donor USD 63,000

The Audit Commission reported that the review carried out in June 2017 by a team from
the donor showed that amounts paid to three consultants totaling to USD 63,000 were
ineligible as there were no activities planned for these positions. This was contrary to
Section 7.5.4 of FSDRP Operational Manual 2014.

Despite the agreed refund between the EAC and the donor, the Audit Commission noted

that up to November 2017, USD 63,000 paid for ineligible expenditure had not been
refunded to the donor.

Co mmittee observations

Failure to refund the amount paid for ineligible expenditure was a non-compliance with
the donor funding agreement; which in future could negatively impact collaboration
befween EaC and the cionor.
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Committee Recompendations

The Committee retommends
ensure that the Mahagement

Management of EAC concurred with the

that it had engaged the vendor and addres

the contract. Discussions were held with
addendum was invoked and the remaining

i. Takes due diligence to ensure that donor funds are used for the planned

activities;
tt. Recovers thefunds so that they are promptly spent on EAC planned activities'

2.4,4 Irregularitibs noted in the management of contract for the supply and

installation of Smart Order Router, Central Depository System Interface'

and Messading Platform for Securities

The Audit CommiSsion reported that a contract was signed on 3'd November 2014

between EAC and Infotech Private Ltd for the supply and installation of a smart Order

Router, Central Depository System Interface, and M"ssuging Platfot*-fo1 Sectrities

totaling USD 2,39S,f gO (USfi !,944,723 for contract execution and USD 451,057 for

3 years recurrent e*Penses).

Audit noted that
to 29h February

the
2016. Audit noted that, the

contract was exPected to end on29e April 2015 but was extended

implementation of the project stopped after

the delivery and software licenses but without reaching the stage of Testing

and Go Live. the contract provided that 30Yo of the entire contract was to be

paid upon of User Acceptance Testing and l\Yo of the entire confract

amount upon Go Ilowever, as at November 2017 , 600/o of the contract amount

equivalent to !,L66,473.80 had alreadY been Paid to the supplier. In addition, the

project had dela for over 21 months as at the time of the Audit

to the Assembly to urge the Council of Ministers to

of EAC:

Audit finding and informed the Committee

sed the issue which led to the conclusion of
the vendor which ensured that the conhact

two deliverables concluded.

Committee Obselvations

Delayed completidn of the contract affected the effective and efficient functioning of

the project.

Committee Recommen dations

The Committee to the AssemblY urges the Council of Ministers to ensure

that ofEAC liaises with all the concerned stakeholders to ensure that

in future implemented within the agreed timelines'are
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2.5 EAC . USAID ASSISTAN'CE FOR COMPREIMNSIVE REGIONAL
DEVELOPMENT PROGRAMME

2.5.1 Low Budget absorption

The Audit Commission reported that re.iiew ofthe project budget performance revealed
that the trend of low budget absorption had continued. During the year under review, it
was observed that out ofthe total budget of USD 5,431,945; only USD 1,951, l5g (36%)
had been ulilized lea-ring an ,mspent balance of USD 3,4ga,79g {G4%). The budget
absorption had decreased from 42% :'rr-the previous FY to 36% :rr.the FY under audit.

Management of EAC informed the Committee that low budget absorption was as a
result of understaffing existing at the project and the difflerences in fiscal years between
EAC and USAID which makes budget preparation on their part challenging.

Committee Observations

There may be poor budget formulation procedwes in use leading to unrealistic budgets.

Committee recommendations

The Committee recommends to the Assembly urges the EAC Munagennent to adopt
well-coordinated budget formulation mechanisms that will ensure that budgeted
activities can be realisticaliy and fficiently implemented within the available
resource envelope.

2.6 EAC AF'RICAN
PROJECT

PEACE SIIPPORT ARCIIITECTURE (APSA)

2.6.1 Planned project activities not implemented

The Audit Commission reported that upon review of the budget performance report, it
showed that APSA Project budget was USD 2,901,596 with overall budget performance
standing at only 18%. During the FY 2016/17, the project staff salaries had been
borrowed from the Secretariat of which as at 30th l urrre 2017, the Secretariat was owed
USD 549,180 by the project. As at the time of the audit in November 2017, this amount
had not been received from the African Union leading to the development budget not
being implemented.

Committee Observations

Unimplemented activities indicate non-achievement of the projects' objectives and
imply a delay in service delivery.
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Committee

The Committee
ensure that
ensure that

The Audit
creditors'
2017 had

ation

to the Assembly to urge the Council'of Ministers to

ofEAC is advised to review and harmonize strategies to

activities are implemented as planrtedfor the parpose of setvice

delivery to the African population that the Community serves.

2.6.2 Delay in paf,ment of creditors

reported that a review of APSA Proj ect financial statements and

payables revealed that the creditors ' ledger as at 30e June,

payables totaling to USD 63,855 which had not been Paid

for more that29 months.

Committee Obseri,ations

Delay in payment pf creditors may lead to litigation and disruption of APSA project

activities and could result into urrnecessary penalties.

Co mmittee Recommendations

The Committee relcommends to the Assembly to urge the Council of Ministers to

ensure that Mana$ement of EAC encleavors to pay credttors on time as per Financial

Rules and Regulatirnt oi payables by identifying and analyzing all outstanding

creditors for paympnt or write off.

2.7 EAC MED CINE REGULATION HARMOMSATION (I\[RII) PROJECT

2.7.1 Non-adheronce to cut-off policy

The Audit Commission reported that when it reviewed the MRH Project, the records

indicated that cut<ffs hai not been observed as some transactions relating to the

preceding year wdre recorded in the current accounting period. This sftuation was

observed with 41 assets worth USD 12,800 that were bought in July 2017 butrecorded

in the current perigd. Also, USD 15,104 had been recognized as payable in respect to

this transaction. Tlpis was contrary to Section 1.12.4 of the EAC Financial Procedures

Manual 2013.

Committee Recommendations

The Commtttee rdcommends to the Assembly to urge the Council of Ministers to

ensure that Management of EAC is directed to record each transaction in the

respective nrrouodng pertid so as to comply with the organization policies and

ac c o unting g u ide lin e s -

3dt' June 2017
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2.7.2 Expenditure withoirt a Contract with the Supplier

The Audit Commission reported during the period under review, Audit reported that
payments worth USD 48,327 were made to different internet service providers. These
payments were made for internet services that were provided to public institutions in
Partner States namely Zaruibar Food, Drug and cosmetic Board (ZFDB), Tanzania
Food and Drugs Authority (TFDA), and National Drug Authority (NDA). The
payments were irregular since there were no contracts between MRFI/EAC and the EAC
o-.1 rrritl" +L^.o a-n'riJo-.qlu vvllrt uavDw l/rvYluvlJ.

Committee Observations

Given the fact that MRH had no contract with the service providers, these transactions
could create legal complications in case of noncompliance.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensure that Management of EAC enters into contracts with service providers or
designs avenues of meeting sach expenditure.

2.7,3 Irregular Appointment of Staff

The Audit Commission reported that upon review of personnel files, it revealed that
some staffs were appointed as short term stafffor MRHProject contrary to the provision
of Staff Rules and Regulations.

Committee Observations

The appointment of staffs was irregular since it was not in line withthe EAC StaffRules
and Regulations.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensure that Management of EAC designs proper and transparent guideltnes on
recruitment of project staff with approval by the appropriate authortty.

2.7 "4 Inadequately Supported Education Allowance

The Ar"rdit Commission reported that on review of the respective staffallowances paid,

it was revealed that USD 40,500 that was paid for education aliowance lacked
supporting documents that are mandatory for the payment of such allowances. In
addition, a voucher for USD 3,500 with respect to the allowance was not presented for
audit despite several efforts to remind Management on the matter. This is contrary to
Reguiation 40(4) oithe E.irC StaffRuies an<i Reguiations.
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Committee tions

The Committee
ensure that Man ofEAC shoaldfollows uP and

documentary is produced by the beneJiciarY emPloYees"

2.8 EAC PA
PROJECT

SETTLEMENT SYSTEMS INTERGRATION

to the AssemblY to urge the Council of Ministers to

recovers the amount unless

2.8.I RE\rTEW OF BUDGET PERFORMANCE

2.8.L.lUnder AbsJrption of Budgeted Project Funds

The Audit commi$sion reported that review of the budget performance of the EAC -

pSSIp revealed that there was under performance of the budget in the year under audit

"orrtu.y 
to Regulation 30 of EAC Financial Rules and Regulationz0l2'

Managemen t of EAC informed the Committee that the project followed both the EAC

and ADB rules and procedures that required Prior No Objection / approval by the Bank

to proceed with activity. However during that period under review, a number of

activities did not ve the No Objection from the Bank desPite numerous escalations

and reminders to and as aresult anumber of activities were not cleared' However

a meeting later with the Bank and EAC had addressed the delays

Committee Obseryations

Underperformarrcd of the budget means that the activities that were planned for in the

year were not imPlemented.

Committee

The Committee to the AssemblY to arge the Council of Ministers to

ensure that of EAC takes necessarY stePs tofulty imPlement the budget

and hence offer e intended services to the Community'

2.8.2 REVTEW pF PAYABLES

2.8.2.lLong payables to suPPliers

The Audit reported that review of the Financial Statements of the project

revealed that92 ofthe figure ofPaYables (USD 98,167) was amount brought tbrward

from FY 2015120 6. This means that the amount had been outstanding longer than the

policy on Pa permits contrary to ParagraPh a.a.4 @) of the EAC Financial

Procedures 20t3.

the Year Ended 30h fune 2017
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Committee Observations

Delayed settlement of creditors could lead to ururecessaiy litigations with related costs
and expenses.

Committee Recommendations

The Committee recommends to the assembly to urge the Council of ministers to
ensure that Management of EAC makes timely payment of creditors to avoid
unnecessary iitigations and loss of conJidence and credibility with suppliers.

2.9 EAC MARTTIME SECURITY (MASE) PROJECT

2.9.1 Undisclosed transactions in the EAC-MASE Project Financial Statements

The Audit Commission reported that review of the statements of Financial Performance
revealed that Management of EAC-MASE Project did not record the advance
disbursement from the Development Partner amounting to € 638,115 in the Financial
Statements of the project contrary to Regulation 106 (1) of EAC Rules and Regulations
2012.

Management of EAC - MASE responded that they did not violate this provision since
the whole amount was recognized in FY 2016/17. They stressed that -OSD 703,324
which was indicated alongside the comparable figures of 2015/2016, was the amoturt
disclosed.

Committee Observations

Non-disclosure of grant received in the project financial statements led to unfair
disclosures in the EAC Financial Statements.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensure that Management of EAC:

i. Record the grants as they are received in their jinancial records;
ii. Is directed to adjust the unrecorded /igures in the EAC Financial Statements.

2.10 EAC REGIONAL ELECTORAL SUPPORT PROGRAMME (RESP)

2.10.1 Planned activities not implemented

The Audit Commission reported that whereas the RESP had budgeted to spend a total
of USD 7,319,494.65 during the FY 2016117, it only spent USD 266,066 and some of
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the critical activitiei in the project like conducting a training workshop of eminent

p"rror6 and holdingiof a sector iidng.r" with youth were never implemented'

Management of EA! reported that the activities had been re-allocated to take care of

ilre g;unai Dialogrle budget whose EU Rider was signed midway the FY'

Committee Obserlations

Failure to activities according to plan could lead to inability to achieve the

objectives of the and unnecessary diversion of funds

Committee Recom,mendations

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

ensure that Management of EAC ts direcUd tu devise strategies to ensute that all

planned activitiesire nt ayt implemented within the set timelines'

2.II EAC AFRICAN CAPACITY BUILDING
SUPPORT TO RXSEARCII PROJECT

2.ll.l Failure to utilize the USD I million Grant

The Audit sion reported that a review of the grant agreement which came into

effect on 14m S 2015 andwhose implementation was supposed to have started

when the project an initial advance of USD 150,000 in Novembet 2015,

revealed the

Audited Accounts of the EACfor the Year Ended iFh June 2017

FOTTNDATION (ACBF)

i. Project implpmentation started in March 2Ol7 on recruitment of four staff

members.
ii. out of the approved budget for May & June 2017 of usD 306,928, only USD

Lgg,O2z hadbLen expensed as at 30ft lune 2017 '

iii. Out of ttre total .*p*Oit*e of USD 189,022, a sum of USD 122'323 (65%)was

used on employee benefits leaving only USD 66,618 equivalent to 36Yo for

execution of project activities.

Committee Obsefvations

a) There's a high likelihood that half of the glant usD 500,000 may not be absorbed

by the projebt hence the Communify miy lose the benefits which should have

acutued fiom the gr:arfl

b) ffi;;lri.it o'n the parr of the EAc Secretariat in imprementing the project.

;i iil;tj""ffi of setting up a tully fi.rnctional research unit may never be realized'
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Committee Recommendations

The Committee recommendsio the Assembly'to urge the Council ofiMinit"r, to direct
Management of EAC to devise strategies to ensure that the research unit remains

functional and vibrant.

2.I2 EAC BUJUMBT'RA _ KIGALI PIPELINE PROJECT

The Audit Commissidn reported that EAC entered into an agreement with the African
Development Bank (as administrator of NEPAD-Infrastructure Project Preparation
Facility) on 17e August 20t6 for a grant to procure consultancy services to carry out a

feasibility study for an oil products pipeline from Kigali to Bujumbura. The bank agreed
to provide an amount not exceeding USD 601,281. The consultant was to be paid
directly by the bank while preparatory meetings and workshops were to be paid through
a special account opened by EAC. The approved amount for preparatory meetings and
workshops was USD 92,550.

The Audit Commission made the following observations with respect to the project:

a. Unrealistic Budget

The approved budget for the FY 201612017 in respect to the project had provided for
workshops to approve a feasibility report with a total budget of USD 100,250 which
was way above the approved amount by the Bank of USD 92,550 by USD 7,700. The
basis of the budget was therefore in doubt.

Management of EAC acknowledged the Audit observation and responded that the USD
7,700 was an oversight.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to direct
Management of EAC to ensure that the budget process is well coordinated to avoid
ov e r -b ud g etin g fo r activ itie s.

b. Delayed Project Implementation

The Grant Agreement became effective on 17th August 2016 and the project was

expected to start in April 2017 and end on 31't December 2018. Audit however noted

that there was a prolonged delay in implementation of the activities being more than
one year since the agreement was signed. Audit fi.irther noted that at the time of the

audit in November 2017, the procurement process for the consultant had not been

finaiizeci more than two years since the procurement process was initiated. Tiris deiayed

the holding of workshops yet the project had received USD 51,150 to facilitate the

process.
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Management of responded that the project delayed in terms of imPlementation

due to a number of including delayed responses between EAC and AfDB; and a

long procurement Process that required a no objection at every stage before going

forward which made the Practical

Committee Observations

imp lementation ineffective.

The Committee obqerved that delayed implementation of project activities implies that

the project detiveraqbles were not achieved as desired'

Committee Recom mendations

The Committee to the AssemblY to urge the Council ofMinisters to direct

Management of C to properly plan proiect implementation to ensure timelY

execution of

2.I3 EAC ROAD TIIF'RASTUCTT]RE PROJECT

2.l3.l,Weaknessqs noted in management of income

The Audit Comrrtission reported that upon review of the Minutes of 12ft to 16e

December ,21l6,it discoverld that the Stelring Committee had agreed on the following

apportionment oithe logistics costs for each Partner State; Kenya atdTaruania were to

puy USO 50,000 each, i"frit" Burundi, Uganda, Rwanda and South Sudan were to pay

USD 30,000 Per anntrm.

Audit however rtroted weaknesses in compliance with the Steering Committee's

decisions. Review of income of Road Lnfrastructure Project from the Partner States for

the year ended 3e/06/ZOt7 regarding logistics costs revealed that only two countries

had contributed USD 60,000 La otfi.t Fartner States had failed to contribute a total

sum of us$ 190,000. Further, there were no reasons given for the non-remittances of

contributions frorn the other Parhrer States'

Furthermore, when Audit reviewed the unremitted contribution of income for Road

Infrastructure pro,iect from the partner States for the year ended 3010612017 regarding

logistics costs, it rloted that USD 190,000 that was not paid by the Parbrer States for the

year under revieW was not recognized as receivables i[the books of accounts at the end

ofyear.

Management ot q1e EAC informed the Committee that the logistics budget was set up

to assist in the groject management of road studies and the regional road netwolk

development, It $;d that initially most multinational projects ryt-t-" 
between Kenya

and Tanzania but since 2}t4,projects with Rwanda, Burundi and Uganda have been

brought on boardr It was, therefore, agreed II-2Ol3,that the three Parher States should

also contribute tO the budget. However, the response from the three countries was

fositive and they have repJatedry demanded for justification for the contributions yet

the Year Ended 30h June 2017
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they had participated in the formulation of the project. Despite the EAC clarifications,
there has been no improvement

Management further reported that it continues to send debit notes and reminders for
remittance of the funds. Indications are that Burundi is ready to pay, Uganda has been
presented with a new set of documents to support the debit notes and response is awaited
from Rwanda

Committee Observations

i. Failure to comply with the agreed decisions resulted into EAC's failure to
achieve targeted goals and objectives;

ii. The amount reported as receivable was misstated hence financial statements

were not fairly presented.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensure that EAC Management:

i. Fast-tracks the process of remittance of contributions from Partner States;
ii. Recognizes all receivables that are outstanding at the end of the year to

enhunce proper presentatton of books of accounts.
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2.74 EAC REINFORCING VETERIN,A*RY GOVERNANCE IN AFRICA
PROJECT

The Audit Commission reported that in lune 2012, the EAC entered into a Partnership

Agreement with the African Union Comrnission Inter-African Bureau tbr Animal
Resources (AU-IBAR) to support Action on reinforcing Veterinary Governance in
Africa. The agreement came into force on 9 July 2012 and was expected to run for 5i
months up to 19e December 2016.

The Audit Commission made the following observations with respect to the project

i. Poor planning and budgeting;
ii. Unsupported transactions. An amount of USD 117,000 was alleged to have been

transferred to AU-IBAR on 4th November 2016. However, the original
supporting documents were not provided for audit review.

Maoagement of EAC informed the Committee that the grant agreement stipulated that

original copies are a properfy of AU-IBAR in Nairobi. IBAR made certified copies of
the original documents and a receipt acknowledging receipt of USD 116,949 from the

Project Headquarters on 21't January 2018. Audit Commission however did not review

the documents as they had concluded their audit.



Committee

As a result,
supervision

procured
of EAC

funds were not used for the intended purposes and without the

Munug"*.nt, leading to failure of the project to achieve its

intended objectives.

Committee Recommendations

The committee recQmmends to the Assembly to urge the council of Ministers to:

i. tnurrtig;b-r"ii, iu"t and produi, o ,rport to the Assembly within three

contracts with donors follow the EAC Financial Rules and
ll.

months;
Ensure

iii. Ensure of EAC's timely provision of documents to the Audit

2.I5 EAC - GOVr,nnmmNr OF CHINA SUPPORT

2.15.1DelaY in t of Creditors

The Audit reported that when it reviewed the creditors' balance as at 30h

June 2017, it a total of USD 97,171 that had not Yet been settled using the fund

from Govemment China suPPort for a Period beyond 90 daYs.

Government of

Committee O tions

i. DelaYs in payment of creditors impacts negatively on the reputation of the

and could lead to litigation against EAC'

ii. The of long outstandin g PaYables casts doubt as to the genuineness of

EAC ties.
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Management
with a grant from
Council directives
more than the
budget
and pay for the

air tickets were Paid after
Managernent informed the Committee that the Pending

year end bY the from EAC Secretariat' The total amount of USD 41,971.60 was

paid Travel ltd and a balance of USD 36,963 PaYable was later Paid to
to

receiving the remaining grant from
UTB (2004) in Novembet 2017 after



Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensure that Management of EAC:

i. Endeavors to pay creditors on time;
ii. Is advised to analyze the genuineness of all long outstanding creditors and take

necessary action.

2.16 REGIONAL CENTER OF EXCELLENCE FOR TIEALTII ST'PPLY
CHAIN MANAGEMENT PROECT (ICIY)

2,16.1 Planned project activities not implemented

The Audit Commission reported that a review of the budget performance report showed
that the budget of the Regional Centre of Excellence for Health Supply Chain
Management Project was USD 747,997. Out of the total budget USD 20,230 was to be

spent on staffcosts while USD 127,767 was for Steering Committees and recruiting and
retaining staff under EAC Regional Committee. The Audit Commission's analysis
showed that the overall budget performance was only 8Yo out of the total budget. In the
same FY, the Steering Committee and Regional Committee staff recruitment were not
implemented due to umvailability of funds.

Committee Obseruations

Unimplemented activities indicate non-achievement of the projects' objectives for the
year and imply a delay of service delivery.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to direct
Management of EAC to review and harmonize strategies to ensure that the planned
activities whick were not implemented are rolled over to the next Jinancial year in
order to achieve the intended objectives.

2,I7 OSBP NAMANGA SOFT INFRASTRUCTURE PROJECT

2.17.1 Duplication of budgeted activities between projects

The Audit Commission reported that when it reviewed the OSBP Namanga Soft
Infrastructure Project, it observed that the project had some duplicated activities in the

conduct of trainings for customs officials on OSBP procedures.

Com mittee Observo tio.'s

Duplication of activities tantamounts to wasteful use of resources.
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The Audit Commis$ion's review of the funding agleement showed that the funding

period was to * nL* l't July 2015 ;d 
"na 

orirt" December 2015' Audit however

noted that the project had been 
"*,.ta"a 

until 30ft June 2018 but no evidence was

provided to conflrm that the extension was jranted'- The Audit Commission reported a

proronged detay l" ;til1#ffi;;;;i,h; u"ii,iti"' being more than two vears since the

agreement was signed'

Committe" obr"tultions

Committee tions

The Committee to the AssemblY to urge the Council of Ministers to direct

Management of to ensure that the budget Process ts wetl coordinated to avoid

duplication of among Proiects-

2.17.2 DelaY execution

Delayed of project activities implies that the project deliverables could

not be achieved as ired

equipment for surveillance and heavY dutY UnintemrPtible

Power (UPS) to rooms had not been fullY suPPlied and where suPPlied

were not
included workshoPs on adoption of OSBP Procedures and

Services
ofFrcials could not be verified owing to

manual with training of border

Committee Reconmendations

The committee recommends to the Assembly to urry thlcouncil.of Mink|?t to direct

Management of i;A'; ;rop"rty'iii" iriirci i*ptementation to ensure timelv

exe c utto n of act iv itie s'

2.17 .3 Project Implementation weaknesses

The Audit Committee reported the following weaknesses:

1.

ii.

iii.

iv.

lack of suPPorting documents;

AlikelvorlerlapoftheworkdonebyJlcA3ld.thesoftwareinfrastructure
;;;;uv ir,it i*.iect on training of border officials;

EAC Secretariat supply of ICT items ,iJ. rngrectronics amounting to USD i63,

ii]u * T i,6.;l*u J.' ri'r,ich v arie d with s pe c ifi c ati ons and quantities'

Committee

The project risks attaining its intended goals and objectives' and value for money

from the grant

Ended 3Uh June 2017
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Committee Recommendations

The Committee recommends the Assembly to urge the Council of Ministers to ensure
that Management of EAC provides the status of implementation with supporting
documents and enforces supply, installation, insurance and utilization of project
goods andfollows ap on the services not yet supplied or delivered"

2.17.4 Other factors affecting project implementation

The Au<iit Commission's review identilied the following concems affecting the
implementation of this project specifically relating to the construction of the OSBP
building.

i. Non- Intrusive Scanners were not installed;
ii. Server rooms did not have smoke detectors and were not activated hence high

risk ;
iii. Insurance of the OSBP Birildingand equipment was not done;
iv. Evidence of Practical Completion Certificate and Occupational and Safety

Certificate were not provided for audit review.

Connmittee Observations

The project objectives will not be effectively achieved as a result of the above
challenges emanating from the construction contract.

Committee Recommendations

The Committee recommcnds to the,4ssembly to urge the Council of Ministcrs to direct
Management of EAC to liaise with Partner States to address the issues raised and
ensure complete execution of the contract to assure project beneficiaries of efficient
service delivery to enhsnce integrution"

2.17.5 Weaknesses in the procurement of Project Coordinator

a) Irregular procurement of the Project Coordinator
There was no evidence to indicate how the consultants participating in the procurement
process were identified and whether they were approved by the Procurement
Committee, contrary to the EAC Procurement Policies and Manual2016 on supplier
eligibility requirements;

b) Irregular variation in the Consultant's contract
The contract provided that the effective date for assumption of duty was to be not later
than lst March 2017. However records availed to Audit showed that the coordinator
reported on duty on 28ft March 2017 a month after the expry of the reporting date. A
variation of the contract to extenci the reporting ciate to 4th iviay 20i7 was iong after this
reporting date.
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Managem<:nt of C reported that the Consultant was eligible among the slx

consultants by EAC in accordance with the eligibility requirements provided

under Para 1.11 of AfDB Rules. Para. 1.11(d) limits the use of consultants who are

employees of the AgencY unless they have taken unPaid leave before being engaged as

consultants. This not applicable to the Project Manager since he was no longer an

employee of EAC the time of recruitment and the conflict of interest requirements

therefore did not to this individual. Further in accordance with the guidelines, and

the EAC the process was reviewed and a no-objection granted for the

selection process.

Committee Observations

i. Possible with the EAC Procurement PolicY;

ii. There was of interest during the procurement process

ations

ii" Investigate
committed 

'

The committee recommends to the Assembly to urge the council of Mintsters to direct

Management of EAC to:

i. Ensure that t processes are carried out in accordance with EAC

policies and regulations ;
is procurement Process and take appropriate action on those who

irregularities.

c) Overstatement of consultancy expenditure
for the project was USD 19,614

The Audit reported that the exPendiflre

which was paid to consultant. When Audit reviewed the contract between EAC and

the consultant, it that whereas the consultant was to be engaged for a Period of

35 working daYs their duties in Arusha, Audit noted that the consultant

presented an of USD 19, 614 and was in Arusha for onlY 19 days. Hence the

eligible expenses should have been only USD l2,Ol4- Audit therefore reported

Committee

i. Ensure that
ii. Recover all

an

overstatement of by USD 7,600

Committee

The financial did not reflect afak view of the transaction of the entlty'

Committee Recommendations

The Committee totheAssernblytourgetheCouncilofMinisterstodirect
Management of C to:

correct amount payable is reported in theJinancial statemenls;

anduly paid to the Consultant'

the Year Ended 30h June 2017
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PART II: AT]DIT OF EAC ORGANS AND INSTITUTIONS

3.I INT'ORMATION AI\D COMMI]MCATION TECHNOLOGY SYSTEMS

3.1.1 Weaknesses in [T Governance

The following shortcomings were noted in the Information and Communication
Systems Technology IT govemance.

, I 1 I f ^^l- ^a -t-^L^-2^ J:..^-r:^- f^-ffr.frJ.r.t.lLautl. ur sLtattEtu urrtulrull rul l\--1

The Audit Commission reported that EAC had not developed and implemented the IT
Strategic Plan and the Information Systems Business Continuity and Disaster Recovery
Plan as laid out in the Stategic Direction and Management Intent for EAC ICT.

EAC Management however informed the Committee that the EAC ICT Strategic Plan

was being developed and that there is an EAC-wide draft BCP already formulated under

the coordination of Directorate of Human Resources and Administration (I{RA).

Com mittee Observations

i. EAC ICT objectives are not aligned with the mandate of EAC which may result
in wastage of resources, this might result into ICT enabling capabilities not being
fully exploited and ICT risks not being mitigated;

ii. In the advent of disrrrption due to disaster, restoration of systorns to complete
functionalify will be hampered.

Committee Recommen dations

The Committee recommends to the Assembly to urge the Council of Ministets to

ensure that Management of EAC in consaltation with the different stakeholders fost
tracks the development and implementation of the compreherusive IT Strategic and
Business Continuity and Disaster Recovery Plans.

3.l.1.2Absence of ICT Steering Committee

Section 4 of the EAC Corporate ICT policy provides for appointment of an ICT Steering

Committee by the EAC Secretary General (SG) comprising of the DSG responsible for
IT as the chair, heads ofdirectorates and the relevant IT head as the secretary and a co-

opted officer. The duties of the committee are spelt out in Section 5 and include

monitoring and evaluation of the ICT Policy, to facilitate the implementation of ICT
decisions and promote ICT usage at EAC. The Audit Commission's review reveaieci

that the ICT steering committee has not been established.

Management of EAC informed the Committee that the ICT Steering Committee had not

been functional due to the retirement of the Chairman and Secretary and that the

repiacement is undergoing.

Committee Observations
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i. ICT. issues ard not represented at strategic level and therefore there is no support

for the varior.rls ICT initiatives and prografllmes top management'

ii. iCfliru,"gy lr 
"o, 

aligned wittr ttri mandate and objectives of EAC'

Committee Recommenda tions

The Committee to the AssemblY to urge the Council of Ministers to

ensure that immediately constitutes and operalionalizes the ICT

Steering to strategize for ICT investments and steer EAC ICT.

3.1.l.3Review of IT Organisational Structure

a) Low Level Line for ICT Function

The Audit lon noted that the IT firnction was not being run as a cental

responsibility for
underthe Library

IT and the business objectives of EAC' The ICT function is

andthe PrinciPal Information Technolo gY Officer(PITO)

reports to the
level for ICT.
which use the

of Human Resource and Administration. This is a iow reporting

, short-term contract ICT staffreport to the heads of departments

ve system or infrastructure

Lr addition, some of the work load on thc system supportcd by these contract staff is

periodical, like payroll preparations and therefore the officers end up doing non IT

work like clerical there by being totally under-utilized.

Management of C informed the Committee that the ICT Departrnent has submitted

proposed and job descriPtions to build minimum capacities in the Departrnent

for approval and ubsequentlY for imPlementation'

Ended iFh June2017
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b) Inadequate

staffstructure or establishment 2006 Provides for five (5) IT offtcers
The

Director (Information and Communication
in the category as; Assistant

Officer (PITO),
Services) as the
Senior Systems

of department, Principal Information Technolo gY

2 Network Administrators for East Africa Court of Justice

(EACJ) and East Legislative AssemblY (EALA).

The Audit noted that onlY the Positions of PITO and Senior SYstems

Analyst had been Audit frtrther noted that five (5) IT officers have been recruited

on a short term basis to supPort IT sYstems and Network or solutions acquired

under EAC However these Positions are not in the establishment.

Audit also that the officers are handling very critical information for EAC Yet

they are on
SunSystems

contracts. Further, it is not clear whether the contract for the

whose contract was with Trade Mark East Africa (TMEA)

and had expired 3l't Octob er 20L7 , had signed a new contract withEAC. The officer

is still carrying her duties despite the expiry of the contract'



Committee Observations

i. IT may not be receiving adequate support from EAC Management. This may
hinder EAC from leveraging on IT to achieve its mandate;

ii. There can be weak attitude towards knowledge transfer and shadng as the staff
will always want to be relevant so that a contract renewal is granted;

iii. The information availability is threatened in case the contract staff quits;
iv. The confidentiality and integrity of critical i.nformation can be compromised;
v. The staffpotential is not wholly realized.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensure that Management of EAC:

i. Considers reviewing the IT structure to introduce more posittons under the

established staff including the position of Director of ICT;
ii. Awards longer contracts to the short term staff;
iii. Pools IT staff under one leadership for easier mnnagement and alignment to

a common uninterruptible service delivery

3.1.1.4lnadequacies in the IT Policy and Operations

The Audit Commission noted that COBIT 5 Framework recommends that a policy
framework meets stakeholders' needs, covers the end-to-end process (and not only the

IT fi.rnction), and establishes the additional documentation required to ensure that

governance and management goals and activities are achieved'

Audit's review of EAC IT Policy and operations revealed the following weaknesses:

a) EAC IT guidelines and procedures have not been reviewed since 2012;
b) There is no formal policy on User Account Management;

c) Change management is not addressed in the policy and guidelines in EAC.

Changes to systems are done without a structured approval from top managemettl

before being implemented into the operational envirorunent;
d) The corporate ICT policy does not provide for documentation or knowledge

capture for the day to day procedures and operations performed by users ofIT
systems. This creates dependence on individuals and affects succession or staff
backup in case of occurrence of any intemrption;

e) The ICT policy does not provide for ICT risk assessment and management at

EAC;

0 The ICT policy does not include policies on the backup and retention of video

recordings for EAC;
-\ E A r- h.. nn* nrr* i- ^la^o o-.r c-a-ifin ^nlicrr fo hanrlle emeroino technolosie,s.B)E'?\viIa5iiUtPuLiliPLa''6LijJi,vvirivPviLwJ.Vii*iigiv
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Gaps noted in the POlicy may result into ICT breakdown and Management may not be

able to intervene in p timely manner.

Committee RecomEendations

The Committee redommends to the Assembly to urge the Council of Ministers to

ensure that the EAC Secretariat is directed to review the ICT corporate policy to

include provisions lo address the aforementioned gaps' These standards and policies

woald act as the bqseline to monitor existence aid sustenance of security controls

and validate the ,"hiu levels of the service providers'

3.1.2 Level of Automation

In order for EAC sdcretariat to ably render services, it has acquired over l7 IT systems

which are managed by different departments, units and projects' The systems were

acquired in collabotratiln with Development Partners an$ Partner States' Some of these

systems serve dediqated purposes ,p""ifi. to the operations of the unit that controls it

while others ,rrurJ*nl,;,d;ltt 'Th"r" IT systems and seryices require annual

subscription and liCenses and support while othlrs require one off payments made at

acquisition. The mhjor systems are:

i. Infor SunSyptems for financial management system;

ii. Btrdget M""E;;S];"* @MS) ior the pilnning, budgeting and monitoring

purposes;
iii. East Africa Monitoring system @AMS) for monitoring and evaluation purposes;

iv. HP TRIM for records managemenfi

Management of C informed that the ICT Policy will be reviewed in the FY

2017l20tg and as as the ICT Shategic Plan is formulated'

Committee

v. Adlib for management;

vl. for Human resource and payroll management;

vii. Case system;

viii. Election O Management @OM) system for election observation;

ix. Customs Integrated System (CIS) for customs interconnectivitY'

Year Ended 3At' June 2017
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The Auclit Commlssion review of the automation processes in EAC revealed the

fotlowing:

3.1.2.1Non-integrptir-rn of the systems and busincss processes

As a result of laqk of an IT Strategic Plan Tt ft: community, EAC Organs and

Institutions have continued to ac,irrire and maintain IT apptications/solutions

independent of r"H;rh;.; h"rr"" incuring more costs that would have been saved if

the acquisitions wdre centrally done and managed'
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Further, the systems are not integrated to share information between them and also with
extemal critical systems such as banking systems. Infonnation is manually transferred

between systems which may be prone to errors and it is time consuming. For instance,

the interface between Hardcat and Infor SunSystems is one directional, meaning that,

information in SUN for fixed assets differs from that tn Hardcat. The SUN systems is

not interli::,keC to the online ba-n-king system to ease tansactions involving Electronic

Funds Transfer (EFT).

In addition, solutions like TRIM are not shared with other organs and institutions. It is
oniy utiiizeci at the Secretariat <iespite being web based i.e. meaning that it can be

accessed globally and therefore can centrally be managed.

However, Management of EAC informed the Committee that this was being addressed

as part of the ICT Strategic Plan.

Committee Observations

i. Integrity of information is questionable;

ii. Errors, duplication of information and redundancies emanate from the system;

iii. There is wastage of resources as support and infrastructure is spent in many EAC
Organs and Institutions;

iv. Complexities in management of solutions e.g. if one is to apply any upgrade

patch, it has to be done repetitively across the EAC Organs an<i institutions.

Committee Recommendations

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

ensure that:

i. EAC Management is advised to find a mechanism of integrating the systems

such that data is automatically shared across the several systems for
uniformity;

it. Some of the soluttons with standard roles like Sunsystems, Inspiro, and

Hardcat should be centralized to ease managemen\ patching, support costs

and licenses.

3.l.2.2Daplicate modules in system

The Audit Commission reported that some of the systems have similar and duplicated

functions as explained below:

i. Fixed assets management can be cione by SunSystems, Hardcai and

InsptroPeople;
ii. The payroli can be processed by SunSystems and InspiroPeople;

iii. TRIM shares responsibility with the Library Records Database;

iv. Budget Management System can be enhanced with firnctions of EAMS among

others.

Ended 30h ,Iune 2017
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Committee

i. EAC is
duplicate

ii. There is a
sYstems.

tions

of

unnecessary costs for the licensing and maintenance of these

which could be avoided by using one applicatigt' . .

elTorsduetosimilarinformationbeingmaintainedlnvanous

Committee

The Committee to the AssemblY to urge the Coancil of Ministers to direct

diture incurred on duPlicated
Management of EA to consider and evaluate the exPen

roles of the sYstem order to harmonize their functions'

i. Without tracking and recording of the IT investment, Management may

not be in ition to adequatelY assess the return on the IT investments;

ii. When IT s utions are not centrallY there is a risk of duPlication andmanaged,

of the solutions;

iii. Without a IT investments aPProach strateg/, it will be difficult for

to make informed decisions on insurance of the IT infrastructure'

Committee mendations

The Committee to the Assembly to urge the Council of Ministers to

ensure that of EAC:

i. ComPiles a comprehensive IT Investment Strategy for EAC to plan and place

safe on its IT investment;

ii. Controls inv e stments mairut aine d in the IT dePartment;

iii. Secures an cover for its IT infrastructure'

iar Ended 3Ah hne 2017
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3.1.2.3Poor tCT and Investments Management

The financial for the FY 201612017 showed a total investnent of USD

8,277,904 inthe IT assets, comPuter and telecommunication equipment. This

excludes relating to suPPort, maintenance, licensing and training. The IT

fi.rnction did not
and Institutions.

to audit for verification a detailed IT investment for EAC Organs

showed that ICT was not fullY involved in some of the keY

projects. Further, of IT investnents or solutions was by the resPective

departments that them without the IT dePartment's control of the investrnents.

Management of informed the Committee that

policies and are being harmonised to

measures. The Plan is also addressing the gaPs'

Committee

the procurement, financial and ICT

addriss these cross-cutting control



3.l.2.4Lack of Service Level Agreements (SLA)

The Audit Commission reported that technical support and maintenance of EAC ICT
solutions is done by various service providers. Subscriptions and annual licenses
payments are made to the providers of these solutions but Audit was unable to ascertain

whether the systems are operating as per the documented agreements.

Committee Observations

I-ack of SLAs with suppliers mea.ns that flere is no legal and operational framework
within which Management procures for goods and services. Further, goods and services

provided and expenditures made cannot be cross-checked for compliance to standards

and expectations.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensure that Management of EAC adheres to the established rules and regulations of
procuremenl.

3.1.2.5Active Super User Accounts

A Super User Account is a special user account used for system administration with
privilege levels far beyond those of regular user accounts. This account is given to users

that perform peculiar roles cn the system. Because of the inherent risks associated with
suctr- accounts, best practise recommends that such accounts should be granted

temporarily and terminated when the intended purpose is accomplished. Audit however

reported that super user accounts on SunSystems and BMS are still active'

Committee Observations

Having super user privileges that are not controlled exposes the system to breaches in
data integrity as unauthorised changes can be emanated.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council ofMinisters to direct

l)[anagement of EAC to:

i. Ensure that saper user accounts are end dated and whenever granted, the

actions of these users should be logged and reviewed;
ii. Iuionitor actions of the super user accounts.

3.l,2.6Lack of end user needs assessment for IT systems

The Audit Commission noted that user requirements were not captured when acquiring

SunSystems, InspiroPeople, East African Monitoring System CEAMS), Video

Conferencing, TRIM, Adlib, and Case Management System among others. The only

system whose user requirements were captured is BMS.
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Management of EAp informed the Committee that there are user requirements for most

of tfreiystems whicli can be availed, albeit they date back to several years and they were

actually subjected td past audits.

Committee ObserJations

i. Acquirin[ systems without user/ stakeholder(s) involvement causes

chailengds with acceptability and ownership;

ii. Failure tq perform the intended tasks while paying for licenses which are not

utilised id wastage of resources.

Committee

The Committee
ensure that of EAC:

to the Assembly to urge the Council of Ministers to

i. Procures ICT hardware, software, services und sapporting infrastructure in a

manner tha4 is driven by information and 
"o**rnicattons 

technology needs;

ii. Carries out periodic evaluation of the functioning and performance of the

systems to determine dthe intended purpose is re-alized;

iii. iogog", relevant staieholders while acquiring IT systems so that acceptance

and utilization is assured.

3.l.2.7La'ck of and capacitY building

Management of gAC informed the Committee that ICT Department budgets for this

activity every FY but unfortunately this is always dropped during F&A Committee

meetings.

Committee Reconpmendations

The committee rqcommends to the Assembly to urge the council of Ministers to

ensare *ot *torloiu*ri of EAC undertakes regular trainings and refresher

programs to impult skills into staff'

3.1.2.8low user alcceptance of the systems

The SunSystems tas adopted by EAC in 2008. Audit reported !ha! r,rse5 have been

pr"rla"J *itt Virion inter-face tool to ease data extraction since the inbuilt reports are

not user friendly.l;;;;;;;, users still rely on the Systems Administrator for data

exhaction and anallysis. This raises ,or""*' about adoptability and acceptance of the

system by users.

Year Ended 30h lune 2017
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The Audit revealed that EAC Management did not allocate funds for the

training function.
during the period

no in-house trainings or refresher trainings were conducted

the IT solutions. This has resulted into staff not being abie to carry

out their tasks and efflectivelY



A review of the HP TRM usage revealed that users have not embraced this system.

Users receive digitized- infonnation in their aceou*ts-and-"do- not attend -to them,

rendering the entire automation of the document management useless as they prefer

hard copy. Further, TRIM is only used by the Secretariat. Other EAC Organs and

Institutions do not have this solution and yet there is a lot of correspondences.
Furthermore, some of the information that can be digitized and centrally managed like
the Council minutes are not handled by TRIM.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to direct
Management of EAC to ensure that all staff are trained and competent in the use of
IT systems as fr way of smoothening operations and intercornrnunicatioru between

departments.

3.1.2.9Executives are not users of the systems

The Audit Commission reported that Senior Management like the DSGs are not users

of the systems. When reports are required, respective officers are engaged to access

information from the system and avail it to the executives. This creates a disparity in
systems appreciation, authenticity and control of information.

In response, Management of EAC informed this Committee that it was being addressed

as part oithe ICT St'ategic Plan.

Committee Observations

LJnnecessary delays in transaction processing and authorisation as well as the increased

operational costs breeds inefficiency and cripples service delivery.

Committee Recommendations

The Comrnittee recomrmends to tke Assembly to urge the Council of Ministers to
ensure that lVlanagement of EAC:

i. Assesses and evaluates its ICT capac@ and capability to ably utilize and
harness valuefrom its IT portfulio;

ii. Automates the badget verifi,cation process so that control by the badget holders

is enhanced;
iii. Customizes reports for executive users to enable them scrutinize and monitor

performunce of activities in the IT systems.

3.1.3 Control Weaknesses in the IT Applications

The Audit Commission reported the following weaknesses in the control of various IT
Applications in use:

3. 1.3. lInfor SunSystems
This is an accounting system. The following weaknesses were reported:
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11.

iii.
iv.
v.

i. Lack of of duties;
offline;

Offline
Manual

in the SunSystems;
tions;

Redundant by the Budget APProver;
with extemal sYstems;

financial statements directlY;

does not provide the abilitY to segregate the joumal creation

process online

firnctionalitY not enforced in the Payroll Processing;

not information;

not processed in InsPiroPeoPle;

ll prepared in Ms Excel;

vl. System functionalities not utilised such as rrecruitment module'

appraisal medical inswance, training function, time and attendance

module, not rurudng, items assigned to staff not captured, the audit trail

Requisitions

3.l.3.2tnsPiroPeoPle
The InspiroPeople^solution is used for the human resource management role and the

payroll management. The following weaknesses were noted in the system:

vi. Lack of
vii. InabilitY to
viii. Further, the

and

i. Reconciliati
ii. The sYstem
iii. Codes for
iv. GraturtY
v. Projects

provide emPloYee history
are not caPtured;

3.1.3.3llardcat
This is an assets

i. Uncoded
ii. Incorrect

rr+anagement system. The following weaknesses were reported:

adsets captured
adsets assigned to Staff

3.l.3.4Budget Minagement SYstem

The BMS requirements included the Monitoring and Evaluation function where

cumulative progrgss reports u." ,rb*itted to [ieads of Organs and Institutions'

modification of consoiidated organ/ irrJitutioral implementation reports and also to

send circulars for Sectoral Council and implementation reports. However this was not

being utilised bY the sYstem'

Committee Recommendations

The Committee
ensure that
review of IT
could result the faiture to address the issues'

to the AssemblY to urge the Council of Ministers to

of EAC quicktY addresses all weaknesses raised in the

to erase the risks and avoid anY negative imPlications that
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3.1.4 Shortcomings noted on EAC Data Centre

The Data Centre is the contol centre for the ICT function at EAC housing critical
devices and ICT infrast-ucture for the servers, networking devices, UPSs among others'

Because of its criticalify, access to it is limited. The Audit Commission report revealed

the following anomalies;

a) The Data Centre equipment has not been insured taking into account the fact that

equiprnent is very expensive (the blade seryers and Cisco equipment). The risks

surrounding these equipment is high such that, in case of fire outbreak, all the

equipment will be damaged as there is no fire extinguishing mechanism installed.

Also, in case an intruder accessed the Data Cente, to steal or damage these items,

it could be so costly to replace them;
b) A soft wood door is used for accessing the Data Centre. The only access conffol is

the biometric access system. The door is not supplemented with a physical locking

system and it is not reinforced with a strong metallic door. Whenever there is a

power outage, the door opens freely as the lock is powered by electricity;
c) the fue suppression system that is installed in the Data Centre is not functional.

The pipes are not connected to the cylinders that contain the fire suppression

fumes;
d) The fire suppression cylinder is empty and it has never been serviced or tested for

functionality;
e) The smoke detectors in the Data Centre are not firnctional and have never been

tested;

D Lack of back-ups. Currently interviews dtring recruitment are conducted with help

of video conferlncing facility. Further, there are many meetings that are conducted

among EAC organs and institutions, and Partner States EAC ministries. These

.".ordi.rg. are not archived and backed up or replicated in the data recovery sites.

In addition, video footages from the CCTV surveillance system are not backed up.

Management of EAC informed the Committee that budget cuts year-in year-out have

made it a challenge to mitigate these risks.

Committee Observations

The Data Centre in its current state can easily be destroyed in advent of fire or access

by a malicious person.

Committee Recommendation

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

ensure that Management of EAC enhances the Data Centre to acceptable industry

standards and also Jinds alternative ways of mitigating the ubove risks.

3.1.5 Weaknesses in the Security Systems at EAC premises

Audit's review of the security systems at the EAC revealed the following weaknesses
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Co mmittee observairroo,

i. The EAC secrprity equipment have become obsolete even before being utilized;

ii. Failure to install a comprehensive security detail puts EAC premises in a very

vulnerable *h.irty state for its staff, visitors and assets;

Committee RecomPendations

The Committee recbmmends to the Assembly to urge the Council of Ministers to

ensure that Managqment of EAC installs and operationalizes its secarity apparatas

to safeguard the EAC premises, staff and assets'

a) Un-installed non-functioning security equipment;

b) No involvement;
c) No backuP of footage.

3.2 EAST LEGISLATTVE ASSEMBLY

3.2.I REYIEW OF ADMIMSTRATTYE FT]NCTIONS

3.2.1.1 Absence of EALA Financial and Administrative Autonomy

Article l6 of the E4C Treaty explains the effects of Regulations, Directives' Decisions

and Recommendations of the Council in relation to the Assembly citing it as an

independe.rt orgun.lF.r.tt"rmore, Article 49 iltustrates the functions of the Assembly

being overseeing functions and approval of the Commmity budget' In addition to that'

Section 4"0 of ure EAC Governance charter entails that the Governance charter shall

be based on the ,rfi;;J;;*;";hich actuallv placed EA1A at the top of it' The

33d Meeting of Cbiincit of Ministe6 utro granted naLA fu-ll Administrative and

Financial Autonomy to run its affairs'

Audit,s review of the financial and administrative affairs of EALA noted that it is still

implementing sub-laccounting status and therefore was not granted its ability to

discharge its fully f[edged financial and administrative autonomy contrary to Article 16

and49 6f Ur. EAC 
freatf.

Management of E4IA informed the Committee that whereas it was true that the 33'd

Council pganted fin[ncial and administrative autonomy to EALA' the Assembly has not

yetfina\zed the prd""rr", to effect the autonomy which requires the adoption uf a range

of rules and regUlations. The Biil-; operationalize the EALA financial and

administrati',r" autfrro;, it before the Committee on Legal and Privileges and which

shall duly rePort to the AssemblY'

Ended 30h lune 2017
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Committee Observations

i. By lacking full administrative and financial autonomy, EALA fails to undertake

its mandated duties with full authority. It further inhibits the objective of fi:rther
strengthening the Assembly to be a replica of a strong Parliamentary Institution;

ii. In addition to that, the powers that have been vested in EALA as per the

Governance Charter are uridermined by the existing arrangement as EALA has

a duty to oversee the undertakings of the EAC Secretariat.

Committee Recommendations

The Committee recommends that the EALA Commission undertakes a robust
engagement with Council on the issue and draw a roadmap on when the Jinancicl
and administrative autonomy should be attained.

3.2.1.2Non-matching Position Status of the Clerk to the Responsibilities of EALA

Article 48 of the EAC Treaty states that the Councii shall appoint a Clerk whose salary

and other terms and conditions shall be determined by the Council. Also, Section 12(a)

of the Administration of the East African Legislative Assembly Act, 2011 states that

the Clerk shall be the Head of Assembly Administration and Secretary of the

Commission as established by Seetion 3 of the same Act.

During the 35ft Meeting of Council of Ministers that was held from 30th March to 4ft

April,2Tl7, the proposal to upgrade the position ofthe Clerk from P5 to Dl was referred

tothe Finance and Administration Committee for consideration and assessment of its
financial implications.

Audit's review of the Corporate Governance of EALA revealed that the proposal has

never been addressed up to date. Audit further noted that the ctrrent position of the

Clerk is not executive and hence not matching to the Status of the supervising role of
EAIA given that he is the ad"ministrative head. If this this scenario is not addressed, it

will limit the power of EALA in performing its roles as it strives to achieve its pursuit

for financial and administrative autonomy.

EAIA Management informed the Committee that it was indeed tnre that Council

considered the requests to upgrade the position of the Clerk to executive level to match

its demands and supervisory function and that Management concurred with the Audit
Commission's findings. Audit further informed the Committee that the delay in
upgraciing the position has been occasioneti by the non-consideration of the item by the

udho. Service Commission and pledged to implore the Human Resources Department

to convene the meeting of the Ad Hoc Service

Ended 3th June 2017
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Committee

The Committee to the AssemblY to urge the Council of l?Iinisters to

expedite the such that it can match lhe

status of the Clerk

3.2.1.3Irregular tment of Staff

The Audit C reported that upon review ofpersonnel files, it found thatl0

staffs were
Regulations.

on short term contrary to the provisions of Staff Rules and

the contracts for these short-term staffs indicated that theY

benefits like housing and fueI allowances. However Audit noted

of upgrading the Clerk's Position
the responsibilities of EALA.

On benefits paid, Management provided the Committee with comprehensive

explanation for the which the Commiuee found convmcmg.

Committee tions

The appointment staff was irregular since it was not in compliance with ttre Staff

Rules and and could result in unfair placements of pers oru:el. Furthermore,

it resulted to costs which were ineligible due to benefits that were Paid to the

respective staffs.

Committee Recom

The Committee ds to the AssemblY to urge Council of Ministers to ensure

that Management EALA regalarizes the appointments of the short term staff

3.2.l.4lrregular
EALA

of Contributions by Partner States on Allocations to

Article 132(5) of the EAC TreatY requlres that the resources of the Community shall be

utilized to finance ties of the CommunitY as shall be determined by the Assembly

on the of the Council.

EAC Secretariat ves funds on behalf of EALA- After the fi'nds are received, theY

were not entitled
that USD 97,924

are subject to
previous years

However Audit
allocations to

been paid in respect to these benefits

endations

which limited EALA's ability to implement activities

originated from advances that were granted to EALA in

the reserve fund

noted deductions on cutrtributions by Parfncr States on
1n

futfillment of its te

Management of concurred with the Audit Commission's obseryation and

informed the that the deductions were usuallY done even when EALA was

expecting funds in with its approved budget. Management fuither informed the
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Committee that the Rt. Hon. Speaker and the Office of the Clerk have raised EALAs

concems with the management of the Secretariat through the relevant offices not to

effect deductions until all funds due to EALA have been remitted and the surplus

reverted to the General Reserve. The concerns also call for the Secretariat to always

follow the requisite procedures in line with the Financial Rules & Regulations (FRR)

and for the deductions subjected to an approval processes initiated by EALA' Once this

is done, it will facilitate the reconciliation process.

EALA Management also undertakes to recover all the funds irregularly deducted from

EALA durin[the FY 2017l2}l8 for purposes of paying uncoiiecte<i revenue from the

Partner States for the FY 20t612017.

Committee Observations

Such deductions limited the ability of the Assembly to execute its activities and the

fulfillment of its mandate.

Committee Recommendations

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

ensure that Management of EALA follows up on the issue to ensure that all

allocations made tiit are remitted and deductions made only when there is surplus.

3.2. 1.5OTIIER OBSER.VATIONS

a) Improper Revenue Recognition;
b) Non-timely submission of financial staternents'

Management of EALA informed the Committee that it had noted the Audit

Commission's query and has since corrected the revenue schedule as per the

Appropriations Act of EALA.

Co mmittee Recom mendations

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

ensure that Management of EALA:
i, Revises the recogiized revenue relating to Partner States Contribution so

that it reJlects the correct position;
ii. Submits ftnancial statements on time.
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3.3 EAST AFRICAN COURT OF JUSTICE

3.3.1 REVIEW OF FINANCTAL STATEMENTS

3.3.1.1Wrong figure used in Budget Performance

statement

The Audit reported that a wrong figure was used in the Budget

Performance in EACJ financial statement leading to an unexplained difference

ofUSD 62,130-

Management of informed the Committee that this was occasioned bY wrong

figures being in the sYstem largely due to a staff member in the Accounts

department taking leave amidst the alreadY existing shortage in the dePartrnent.

Management informed the Committee that the correction has since been made

andthat inthe EACJ Management had devised measures to borrow the services

of an Accountant
leave.

the Secretariat whenever a key staff in the dePartrnent undertakes

Committee Recor{mendations

The Committee to the assemblY to urge the Councit of Ministers to fust-

track the
within its

Review Exercise such that EACJ can lill keY vacant Positions

department;

3.3. l.2Budget underPerformance

The Audit CommiSsion reported an underperformance of budget above 10olo on some

budget lines.

Managernent of CJ informed the Committee that the underperfornance was caused

by failure to
remittance of

new staffs that had been budgeted for. There was also non-

by DeveloPment Parhrers thus leaving gaps inthe budget in addition

Report in EACJ financial

to the lengthY
planned.

processes that did not enable Management

Committee Observations

Failure to utilize budget lines could result in partial achievement of the organ's

objectives

Committee Recofimendations

The committee tecommends to the Assembly to urge the council of Ministers to

ensure that:

to execute as

positions within

Ended 3Ah June 2017
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it. Makes necessary follow up during budget execution and review processes to
ensure that the budget is appropriately executed.

3.3.2 REVIEW OF RECETVABLES

3.3.2.llong outstanding VAT not recovered

The Audit Commission reported that the figure of VAT outstanding had risen from USD
118,264 to 164,065 representing a 28% increase in the year under audit. Some of the

VAT had been outstanding since FY 201112012.

Management of EACJ informed the Committee that they have filed all VAT refrrnd

claims with the relevant authorities and had made severai iollow-ups with the Ministty
of Foreign Affairs in [IRT. They reported that they were yet to receive any response as

they continue with the follow up the matter.

Committee Recommendations

The Commitlee recommends to the Assembly to urge the Council of Ministers to liaise
with the Ministry of Foreign Affairs in URT to expedite the recovery of the

o utstanding VAT claims.

3.3.2.2Long outstanding receivables from EACJ members states

The Audit Commission reported outstanding account receivables of USD 809,227 from
Parlner States under Non-Exchange Transactions at the end of the FY.

Management of EACJ informed the Committcc that through the EAC Secretariat, it
continues to follow up on Partner States alrears with frequent reminders.

Committee Observations

Non-remittance of funds from Partner States in time as stated in the regulation could

have a negative impact on the operations of the Court.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of foIinisters to

ensure that Management of EACJ adopts strategies in bringing EAC Partner States

tofulfilling their obligations in time.

3.3.3 REVIEW OF INTERNAL CONTROL SYSTEMS AND CORPORATE
GO\.ERNANCE

The Arrdit Commission revealed the following anomalies

30h June 2017
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a) Fully assets still in use;

b) Deficiencies preparation of rninutes of some meetings;

c) Delay in of a Strategic Plan despite exPlry of the prevlous strategtc

plan20tA-2O 5 Strategic Plan;

d) Absence of established Plan for training of staff;

e) Long delaY the delivery of cases submiued to courts;

0 kregularities inthe emploYment of staff including two temPorary staffthat

had been for longer than the regulations provide and their remunerattons

not matching with the first step of the appropriate salary grade to which the

aPPointment

Management of EA

made

gave following resPonses

a) On tullY assets still in use, Management informed the Committee

that it ledged the observation made bY the Audit Commission and will

reassess its &E useful lives annuallY before the assets reach zero value

b) On in preparation of minutes, Management Pledged to ensure that

minutes are immediatelY after meetings
informed the Committee

c) On the delaY a Strategic Plan, Management

that the plan now in place and is being printed.

d) On the of a training Plan for staff, Management pledged to develoP a

training plan to the EACJ and for all staffto avail rePorts and certificates

e) On long in the delivery of cases submitted to Court, Management

informed the that delays had been caused bY a number of issues

including
where matters were fited with numerous interlocutory

that had to be disPosed of before the main Reference;

Ma that were filed with certificates of urgencY which the Courts tried

of urith prioritY;
s sittings; andThe nature of the Court'

app

to

budgetarY suPPort which reduced the efflectiveness of the

concluded expeditiouslY
The d
CASES

f) On in the emPloYment of the two staff, EACJ Management

informed the that one of the staffhad been given a formal contract

for 5 years longer a temPorary staffand that the difference in salary
was no

scale was to corrected with immediate effect'

Committee Reco

The Committee to the Assembly to urge the Council of Ministers to

ensure that of EACJ:

i. StrtctlY the standard reportiltg requirements as regards asset

Year Ended 30t' June 2017
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ii. Prepares and keeps copies of minutes and attendance lists for meefings, duly
stgned by all attendees.andthe eha,ir of the meeti,ng; _ -

iii. Expedites the development of the training plan such that staff are trained and
equipped with necessary skills;

iv. Prepares a position paper on delivery of cases and submits it to the Coancil
tecommerudingfor Resident Judges of the Court to be based in Arusha;

v. Strictly adheres to the Staff Rules and Regulations on the recruitment and
remunerafion of staff,

3.3,4 REVIEW OF CONTRACTS MANAGEMENT

3.3.4.1Absence of supporting documents of an awarded contract

The Audit Commission reported that during the year ended 30m June 2017, EACJ
Management awardeC tender number EAC/SVCS/16-17/00010 for consultancy
services for formulation of the East African Court of Justice Strategy and
Implementation Plan 2016-2020 and a contract worth TJSD 70,222 was signed on 25m

May 2017 with Universily of Nairobi. However EACJ Management did not avail
different documentations on the procurement processes in relation to the tender
mentioned above for audit purpose.

Management of EACJ informed the Committee that whereas it was true that the whole
process was done by EAC Secretariat, Management was following up the procurement
process to acquire all necessary documents.

Committee Observations

The EAC procuremerrt department failed to avail the necessary documents to the Audit
Commission.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensure that Management of EACJ:

i. Complies with EAC Rules and Regulations in the procurement of services;
ii. Documents andJiles all documents relating to all contracts awarded during the

FYfor futare reference and/or Audit purposes.

3.4 THE EAST AFRICAN CAPACITY BUILDING FOUNDATION
PROJECTS POLICY RBSEARCH UNIT

3.4.1 Failure to utilize the USD I million Grant:

Following the ACBF Board approval of a grant on 8ft December 2014, the agreement
of which was signed on 15th June 2015, the grant agreement became effective on 14ft
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September 201,5. Tfre project implementation was to have started when the project

redeived an initial afvance of USD 150,000 in November 2015.

The fotlowing issue$ were reported by the Audit commission:

l. started in March 2017 on recruitment of four staff

ii. In an aide- of the ACBF Implementation Support Mission to EAC-CAP,

the team was informed that the Project was closing on 3 l't December 2017 in

response to indication given bY the frmding instrument from which EAC-CAP

gant comes
budget for May & June 20t7 of USD 306,928, only USDiii. Out of the

L89,022had expensed by 30th June 2017.
a sum of USD 122,323 (65%) wasiv. Out of the expenditure of USD 189,022,

66,618 equivalent to 360/o for
used on em benefits leaving onlY USD

execution of activities.

EACJ informed the Committee that delays in recruitment and request for

reallocation for the revised budget and work plan contributed to the failure to utilize the

grant.

Committee mendations

The Committee to the AssemblY to urge the Council of Ministers to

ensure that of EACJ devises strategies to guarantee the functioning of

the research unit.

3.4.2 Outstand g VAT Claimable (Receivable)

The Audit ionreportedthatVATreceivablesofUSDl'755'42wasstill
outstanding as at

Management of

end of the FY 20t6117.

CJ informed the Committee that whereas it is true from gant

provision that, fund should not be used to PaY taxes and it true that EAC is a tax

exempted
where it is
State. For
diplomatic

EAC has signed the headquarters agreement with governments

There is however no uniformitY of tax laws in each Partner

in the United RePublic of Tarzania, all institutions including

are paymg tax on the understanding that they will claim refund

upon submission tax invoices EAC has been claiming VAT refirnd after PaYment,

which VAT is recognizcd as receivables.

Management informed this Committee that the ACBF taxlVAT refrrnd has been

included in other toward the end of June and fust quarter of 2Ol7/2018 and will

be submitted to respective parhrer states for refunds'
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Committee Recommendations

The Committee recommends to the Asseimbly to urge the Council of Ministers to

ensare that Management of EACJ:

i. Institutes measures to have the VATfunds reclaimed;
ii. Puts in place a mechanismfor applyin7 for tax exemption before proiect

acttvities ar e implemente d.

3.5 LAKE VICTORIA ET{VIRONMENTAL MANAGEMENT PROJECT II

3.5.1 BudgetPerformance

A review by the Audit Commission revealed that as at 30th June 2017; out of the total

budgeted amount of USD 1,717,179, USD 1,334,299 (8I.25%) had so far been spent

with some of the activities implemented by less than 50%.

Management of LVEMP informed the Committee that much as LVEMP had achieved

an ovirall implementation rate of }LYo, a number of activities were not fully
accomplished as clearly pointed out. This was athibuted to the fact that the project had

not received all the budgeted for revenue. Additionally, some of the activities like

preparalion of the Project Completion Report had to be carried over to the next FY so

itrai the report could encompass the final six months of the project that was to end in

December 2017.

Committee Observations

IJlexecutecl plannecl project activities serye as an indicator that the project did not attain

the objectives for the year and this could have adversely affected the confidence of
Development Partners towards the project.

Committee Recommendations

Tke Committee recommends to the Assembly to urge the Council of Ministers to

ensure that Management of LVEMP puts in place strong mechanisms to ensure that

the planned activities are executecl so that the proiect attains its intended obiectives.

3.5.2 Outstanding imprest

The Audit Commission reported that a review of the Imprest Ledger revealed that a sum

of USD 13,910 was outstanding.

Management of LVEMP however informed this Committee that the outstanding

tmprest as at the date of audit related to activities which were still being undertaken.

SuLsequently these were retired by the mentioned staff. However, Management pledged

to cont'inuously ensure and enfbrce controls so that accountabiiities are submitted on

time.

the Year Ended 3th June 2017
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Committee Recom dations

The Committee
ensure that

to the Assembly to urge the Council of Ministers to

of LWMP:

L Recovers
ii. ComPlY

3.5.3 Unac for Expenditure by Burundi Cleaner Production Centre

The Audit discovered that an amount of USD 20,466 disbursed bY

LVEMP II to the Cleaner Production Centre had not been fullY accounted for

as at 30th June 201 . In addition, there was an amount of USD 9,723 relating to block

transfers made the US$ account for which details of the activities to be funded

were not provided, USD 160 being exPenditures
were also not available

related to the hire of consultant for

which supporting

Management of L informed the Committee that LVBC through thc LVEMP

project carries out financial reView of the imPlementing agencles to which

it grants funds Cleaner Production activities. The Pace of imP lementing the

activities varies Country to CountrY and the funds are onlY retired as a receivable

only when the agency submits the accor.rntabilities. As part of the

LVEMP II Project closure process es, all the Pending advances were suPPosed to have

been accounted by the project comPletion date in December 2017

Committee Obse

The amount for may impact on the completion of the project and casts

doubt on prudent of project finances under LVEMP tr.

Committee mendations

The Committee ds to the AssemblY to urge the Council of Ministers to

ensure that ofLWMP accountsfor this exPenditure by availing allthe

necessary of accoantabilitY for audit review'

3.6 EAST CAN KISWAHILI COMMISSION

3.6.1 REYTEW F F'INANCIAL STATEMENTS

3.6.1.1Weakness oted in the EAKC Financing structure

amounts from the responsible ofJicers;

rhe Finaicial Rules ind Regulafions of the EAC'

reportedthattheEAKC,scoreactivitieswereallocatedonly
oreactivitiesincludingstaffemolumentswereallocated95%'

s

The Audit
5oZ whereas non-c

Management
budgeted for

C informed the Committee that the Commission has religiously

ties geared towards executing its mandate but the budget has alwaYs

on the AuditedAccounts of 
'

Ended 30h lune2017
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been rationalized to the curreut financing situation. With an approved Strategic Plan,
the Commission hopes to continue to receive funding for core activities.

Committee Observations

The current financing structure as Parfirer States may not allow for the implementation
of the 2017-2022 St'ategic Plan.

Committee Recommendations

The Commtttee recommends to the Assembly to urge the Council of Ministers to
ensure that the EAKC reconsiders its budget preparation processes and bases so os

to ollocate more Jinances to its core activities so as to ackieve its rnandste.

3.6.2 GOVERIIAiYCE ISSTIES

3.6.2. lUnder-staffing at EAKC

The Audit Commission reported that minimal effortrwas being made to recruit core staff
more than two years since the establishment of EAKC. The Commission has only 6

full-time staff whereas its organaationstructure provides for 31 positions. Furthermore,

of the 6, only 3 are professional staff.

Audit reported that due to this insufficiency in human resources at EAKC, the

segregation of duties was a problem. Audit further noted instances of some staff
performing tasks for which they had no competent skills. For example the Senior

Hu** Resource Offlrcer was performing the tasks that should have been carried out by

the Procurement Officer.

Management of EAKC informed the Committee that the Commission is critically
understaffed and Management has consistently raised this issue with Council but no

action has been taken.

Committee Observations

The Commission to efficiently carry out its fi.mctions; hence the timely achievement of
its mandate may not be attained.

Committee Recommendations

The Committee recomrrtends to the Assenibly to urge the Counci! cf Ministers to
ensure that the vacant positions are Jilted as provided for by EAKC organizational
structure.

3Ah hne 2017
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3.6.2.2Absence of the Internal Audit function within EAKC

The Audit Commispion noted that the recruitrnent of key staff under-Govemance

Structt*e such as tqi"rnut Audit had remained unachieved since the establishment of

the Commission.

Management of EAKC informed the Committee that whereas it is true the EAKC does

not have Em Internal Auditor; fi.rnctions of Internal Audit are carried out by the EAC

Secretariat Internal Audit. However, EAKC was awaiting the completion of the

lrstitutional Revierd Exercise such that the Internal Audit function is filled'

Committee Obserqations

The Committee o that EAKC is lacking checks and balances which make it

susceptible to and inefficiencies in its operations

Committee Recommendations

The Committee re'commends to the Assembly to urge the Council of Ministers to

ensure that the i;;ffir""";i1ii- totnnal 
-Auditor 

is lilted us per the EAKC

Or g an izatio n al str uctur e.

3.6.3 REVIEW OF EXPENDITT]RE

3.6.3.1lack of valUe for money for the amount spent on the renovation of EAKC

Ileadquarters s eat in Zanzib ar

The Audit ion reported that there was no value for money for the USD 265'021

that was sPent on
the People's Revo
spent to renovate
new one.

renovation of a building that does not belong to the EAC but to

Government of Zarulbat . Audit noted that the total amount

office buitding could have been used to construct or Purchase a

funds for the renoYation works.

Management informed the Committee that the structure in question is centrally

located within relevant Government structures like the National Museum,

National Library are relevant to the functions of EAKC. Furthermore, the

buitding is also o value since it was being usecl hY King Sultan Ahmed'

Committee RecoFmendation

The Committee to the AssemblY to urge the Coancil of Ministers to

engage the
building to

's Revolutionary Government of Zanzibar to consider donating the

Management of EAKC informed,the Committee that the EAKC proposed ttre

renovation works to the co*ncil and after careful consideration, the council approved

Report of the on the Audited Accounts of the EACfor the Year Ended 3Ah fune 2017
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3.6.4 REVIEW OF ACCOT]NTS RECEWABLE

3.6.4.llncreasing trend in VAT Recoverable from Tanzania Revenue Authority

The Audit Commission reported increasing tends in VAT recoverable owed to EAKC
from Tanzania Revenue Authorify. The VAT balance had increased from USD 2,044
(201512016) to USD 32,102 as at 30 1wrc2017.

Management of EAKC informed the Committee that the EAKC had signed a
,Headquarters agreement with the Government of the United Republic of Tanzania but
was later informed-that EAKC falls under the regime of Zarutbar Revenue Authority
(ZRA) as opposed toTatuantaRevenue Authority (TRA); and this had made it diffrcult
to claim for VAT that FY. However the anomaly has been rectified and the Commission
has filed for VAT refunds from the Zaruibar Revenue Authority and it awaits the VAT
refunds.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensare that Management of EAKC engages the Zanzibar Revenue Authority to
refund the VAT claims"

3.6.4.2Delayed remittance of contributions from Partner States

The Audit Commission noted that for the financialyear 2016/17 , EAKC budgeted USD
1,179,544 as contribution from Partner State and General Reserve. However, the

Commission's receivables confibutions from Partner States were USD 7L8,740 tobe
met cqually among them. Contrary to the EAC Finansial Rules and Regulations, it was

revealed that the Republic of Burundi and Uganda had not fully paid their contributions
for the FY 2016/2017 to the tune of USD 122,435 and USD 18,958 respectively. It is
worth to noting that the amount due from Uganda had increased from USD 6,637
(201512016) to USD 18,958 n (201612017). At the time of Audit in November 2017,
there was no evidence that the amounts had been paid.

Committee Observations

lnsuffrcient remittances of contributions limits EAKC from full and timely
implementation of its activities and programs in an effrcient and effective manner.

Ccmrrittee Reccrnmen datious

The Committee recommends to the Assembly to urge the Council of Ministers to
ensure:

i. Timely remittances offundsfrom Partner States;
ii. Management of EAKC continues to liaise with the EAC Secretariat to recover

the outstanding balances.
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3.6.4.3U nsupported current account balance as at 30th June 2017

The Audit 's review of accounts receivable revealed a current account

balance of USD 52, that was outstanding as at 30ft June 2017. This balance related

to various that took place between the Commissron and EAC Secretariat

through current However the Audit Commission was not provided with

supporting to justify how these tansactions were being cteared and those

which were still as at the end of the Year . Further, Audit did not obtain anY

evidence to show the due amount as at 30e June 2017 was subsequentlY cleared.

Management of informed the Committee that the Commission would liaise wittr

the EAC to ensure that indebtedness that arose due to inter entitY transactions

are reconciled and immediatelY

Committee tion

The Committee to the AssemblY to urge the Council of Ministers to

ensure that ofEAKC liaises with the EAC Secretariat to ensure thatthe

to inter entitY transactions dre reconciled and settled
indebtedness that
immediatelY.

arose due

3.7 FINAI\
PROJECT

SECTOR DEVELOPMENT AI{D REGIONALIZATION

3.7.|REvTEwoFPROJECTIMPLEMENTATIONPERFORMANCE

period.

Ended 30h June2017
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Committee Recomm en dations

The Committee 4ecommends to the Assembly to urge the Council of Ministers to

ensure that that the project Team Administration (PTA) in collaboration with

Management of EAC noi th" Donor discuss and take necessury actions to ensure

planned activities, are execated within the remaining timeframe of the ptoiect'

Report of the on the Audited Accounts of the EACfor the Year

not effected bY the donor

The Audit revealed that whereas the Additional Financing Agreement for

No D1410 usD 10,500,000 to suPPort the project was signed

30th September 20t
on1 1 

ttr

grant
from 15s FebruarY 2017 andto 9, there

November 2016 up until
had been no made to the Designated Account from the effective date

the end of the 30h June 2017. This was contrary to the provisions of the FSDRP

Operational

however informed the committee that steps have been taken to

to enstue that the u"iiri i", are undertaken within the remainingFSDRP



3.7.1.2Under or over absorption of FSDR Project budget

The review of the Audit Commission on Project implementation performance report
revealed the following weaknesses :

i. Over or under absorption noted on different components for the grant No H6410;
ii. Overali under budget absorption during the FY ended 30e June ?017

Management of FSDRP informed the Committee that close monitoring by the project
management and the World Bank was in place to ensure that the project objective is
achieved. Monthly reports are prepared and reviewed byManagement before being sent
to the World Bank. Additionally, video conference meetings are held as and when
required and half year missions are also made by the Bank to ensure that the project
activities are being undertaken as planned. Management further stated that 25 of the
procurement packages werc successfully concluded except the Capital Markets
Infrastructure activity.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensare that Management of EAC:

i. Identifies those activities which were not ittitialty executed to ensure thut at the
closure of the project the intended objectives are fuliy attained;

ii. Ensures that sound project monitoring and management mechanisms are pat
in place to ensure that funds received from donors are utilized as planned to
achieve the intended objectives;

iii. Makes necessary follow up during budget execution and review processes to
ensure that tke budget is appropriately executed.

3.7.2 REVIEW OF GOYERNANCE AJYD trNTERNAI. CO}{TROL SYSTEM

3.7.Z.llneligible expenditure not refunded to the donor

The Audit Commission reyealed that a review made in June 2017 by ateam from the
donor showed that the amounts paid to three consultants totaling to USD 63,000 were
not eligible as there were no activities planned for these positions as per the activities
planned under the Additional Financing Agreement. Despite the agreed refund between
the EAC and the donor, the Audit Commission noted that up to November 2017, USD
63,000 paid for ineligible expenditure had not been refrrncied to the cionor.

Management of FSDRP informed the Committee that steps have been taken to ensure
that the funds are refunded and a request has been made to the Council for budget
allocation to enable the refund to be made. Management is closely sharing the updates

on the requisite approvals with the Worlci Bank.
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Committee Recom

The Committee to the AssemblY to urge the Council of Ministers to

erusure that Proiect dministr ation Team in collabor ation with Management of EAC:

i. Refund USD 63'000;
ii. Uie donol's fund strictly for planned activities'

3.7.3 REVIEW OF RECETVABLES

3.7.3.1Ou

EAC accounts

3.7.4

3.7.4.

VAT not recovered

The Audit
from Tanzania
usD 26,224.98.

Management informed the Committee that the VAT amount was not onlY from

the URT but all the Partner States. Efforts have been made and requests submitted

but refunds have yet been realized. Furthefinore Management informed the

Committee that it continue to follow uP with the resPective Partner States to

ensure refrrnds are made.
depaitment

The Management of EAC set uP a payable unit within the

to follow uP on all the VAT issues

Committee Recorqmendation

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

fotlow up with LIRT to recover the VAT claims'

RIIVfEW OF CONTRACT MANAGEMENT

noted in the management of contract for the suPPlY and

installation of smart Order Router', Central Depository SYstem Interface,

and Mess Platform for Securities

reported that Management "I 
Fq?l^ Project did not recover

e,itt 
"tray 

(TRA) thJaccumulated VAT balance amounting to

The Audit commidsion noted the following irregularities in the contract between EAC

and Infotech Private Ltd for tt 
" 

,.,ppty *[i*ti'rytign of smart Order Router' Central

Depository Systeril Interface, u"a-ift* "g*g 
Platform for Securities worth USD

2,395,180

a) Delay in thJ implementation of Capital Market lnfrastructure Project; and

Ul eUt.,n"e of 
"oniract 

for the period of 21 months

Management of FSbRp informed the committee that efforts were being made to ensure

that the contract *p, .orr.fuded. Discussion was on-going on withthe vendor to ensure

that the contract addendum i, "on"tralJ 
*a tnt reiuinlng two deliverables realized'

Despite not havinf;^;;;""t, the ilc [rd had weekly ,id.o conferences with the

vendor and the Parltner states to ensure continued implementation of the Project'

the Year Ended 3d' tune 2017
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Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensure that Management of EAC:

i. Liaises with all the concerned contractors to speed up the execution of the
contract or demandfor liquidated damages;

ii. Ensures that a valid and updated contract between the two parties is
^^t^Lli-L -)9JLUULOJIaCU.

3.8 LAKE VICTORIA FISHERIES ORGANIZATION

3.8.1 REVIEW OF FINANCIAL REPORTING

a) Limitation of Audit Scope

The Audit Commission reported that contrary to Regulation 120 of the EAC Financial
Rules and Regulations 201, there was outstanding information which was not provided
and this limited the ability of the Audit Commission to exercise its mandate.

Management of LVFO however informed the Committee that it had since availed the
requested docurnents that had earlier not been availed for audit purposes.

Committee Observations

Non-provision of information requested limits the Audit Commission's scope in
reviewing the underlying areas and this could lead to modification of the audit opinion
depending on the extent to which the financial statements have been affected.

Committee Recommendations

The Committee recomrnends to the Assembly to urge the Council of Ministers to
ensure that Management of LVFO in future prepores to avail necessary documents
in due time to enable the Audit Commtssion to curry out its mandate srnootkly.

3.8.2 REYIEW OF PROCUREMENT

The Audit Commission reported the following anomalies contrary to EAC Procurement
Rules and Regulations:

a) Lack of a properly constituted procurement unit
b) Inadequate information on the Procwement Plan
c) Lack of contract with a Service Provider
d) Procurement requisition without estimated Prices
e) Irregularly constituted Procurement and Evaluation Committee

Management of LVFO had the following responses:

Report of the Assembly on the Audited Accounts of the EAC for the Year Ended 3Ah June 2017
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a) On lack of a ly constituted Procurement unit, Management informed the

Committee a procurement Unit under the directorate of Finance and

Administra exists though not Yet filled due to firnding constaints. The Position

of the Officer was aPProved in January 20 16 in the LVFO Council

of Ministers and the recruitment for the positionwill immediatelYbe filled

when Parhrer disburse the required funds'

b) On inadequate information in the Procurement Plaru Management informed the

Committee the Procurement Plans are in Place but not on the related

procurement In future, Management undertook to ensure that these would

be filed the respective related procurements.

c) On lack of contract with a Service Provider, Management informed the

Committee United Bank of Africa (UBA) had a running contract with all

MDAs of U and LVFO therefore had to approach UBA after it was

MEACA
without estimated prlces , Management informed the

d) On requisitions
budgeted amounts.

Committee the procurement requisitions had the indicative

In ftrture pledged to indicate the estimated Prices

e) On the constituted LVFO Procurement and Evaluation Committee,

Management
Procurement

the Committee that the number of Persons on the

has been revised accordinglY'

Committee Recodmendations

The committee recommends to the Assembly to urge the council of Ministers to:

Ensure th a Procurement tmit is established at LVFO so that all
t.

u.

relevant funds
to put in Place

are clone efJicientty and effecfively;

Avail for the recruitment of a Procurement OfJicerfor LVFO.

3.8.3 OTHER ATIONS

Audit further the following anomalies :

a) Absence risk management guidelines;

b) Lack of systems integration and absence of automation of PaYroll

processes

Committee Observations

Absence of risk guiclulines exposes LVFO to a risk of going concern and

not achieving its bjectives as Planned.

Committee Reco dations

The Committee
the LVFO

man ag ement g uide I in e s'

to the Assembly to urge the Council of Ministers to wail

li iotrgrot" th; Ir ,ittu*t into the payrotl process and

Ended 30h June2017
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3.9 CIYIL AVIATION SAFETY AND SECI]RITY OYERSIGHT AGENCY

3.9.1 REYIEW OF THE BUDGET

3.9.1.18AC - CASSOA Sustainability

The Audit Commission reported that whereas the primary funding of CASSOA is from
the Partner States Civil Aviation Authorities and supplementary contribution from
donors through EAC Partrrership Fund, the Agency had never engaged in preparation
of the resources mobilizations strategy or action plan to boost the sources of revenues

or enhance its sustainable funding sources.

In addition, the agency did not receive any funding from Development Parhners dwing
the FY 2016117and was unable to implement its planned activities andmeet its strategic

objectives.

Management of CASSOA informed the Committee that the Board of CASSOA has

approved a sustainable flrnding plan and is in the process of engaging the respective

CAAs to introduce a passenger levy starting the FY 2017/18.

Management further informed the Committee of the need for increased resources

mobilization efforts at the Agency and had appointed a Senior Accountant (SA) and the

Aviation Security Officer (ASO), who are participating in the EAC Resources

Mobilization Forum. The Agency is also in a process to develop bankable projects in
its core business to sell to potential Development Parfners for flrnding.

Committee Observations

The Agency may not be able to sustain its current financing structure and Partner States

may not get the value for money invested in staff and offtce rurrning expenses.

Committee Recommendations

The Commiltee recommends to the Assembly to urge the Council of Ministers to
ensure that Management of CASSOA in collaboration with EAC Secretariat and
other stakeholders, devises ways of obtaining further sources of funding in order to
achieve its strategic goals.

3.9.1.2Planned activities not implemented

The Audit Commission reported that a review of the Agency's annual programme of
activities, budget and implementation report of the Procurement Plan revealed that 16

planned activities for implementation in the FY 2016l17 were not implemented.

iUanagement of CASSOA informed the Committee that some of the activities were not

implemented due to Partnership fund not availing the funding that was expected in the

FY. Management fuither revealed that the process of carrying out a midterm review of
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the Strategic Plan is expected to be approved bY the Board at its 40th meeting that had

been scheduled in 2017 upon which the review would be carried out bY 3lst

March 2018 for by the Board at its 42nd meetitrg scheduled for APril

20L8. A review of Stategic Plan has been carried out and activities aPProved.

Committee Observations

Unimplemented resulted into non achievement of the agency targets; hence

strategic objectives in the Strategic Plan 2015-2020 may not be achieved'

Committee Reco

The Committee to the AssemblY to urge the Council of Ministets to

ensure that
manageable

of CASSOA Plans for Program activities that are

the contert of available resoarces and avoids setting

overambitious that are not in line with SMART PrinciPles.

3.9.2 GOVERN ISSTIES

3.9.Z.lBmploYing ts for posts provided by the organtzational structure

The Audit C ion's review of the AgencY ' s or gatizational structure revealed that

it provides for of a Medical Assessor (Grade P5) and a Manager Flightposts

Operations ( P4). However, the Commission noted that instead of filling these

hired two consultants and had signed contracts with them
posts, CASSOA
to carry out the
resulted into the

ibilities within the above positions
paying an extra amount equivalent

Management of SSOA informed the Committee that while the two positions for

Medical Assessor Manager Flight OPerations are so necessary for the activities of

the Agency, the has always found diificultY in atEacting full time staff for the

positionsi; reason ing lower pay structure of the AgencY as compared to the market

rates prevailing the Civil Aviation industry. Consequently , to remedy the Problem,

the Board to approvmg use of consultants for the positions However, as for

the position of Flight Operations, the Agency had been able to recruit aperson

who reported for on lst November 2017

Committee Obs tions

The use ofconsul for posts provided for in the organizational structure has led the

agency to incur
time staffwhich

higher costs than the salaries that would have been paid to full

against the princiPle of effic iency in management Practices.

the Year Ended 3th June 2017
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to USD 49,080.
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Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensure that CASSOA Management uses available funds efJiciently by recraiting full
time staff instead of employing consultants. This wtll help the Agency to save funds.

3.9.2.2Lack of a Planning and Budget Committee

The Audit Commission reported that Annual Programme of Activities and budget for
each ofthe financial years were considered during StaffRetreats where each deparhnent

was required to present its own budget. In addition, Audit noted that the Agency

orgaruzitional structure does not provide for an Offrcer in charge of Planning and

Budgeting. The planning and budgeting functions have been left to staff during retreats

which is against the CASSOA Financial Rules and Regulations.

Management of CASSOA informed the Committee that it had started operationalization

of the Planning and Budgeting Committee in the FY 201812019 budget cycle. The

Committee had considered the budget guidelines for the FY201712018 for issuance to

staff.

Committee Observations

The Agency's failure to implement the provisions of the Financiai Rules and

Regulations 2014 means the Agency did not achieve its stated strategic objectives and

mandate.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensure that Management of CASSOA gives priority to the planning and budgeting

process whtch is critical in the management of any organization.

3.9.2.3Under-staffing of CASSOA

The Audit Commission reported that the Agency does not ha',re sufficient hr-rman

resources. Out of 28 positions provided by the current structure, only 11 are filled by

full time staff. This had a negative impact on the implementation of the annual activity
nlen

Management of CASSOA informed the Committee that the Agency had recruited all

the k+ staff per the revised structure as proposed by the Technical Committee on

Finance and Administration in October 2011.

Committee Observations
lnsufficient human resources at CASSOA may result in planned activities not being

canied out and thus strategic objectives not being achieved

Ended 30h lune 2017
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Committee Recom

The Committee to the AssemblY to urge the Council of Ministers to

ensure that ofCASSOA sPeeds uP the recruitment of additional staJf to

Jill the vacant Posts provided,for by the revised organizational structure'

3.9.3 RX\.rEw EXPEIYDTTT]RE

The Audit committee reported the following anomalies:

a) Weakness irrlth" payment of education allowances where some payments for

education allbwances were made on the basis of long-dated letters of admission;

b) Fait,re to usd installed video conferencing facilities intended to reduce frequent

travel and other related meeting costs'

Management of CASSOA informed the committee that payments for education

allowances were rnlade subject to admission letters to avoid payment to non-school

goers. Furlher, the Commiti.. *u, informed that Management had since implemented

the use of the Videg Conferencing System'

Committee Recomlmendations

The Committee to the Assembly to urge the Council of Ministers to

ensure that t of CASSOA:
makes payments for education allowances using updated

tionsenda

i. In the

ll.

3.9.4.1Unexp
States

The Audit
CASSOA F

t

admission letters;
ioiuourl, to make use of the video conferencing facility to avoid wastage

of resoulces.

3.g.4 REVTEW Qr accouNTs RECETVABLE

delay in recognition of received contributions from Partner

to Regulation 28 (l) & (2) of the
10n reported that contrarY

Rules and regulations 2013, one of the Partner States remittance

amounting to US 44,058.88 which was made on 291312017 was recognized in the

books ofaccounts the end the financialYear on29/612017

theYear Ended 30h June2017
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Management of informed the Committee that Sun Systems receipts posting

functionalitY was a problem at the time of remittance of the above contribution.

However this had
receipts posted.

resolved in June 2017 by the support service provider and the

Committee

The Committee to the AssemblY to urge the Council of Ministers to

ensure that CASSOA in the books



accounts deposits made on its bank account as is required by the Rules and
Regulations.

3,9.4,2Increased outstanding contribution from a Partner State

The Audit Commission revealed that for the FY 20t6/17, and contrary to the CASSOA
Regulation 23 (4) of the Financiai Rules and Regulatiqn-s 2013, Burundi Civil Aviation
Autlrority had not fully paid its contribution for the FY 2016/2An to the tune of USD
105,766. The amount due from Burundi Civil Aviation Authority had increased from
USD 80,766.75 QAiSlzArc) to USD 146,i49 as at 30 iuneZAii.

Management of CASSOA informed the Committee that it has continued to follow up
with the Government of Burundi and had received promises of settlement once its
fu:ancial situation improved. Management further informed the Committee that they
had submitted the matter to the Council of Ministers for consideration. They await the
Council decision.

Committee Observations

Insuffrcient remittance of contributions limits CASSOA from full and timely
implementation of its activities and programs in an efficient and effective manner.

Committee Recommendations

The Commiitee recommends lo the Assembly to urge tfue Counctl of Ministers to liaise
with the Government of Burundi to ensure its remittance of the outstanding
contribution is honored.

3.9.4.3lncreasing trend in VAT Recovcrablc from Uganda Revenue Authority

The Audit Commission reported that the Republic ofUganda had not issued the Agency
with a tax exemption, and the Agency had to pay VAT on taxable goods and services
and subsequently claims the VAT refund from Uganda Revenue Authority. As
highlighted in the Commission's previous year Audit Report, the VAT balance had
increased from USD 21,818 {201312014) to USD 56,951 as at 30th June 2017.

Management of CASSOA informed the Committee that it has continued to submit
monthly claims that conform to VAT laws in the Republic of Uganda and was following
up the claims by engaging relevant IIRA Officials.

,^r^--.:4-^ /\L-^-,^+:^--\-ullllrltltrtiti v rrJtr v a lruus

Failure to recover VAT contravenes EAC Headquarters Agreement and could affect
implementation of Agency programs.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
engilge the Ministry of Finance, Planning and Economic Development of the

Report of the Assembly on the Audited Accounts of the EACfor the Year Ended 3Ot' June 2017
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Republic of and flganda Revenue Authority to ensure that VAT claimables

are promptly and remitted to CASSOA.

3.9.5 RE\rIEW PROPERTY, PLANT A}iD EQTIIPMENT

In absence of title deeds, the Audit Commission was unable to conlirrn whether the land

and building reportpd in the furancial statements actually belongs to CASSOA'

Committee Recommendations

The Committee rdcommends to the Assembly to arge the Council of Minislers io

ensure tttat GASSQA speeds up the process i7 onniiog the titte deett for its plot of

land.

3.9.6 REVIEW OF PROC{IREMENT

3.9.6.1 Inadeq procurement procedures on repeated needed services

The Audit sion's review of the Proctrrement Plan and Procurement Execution

Report revealed CASSOA uses requests for quotations for each event that required

services that is and repeatedly needed such as the purchase of air tickets, meals

and refreshments meetings. Audit noted that this was not an efficient approach

and is in of Regulation 78 (l&2) of CASSOA Financial Rules and

Regulations 2013 framework arrangements.

Ended 3fi lune 2017
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3.9.5.1 Lack of deeds for land and buildings at the disposal of wAsAC Ltd

The Audit reported that the financial statements of EAC - CASSOA at

30 June 2017 a piece of land worth IJSD 334,770. However, Audit noted tirat

EAC _ CASSOA
constructed.

Management of SOA informed the Committee that for more than 5 years, the

Agency had been a process of trying to obtain the land title of the land on Plot 41i43

Circular l{oad. Agency is now at a stage where it has engaged the Civil Aviation

Authority Uganda
Revenue Authority

to surrender the original land documents to the Uganda

for processing of the transfer. CAAU has shown willingness

and the Agency formally written to CAAU on the 6th July, 2017 vide letter ref:

ADMljUsl176 for assistance in conciuding the process of transfer ofthe land

title to by submitting the original land documents to LIRA for

processing of the
CAAU.

. The Agency is still keenly following uP the issue with

Committee

not have a title deed for the land on which its premises were



Management of CASSOA informed the Committee that it concurred with the finding
and pledge to embark on the process of concluding ftamew-ork contracts with suppliers
ofrepeat services.

Committee Observations
This was wastage of time and other resources where staff(who are limited in number)
are required to stop their duties in their official assigned responsibilities to evaluate
submitted quotations whereas they should be engaged in the performance of their
----^^^il.i li+i ^^r vDPvrrDlulllLlgD.

Committee Recommendations
The Committee recommends to the Assembly to urge the Council of Ministers to
ensure that Management of CASSOA liaises with suppliers for framework contracts
in respect of semices which are needed continuowsly instead offreqwent and endless
evaluations of quotations for swck servtces.

3.10 MEDICINES REGIILATORY HARMOMZATION PROJECT

3.10.1 FINAIICIAL REPORTING

3. 10.1. I Improper Cut-offs

The Audit Commission reported that audit of MRH Project records revealed that cut-
off had not been observed as some transactions relating to the preceding year had been
recorded in the current accounting period. This situation has been observed with 41
assets worth USD 12,800 that were bought on July 2017 but recorded in the current
period. Also, USD 15,104 has been recognized as payable in respect to this transaction.
This is contrary to Section I.12.4 of the EAC Financial Procedr-res Manual, 2013

Management of MRFfP informed the Committee that the Project expected to receive the
computer tablets and server racks before year end but due to delays and long
procurement process the items were delivered by the supplier two weeks later on 14th
luly 2017.

Committee Observations

Non-adherence to cut-off may cause significant misstatement of the financial statements
which in tum could make users take decisions basing on wrong information.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensare that ll[anugement of EAC records each transaction in the respective
occounting period so as to comply with the organization policies and accounting
guidelines.
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J.

A

10.1.2 Assets with Negative

review of fixed assets by

resulting to
computer
in the year 2016/l
IPSAS 17.

Book Value

the Audit Commission for the FY 2016/17 revealed

'Ministers to
accumulated

liability against
Of thc IPSAS 23

Manual,2013.
and Section3.3.2.1(e) and 3.3.2.1(h) of

to the Assembly to urge the Council of Ministers to

MRHP makes necessary adiustments to correct the

computer equipment having more accumulated depreciation than its cost and hence

net book value. The Commission fi.rther noted that the cost of

is USD 41,204 but the accumulated depreciation is USD 56,535

. This is contary to the principles spelled out in Paragraph 13 of

Management of
Assets Register

Millr informed the Committee that they are reviewing the Fixed

support from Sun system Administrator to identifr assets with

negative value and respective adjustments to address the issue.

Committee Reco mendations

The Committee recommends to the Assembly to urge the Council of
ensate that the Management of EAC idenffies the overcharge and

depreciation is adiusted to suit the reqairements of IPSAS.

3.10.1.3 lmproper Revenue Recognition

The Audit ,s review of MRH Project revenues revealed that revenue had

been improperly by including a portion of contribution which was yet to be

realized..Audit atotal of USD 796,046 that had been wrongly recorded as revenue

the Development Parbrer' This was ininstead of being
contravention of
the EAC Financial

asa
ph 44

Management of MRHP informed the Committee that it was within the accounting

standaids spelled out in IPSAS and its accompanying paragraphs and sub-paragraphs

abo.re; and was tlperefore in full compliance with the provisions of IPSAS 23 on

recognition of revgnue from non-exchange transactions.

Committee Reco mendations

The Commtttee
ensure that of

i. On the basis
where there

accounts as Per re g ulations establishe d.

3.10.1.4 Dis in the Summary of Significant Accounting Policies

The Audit review of MRH Project financial statements revealed some

irregularities on notes as follows:

preparation, there was a statement citing the use of IFRSs and IASs

no IPSAS to applY on certain areas. This is contrary to the

stiptrlation of
Enterprises.

AS as IFRSs and IASs that are only for the Government Business

30h lune2017
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ii. Under Properfy, Plant and Equipment, the Project has not indicated whether it has

adopted cost model or revaluation model as per requirement of Para 42 of IPSAS

t7.

Management of MRHP informed the Committee that the project financial statement was

submi6ed as part of EAC financial statements, the relevant and signifrcant accounting

policies and other explanatory notes were included.

fr^**:++^^ D aaam mon rlo*innsvuiriiilraf gi, lw!uuuuus4 alvuu

The Comntittee recontmends to the Assembly to urge the Council of Ministers to

ensure that Management of EAC rectiftes the matter by making proper presentation

of respective notei such thut they are aligned to the requirements of standards and

other guidelines.

3.10.1.5 Non timely submission of financial statements

The Audit Commission reported that the financial statements for MRH Project were

submi1ed to the Audit Commission on 30th October 2017 contrary to the requirements

of Financial Rules and Regulations.

Committee Recommendations

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

ensure that Management of EAC submits theirJinancial statements on time-

3.L0,2 OTIIER OBSERVATIONS

The Audit Commission further reported the following:

a) Expenditure without a Contract with the Supplier
Th; Audit Commission reported that during the period under review, payments

worth USD 48,32'7 were made to different internet service providers where there

were no contracts with MRF/EAC Secretariat and those providers.

b) Poor Filling System
The Audit Commission noted that MRFI does not have a clear filing system of the

vouchers which directly corresponds to posting of kansaction in the system. The

vouchers are not serially numbered which makes it difficult to trace them'

c) Irregular Appointment of Staff
The Audit Commission reported that a review of personnel files revealed that some

staffs were appointed as short term staff for MRH Project contrary to the provision

of Staff Rules and Regulations.

d) Irregular Procurement of Tablets and Server Racks

the Year Ended 30h June 2017
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The Audit ComrXTission reported that MRH procured a server rack and tablets worth

USD 15,104 from Benson and Company (T) Ltd without the Evaluation

Committee'r p."ii*irary examination and technical evaluation which is contraryto

the procurement guidelines.

e) tnadequately Slrpported Education Allowance
The Audit ion review of respective allowances revealed that USD 40,500

paid for allowance lacked supporting documents which are mandatory for

the payment of allowances. In addition to that, a voucher for USD 3,500 with

respect to the was not presented for audit despite several efforts to remind

management on matter.

0 Failure to YAT from Partner States Worth USD 5,377

The Audit 's review of the Project's books revealed that a total of USD

recoverable VATsnot been claimed from Partner States. Some ofthe
#"k as 2012.

5,377 that had
were dating AS

Committee Reco dations

The Committee recommends to the Assembly
ensure that Managbment of EAC addresses the

to urge the Council of Ministers to

issues in the Audit rePort.

3.11 EAST Arnric,4N HEALTTT RESEARCH COMMTSSTON

3.11.1 FrN REPORTING

3.11.1.1Non Timely submission of Financial Statements

The Audit reported that the financial statements for EAIIRC were

submiued to the A
of Financial Rules

Commission
Regulations.

on 1 ls October 201"1 conttary to the requirements

Committee Obser{'ations

Non-timely submi$sion of tinancial statements hinders the Audit Commission's

obligation to accofiplish the audit timely and provide insufficient time for proper

planning of the aud1t.

Committee Recorl mendations

The Committee repommends to the assembly to urge the Courucil of Ministers to

ensrte that Manalement of EAHRC submits/inancial statements in time as provided

in the EAC Finandtal Rules and Regulations.

Ended 3Ah hne 2017
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3.1,1.1.2 Overstatement of accruals and payables

The Audit Commission reported that included in the accruals and payables a balance of
USD 3 15,403 were cornmitments amounting to USD 240,883 recorded as payables. The
account commitments related to IT equipment, furniture and fixtures and generators.
However, the items had not been recei.red as at 30m June 2017 thereby violating the cut-
off principle.

Management of EAHRC informgd the Committee that all the items have since been
delivered and the EAHRC HQ partitioning process was ongoing. The additional
tansactions in the trial balance were in relation to activities whose additional
doeumentation has been availed to the Audit Commission.

Committee Observations

With the noted difference, there could be misstatement of the accounts payables in
books.

Committee Recommendations

The Committee recommends to the Assembly to arge the Council of Ministers to
ensure that Management of EAHRC:

i. Accountsfor the dffirence tkat has been noted;
iL Avails sapporting documents for the respective payables to the Audit

Commission to be uble to conclude on the respective account.

3.II.2 OTHER OBSERVATIONS

3.11.2.1Rent Paid for the Premises which is not being used by EAIIRC

The Audit Commission reported that despite the Commission's staffs being situated at

the EAC Headquarters in Arusha, on22nd May 2017, EAHRC rnade a payment to the
tune of USD 15,000 being a five month rent payment for hiring office premises between
July 2017 and November 2017. Audit reported that the rent paid was a waste.

Managernent of EAHRC informed the Committee that the Commission signed the

office lease agreement on 1't June 2017 therein taking possession of the building and
hence was under obligation to pay rent since the building was no longer available for
any other parfl to lease.

Committee Recom mendations

The Committee recommends to the Assembly to urge the Council of fuIinisters to
ensure that Management of EAHRC should stop paymentsfor items or services which
they are not in need of,

Report of the Assembly on the Audtted Accounts of the EACfor the Year Ended 30h lune 2017
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3.ll.2.2Absence of nitt Management Guidelines

The Audit sion reported that a review of the EAHRC corporate govemance

structure revealed of risk management guidelines

the near future.

Ended 3fr June 2017
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Committee Obsel'ation

Absence of risk management guidelines exposes EAI{RC to a risk of going concern and

not achieving its odjectives as planned.

Committee Recodmendation

The Committee re€ommends to the Assembly to urge the Council of Ministers to

ensure that EAITRC Management develops comprehensive risk management

guidelines that woqld safeguard itfrom risks its likely to face.

3.ll.2.3lnappropfiate Application of Single Sourcing Procurement Method

The Audit Commission reported that dwing the year under review, EAHRC procured

tickets services nlortt, USO 28,514 but there was no evidence indicating that

competitive tender[ng was done as required by Section 6.2.2 of the Procurement

policies and procedurles Manu al,20l6.Further, there was no evidence that the supplier,

CharlestonTravelLimited,hadmetthequalificationsofsinglesourcing,

Management of EAHRC informed the Committee that Charleston Travel Agencies is

an official EAC Sdcretariat agent for tickets, and that the contract had been procured

competitively and a frameiork contract signed between EAC Secretariat and

Charleston Travel Agencies.

Committee ObserYation

Violation of procupement procedures denied EAHRC opportunity to have access to

quality goods or services at a reasonable price.

Committee Recoilmendation

The Committee rdcommends to the Assembly to urge the Council of Ministers to

ensure that Management of EAHRC:

i. Abides by the established procurement guidelines to enable EAHRC obtain

valae for mQney in its procurements;

Report of the on the Audited Accounts of the EACfor the Yeat

Management of whereas it recognizes the

importance risk management guidelines, the Commission is utilizing the risk

that were set up by the EAC Secretariat. Management firthermanagement
informed the that given budgetary limitations, it may not be possible for the

EAHRC to set up its own risk management structure and guidelines in



ii. Procures a travel agent through a competittve process to avotd the single
s o urc in g pr o cur ement meth o d ;

iii. Immediately htres a Procurement Officer to undertake to the procurement
activities of the Commission.

3.11.2.4 Restricted Access to Original Personnel Records

Regulation 82(3) of EAC StaffRules and Regulation, 2006 requires a personnel file to
ha.re .nhere necessary, a letter of application for the job, letter of appbinEnent, letter of
acceptance of appointment, confirmation, personnel decisions on salary
assessment/adjustments, promotions, change of incremental date, change in names,
recornmendation letter, approved annual and home leave, sick and special leave,
medical certificates of fitness for service, official oath, declaration of next of kin,
appraisal forms and any other official records on a member of staff.

The Audit Commission reported that upon review noted that the files that were
submitted contained only copies of some of the information required instead of the
original ones. In addition to that, the copy files had incomplete records. Records like
the offrcial oath, letters of acceptance and declaration of next of kin were missing for
all the files reviewed. This is contrary to Regulation 82(3) of EAC Staff Rules and
Regulation,2006.

Management of EAHRC informed the Committee that additional documentation and
information was availed to the Audit Commission and that Management undertook to
ensure that the files have all the necessary documents regarding staff.

Committce Ohscrvation

Restricted access to original personnel records limited the Audit Commission's review
since some required information was missing. Furthermore, the authenticity of copy
records that were included in the copy files became questionable since there was no
access to the original copies.

Recommendation

The Committee recommends to the Assembly to urge the Council of Ministers to
ensure that Management of EAHRC maintains employee Jiles complete with the
nec e ss ary do c ume ntatio n re gar din g staff

3.12 LAKE VICTORIA BASIN COMMISSION

3.12.1Review of Internal audit function

The audit Commission reported that on reviewing the Internai Audit Work Plan for
201612017 and the quarterly progress reports, the Commission observed that the internal
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audit function is yqt to fulfill its mandate as regards its scope of work contrary to

Regulation 3.4.5 of the EAC Internal Audit Manual.

Furthermore, the 10n reported that it was not availed with the audit files

containing adeq and detailed docurnentation (including working papers) for the

audit and evidence findings in the quarterly audit reports.

There was no that a review of the control environment of LVBC was carried

out and as such the of the Internal Audit function "To add value to EAC organs

and institutions a systematic evaluation of risk management and govemance

process" may not achieved.

Management of L informed the Committee that quarterly progress reports from

the Intemal Audit ate presented in the quarterly Management Committee

Meetings alongside with other reports from Projects/Programs and departments. The

focus being the of implementation of recommendations from both Audit

Commission and Audit and Risk Committee. Progress of implementation of the

quarterly plans and approval by the executives of the following quarterly

operational plans is reviewed during the meeting.

Furthermore, informed the Committee that having earlier noticed some

challenges in the Audit Department, it convened a meeting between the

executives and the Audit staff to address and give guidance on the identified

challenges and guidance Some ofthe issues addressed included work

load allocation
thereafter provide
and regular (real time) monthly reporting of intemal audit findings to

the Executive Management pledged to continue to follow up on the action

plan

Committee Reco dation

The Committee to the Assembly to urge the Council of Ministers to

ensure that t of LVBC:

approach to Internal Audit assignments;

of LVBC maintains effective controls by evalaating their
t. Effects a
it. Internal

efficiency and promote co ntin uo us imPr ovement.

3.12.2 Weakness in Budget Management

a) Budget pe ce:

The Audit 's review of budget performance as at 30ft June 2017 showed

that though the C had budgeted to sPend USD 9,497,529, it was able to sPend onlY

usD 4,298,277 was 45Yo of the budget. This was in violation of Regulation 30

of EAC F.inancial and Regulation.

Management of C informed the Committee it has established a Planning,

Moni Team whose role others is to an m-

3N lune 2017
Page10T

Report of the

and

on the Audited Accounts of the EACfor the Year Ended



depth arrd comprehensive review of the annual operational pTans and budget estimates

proposals as well as reviewof the approved activities andthe-budg.et otr quartptly basis
and report to Management. LVBC regularly convenes management meetings on a
quarterly basis to review the physical and financial achievements of the project. A mid-
term review of the budget execution is also carried out to form a basis for the following
year plans and Budget estimates.

Committee Observations

Budget lines for which funds were allocated were not used as required hence the

associated objectives were partially attained

Committee Recommendations

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

efisure that Management of LVBC:

i. Ensures that funds budgeted for ure used in line with budgeted plan acttvities
to avoid budget underutilization;

ii. Makes necessary follow up during budget execution arud review processes to

ensure that the budget is appropriately execated.

3.12.3 Weaknesses in recovery of advances

The Audit Commission reported that there was an increase of 612% in the salary,

housing and imprest advances from USD 16,077.05 reported in the previous year to

USD i 14,434.02 reported during the current year i.e. an aggregated increase of USD
98,356.97 . The Audit Conunission fruther noted violatiou of Regulation 54 (4) of thc

StaffRules & Regulations (2006) relating to payment of salary advances and Regulation

40 (3) of the Financial Rules & Regulations (2012) relating to imprest.

Management of LVBC informed the Committee that it has endeavored to recover the

outstanding staff imprest. However, before closure of the FY, funds had been advanced

for the activities which were scheduled to take place in the first week of July and these

firnds have been subsequently retired. Additionally, Management undertook to

continually enforce and enhance the controls regarding imprest management.

Committee Observations

There were weaknesses in the control and enforc.ement of management procedures in

regards to advances.

Committee Recom men dations

The Committee recommends to the Assembly to urge the Council of Mintsters to

ensure that Management of LVBC enforces due control in the management of staff
salury and beneJits' payments

3tt' June 2017Report of the Assembly on the Audited Accounts of the EAC for the Year Ended
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Management of L C informed
implement the
practical

the Commiuee that it would assess and proceed to

in the Board of Survey Report where feasible and

mmendationsCommittee Reco

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

ensure that Managtement of LVBC implements recommendations made by the Board

of Survey.

3.1.2.5Unders g of the Procurement Unit

's review of the Procurement activities noted that the
The Audit
Procurement had delegated her duties to the ICT Officer during the time of her

maternity leave the ICT officer had Procured some of the Commission's items such

as InspiroPeople
11,368.

One that was Procured at USD

the SecretarY to Procurement Committee

]oftware 
License from Advance

Co mmittee Observations

i. Inadequate Jtuffng in the Commission's procurement department

ii. With the "p""iitaffing 
level in the Procurement Unit, duties cannot be

adequately [*er=eur"A 
as'requircd by the Financial Policies and Procedtlres

Manual'

Committee

The Contmittee to the Assembly to urge the Council of Ministers to

ensure that of LVBC:
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3.12.4 Review of of Survey report:

The Audit reported that the Board of SurveY Report for the Year ended 30ft

June 2017 noted vehicle CD lEACl which had been in use for more than seven

years had become liability to the Commission because its maintenance costs were

usD 10,000 the year under audit. The Audit Commission had fi'rther

recofilmended for RV Jumuiya disPosal of non-serviceable sPare Parts, scheduling

and conducting and regular audit of RV Jumuiya oPerations among others, The

Audit Commission that these recommendations had not been implemented.

(PPPIVQ of 2011
responsibility for

In addition, 3.3.L (2) of the Procurement Policies and Procedures Manual

Unit has overall functionaltl:laj- the head of the Procurement

procurements carried out bY the Commission. In this role the Head

of the as an individual has a number of keY responsibilities which shall

or designated to members of the Procurement Unit such as



i, Liaises with EAC-HQIo ensryre that the Procurement Unit is established based
on the current Commission work load; and

ii. Assigns or allocates appropriate staff .to-the Pracurement U.nit to mitigate
potential risk.

3.12.6 F ailu re to complete Kisumu LYBC-Headquarters' Of.fice development.

The Audit Commission rep-orted-!@t s!n9-e-the gqmp!5:trgn 9f the fencing rn 2012, +he

development of the HQ Oftrce has been at hold. In JulyZOl6 the'CounciltTMinistei5
passed a resolution requiring the Commission to open a separate bank account to set
aside funds for HQ development. The Commission opened a reserve account of which
as at the time of the audit the balance in the reserve account was $ 46,314 while the
estimated construction cost was USD 3,500,000. Audit frrther noted that the
Commission has a draft management plan pending for submission to Cotrncil of
Ministers for approval.

Management of LVBC informed the Committee that there have been various effiorts
towards HQ office development. Such efflorts include:

Development of a concept note on the financing of the construction of LVBC
Headquarters (presented at the 15th Sectoral Council of Ministers) for LVB
recommendation to the Council to direct Partner States to make equai
contributions towards the construction of LVBCHQ;
Preparation and presentation at the 18th SECOM of a design complete with
technical drawings and cost estimates of USD 3.54m tbr the construction of the
LVBC headquarters; and
Preparation to subrnit cosl estimates during the upcoming 36th EAC Council for
consideration.

a

Committee 0bservations

Lack of an approved implementation plan may lead to poor planning for the
construction of the Headquarters building.

Committee Recom mendations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensure that Management of LVBC:

i. Continaes servicing the reserve account anri develops a concept/motivation
paper for fund solicitution from Development Partners as well as Partner
States;

ii. Expedites the process including sabmitting cost estimates to Council of
Ministers for approval and deciston making.

3.12.7 Lack of reliable Generator during power rationing

Report of the Assembly on the Audited Accounts of the EACfor the Year Ended 3th June 2017
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The Audit Commis reported that despite the installation of the standby generator,

during power the generator could not be operated because the workload ofthe

Commission is
17KVA.

25KVA while the available generator capacitY is

problem and incident management mechanism;

management and retention mechanisms in the policY

prograrnme for LVBC staff
system requirements when acquiring IT systems

arb no
which is open;
humidity detectors installed at the Data Centre

Management of L\IBC informed the Committee that it has undertaken measures to

initiate a budget ppoposal for the provision of Power generator in the next year

2018/2019 Budget.

Committee Recommendations

The Committee reqommends to the Assembly to urge the Council of Ministers to

ensure that Management of LVBC solicits for a permanent solution to avoid work

breakdown during lhe power rationing.

3.L2.8 Weaknesses in ICT Management

Audit revealed the foilowing:

a) Absence of IT Strategic Plan
b) Inadequacies in the IT Policy such as:

. ICT outspurcing andthange management not being addressed in the cunent

policy;
. Lack of
. Lack of

c) Lack of a
d) Failure to
e) Anomalies at Data Center including:

. The Centre is located in a very open place at the LVBC premises;

. There is no burglar proofing for the Data Centre;

. The Data Centre is not built with flre-resistant materials;
r I biomotric access is used at the door not supplemented with physical

secured locking system;
There is no
The UPS in

CCTV installed to monitor access to the Data Centre;

the Data Centre can only run for one hour;

There is power suppression system in the Data Centre, no smoke detectors,

no fire , and no fire alarms;
are not tinted, and those inThe Centre glasses for the behind windows

the are half tinted;
There is log book for signing in for visitors to the Data Centre, audit could

not if the periodic maintenance people visit the Data Centre;

The control servers are not stored in the Data Center, theY are kept in

the IT
There

0 Inadequate IT $udget

a

a

a

a

a
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Committee Observations

The weaknesses in ICT manage-"rrt ut LVBC coulJ ha,r" hampered th,.*oott r*rring-
of its operations.

Committee R ecommendation

The Commiltee recommends-to the As-sembly to urge the Council of Ministers to
ensure that Management of LVBC reviews the ICT strategy and plans in order to
enhance mechanisms to address the oforementioned gaps and anomalies.

3.13 INTER LINIVERSITY COT.]NCIL OF EAST AFRICA

3.13.1 RE\ruEW OF FINANCIAL STATEMENTS

3.13.1.1 Budget underperformance

The Audit Commission reported cases of underperforrnance of the budget above 10olo

on some budget lines.

irlanagement of ruCEA infontied the Committee that the fi:nds ',vhich had been

expected in October 2016 after ruCEA fulfilled the conditions of effectives of the

financing agreement between ruCEA and the donors were received at the end of
December 2016,hence so the activities delayed the implementation of activities starting

in mid-January 2017.

Commiffee Observations

The budget lines for which funds were allocated were not used as required hence the

associated objectives were partially attained.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensilre that Management of IUCEA:

i. Uses the budgeted funds in line with budget plan activities to avoid budget

underutilization;
ii. Mahes ixecessary steps to foiiow up dui'ing budgei execution aitd revieiv

processes to ensure that the budget is appropriately executed.

3.13.2 REVIEW OF RECETVABLES

3.13.2.1 Long outstanding staff debtors on imprest not recovered USD 3,349

30h June 2017Report of the Assembly on the Audited Accounts af the EACfor the Year Ended
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Audit Commission'
had their imprest

review of the IUCEA books of accounts revealed that some staff

for more than one year in contravention of Regulation 43

(2-5) of IUCEA Rules and Regulations 20L4.

Committee

Management of fqJCEA informed the Committee that majotity ol the imprest

outstanding fo, *o["-tfr* ;"; t; were those under investigation and that it would

endeavor to conchfie the invest-igations on outstanding imprest to ensure that they are

accotrnted for in full.

Committee Obserl'ations

The long outstandi{rg unaccounted for imprest is an illegal advance to the concerned

employees.

Committe" R""oJ-endations

The Commtttee rebommends to the Assembly to urge the Council of Ministers to

ensure that Management of IUCEA ,"rouei, the amount owed by the employees

immediately as pe[the Financial Rules and Regulations in place'

3.13.2.2 Long o{tstanding subscription fees from IUCEA member universities

and corporate members

The Audit Commission reported that member universities and corporate members owed

to IUCEA a total 
"i 

UiO +Z 3,692 as at 30ft lwrc 2017 with a big portion of the alrears

pending tbr about two Years.

Management of rulCge informed the Committee that it had adopted several strategies

to ensure that members meet their obligations after the issuing of debit notes to members

during rt-1_ 2ot6li0;.-ih;;;m", i"*inder letters were sent to merrbers with

outstanding balances and that d,-ring the IUCEA Govemance Meetings, the status of

membership fee i$ tabled as one of the reports and-each of the Board Members

representing universities in their country is givln a list of members not in good standing

for their follow uPl

Furthermore, Manpgement informed this Committcc that with effect from last AGM

meeting held in Jrtr;r6G, t"pp"r. by IUCEA to its members to participate in IUCEA

activities is only e4tended to members who have fully paid their current FY subscription

as per invitation lftr"r;-ilpoJ io. staff exchange (mobility) are also caried out in

universities which u." it gooa standing for membirship fee paymenls for-the last tluee

years. Eligibility lt.;;;berinstituion to be elected on IUCHA Board or its Board

bommiue-e is only applicable to members who are fully paid up.

Recommendation
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The Committee recommends to the Assembly to urge the Council of Ministers to direct
Management of IUCEA to double its effor$ in pu.shing metnbers to poy their due
contributions and take reqaired measures-forlhosefailing to pay.

3.13.2.3 VAT not fully recovered

Review of other accounts receivables bythe A,udit Cornrnission showedthat,the balance
of VAT receivable was USD 119,024 :r;rthe current audit period, a drop by 47 % from
last year's closing balance of USD 226,109.

Management of IUCEA informed the Committee that it has put in place vigorous ways
and means of recovering \fAT, and that is why there was a reduction in the amount of
receivables from the previous year to the audit year.

Furthermore, Management revealed that the issue of VAT rejection is a cofirmon
occurrence that they had no conkol over being a result of the companies not filing in
time and is normally encountered whenever Management files for refund earlier than
the Companies do.

Committee Observations

The longer the VAT stays unrecovered, the more likely it will be unrecoverable in the
long run.

Committee Recommendation

The Committee recommends to the Assembly to urge the Council of Ministers to
expedite the process of recovery of the VAT refunds.

3.13.3 REVIEW OF PAYABLES

3.13.3.1 Delay in Payment of Creditors

The Audit Commission review of the creditors' aging list as at 30e June 2017 revealed
that IUCEA at times did not comply with Section 4.4.2.(b.i) of the Financial Policies
and Procedures Manual2}I4. As at 30th Jture 2017 atotal of USD 291,549, accounting
for 46Yo of the total outstanding amounts related to creditors was beyond 90 days. In
addition, included in current liabilities are long outstanding creditors totaling USD
76,158 which have been outstanding for a period of more than one year.

Management of IUCEA informed the Committee that it is in the interest of the ruCEA
to settle its creditors as expected. However during the audit year, IUCEA Secretariat
faced serious cash flow constraints due to delay by Partner States to remit their
contibutions on time and consequently were not able to meet her obligations as and
when they fell due.

Committee Observations
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Persistence to settlement of creditors may affect the reputation of IUCEA and

lead to litigation it. The presence of long outstanding payables also casts doubts

as to the of IUCEA liabilities.

Committee Reco4mendations

The Commtttee recommends to the Assembly to urge the Council of Ministers to

ensare that Mana$ement of IUCEA:

i. Endeavors to pay creditors on time;
ii. Analyzes thb genuineness of all long outstanding creditors and take necessary

action.

3.13.3.2 Unsup rted long outstanding payable

The Audit reported that included in the books of accounts of IUCEA for

the year ended 3 2077 was an amount of USD 68,972 under another account

payable rLamely " tion for Eastern and Southern African Universities (AESAII)"
This amount was not supported by
brought forward as payable balance.

any verifiable supporting document and was just

Management of informed the Committee that the AESAU had ceased its

operations and 68,972 was left to its accounts as membership fee. Since then

IUCEA has it as payable in its books of accounts.

Committee Obs

3.13.4.1 Unsup Rent Income

The Audit reported that contrary to Paragraph 3.3.2(n) of the ruCEA

Financial Policies Procedures 2014, included in'other ittcotue' was USD 34,492,

for house rent of USD 1,800 collected during a period of 12 months in the

Financial Year 201 17. The necessary documentation on the source of the income

such as tenancy and copies of receipts were not provided for audit scrutiny

which would tenant/ land lord agreement and receipt copies for the revenue

Oth June
Associa

The authenticity o{ the unsupported long outstanding payable in the ruCEA books of
accounts could be doubtful.

Committee Recon'f mendation

The Contmittee recommends to the Assembly to urge the Council of Ministers to

investigate this calg and take necessory action on the mentioned payable.

3.13.4 RE\rTEW 
9F 

rNCOi\m
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Management of ruCEA explained that the income from the rent was brought into
ruCEA books of accounts thro-ugh annual booking at the-bqgiffIirrg of,the year. Receipts

recognizing deductions from-payre[ of eaeh month were provided since the house was

being occupied by a staff member. Management further informed the Committee that it
had noted the comments and was in the process of resolving the issue of reguiarizing
the doctrmentation

Committee Observations

Without detailed disclosure of the origin and basis of the income, it was difficult to

establish whether ruCEA was getting fair value from this source of revenue.

Committee Recommendations

The Committee recommends to the Assembly to urge the Coancil of Ministers to
ensute that Management of IUCEA:

i. Regularizes ownership of the property;
ii. Recovers the money owed to IUCEAfrom the staffmember.

3.13.5 REYIEW OF ASSETS

3.1-1.5.1 Gaps noted ln the meuegement of flxed deposit investment

The Audit Commission reported that IUCEA Management had investments in the

following fixed deposits:

. usD 4,000,000 (arrears) in DFCU and Baroda Bank located in Uganda;

. USD 85,300 (ruCEA Fund) equivalent to UGX 300,000,000 invested in KCB;

. USD 1,429 held with bank of NBC-Dar salaam, tnTaruatia.

A review of these investnents revealed the following gaps:

i. Lack of a clear policy on the management of utilization and investment of
arrears fund
Audit Commission noted that there was no clear policy dedicated on the

management of utilization and investment of arrears fund. The guidance in the

Policies and Procedure Manual 2014 being used by ruCEA is generic and does

not capture pertinent issues or give clear guidance on how to manage these alrears

funds.

ii. Dormant investment reported by IUCEA
ruCEA reported in its financial statements, an investment "Fixed Deposit"

amounting to USD 1,429 held with NBC- DSM. However, the Audit Commission

noted that this fixed deposit was dormant. Furthermore, there was no certificate

for this Fixed Deposit and no proof of bank reconciliation made for that account

3Ah June 2017
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Management of informed the Committee that it acknowledged the Audit

Commission's and pledged to ensure that a PolicY ProPosal IS

developed on of arrears as well as embark on addressing the issues raised.

Committee

i. Without policy on the management, utilization and investment of the

AITCZITS the funds may not be used for the intended objectives.

ii. The and completeness of the investment "fixed deposit" with NBC-

DSM to USD 1,429 which has been dormant for three years is

doubttul
deposit.

IUCEA is not getting any interest for the fund reported as fxed

Committee dations

The Committee to the Assembly to arge the Council of Ministers to

ensure that of IUCEA:

i.

ii.

3.13.6 RII\rIEW OF PROCT]REMENT

3.13.6.f Absence o[ a Register of Personal Interests

Contrary to IUCE,AIFinancial Policies and Procedires Manual2}l4 1.13.5(a) to (c), the

Audit Commissiori reported that the IUCEA does not have a Register of Personal

Interests.

Management of CEA acknowledged the absence of a signed register of personal

interests and ed to ensure its implementation with immediate effect.

Committee Obs

In absence of a document, there is no assurance whether the Institution is

transacting with
absence ofsuch a

having interests within IUCEA Management or staff The

denies the Institution due trust and transparency in ensunng

that value for is obtained in the selection of suppliers

Committee

The Committee to the AssemblY to urge the Council of Ministers to

ensure that t of IUCEA comPlies with the Rules and Regulations

governing the by creating a Register of personal Interests'

Ended 3fr fune 2017
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J.lJ.o.z Delayed consultancy services for development, testing, and
commissioning of a web based.Victoria Research Jnitiative (VicRes)
Management System flfRIM$)

The Audit Commission reported that on 13ft December 2014, an agreement was signed
between IUCEA and University of Dar-es-Salaam Computing Center (UCC) for
consultancy services for the deve_lopmenJ,_legting, and commilsiqqg gf a web based
Victoria Research (VicRes) Initiative Management System (VRn{$. The agreed
amount fbr all vrorks contracted for was USD 33,087 and the execution period was to
end 31 January 2015. At its beginning, the project was supported by the Govemment of
Swcden ttrough the Swedish International Dcvclopment Cooperation Agency (SIDCA)
which ended on 3l't December 2014. Hardware equipment worth USD 57,336 were
supplied and handed over to IUCEA, the total value of the project becoming USD
90,423.

The Audit Commission reviewed the implementation of the said agreement between
ruCEA and UCC and noted the following gaps:

a) UCC did not comply with the contract and delayed to deliver the agreed

consultancy service when the execution period expired by 31 January 2015.
Hence the contract delayed for 1,005 days.

b) The signed agreement did not provide for the rate of penalties that would be

charged to UCC for delay.

Management of ruCEA informed the Committee that the VicRes Research
Management Information System had since been completed and what was rernaining
was a few adjustrncnts to the interface as discussed witlt UCC in August 2017. The
system is accessible on the IUCEA website (rup://vrmis.iucea.org) and is visible to
researchers within and outside the region to read abstracts for research projects that
came from the VicRes project. UCC uploaded the completed version of the system to
the IUCEA seryers on2nd November,2017.

Co mmittee Observations

i. The delay in the execution of the project affected its end objectives and IUCEA
did not obtain value for money due to project execution delays;

ii. Failure to speciff penalty rates chargeable to the contracting parfy is an indicator
of poor contract management.

Committee Reco m mendations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensure that that Management of IUCEA:

i. Contacts the consultantfor the completion of the delayed proiect;
ii. Endeavors to improve contract management.
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T

3.13.6.3 Weaknesses in the contract management for contract of supply,

installatiop, Testing and commissioning of ICT equipment for IUCEA HQ

building

The Audit
80,269.05
ruCEA H

reviewed the implementation of the 3 -week contract worth USD

for installation, testing and commissioning of ICT equiPment for

and noted the following weaknesses:,Q

a) Failure to obtain a performance guarantee;

bj Undenned execution period aftei limitations in complying with the initial contract-' 
.""."tio" peripd. T.ne euait Commission was not provided with evidence on the

new end of thd execution period for the said contract;

c) Delayed completion of the contract.

Management of IUCEA
installation and telting o,

equipment has been tested

informed the Committee that the contract for supply,

f ICT equipment had since been completed and all ttre

and rolled out to the production environment and are being

effectively util by IUCEA. Management further stated that the comPletion

certificate for the ect would be issued to the vendor before the end of November

2017.

Committee Observations

i. Failure to oLltain a performance guarantee from the provider could cause ruCEA

to incur a fr]nancial loss in case the provider fails to comply with the contract

terms and ccinditions;
ii. Failure to precisely state the execution period does not allow for monitoring of

the contract']s impiementation, and for penalties to be applied where there have

been delays;
iii. The delayed execution of the contract is an indicator that the end objectives was

not reached on time.

Committee mendations

The Committee
ensare that Man

i.

3.13.6.

The Audit
Land Cruiser

to the Assembly to urge the Council of Ministers to

of IUCEA:

to improve contract management by recruiting a Senior Legal

Officer wilt be responsible for contract management;

ii. Cornplies the provisions in the contract;

in the disposal of IUCEA motor vehicle

review of the disPosal Process of IUCEA motor vehicle ToYota

No. CD 124 }lU revealed that the bid was onlY allowed to

the Year Ended 30h June 2017
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IUCEA staff and not to the general pubiic which is against the principle of effective
competition. The vehiclewaseveatrratrly sold to an It#EAstafE :

Committee Observations

Failure to comply with principles of effective competition by only allowing bids from
ruCEA staff could have denied ruCEA to gain more proc"eeds ftom the asset that w.as

being disposed of.

Co mmittee Reco mmendations

The Committee recommends to the Assembly to arge the Council of Ministers to:

i. Institute disciplinary measures against the Head of Procurement and the
Executive Director of IUCEA for superintending over a dubious disposal of
IaCEA vehicle;

ti. Ensure that Manogement of IACEA stricily cbmplies with the principle of
effective competition by ollowing the general public to participate in assets

disposal.

3.I3.7REV[EW OF INTERNAL CONTROL SYSTEM AI\D CORPORATE
GOVERNANCE

3.13.7,LWeaknesses in condricting ttre end year assets inventory counts

The Audit Commission reviewed the assets inventory counts conducted at the end of
the FY as availed by IUCEA Management and reported the following gaps contrary to

Regulation 87 of ILICEA Financial Rules and Regulations 2014:

i. There were no names indicating which members of staff (different from staff in
charge of . day to day management of assets) that had conducted the assets

inventory counts. Audit Commission was therefore unable to confirm whether
the assets inventory count was adequately conducted.

ii. As a requirement of the Regulation 87 (5), the assets inventory count conducted

at the year-end should be submiued to the Executive Secretary. There was

however no evidence that the report was submitted to the Executive Secretary.

Management of IUCEA informed the Committee that at the beginning FY 2017 /18, they

had obliged with the regulations through the Board of Survey to carry out an end of year
qccefc inrrentnrrz cnrrnf

Committee Observations

Without assurance that the assets inventory count was adequately conducted and

reported to the Executive Secretary, it cast doubt on the adequate control of IUCEA
assets.

Committee Recommendations

;,
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The Committee ds to the Assembly to urge the Council of Ministers to:

i. Reprimand Principal Accounts Officer for failure to comPlY with the

IACEA Rules and Regulations by not performing the end of Year assets

inventory
ii. Ensure IaCEA Management conducts an assets inventory count as

required bY

3.13.7.2 Lack of a

87 of IUCEA Financial Rules and Regulafions 2014'

This is a risk area

regulations.

r cash count

Manual 2014.

Management of IU informed the Committee that the Internal AuditUnit witnesses

the end ofyear count which impacts onthe financial statements figures of IUCEA'

Management informed the Committee that weekly reconciliation of the Pre-

numbered receiPts to cash collections would in future be done by the Assistant

Accountant. hardly has any cash at its disposal'

Committee Observations

ManagemerfiofruCEAisnotcomplyingwiththerequired

Committee Reco

The Committee nds to the AssemblY to urge the Council of Ministers to

ensure that strictly abides bY the rules and regulations governing the

Institution bY regulur petty cash controls are regularly performed and

weekly done to the pre-numbered receiPts bY th e Assistant Accountant.

3.13.7.3Absence of a clear and precise policy for the management of the gratuity

scheme

The Audit reported that included in the financial statements of IUCEA for

the year ended 30th une 2017 is an accumulated gratuifY amounting to USD 433,733

The Management the gratuity scheme was entrusted to ICEA Life Assurance

Company Ltd (I Life) with which ruCEA signed a contract

Regulation 101 ruCEA Staff Rules andRegulation 2014 used as guidance for the

management of does not give clear guidance on how to manage gratulty

contribution by IUCEA on monthlY basis

Management of fU informed the Committee that ruCEA has a new policy inplace

within the Staff and Regulations. It further informed the Committee that ruCEA

the Year Ended 3P lune 2017
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and that no report
reconciliation of

reported that there were no cash counts by the Internal Audit

cash count was performed by the Intemal Auditor and no weeklY

pre-numbered receipts to cash collections was done by the

Assistant This IS contrary to the IUCEA Financial Policies and Procedures



has initiateci a new policy to address the management of gratuity scheme for the staff
and is in the process of developing the guidelines to operationalize it. Management
pledged to review the regulations and to put in place guidelines as recommended by the
Audit Commission.

Committee Ohservations

Absence of a clear and precise policy guiding the management of the gratuity scheme
may prevent both employer and employees from getting the maximum benefits that
could come from the gratuity fund.

Committee Recommendations

The Committee recomrnends to the Assembly to urge the Coancil of Ministers to
ensure that IUCEA Management ensures thut there is a clear and precise policy
dedicsted to the management otthe grataity scheme.

3.13.7.4 Absence of open competitive bidding

A contract on the management of gratuity scheme was signed between IUCEA and
ICEA Life on l't January 2017 for a period of six months ending 30ft June 2017.
However the Audit Commission reported that it was not provided with any evidence on
the competitive process for selecting ICEA Life as a provider.

Management of ruCEA informed the Committee that the advertisement initially
attracted no bidder. Later on, only one bidder turned up, who happened to be ICEA Life.

Committee Observations

Without competitive bidding, ruCEA may have been denied returns on the gratuity
fund. The Committee fuither observed that the authenticity of the bidding process and

the response provided by Management was doubtful. The Committee noted that there
were a number of companies that would ideally have been interested in the management

of gratuity of IUCEA had the process been fairer and more transparent.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensure that IUCEA Management infatare places advertisements throughout the East
African region in order to attract a greater number of interested bidders.

3.13.7.5 Annual interest on gratuity fund not claimed and accounted for

The Audit Commission reported that IUCEA did not request from ICEA the proof of
declared annual interest rate to be applied in the calculation of arurual interest for the
year ended 30 June 2017. Consequently no follow up was made in order to find out the

amount of interest to be received on the gratuity fund.
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Management of informed the Committee that IUCEA on an annual basis writes

to ICEA to the status of funds and interest generated on the gatufy schetne,

provides a certificate regarding the annual interest earned fromtheand in return,
scheme.

Committee

revenue gains from
account for annual interest on the graturfy firnd could deny IUCEA

the firnd.
Failure to claim

Committee

The Committee to the Assembly to urge the Council of Ministets to

ensure that of IUCEA claimsfor annual interest on gratuity'

3.13.7.6 Delay to the existing contract or recruit a new independent party to

manage the

The existing

3.13.7.7 Positions

fund

contract between ruCEA and ICEA Life for the management of

gratuity scheme on 30e hne 2017. The Audit commission noted that the

contract with Life was not subsequently renewed yet ICEA Life continues to

scheme.manage the

However, of IUCEA informed the Committee that it had already recruited

an independent to manage the gratuitY fund.

Committee

Delay to renew the contract or recruit a new independent party to manage the

graturty scheme a weakness in management of gratuity because the funds in the

hands of ICEA not govemed bY anY agreement.

Committee endations

The Committee to the AssemblY to urge the Council of Ministers to

ensure tltat of IUCEA immediatelY validates the contract for
management of grataity scheme.

of filled despite recruitment approval

ns

The Audit noted that recruitment dwing the year ended 30th June 2017 did

an Executive committcc meeting on 6th october 2015 whichnot take place
for different positions to fiIl some of the vacant posts in theapproved the

ruCEA structure

Management of informed the Committee that it had advertised and conducted

interviews for two
Legal Officer. The

tions, i.e. Chief Research and Innovation Officer and Senior

enior Legal Officer has since been recruited while for the position

Ended 3fr lune 2017
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of Chief Research and Innovation Officer, one of the eandidates petitioned the East
African Court of Justice (EAeIlon thepro-e-e.s-s. Managernent.i+cu:rently.working'with
German Technical Cooperation (giz) in the area- sf, researsh and innovations while
awaiting the decision of the Court on the matter before it can proceed with the
recruitment process.

Management firrther informed the Committee that it was awaiting for the enhanced
contribution from Parfner Srares to-tse a-ble m fifl thc-restofthe-positions.

Committee Observations

The exercise of IUCEA's mandate was affected following failure to recruit personnel
for approved positions.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensare that hat Management of IUCEA prioritizes its human resoarce needs andfills
vacant positions core to its day to day operations.

3.13.7.8 Non Compliance with NSSF Act

The Audit Commission repofred that IUCEA ldanagement faiied ic carnply with tlie
NSSF Act by not effecting monthly contributions to NSSF; and neither was a Certificate
of Exemption from the Fund availed for verification. In 2012 NSSF Uganda had placed
a clarm of USD 3,812,422 as alrears in respect of contributions to NSSF by IUCEA on
behalf of its employees. Although ruCEA was advised by EAC Secretariat that EAC
Organs and instifr"itions are iiot subjecteci to iiSSF requdremenis in their host Fariner
States, the matter has not been resolved with NSSF Uganda.

Management of IUCEA informed the Committee that ruCEA was in the process of
establishing a retirement scherne .rhich is a prerequisite for getting exemption from
NSSF payments. Once it is established, Ministry of East African Community inUganda
will assist it to get the exemption from Ministry of Finance, planning and Economic
Development of Uganda.

Committee Observations

The claim may adversely affect the operations of IUCEA in case the matter is not settled

and the liability falls due.

Commiftee Recommendations

The Committee recommends to the Assembly that fufanagement of IUCEA involves
EAC competent Organs to ensure that the matter is concluded as the resolution would
be beneJicial to the whole Community.
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3.n.7 Absence of a documented IT policy on emergency procedures
Review ITpo Audit Commission revealed that to the UCna lct

Iicy by the
of20I4 Section 13.15, the Institution did notprocedures policy in place.

contrary
have a documented and rcsted

exPeded

to
ofIUcEA informed the committee that it was working on the poricyandensure that the policy It io pru." ui ti" ,,ru."quent Audit exercise.C,

In case

Courmiftee O

recovery plan

The

Observations

emergency, the personnel involved might not be aware of what isltorn and this could jeopardize ruCEA operations
Conrmiftee Reconrmendations

ensure Assembly to urge the Council of Ministers to
on

ltrocedures.
expedites the Process of destgning an IT Polic!

3.r3.2I0

The Audit

ce of a disaster

ron reported that contrary to IUCEA ICT Policy Document of 2104,section I3.I ruCEA does nothave a disaster recovery plan that could work asbac,lcr]Prn case of witfun the IUCEA data system.
Managernent ruCEA informed the Committee thatadraft disaster recoveryplan wasconsidered the ICT Steering Committee meeting held on 17tr 2015 arfi bassrgned an April

Frnancial with the Sun Systems provider to provide offsite backup for the
Ioss of System Databases, as a temporary measure to curb any risf< olf
Further, the

at the pnmary site.

own offsite DR Site
ttee was informed
jointly with the EAC Secretariat

that IUCEA is
to share costs in its developmetrt'
Iooking at ways of developtng itsIn the

such as fuII
vanous measures haye been taken to s ecure or ganizational rnformatio nof data.

tions

able to recover its data in case of a disaster. The Cornmitt ee fixtttetwas a cross_cufting issue with EAC Institutions.Conrnritee Reco endations

to safeguard its
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3.13.7.1i dbsence of an

The Audit Commission

Offsite Stora ge F acility

[JCEA does not

ICT Policy 6n ResPonse Plans to Disaster Recovery'

Managensrl of IUCEA
underway and would be

Commitls. Observations

IUCEA6ay notbe able to recover its data and

urge the

in Place
::ffi,"'{'Yff';;:"i&



emergency procedures policy in Place

Management of informed the committee that it was working on the Policy and

undertook to that the policy is in place at the subsequent Audit exercise.

Committee Obseivations

In case of emergerlcy, the personnel involved might not be aware of what is expected

from them and ttriq could jeopardize ruCEA operations'

Committee Recorhmendations

The Commtttee recommends tu rhe Assembly to urge the Council of Ministers to

ensure that Management of IUCEA expeclitei the pricess of designing an IT Policy

on emergencY Procedures-

3.13.7.10 Absencb of a disaster recovery plan

The Audit Commibsion reported that contrary to IUCEA ICT Policy Document of 2104'

section 13.l4,rucEA does not have a disaster recovery plan that could work as backup

in case of disaster within the IUCEA data system'

Management of informed the Committee that a draft disaster recovery plan was

considered bY ICT Steering Committee meeting held on 17ft APril 2015 and has

signed an
Financial

with the Sun SYstems Provider to provide offsite backup for the

System Databases, as a temporary measure to curb anY risk of

loss of at the primary site.

looking at ways of develoPing its

to share costs in its develoPment.

s ecnre or ganizational information

Committee

ruCEA may not able to recover its data in case of a disaster. The committee fi'rther

observed that was a cross-cutting issue with EAC Institutions'

3.13.7.gAbsence ol a documented IT policy on emergency procedures

Review of IT polic/ by the Audit commissionrevealed that contrary to the rucEA ICTI

Guidelines of 2014 Section 13. 15, the Institution did not have a documented and tested

Committee Recdmmendations

The committee vecommends to the Assembly to urge the council of Ministers to

ensare that Manpgement of IUCEA iiitopt ina mptu*ents a disaster recovery plan

to safegaard its lnformation as soon as possible'

the Year Ended 30h fune 2017
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3.13.7.1i Absence of an Offsite Storage Facility

T'he Audit Commission noted that IUCEA does not have an offsite gtorage facilit-y
except for the Finance Department information confrary to Section 15.t4 of the ruCEA
ICT Policy on Response Plans to Disaster Recovery.

Management of IUCEA inforered-+he{or.rxnittee that establistrmenlofthe.facility was
underway and would be readyatsthe E*e Headqu-arters-by 29!t Marehz01g, ,

Committee Observations

ruCEA may not be able to recover its dara and related informatior+inease of a disaster. .

Committee Recommendations

The Committee recomrnends to the A,ssembly to urge the Councit of Ministers to
ensure that Management of IUCEA puts in place in place an offsite storage facility
for the Cowncil's electrontc information.

3. 13.8 PTTYSICAI, VERIFICATION

The Audit Commission reported the following:

i. Physical verification of the two houses owned by the IUCEA on Plot 83/85
in Kololo.

The two houses owned by the ruCEA are in good condition. However the Audit
Commission revealed that, despite the fact that the case about the two houses is
under investigation by court, the said houses are currently occupied by people
whom the IUCEA claims not to recognize.

V/hen IUCEA llanagement met with the Committee, it informed the Committee
that IUCEA has since engaged the Ministry of East African Affairs and the
Counsel to the Community (CtC) at EAC Secretariat to assist it in resolving this
matter.

ii. Physical verification of the tucEA newly constructed building
The Audit Commission reported that the field visit to the ruCEA newly
constructed building revealed that despite the short time (six months) the
building had been handed over, there appeared at different parts of the building
some areas which were ciamaged and not repaired

Courmittee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to direct
Management of IUCEA to:

Report of the Assembly on the Audited Accounts of the EAC for the Year Ended 3Ah f une 2017
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i. Make continPous efforts with cTC and MEACA to ensure that the two houses

are-fully posressed bY IUCPA;
ii. Ensure thot repatr ioritloi,, iruo, of the building which are already damaged

is done to avoidfurther damage.

3.13.9 REYIEW OF THE AFRICAI\ CENTERS OF EXCELLENCE PROJECT

(ACE ID

The Audit Commission noted the following anomalies:

3.13.9.1 Delay to recruit for an approved position

Review of the projqct's 2016/2017 approved Procurement Plan revealed that despite the

World Bank Repo4 in which it was Jtut.O that IUCEA should hire a procurement expert

to work with the procurement Officer handling Project Preparation Agreement (PPA),

recruitment of the Procurement Officer together-with that of the Monitoring and

Evaluation (M&E) Specialist had not taken plu." by the time of the audit in October,

20t7.

Management of IIJCEA informed the Committee that it had achieved tremendous

progress in the process of the Procurement Assistant and Monitoring and Evaluation

(M&E) Officer for ACE II. Further, Management acknowledged that the delaY was

brought about by the World Bank guidelines on recrultment where it has to issue a

certificate of no before every next steP in the recruitment Process and

introduction of STEP system where all Procurement planned activities had to be

submiued online approved prior to any procurement of stafl services or goods.

Committee Obsefvations

Recruitments wero not being implemented as required and the project procurement was

not be done as agreed with the World Bank-

Committee RecoPmendations

The Committee rbcommends to the Assembly to urge the Council of Ministers to

expedite the recrilitment of the Procurement Officer in line with the mentioned report

so as to fasten thd,proiect's procurement processes'

3.I4 EAST AFRICAIV COMPETITION AUTHORITY

3.I 4.I IiINANCIAL REPORTING

3.14.1.1 Absende of Records on the Resources and Obligations of EACA

The Audit Commtssion reported that a review of EACA books revealed that there was

no record showin[ how much had been received from Partner States on behalf of EACA

Ended 3Uh June 2017
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by the EAC Secretatatand how much was in arrears by the period end. It was also not
clear whether the contributions frorn Devetropment Partners had been received or not.

The EAC Secretariat informed the Committee that in the year under Audit, EACA was
being manned by only one person (the Registrar) and it was therefore improper for this
one person to run bank accour'rts for the instittrtion since it would eontravenc ,the

Financial Rules and Regulations. EACA was fi.rnded from the EAC General Reserve
Fund and the Development Partners did not release their contributions amounting to
usD746,201.

EAC Secretariat further informed the Committee that Council had since approved the
appointment of a Deputy Registrar and that EACA would now be able to manage its
resources and to keep books ofaccounts.

Committee Observations

EACA did not a bank account and key staff to carry out administrative frrnctions. Only
the Registrar had been recruited during the time of the Audit. It was therefore improper
for EACA to run a bank account with a singie person as signatory. All the EACA
transactions were managed at the EAC Secretariat.

Committee Recommendations

Tke Committee recommends the Assembly to urge the Council of MinisterS to fully
operationalize the EACA by appointing key staff to manage the Authority such that
it can independently and fficiently caruy oat its mandate;

3.14.1.2 Untimely submission of tr'inancial Statements

The financial statements for EACA for the period ended 30th June 2017 were submitted
to the Audit Commission on 30ft October 2017 cortrary to the requirements of Financial
Rules and Regulations.

Management of EACA informed the Committee that the Secretariat had assigned a
temporary Accountant to EACA as recruitment is completed.

Committee Observations

Untimely submission of financial statements timely hindered the Audit Commission's
dutv to accomplish the audit timely and provide sufficient time for proper planning of
the audit.

Committee Recommendation

The Committee recommends to the assembly to urge the Council of Ministers to
ensure that Management of EAC is compelled to sabmitJinancial statements in time
as providedfor in the EAC Financial Rules and Regulations.

Report of the Assembly on the Audited Accounts of the EACfor the Year Ended 3Oh June 2017
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Paragraph 44 of thelIPSAS 23'

Management of g4Ce however informed the Committee that the adjusted Financial

Statements nua urr]# il;;;;;;d and copies sent to the Audit Commission for

recommendations.

co mmittee obser'f'ations

3.14.1.3 ImProPer ue Recognition

The Audit noted that contributions from Partner States amounting to USD

841,365 had not recognized as revenue during the Period under review desPite the

fact that the same been approved in the budget. The onlY revenue that had been

included in the is the transfer from the General Reserve. This was contrary to

Non-recognition o revenue had caused an understatement of EACA revenue for the

period. T'his also EACA rieht to receive Partner States contribution when theY

meet their o in subsequent financial Periods.

Committee Reco

Manua1,2013.

Management of
Draft Rules and

informed the Committee that for items marked under EACA

the activities had taken Place before 3OthJune. The dates

stated were the dates when matching the imPrest; and the same aPPlied to

the air tickets for same activitY.

Committee Obs ns

The Committee
ensure that of

Ended 3Ah fune 2017

The committee ricommends to the Assembly to urge the council of Ministers to

ensure that Mana[ement of EAC:

i. Is directed to accoant for the revenue as per approved ludryt;
ii. The E,\C Secretariat snoiiA account fir how much has been funded by

Development Partners to supplement the budget'

3.14.1.4 lmProgerCut-offs

A review of EACA records by the Audit Commission noted that cut-off was not

observed as some transactions relating;;;" p.:"-.gi"* year hadteen recorded in the

current accounting period contrary ,o"S""tiott t'12'4 oiitt" EAC Financial Procedures

Non-adherence td cut-off may cause significant misstatement ofthe financial statements

which in turn make users take decisiois basing on wrong information'

Committee Recgmmendations

to the Assembly to urge the Council of Ministerc lo
EAC is advisid to icord each transaction in the

Report of the on the Audited Accounts of the EACfor the Year
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respective accounting period so as to comply with the organization policies and
acco unting g uide lines.

3.14.1.5 rnadequate Disclosures on Rerated party Transactions

The Audit Commission reported that a review of respective disclosure in the financial
statements found them to be inadequate sjnce it dses not contain all disclosures tTrat are
required by IPSAS 20.

Management of EACA inr'orrred the Commitiee that it had taken up the audit
recommendation and had the disclosures prepared as per IPSAS Regulations.

Committee 0bservations

Inadequacy in the related party disclosures may mislead users of the financial
statements and misguide them in decision making.

Committee Recommendations

The Committee recommends to the Assembly to urge Council of Ministers lo ensure
that Management of EAC revtses the related party disclosires in the Jinancial
statements so that thelt comply wtth the reqairements of respective IhSAS.

3.74.1.6 Discrepancies in Summary of significant Accounting policies

The Audit Commission reported that a review of EACA financial statements revealed
irregularities in the notes contrary to IPSAS 1 requirements. These irregularities are
illustrated as follows:

i. On the basis of preparation, there was a statement citing the use of IFRSs and
IASs where there is no IPSAS to apply on certain areas. This is contrary to the
IPSAS since IFRSs and IASs are only for the Government Business Enterprises;

ii. Under Properfy, Plant and Equipment, the Authority had not illustrated whether
it had adopted the cost model or revaluation model as per requirement of
Paragraph 42 of IPSAS 17.

Management of EACA informed the Committee that the additional notes had been made
to the financial statements.

Committee Observations

Discrepancies in the notes may confuse users from uncierstanding the financiai
statements and hence affecting decision making.

Committee Recommendations

The Comntittee recornmends to the Assembly to urge the Courtcit of Ministers to
ensute that Management of EACA rectifies the matter by making proper disclosures
so that the notes are aligned to the standards and other guiclelines.

on the Audited Accounts of the EACfor the year Ended 3oh tune 20tZReport of the Assembly
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3.14.2 REVTEW PROCTJRMENT

3.14.2.1 Irregular rd of Contract to Sheny Jacksi f,'urniture

The Audit 's review of the evaluation Process that led to the award of the

contract revealed
LaserJet Pro 500

Sheny Jacksi Furniture Ltd was awarded a contract to suPPlY a

fact that it could onlY

per minute.
printer at a cost of USD 1,602 desPite the

print 30 pages Per while the minimum requirement was 40 pages

This was in of Section 8.1.2 (8) of the EAC Procurement Policies and

Procedures Manual,

Management of EA

16.

acknowledged the Audit finding and noted that Management

was rushing to the timelines since the FY was coming to an end. However

Management to ensure that in the future, the evaluation committees will be

advised to take of such details as specified in order to ensure compliance to

technical

Committee ns

There was of procurement regulations in the award of this contract which

denied EACA of a printer having specified qualities as the Provider did not

pass the technical that was set for the Printer

Committee Recommendations

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

this procurement and report to the AssemblY;

Ensure Management ofEAC is comPelled to act diligentlY and in the

best of the AuthoritY by strictly following the procurement

3.14.2.2 Irregular

Audit Commission

of Award bY Evaluation Committee

that a review of the tender for the supply of office furniture

revealed that the
catalogue offered

Committee had revised the furniture options within the

Mbasha Holding Limited after financial evaluation, effectivelY

increasing the inclusive of VAT from USD 18,575.796 to USD 21,675.83

This was contrary
Manual,2016.

Section 8.1.4 of the EAC Procurement Policies and Procedures

Management of CA informed the Committee that it acknowledged the Audit

observation and the Committee that the decision was based on the quality of

the goods pledged to ensure that in future, qualrty specifications of are

stated prior to the process.

Committee Obs tions

the Year Ended 30h lune 2017
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The procedure leading to the review of the award had no legal basis, wffi irregular,
fraudulent and could point to insider dealings on behalf of the Proctrement Committee.
The Committee also observed various irregular procurements associated with Mbasha
Holding Ltd.

Comnittee Recommendations

The Committee recommends to the Ayserybly lo urge th9 Council olMinisters ta:

i F.ncrtvo thnl lU{nnnoowoal af Fif -uA*tta*d th- n-t-^ flQff 2 tnn t--^-,,t^-r-.L.aw..*6vr..ora. vJ ulv , c9v/c, o ar.c c*Lt u vpu J9.t ult at , c6,waur al
added to the contract amount that was Jinally awarded;

ii. Direct for the blacklisting of Mbash.a Holding Ltd because of its association
with a number of illegal procurements at the EAC.

3.14.2.3 Unjustified Direct Procurement

A review by the Audit Commission of the 23rd Meeting of Ordinary Procurement
Committee held on 24th Aprll 2017 revealed that while discussing the request to
contract the awarded supplier by the name of Sheny Jacksi Furniture Ltd, an additional
contract to supply 20-24 inch TFT screen, mouse and keyboards at a price of USD 3,915
was awarded without any justification contrary to Section 11.6(4) of the EAC
Procurement Policies and Procedures Manu al, 2016.

It r,vas further noted that the LPO amount was in exc€ss by USD 704.70 compared tc
the amount at which the tender was awarded. The alterations led to variation of USD
4,619.70 equaling to29.2Yo of the original contract price (USD 15,807.87)

,1^-*:4*^^ r\L-^-.^r:^*-lJ1,[r[rlttsE \rlrDgr y,r]luus

The procedure used in the award of the contract was illegal. Furthermore, changing the
contract specifications midway to increase the contract award points to fraud. The
Committee noted that this equates to misuse of funds and fraudulent dealings by EAC
Management.

Committee Recom mendations

The committee recommends to the Assembly to urge the Councit of Ministers to
ensure that Management of EAC:

i. Ensures that prior to the beginning of procurement processes, they should
develop clear specifications of the items they require in order to promote the
efJicient use of resources;

ii. Strictly adheres to the EAC Financial Rules and Regulattons governing
procurement.

Report of the Assembly on the Audited Accounts of the EACfor the Year Ended 3th fune 2017
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3.I5 EAST CAN SCIENCE AND TECHNOLOGY COMMISSION

3.15.1 IREYTEW qF TIrE BUDGET

3.15.1.1 weakness noted in the EASTECO financing structure

,s review ofthe budget for the financial yeat20l6l2017 revealed

core activities were allocated with only l6oh.For the budget of
The Audit
that the

which is the20t7lr8
financing

first year of the 2ol7tl8-202t122 Strategic Plan, the same

been upheld where core activities were allocated only l7Yo.

Management of informed the Committee of the following:

a) The skewed Structure on programmatic activities originates

from the of the Commission in FY20 l4ll5 whereby

pro activities had zerobudget. The implementationPlan of the Stategic

Plan has to correct that by providing for a progressive increase in budgeting

for activities, professional staff and partr:erships contributions.

b) The S Plan also gives details for ftrnding EASTECO programs with

contributions from Partrrer States' STI Institutions. Furtherrnore, activities related

to mobilization were planned for in the FY2017l18 Annual Operation

Plan and and EASTECO would embark on identifying possible donors to

partner with achieving the EASTECO Strategic Plan. The same was aPProved

by the Board during its 2nd Meeting held in September 2017 in Arusha.

However
adversely

challenge remains the practice of zero budget increase which has

the new institutions

Committee Obse

The Commission ilray not be sustainable given the current financing structure as Partner

States rnay not g"[ ,ulrr" for money from the big percentage of recurrent expenditure'

In addition, the cufrent structure may not allow the implementation of 2017 /18-2021122

Strategic Plan.

Committee dations

The Committee to the Assembly to urge the Council of Ministers to

ensure that ofEASTECO reconsiders its budget preparation processes

so as to allocate Jinances to its core activities as to achteve its mandate.

3.1,5.2 GOVEru{ANCE ISSUES

3.15.2.1 Review df the EASTECO Protocol vis - ir * vis the board composition

Article 8.1 of Protocol for the Establishment of EASTECO provides that the

Governing shall be composed of 7 members from each Partner State, which

would rnake a of 44 members when Republic South Sudan is frrlly integrated-

30h Jane 2017
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Further, the Protocol in its Article 9 states that the Governing Board will meet at least
twice ayear and that extraordinary rneetings may be convened by the Secretary General
or on requests of a half of the board members.

The Audit Commission's review of the expenditure in relation to the firsi EASTECO
board meeting held in Uganda Entebbe from 18 to 22nd Jture 2017 reported that the
EASTECO was required to spend for only air ticketing expenses of an amount of USD
3I,654 for only one meeting excluding acsommodatiou;meals au&1ocal-transport-
expenses. This, the Audit Commission notes, is a big number of board members for
such a newly established Commission.

Management of EASTECO-informed the Commiuee that Pftner States provided their
comments to the draft revised Protocol and that plans are underway to reduce the
membership. The Commission undertook to liaise with the Council to expeditiously
conclude the revision of the Protocol which shall incorporate review of composition of
the Board as recommended by the Auditor.

Committee Observations

As a newly established commission struggling with finance constraints, EASTECO is

most likely to face financing shortages due to the huge costs in respect of Governing
Roard nneetings with such a big number of board members.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
review the EASTECO Protocol to reduce lhe cornposition of the Board to a feasible
number. The Commiitee proposes assigning ai most 2 Members from each Parfite.r
State.

3.15.2.2 Failure to include Key Performance Indicators (KPIs) in the EASTECO 5
year Strategic PIan (2017t18 -2021122)

The Audit Commission's review of the approved EASTECO 5-year Strategic Plan
revealed that whereas the approved Strategic Plan identified 9 critical success factors
(CSFs) that are key to EASTECO's achievement of its mandate, there were no
accompanying Key Performance Indicators (KPis) that would indicate that critical
success factors are being achieved.

Connsrittee Observations

Absence of specific KPIs makes EASTECO's monitoring and evaluation of its
programs difficult since achievements in its mandate can neither be identified nor
quantified.
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Committee Recompendations

The Committee to the AssemblY to urge the Council of Ministers to

ensure that of EASTECO reviews its Strategic Plan to include KeY

Performance tinked to the Critical Success Factors so as to effectivelY and

effictently monitor achievement of its obiectives-

3.15.2.3 Absencelof the internal audit function within EASTECO

The Audit Commission reported that the recruitment of a key staff under Govemance

Arrangement like Irrternal Audit had remained pending since the establishment of the

Comriission despite the function having been provided for in the orgaruzation structure

of the Commissiori. This is contrary to Regulation 113 of EAC Financial Rules and

Regulations (2012)

Committee Onseriations

EASTECO is lackfng checks and balances from the intemal audit unit and was thus

prone to errors an{ ineffrciencies in its operations.

I

Committee Rbcommen dations

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

ensure that EAS1nECO is availed more funding so as to carry out key staff

recruitments.

3.1s.3 REVTEW QF REVENTIE

Delayed disbursement of funds to EASfECO from Partner States and

Secretafiat.
3.15.3.1

The Auciit ion's review of contributions from Partner States revealed that only

80% ofbudgeted from Partner States had actually been received as at

June 2017 to Regulationl3 (5) of the EAC Financial Rules and Regulations
3oth

The Audit Commifsion flrrther noted that most of the remittances by Partner

made towards the end of the FY rendering EASTECO unable to implement
States were
its plarured

activities on time.

In addition, only $Vr rt the contribution to finance the Commission's activities from

the General Reserye Fund was actually remitted by the EAC Secretariat rnMay 2017

just towards the ernd of the FY.

Management of
made in liaison

however informed the Committee that efforts were being

th EAC Secretariat for Partner States to liquidate the outstanding

receivables as per Council of Ministers directive -EAC/CM35[Diective 48'

Committee ObseFvations

Ended 3fr fune 2017
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Delayed remittance of contributions by Partner States and by the EAC Secretariat
limited EASTECO from the ftill and timely implementation of its activities and
programs.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensure that Management-of EASTECA-fiaises-uitbthe-EA.CSecretariat to recauer
the outstanding balance and recommend the concern to the Council of Ministers to
take appropriale measures to speed up the remitiance of contrtbutton from Partner
States.

3.15.4 REYIEW OF EXPEIIDITTIRE

3.15"4.1 Irregular benefits to EASTECO staff

The Audit Commission reported that within the period runrring from July 2016 to
January 2017, a total amount of USD 3,320 in monthly payments was extended to staff
members of EASTECO as "communication facilitation fees" conhary to Regulation 10
of EAC Financial Rules and Regulations Point (1) and without approval of the Council
as per the guidelines.

itrlanagement of EASTECO informed the Committee that the issue of communication
fees was a Management decision based on the approved 2016/2017 budget to provide
staff with communication fees so that they could be able to carry out operations of the
Commission as the process of getting a service provider for provision of telephone
qenrines rxrqo oni-- n- I\fo-o^amanf G"-tL-- :-f^*^l +L^ f1^-*ir+^^ +L^+ i+ L^ ..t ^i-^^,iqo 6vu^6 vr1. rrr4r.46vlrlvrrL lqrLrrlt trll\rltrluu tllu \,trrlIrlrlLLEE Llldl rL ll4(l JrlllrJ(j

recovered these funds from the staff.

Committee Observations

The anomaly portrays mismanagement of the Commission's finds which could leacl to
wastage or loss of funds meant for planned activities.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
ensure that Management of EASTECO:

i. Endea,tors lo hs,te the smounts irregularly paid r,-funded;
ii. In future, any expenditure not included in the approved budget should be

avoided and where unavoidable, EASTECO must seekfor authorization from
the Council and EALA.

Report of the Assembly on the Audited Accounts of the EACfor the Year Ended 30h June 2017
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s.15.s RE\rTEW THE ACCOTJNTS RECEfVABLE

noted in the review of the current account balance

alr\ n reported that as at 30th twrc 2017, EASTECO financial

a negative balanc e amounting to USD 45,707 under its receivables

3.15.5.1 w

The Audit
statements
for the current with the EAC Secretariat. However, this balance was not

supported by aty
at30tr lvne20L7.

to identiff which individual items were not yet cleared as

In addition, the Commission noted that at the end of the FY 2015116, the account

showed a balance usD 403,683 due to EASTECO byEAC Secretariat. Howeverthis

amount lvas not to EASTECO in the FY 2ot6lt7 but at the end of the FY

20t6lt7 EAS financials showed that it owedUSD 45,707 to the EAC Secretariat.

Furthermore, d the FY 201612017 there was a transfer of USD 426,250 to the

Reserve Fund as firnds for the FY 2ol4ll5 for which the Audit commission

was not provided documents to ascertain how this amount was arrived at.

Management of STECO informed the Committee that all the documents relating to

transactions that during the year under Audit contributing to a total receivable

balance of USD I 5,310 had been availed to auditors for verification. However, other

documents for transactions which had occurred in the previous years that were

forming part ofthe les balance are available at the EASTECO Headquarters for

audit for

Committee O s

i. The EAS
stafus;

books of accounts may not have presented fairly its financial

ii. Failure to supporting documents limited the Audit Commission from

individuai items had remained uncleared at the year-endidentifying
20t6/17;

iii. Untimely between EASTECO and EAC Secretariat makes it difficult

for the to operate effectivelY;
schedule of how the unutilized amount of transfer to the Reserve

FY 20t4/15 was arrived at, financial statements may be materially

misstated.

Committee mendations

The Committee to the Assembly to urge the Council of Ministers to

ensure that t of EASTECO:

supported by validi. Reports
ii. Liaises

doc aments for reference ;
EAC Secretariat so as to reconcile and settle off inter-entity

so that the balance of the current account is Zero at the end of

30h June 2017
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eack yesr by enswring that debit and uedit notes are immediately issued for
each transaction between the parties.

3.15.6 REVIEW OF ACCOI.INTS PAYABLE

3. 1 5.6. I Unsupported payab-teto DELOITTE reported by EASTECO

The Audit Commission's r-e-view of ac-counts payable revealed EASTECO reported a
payables balance of USD 15,315 as payable to Deloitte Consulting Limited for which
there was no signed contract between EASTECO and Deloitte but between the EAC
Secretariat and the consultant for provision of recruitment services. This payable had
been outstanding in EASTECO books of accounts for more than three years (from
20t4trs).

Further, Audit reported that the amount in respect of the same payable was recorded in
the EAC Secretariat books of accounts initially at USD 12,954.98 which was reduced
to USD 6,477.49 after negotiation with Deloitte and reported in its financial statements
as an accrued expense (payable). However EASTECO was not notified on the result of
the negotiation so as to reduce the liability amount nor to write off the balance standing
in its own books. The Audit Commission disclosed that this liability had not been settled
even at the time of its audit in November 2017 .

The Audit Commission also reported that there was a VAT recei',rable frornTaruania
Revenue Authority (TRA) amounting to USD 10,241 as a result of payments made to
Deloitte which was also outstanding from the FY 2014115.

Committee Observations

i. The recognition of a payable by EASTECO with no supporting documents,
misstates the financials ;

ii. The fact that the above payable was recorded in both the books of accounts for
EASTECO and EAC Secretariat showed double recording and the risk of double
payment once EASTECO and EAC pay;

iii. Failure to recover the VAT receivable from TRA denied the Commission funds
that would have been used in its activities.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
eixsilre thai Managemeni of EASTECO:

i. Liaises with the EAC Secretariat to have this liability settled;
ii. Liaises with the Council to recover the VATfrom TRA.

3.15.7 REVIEW OF PROCT]REMENT AND CONTRACT MANAGEIVIENT

The Audit Commission revealed the following:
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a) Irregular p rement of air ticketing services.

The Audit Commis reported that a review of the payments for air tickets revealed

that during the under Audit, EASTECO was procuring air ticketing services from

International T Agency (ITA) even after it had been disqualified at the

administrative stage and with whom there was no contract.

EASTECO informed the
ticketing services which

Committee that the tender process for
started in November 2015 resulted in

recommending a of contract to the best evaluated service provider in May 2016

However since the
ending 30th June 2

contract award was only for the FY20l5/16 period

16, it didn't make sense to sign contract that would have been in

existence for only month.

Management informed the Committee that moving forward; the Commission

had endeavored to for approvals in time while considering constituting its own

Management of
provision of air

Procurement
finalized the
services; and the
FY 201712018.

Committee

The Committee
ensure that

i. Puts in
regard

ii. Strictly
to

3.15.8.1

The Audit

to speed up procuement Processes. The Commission had

of supply of air ticket services together with other, goods and

bidders had already been recommended for contract awards in the

dations

to the Assembly to urge the Council of Ministers to

of EASTECO:

a mechanism to evaluate the contracts of its travel agents with

effectiveness;
with Procurement Rules and Regulations-

3.15.8 REVIEW INTERNAL CONTROLS

at EASTECO

reported that very little effort had been made to recruit

the commission having only 7 fuIl-time staff against its

ion of 26
Commission staff
organizati<ln chart's

Management of EA informed the Committee that the Commission was in the

process of filling positions as per staffestablishment and budget availability

Committee tions

Insufficiency in
with some staff

resources at EASTECO makes segregation of duties a problem

tasks for which they have no educational background or

incompatible

30h lune 2017
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Co mmittee Recommendations

The Committee recommeruds to the Assembly to urge the Council of Ministers to
expedite the Institutional Review Exercise so as to fill the vacant positions at
EASTECO.

3.15.8.2 Weakness in review of documents in respect of payments

The Audit Commission reported that on 21't September 2016, EASTECO paid spouse
oll^",^-^o n-n"-+.i-- f^ TTQT-\ 2<n ^^^:-^+ r[.^ T]<! If f <4.! -+i---l^+^l l- n^^-,!^+:^* .4 1 -€oituwailwu iliiiutiilLiiiB LU uDjJ JJU aBarIlSL LIltr Uo-U rJv StlPulattru lll l\trBuriltluu'tl u.L

the EAC Staff Rules and Regulations (Schedule 4) to the Senior Personal Secretary.
Tlris arnount was later noticed in November 2016 that the stalf was overpaid and the
arnount was recovered on 2nd November 2016.

Management of EASTECO acknowledged the anomaly and informed the Committee
that it had been corrected.

Committee Recommendations

The Committee recommends to the Assembly to urge Council of Ministers to ensure
that Management of EASTECO establishes a strong internal control system by
recrutting an fnturnal Auditor.

3.15.8.3 Failure to maintain a comprehensive fixed assets register

The Audit Commission's review of fixed assets maintained by EASTECO revealed the
following weaknesses:

i. Tire fixe,j assets register rnaintained by EASTECO does not plovide ali
necessary information on assets such as the supplier details, asset useful life or
rates of depreciation, accumulated at the begiruring of the year, depreciation for
the period, accumulated depreciation at the end of the year and asset' s condition.

ii. The register provided during the audit was not extracted from Sun Systems
accounting software, thus impairing reliability and completeness of the
information presented in either financial statements and fixed assets register.

Committee Observations

Internal control weaknesses were as a result of the absence of an Internal Auditor and
other personnel at EASTECO.

Committee Recommendations

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

i. Fast tracks the process to recruit substantive staff to undertake the
Co mmission's management roles ;

Report of the Assembty on the Audited Accounts of the EACfor the Year Ended 3Oh June 2017
Page 140



ii. Ensures
containing

iii. Ensures
accoanting
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PART III: GENERAL OBSERVATIONS AND RECOMMENDATIONS

l. Irregularities and Non-adhe..o.* to Procure-.ot nui.r aoA CuiOeti""r.

The Committee observed that a number of Organs and Instihitions of the EAC had not
complied with the EAC Financial Rules and Regulations, leading to a number of
inegular procurements. The Committee noted that in some cases, there was no due
processes followed to place adverts, carry out evaluations or even sign Service Level
Agreements (SLAs). The Committee further came across consultancies that had been
paid tbr outside their contract durations as well as supplied goods that did not meet user
department criteria.

This deprived user departments from deriving value for money out of these
procurements and denial of fair competition from would be suppliers. The irregular
procurements could be a signal for resource misuse at the EAC.

Committee Reco mmendations

The Committee recommends to the Assembly to urge the Councit of Ministers to:

i. Cause investigation into all irregalar procilrements and take appropriate
deterrent disciplinary actions ugainst the non-compliant Offi.cers involved;

ii. cause the recovery of all fitnds irregularly spent in the iryegular
procurementsl

iii. Ensure th.at procurement processes within the EAC are curuied out in
accordance with EAC procuremenl policies and regulatiorus.

itt Cnuco fnv hlnohliclinn nf n/fA^.L- LI^t.ti-- f l"t -,-.t A..t^^t^ 9.,^a^--^ L^^-..-^ ^t'v.@v.l..o..r.6 aU trr.r.att...L , ,.r1.+tlrl6 l,l.l4 +a,ll.al. .alyr.(lrA L-rJ/fr,r(.lllJ U(L.ll.l.l.J( UJ

their participation in a number of illegal procurements at tke EAC;
v. Implement the recommendutions of the Assembly's 2015/16 Report on

procurement.

2. Delay Finalization of the Institutional Review Exercise

The Committee noted that it is over ten (10) years since the EAC embarked on an
Institutional review Process. A lot of the programs of the EAC are dependent on its
recommendations and yet there is no indication on when the Council will conclude with
the exercise. The Committee observed that this had resulted into delays in the
implementation of a number of key programs expected of the EAC.

Committee Recommen dations

The Committee recommends to the Assembly to urge Council to fast-track the
conclusion of the Institutional Review Exercise to be completed no later than March
2019.

3. Delay in Granting Due Autonomy To The East African Legislative Assembly
(EALA)
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The Committee that whereas

The 33'd of the Council of Ministers granted EALA full Administrativea

a

t

and Financ
Article 16
with the
Section 4.0
shall be

Autonomy to run its affairs;
the EAC Treaty cites EALA as an independent Organ mandated

and approval of the Community budget;
the EAC Governance Charter entails that the Governance Charter
on the Orgaruzation Structr.ue which actually placed EALA at the

still implementing sub-accounting status, having never been

fledged financial and administrative autonomy;
full administrative and financial autonomy, EALA fails to

top of the C;

However, the observed that:

EALA
granted
By

its mandated duties with frrll authority;
Powers have been vested in EALA as per the Governance Charter are

by the existing alrangement yet EALA has a duty to oversee the
of the EAC Secretafiat.

Committee dations

The Committee
i. Urge the

t for Short Term Contracts Staff.

that whereas "short term contracts" in the EAC were used to fill
from the continued increase in the number of Institutions and

the delay in of the Institutional Review Exercise, Audit revealed weaknesses
in the management short term contracts including:

Lack of a on hiring of short term contract staff from the Council as

ii.

iii.

'nds to the Assembly to:
Commission undertake a robust engagement with Council of

Ministers the issue and draw a roadmap of when the Jinancial and
autonomy should be attained;

ii. Urge to complete theformulation of the scope of the autonomy within
Review Exercise, and implement it.the

4. lrregular E

The Committee
manpower gaps

required by Regulations;
Lack of on the engagement of the short term staff such as competitive
recruitment and unclear determination of emoluments and benefits for
short term
Continued
in some despite the maximum three months Regulation.

The Committee o that this is a recurrent audit finding that had not been
of Ministers as the Institutional Review Exercise meant toaddressed by the

solve this and other human resource challenges has dragged on for so long.
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Committee Recommendations

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

i. Direct the Management of EAC to phase out short term contracts and draw a
road map to Jill the positions that were preuioasly held by short term contract
holders with substanttve staff;

ii. Expedite the completion of the Institutional Review Exercise such that the
sieori ierin staff are phused oui of ihe EAC structures.

5. Delayed, Static and Non-Disbuisement of Partner Slates' and Development
- Partners' Contributions to Various Organs, Projects and Programs of the

EAC.

The Committee observed that some Partner States only remitted a portion of their
budgetary contoibutions for some EAC projects while others did not entirely send their
contributions as at end of the FY 2016117.

The Committee observed that this had narrowed the resource envelope resulting in the
EAC Organs and Institutions being unable to fully and smoothly implement planned
objectives in the FY to achieve their different mandates. As a result, a number of
planned projects had either been partially implemented, delayed or not implemented at
-ttatt.

Committee Recommendations

The Committee recomnnends to the Assembfi; to arge. lhe Council of Mini.:ters to
ensure that:

i. There is enhancement offollow up on the outstanding contributions through
timely and continuous reminders; and issuance of demand and receipt notes
to the respective Partner States of what is outstanding to the EAC;

ii. Explore other avenues for resource mobilization by soliciting other donors to
join the funding EAC programs;

iii. Enhance EAC donor relations arud resowrce mobilizatton;
iv. Council explores possibility of enforcing penalties on the Partner States

defaulting on remittances of contributions to the EAC.

6. Delay in the conclusion of the 'Alternative Financing Mechanism'

The Committee noted the static and sometimes reducing contibutions from Partner
States and Development Partners towards the EAC Budget, Management of EAC
developed and presented to the Sectoral Council of Finance and Economic Affairs, a

proposal for Sustairmble/Alternative Financing Options for the EAC Projects and
Programs. The proposal is being considered by the EAC Partner States Ministers
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responsible for Finpnce. However the Committee observed that the conclusion of this
process had delayed and there were no proposals approved to that effect.

The Committee fu{her observed that as a result, there were still zero-increment in the
total budget of the EAC o.rer the years yet the Institution has continued to expand its
mandate through the creation of new Organs and Institutions. The Committee noted that
this was crippling tJre exercise of the EAC mandate.

Committee Recolmendations

The Committee recommencls to the Assembly to urge the Council of Mintsters to
expedite the conclusion and consequent approval of the Alternutive Financing
Mechanism;

7. Low Absorptiofr of Funds

The Committee observed that the Organs and Institutions of the EAC had unspent funds
at the end of the Bddget Year. The Committee noted that this led to planned activities
not being implemented and consequently low service delivery. Furthermore, the
Committee observe$ that this reduces the confidence of Development Parhrers over
time resulting in nofi-renewed agreements to finance EAC development initiatives.

Committee Recompen dations

The Committee
ensure that:

t.

The Committee o
Organs and

Non

ds to the Assembly to urge the Council of Ministers to

of EAC to adopts a well-coordinated budget formulation
mechanisms that will ensure that budgeted resources are utilized in the
imple me ntatfu n of p lan n e d activ ities ;

ii. Concludes the fnsfitutional Review Exercise in order to recrutt sufficient staff
and absorb npore funds;

iii. Engages Pcbtner States and Development Partners to ensure timely
remittances offunds to the EAC.

8. Weaknesses in Accounts management

of
general weaknesses in the management of accounts at the
EAC. The Committee specifically highiighted the following:

Unregrilated payment of advances to staft
Variances between interface file ald the General ledger;
kregul4r payment of unutilized leave days;
Lack of contract control mechanisms;

to the Cut-off Principle;
made where no goods or services were supplied;

controls over Assets Management;
control weaknesses in Accounts Payable Systems;
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' Inadequacy of Accounts Policy on Fayables such as inconsistencies,
overstatements and unsupported payable-balances;. Variances between invoices and the General Ledger;. Long outstanding liabilities;. Misstatement of salary payables;. Misstatement of expenses;

. Irregular proVision bf benefits to temBorary Statr;. Inadequate gratuity management mechanisms;. Paid payables reported as still outstandhg at end of year;. LJnsupported and abnormal payable balances;. Non-compliance to financial Rules and Regulations;. IJnsupported transactions;. LJnretired imprest

. IJnsupported current account balances

Committee Recommendations

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

i. Initiate a policy to regularize insurance beneftts currently paid to short term
staff;

ii- Keeps proper records f,or ell transa,-clions that sre wsirutained by EAC $t ttl!
times;

ii. Investigates the outlined variances in the books of accounts and where
applicable makes adj ustme nts ;

iii. Ensures that proper records of EAC activities are maintained;
tv. Ensures that all transactions are supported;
1). Uses debit notes and credit notes to support the current account transactions

instead of e-mails because the emails can easily be manipulated;
vi" Through the Director Finance (DF), crosschecks on a rnonthly basis with

the responsible Accounts Assistants on the outstanding liabilities, noting the
action lacking and gaiding what is to be done within specijic timelines;

vii. Ensures that the budget process is duly coordhtated to avoid under-budgeting
activ it ies of pr oj e cts ;

viii. Liaises with the EAC Secretariat to enswre that the indebtedness that arose
due to inter-entity transactions are reconciled and settled immeeliately;

k. Maintains a properly prepared Assets Regtster where all assets are clearly
identiJied and recorded;

x. Endeavours to carry out prior adequote planruing of assets acquisition and
utilization in order to mintmize idle assets and enhance efficient utilization
of the Community resources.

9. Untimely submission of Financial Statements

The Committee observed that a number of EAC Organs, Institutions and Agencies did
not timely submit their financial statements to the Audit Commission as per the EAC
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Financial Rules regulations. This hindered the Audit Commission's plans to
accomplish a Audit.

Committee

The Committee to the Asserubly to urge the Council of Ministers to
ensure that in of EAC and its Organs and Institutions:

i. Adhere to 116 of the EAC Financial Rules and Regulations and make
timely

iL Limits
offtnancial statements to the Audit Commission;

of staff during the Audit exercise.

10.Non-lmplem tation of the Previous Assembly and Audit Recommendations

The Committee o a low implementation of recofiImendations made by the

Assembly and Audit Commission across the EAC Organs, Institutions and

spite of the Assembly's recommendation that the Secretary GeneralAgencies. This is
should produce a report to the Assembly on the status of the implementation.
Asaresult,anum of Audit queries have continued to appear in the successive Audit
Reports which
EAC Financial

weaknesses in EAC Management's efficrts to adhere to the
and Procedures, Policies and resolutions.

Committee Reco

The Committee recommends

i. Put in a proper mechanism which will enable the Assembly to receive
periodical on the status of implementation of its recommendations

from the cil of Ministers;
ii. Council

of Audit
ensure to apdate the Assembly on the status of implementation

on a quarterly basis.

ll.Weaknesses at EAC Data Centre

to the Assembly thefollowing:

that whereas the Data Centre is the control centre for the ICT
critical devices and ICT infrastructure for servers, networking

The Committee
function at EAC
devices,IIPSs others, the conditions at the facility were not cornmensurate with
the criticality of its This was because of the following:

a) The Data equipment has not been insured;
b) The flre system that is installed in the Data Centre is not functional,

hence there is no effective fire suppression mechanism;
c) The door is supplemented with a physical locking system and it is not

reinforced a strong metal, leaving it easily penetrable.
control being the biometric access system;
is a power outage, the door opens freely as the lock is powered

d) The only
e) Whenever

by electricify;
0 Lack of data power back-ups;
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g) Recordings from the many meetings that are conducted among EAC Organs,
Institutions and Partner States EAC Ministries are not archived, backed up or
replicated in the data recovery sites;

h) Video footage from the CCTV surveillance system are not backed up.

The Committee noted that in light of these weaknesses at the Data Centre, grave risk
was posed to both the information stored and the equipment and infrastructure housed
therein.

Committee Recommendation

The Committee recommends to the Assembly to urge the Council of Ministers to
ensure that EAC Management enhances the Data Centre to acceptable industry
standards and also finds alternative ways of mitigating the above risks.

12. Weak Internal Audit Function at the Community

The Committee observed weak audit mechanisms within EAC and its Organs and
Instittrtions characterized by understaffing within the Audit Units. The Committee
noted that some Organs and Institutions were without fully a fledged Intemal Audit
function and continued to rely on support from the EAC Secretariat Internal Audit
which was also not fully fledged.

Committee Recommendations

The Committee recommends to the Assembly to urge the Council of Ministers to
strengthen the EAC Internal Aaditfunction by ensuring that it acquires the necessary
^ ^.^ ^-... ^,PCt JUlaf.ct.

13. Lack of A Coordinated Approach to Management of EAC Projects and
Programmes

The Committee observed that there was no mechanism in place to address coordination,
learning, sustainability and resource sharing between the various projects and
progralnmes that wcre implemented by the EAC and its Organs and Institutions. As a
result, there was duplication of activities, failure to share lessons; and resource wastage.

Co mmittee Recommendations

The Committee recommends to the Assembly to urge the Council of lVlinisters to:

i. Institute a coordinating mechanism for all projects and programmes of the
EAC by establishing a Project Management Unit to coordinate and monitor
EAC projects and programmes;

ii. Draw sustainabiltty plans for all projects and align them with the EAC
obiectives snd mtsston to enhance effectiveness and delivery of the initiatives
during and after project/programtne closure;
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14. Unrecovered Jo, Receivables

The Committee no[ed a number of cases of VAT unclaimed balances from Partner

States' Revenue Cqllection Bodies. The Committee observed that non-recovery of the

funds from the Relvenue Collection Bodies had led to accumulation of huge VAT
balances and reducfion in the already scarce resources available for the EAC and its

Organs and Institutibns to implement planned activities. The Committee was concemed

that the EAC Secrptariat alone had unrecovered VAT balances amounting to USD

r,877,168.

Committe" R."r-frendations

The Committee recbmmends the Assembty to urge the Council of Ministers to engage

the Sectoral Committee on Finance to ensure that the VAT receivables are remitted

timely to the EAC Institutions.

15. Understaffing at the EAC

The Committee o that most of the EAC Organs and Institutions are grossly

understaffed which led to non-segregation of duties and violation of Staff Rules and

Regulations. The
conclusion of the

firrther noted that is partly due to the delay in the

Review Exercise that has taken more than seven years.

Committee Recom endations

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

i. Ensure that the Institutional Review Exercise is qaickly concluded and its
recommenda(ions adoptecl to allow for the recruitment of vacant positions

within EAC departments; and
ii. Cause for a Xeview iru the emoluments structure at the EAC to harmonize it

with the changing costs of living and minimise conflict of interest.

16. Big Governing Councils

The Committee noded that the membership of the Governing Councils of EAC

Commissions are big resulting into huge expenditures on allowances, leaving limited

resources for core u.tirriti.r. The Committee observed that this trend was unsustainable

given the limited res available to these Institutions to carry out their mandate

Committee Recom dations

The Committee the Assembty to urge the Council of Ministers to review

the Protocol the Councils by amending it to provtdefor a sizeable number
the respective Partner States. The Committee recommends 2of representatives

membersfrom each State.
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