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1.0 PREFACE

Establishment and Mandate of the Committee

Mr. Speaker, Sir

The Committee on Regional Integration is one of the Select Committees of the National
Assembly established under Standing Order 212 and is mandated to:-

[

enhance the role and involvement of the House in intensification and development of the
integration process in the East African Community and the greater African region;

examine the records of all the relevant debates and resolutions of the meetings of the East
African Legislative Assembly;

examine the Bills introduced in the East African Legislative Assembly and Acts of the East
African Community;

examine the records of all the relevant debates and resolutions of the meetings of the Pan
African Parliament, the African, Caribbean and Pacific-European Union Joint Parliamentary
Assembly and other regional integration bodies:

inquire into and examine any other matter relating to regional integration generally requiring
action by the House.

Committee Membership

Mr. Speaker, Sir,

The Committee on Regional Integration was constituted by the House on Thursday 2" May,
2013 comprising of the following members:

The Hon. Florence Kajuju, MP (Chairperson)
The Hon. Christopher Nakuleu, MP (Vice Chairperson)
The Hon. David Ouma Ochieng, MP

The Hon. Dan Kazungu, MP

The Hon. Bady Twalib Bady, MP

The Hon. Robert Mbui, MP

The Hon. Anyanga Andrew Toboso, MP

The Hon. Florence Mwikali Mutua, MP

The Hon. Ogendo Rose Nyamunga, MP

10. The Hon. Charles Mutisya Nyamai, MP

11. The Hon. Alois Lentoimaga, MP

12. The Hon. Anthony Kimaru, MP

13. The Hon. David Kariithi, MP
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14. The Hon. Wanjiku Muhia, MP
15. The Hon. Murungi Kathuri, MP
16. The Hon. Ali Wario, MP
~ | 17. The Hon. Eric Keter, MP
18. The Hon. Mary Seneta, MP
19. The Hon. Gideon Konchella, MP
20. The Hon. Dido Ali Rasso, MP
21. The Hon. Ann Nyokabi, MP
22. The Hon. Emmanuel Wangwe, MP
- 23. The Hon. Peter Shehe, MP
: 24. The Hon. Alex Mwiru, MP
25. The Hon. Mark Lomunokol, MP
. 26. The Hon. Sarah Korere, MP
J 27. The Hon. Cyprian Kubai Iringo, MP
, 28. The Hon. Timothy Bosire, MP
: 29. The Hon. Joseph Kahangara, MP

“ , Subject matter before the Committee

I Mr. Speaker, Sir,
I Article 65 (a) of the Treaty states that the Clerk of the Assembly shall as soon as practicable

r transmit to the Clerks of the National Assemblies copies of the records of all relevant debates of
the meetings of the Assembly to be laid before the National Assemblies, by the respective
I Ministers responsible for East African Community affairs.

It is in furtherance of this that the following reports and bills were tabled in the House on by the
Majority leader and subsequently committed to the Committee on Regional Integration for
action:

( Reports

i.  Report of the Committee on Communications, Trade and Investments on the on-spot
assessment of the EAC Single Customs Territory (EAC SCT)

ii.  Report of the Committee on Legal, Rules and Privileges on the rules of procedure of the
committees of the Assembly and the code of conduct for the Members of the Assembly

iii.  Report of the Committee on Accounts on the Audited Accounts of the East African
Community for the year ended 30" June 2013
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Bills
I.- The East African Community Integration (Education) Bill, 2014
2. The East African Community Elimination of Non-Tariff Barriers Bill, 2015
3. The East African Community Customs Management (Amendment) Bill, 2015

Mr. Speaker, Sir,

Standing Order 251(2) provides that whenever the Clerk of the National Assembly receives
copies of the records of relevant debates of the meetings of the East African Legislative
Assembly, or copies of Bills introduced into the East African Legislative Assembly and Acts of
the East African Community, the Clerk shall forward the records of debates, Bills or Acts of the
Community to the relevant Committee.

The Committee shall consider this report and submit its report to the House within twenty one
days (21) for consideration. Upon consideration of the Committee’s report, the Clerk of the

National Assembly shall forward the House’s resolutions to the Clerk of the East African
Legislative Assembly within seven days.

Mr. Speaker, Sir

While considering the reports and the bills, the Committee invited the Attorney General to
appraise it on the bills and the Commissioner General, Kenya Revenue Authority to appraise it
on the Report on on-spot assessment of the EAC Single Customs Territory.

In considering the reports and the bills, the Committee noted the following:

Reports

1. Report of the Committee on Communications, Trade and Investments on the on-
spot assessment of the EAC Single Customs Territory

The East African Community embarked on improving efficient trade facilitation systems in a bid
to implement the Customs Union Protocol. One such system is the Single Customs Territory
where the Partner States are required to adopt a destination model of clearance of imports
whereby the assessment and collection of tax revenues is done at the first point of entry. The
implementation of the Single Customs Territory started in October 2013.

The region stands to benefit, in among other ways, the reduced administrative costs and cost of
doing business through elimination of duplication of processes. Further, the region will gain
from the reduction in smuggling as a result of the mechanism to prevent such that will be
established and improvement in the efficiency of the processes.
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To effectively increase the volume of trade, there is need to fast-track operationalization of the
Single Customs Territory and the full implementation of the EAC Common Market Protocol to
enable free movement of people, goods, capital and services.

2. Report of the Committee on Legal, Rules and Privileges on the Rules of Procedure
of the Committees of the Assembly and the Code of Conduct for the Members of the
Assembly

The Committee observed that the Assembly during debate of the proposed new rules adopted the
recommendations of the Committee on Legal, Rules and Privileges which urged it to expedite
the process of making rules of procedure of its Standing Committees for the effective and
efficient discharge of their mandates as per Article 49 (2) (g) of the Treaty for the Establishment
of the East African Community (EAC).

The Committee was also tasked with developing a code of conduct for Members of the
Assembly to foster posterity and to allow for smooth and proper functioning.

3. Report of the Committee on Accounts on the Audited Accounts of the EAC for the
year ended 30" June, 2013

While considering the report, the Committee observed that the EAC Secretariat Internal Audit
function still has major capacity challenges and consequently performance gaps.

The Committee also observed that the Community surpassed its budget on several items without
seeking approval from the Council for re-allocation as required under Regulation 19(4) of the
EAC financial rules and regulations.

It was further observed that Partner States have continuously failed to honor their obligations
under the Treaty in time and as such, the EAC institutions continue to be underfunded. This has
had a direct effect on the capacity of institutions to effectively deliver on their respective
mandates.

Bills
While considering, the Committee noted that the bills were passed by the EALA in its Third
Session held in March, 2015 and is awaiting assent by the Heads of States of the Partner States.




1. The East African Community Elimination of Non-Tariff Barriers Bill, 2015
The main objective of the East African Community Common Market Protocol is to expand trade
in goods and services; foster investment by means of fair, stable and predictable rules and to
eliminate barriers to trade amongst the Partner States.

The Committee observed that the main objective of this Bill therefore is to provide a legal
mechanism for identifying, monitoring and eliminating non-tariff barriers within Partner States.
The Bill was enacted to give effect to Article 13 of the Protocol on the Establishment of the East
African Community Customs Union in which Partner States had agreed to immediately eliminate
existing non-tariff barriers to the importation into their respective territories of goods originating
from the Partner States.

2. The East African Community Integration (Education) Bill, 2014

The Committee observed that the Bill seeks to provide a framework for ensuring that the citizens
of the Partner States are informed of the affairs and the activities of the Community. A large
number of the citizens of the Community do not know that they can participate in the affairs and
activities of the Community. The Bill, which was a private members bill, aims to ensure that the
people of East Africa know of the existence of the Community. The Bill therefore will go a long
way in bringing the integration process to the people in a regulated manner.

It was further observed that the main objective of this Bill as set out in Clause 3 is to facilitate
acquisition of information, knowledge, skills, values and attitudes that are necessary for people
of EAC to meaningfully participate in the integration process.

The bill had been forwarded to the Committee in 2014 and the Committee, in its report tabled in
the House in March 2014 had recommended that the title of the bill be amended to “the East
African Community Civic Education Bill, 2014” However the Committee noted that their
recommendation had not been taken into consideration by the Assembly.

3. The East African Community Customs Management (Amendment) Bill, 2015
The Committee observed that the main objective of the Bill is to amend the East African
Community Customs Management Act, 2004 to facilitate the fulfilment of the functions of the
Directorate of Customs and Trade and to facilitate smooth implementation of the Act.

Acknowledgement

Mr. Speaker, Sir,

The Committee is grateful to the Offices of the Speaker and the Clerk of the National Assembly
for the logistical and technical support accorded to it during its sittings. The Committee wishes to
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thank the State Law Office and the Kenya Revenue Authority for appearing before the
Committee and participating in the process of considering the reports and the bills.

Finally, I wish to express my appreciation to the Honourable Members of the Committee who
made useful contributions towards the preparation and production of this report.

Mr. Speaker, Sir,

It is therefore my pleasant duty and privilege, on behalf of the Committee on Regional
Integration, to table this report on the East African Legislative Assembly’s Reports and Bills
Pursuant to Standing Order 199(6).

THE HON. FLORENCE KAJUJU, MP

CHAIRPERSON,
COMMITTEE ON REGIONAL INTEGRATION

--------------------------------------------------------




2.0 CONSIDERATION OF THE REPORTS

2:1 Report of the Committee on Communications, Trade and Investments on the
On-Spot Assessment of the EAC Single Customs Territory (SCT)

The EALA Committee on Communications, Trade and Investments, in exercise of its mandate.
conducted an on spot assessment on the Tanzania Ports Authority (Tanga Port) and the Tanzania
Revenue Authority (TRA). The main objective of the assessment was to engage the ports and
customs authorities and Tanzania Freight Forwarders Association on the implementation of the
EAC Single Customs Territory. This is because these stakeholders play a significant role in the
operationalization of the Single Customs Territory in the EAC region.

The Committee deduced the following from the report;

a)

b)

¢)

Under the Single Customs Territory arrangement, the EAC member states have adopted a
destination model of clearance of imports whereby the assessment and collection of tax
revenues on consignments are done at the first point of entry. This allows free circulation
of goods within the EAC market, with variation to accommodate exports from one
partner state to another. In this regard, Customs administrations in destination states
retain control over the assessment of taxes. This crystallizes the gains of regional
integration characterized by minimal internal border controls and more efficient
institutional mechanisms for clearing goods out of customs control.

The benefits that Partner States get from the Single Customs Territory include:

i.  Reduced cost of doing business by eliminating duplication of processes:
ii.  Reduced administrative costs and regulatory requirements;
iii.  Enhanced capacity of the private and public sector agencies;
iv.  Creation of a mechanism for prevention of smuggling at the regional level:
V. Reduced risks associated with non-compliance on the transit of goods;
vi.  Enhanced application of information technology and data collection at the
regional level;

vil.  Realization of economies of scale and optimal use of resources in clearance of
goods in the EAC.

In January 2014, Tanzania Revenue Authority started its involvement in preparations for
the SCT implementation and TRA had set aside an additional budget to support SCT
implementation. This is an initiative that cuts across different Government and private
sector stakeholders. At regional level, coordination has been done by the EAC Secretariat
and at National level; there is a steering Committee under the Ministry of Finance. The
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EALA committee further reported that the Standard operating procedures covering most
of the key customs procedures and control mechanisms have been developed and tested.

d) To fast track the implementation of the SCT framework, EAC Partner States Revenue
Authorities established Technical Working Groups (TWGs) with each Partner State
taking a lead to spearhead the work of the TWGs. However, not all the TWGs have

completed their work, thus the following challenges:

Amendments to legal provisions to support this initiative have not been completed
by the legal TWG. This means there is no way of recovering revenue losses
emanating from cargo diversion, theft of cargo, goods destroyed in accidents and
many other challenges. Thus the restriction on warehousing should only be fully

implemented when the provisions are in place.

There are system integration challenges leading to manual release of cargo. This
has particularly affected the exporters since they cannot obtain the relevant data to

support their VAT refund claim applications.

iii.  Recommendations done by the Compliance and Enforcement TWG to support
SCT have never been enacted.

The Revenue Authorities have not been able to provide enough resources at all

iv.
release and loading terminals to process release of their goods leading to delays

and congestion at the port.

Workshops and seminars at national levels were conducted by Tanzania Revenue
Authority in April, May and June 2014 to provide awareness and understanding of the
procedures. Participants included various stakeholders such us Customs Staff and
Clearing and Forwarding Agents (CFA). Further, Customs and Excise Department has
been availed with additional staff and 50 recruits had completed Customs basic training

in August 2014.

In addition to workshops and seminars, other sensitization programs were also conducted
by Tanzania Revenue Authority and EAC Secretariat in April, June and July 2014 for
major stakeholders including the Clearing and Forwarding Agents in Dar es Salam,
Kabanga/Kobelo and Rusumo.

Training exercises are ongoing and more training sessions are yet to be conducted. In this
regard, 82 Tanzanian Clearing & Forwarding agents have been trained by Rwanda
Revenue Authority (RRA) on the use of RRA ASYCUDA World; while 37 Tanzanian
Clearing and Forwarding Agents and 29 Tanzania Revenue Authority (TRA) staff trained
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by Kenya Revenue Authority (KRA) on the use of Simba: and 45 Kenya Revenue
Authority staff and 141 Kenyan Clearing and Forwarding agents trained by Tanzania
Revenue Authority on the use of Tanzania Customs Integrated System (TANCIS)

f) On enforcement and compliance procedures, groundwork on a regional framework for
interfacing national electronic cargo tracking systems and one for operating a regional
customs bond has been done. Customs and Excise Department (CED) is working with
COMESA Secretariat and insurance companies on adopting the Regional Customs
Transit Guarantee Scheme (RCTGS).

2) On Inter-Agency Coordination, the following have so far been achieved:

i.  Tanzania Ports Authority and Tanzania International Container Terminal Services
(TICTS) have established direct links with Rwanda Revenue Authority (RRA),
Burundi Revenue Authority (OBR) and Uganda Revenue Authority (URA) in
clearing cargo destined to these countries:

ii.  RRA and OBR have stationed their officers at the Port of Dar es Salaam;

iii.  TANCIS will be interfaced with Kenya Ports Authority System;
iv.  TRA deployed its officers in Nairobi and Kenya Ports Authority in Mombasa in
September 2014;

v.  National SCT Steering Committee incorporating all key stakeholders was

inaugurated on 9" July 2014. It comprises all key Government Ministries and

Agencies involved in cargo clearance chaired by the Permanent Secretary,
Ministry of Finance.

h) It was further noted that there are challenges affecting the implementation of SCT such
as:
i.  transmission in terms of information and data sharing in all Revenue and Port
Authorities;
1. Non-compatibility and difficulties in data sharing under different Electronic
Cargo Tracking Systems by Partner States;
iii.  Compatibility of Revenue Authorities IT systems with Port Authorities:
iv.  Fears and concerns about lose of business and employment by Clearing and
Forwarding agents in Tanzania and Kenya.
v.  Absence of EAC Regional Bond to facilitate clearance of goods to warehouse and
exempted goods.
vi.  Difficult processes by Revenue Authorities to grant access and rights to Clearing
and Forwarding agents and Customs officers.




vii.  Non-implementation of the EAC Common Market Protocol. For example, lack of
harmonization of work permit requirements still hindering the business people
from operating in any country of their choice within the region

Committee’s observations on the Report on on-spot assessment of the SCT
Having considered the reports, the Committee made the following observations:

1.

1ii.

iv.

The implementation of the single customs territory allows for free movement of goods
within the region, or with minimum border controls. This may lead to dumping of goods
in the country if proper check-up systems are not put in place. In the protocol for the
establishment of the EAC Customs Union, dumping is defined as the situation where the
export price of goods imported or intended to be imported into the Community is less
than the normal value of like goods in the market of a country of origin. Though the
Protocol provides for Rules against dumping (Arficle 16), enough measures have not
been put in place to eliminate dumping. The EAC single Customs Territory may
encourage dumping and other unfair trade practices because goods may be declared to be
consumed at the destination country but end up being introduced to the domestic markets
of other the transit country.

The operationalization of a single customs territory might lead to smuggling of goods.
Deviation from regionally agreed rates, with applicable tariffs for sensitive products
sometimes varies from country to country. Such differences in rates can distort trade and
encourage smuggling. This can happen through drug trade, illegal immigration and tax
evasion.

There would be difficulty in collection of domestic taxes on cross border trade since it
will require better exchange of information between the exporting and importing Partner
States in order to follow up on the traders’ tax obligations. This might not be achievable
soon since there are still challenges in information sharing among institutions of the
partner states. Example, there have been challenges of clearance of goods destined for
Uganda, through Kenya as a result of the two countries using different ICT systems.

The implementation of the SCT has also raised fears and concerns among the citizens and
the business people within the EAC especially clearing and forwarding agents about loss
of jobs and businesses. This can become possibility if proper mechanisms are not put in
place to curb such.

The report of the on-spot assessment of the EAC single customs territory was done in
Tanzania only. It is important that such assessment is done in all the countries
periodically to assess the extent of implementation of the single customs territory.
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2.2 Report of The Committee on Accounts on the Audited Accounts of the EAC
for the year ended 30™ June, 2013

The Committee on Accounts of the EALA is mandated pursuant to Article 49(2) of the Treaty
Establishing the EAC to discharge oversight functions on behalf of the Assembly on all financial
matters of the Community. It is in line with this that Committee on Accounts of the EALA
reviewed the reports referred to it by the Speaker of the Assembly and prepared its reports.

The Committee ventilated on the report and deduced the following:
1. There were audit issues raised by the East Africa Community Audit Commission on the

consolidated Financial Statements of the EAC organs in the financial year 2012/2013.
These were:

1) Over expenditure-The most notable over expenditure was on international air
tickets and daily subsistence allowance. The committee recommended to the EAC
Council of Ministers to adhere to the provisions in the financial rules and
regulations and avoid incurring over expenditures on budget lines without the
requisite approvals and further directed the EAC management to table before the
Assembly measures taken to ensure budgetary controls.

ii) Expenditure Cut offs- The EAC management made substantial advances to staff

for activities not undertaken to the tune of USD 384.834 contrary to EAC
financial rules and regulations.

iil) Anomalies in accountabilities for imprest advances:

* In cases of advances for meetings and conferences both within and outside
Arusha, majority of the accountability records do not have invitations.

e Where invitations are filed there is no formal communication from
responsible recipients indicating the names of officers who have been
formally nominated by the person to whom the meeting request has been
addressed.

¢ Minutes of what was discussed and resolutions not filed

iv) Documentations reveal that a total of USD 35,651 was paid to officers in lieu of
leave. In all instances; there was no evidence that special permission to accrue
leave had been obtained as required by regulations. Furthermore there was no

budget provision for such expenditure, instead this was charged to salaries and
wages.




v) Excessive salary deductions:-Regulation 55 of the staff rules and regulations
allow staff to get salary and housing advances but with deductions not exceeding
50% of the employees’ salaries. Review of secretariat payroll reveals a number of
staff whose deductions exceeded 50% with some reaching as high as 80%.

2. Performance of the Internal Audit Department: the internal audit department lacks
sufficient capacity to effectively undertake its plans and relevant reviews.

3. Audit of staffing position for the EAC revealed several unfilled positions within the

Secretariat.

4. Unauthorized Budget Roll Over: The Audit Commission took note of a meeting with
stakeholders to deliberate on the design of the Arusha-Voi road, an activity which had
been budgeted for in the financial year 2011/2012 at USD 47,400. However, the activity
was not undertaken in that financial year and was subsequently rolled over to the

subsequent financial year 2012/2013 without following the due process.

5. Expenditures on Daily Subsistence Allowances-some staff were paid for 200 working
nights in one financial year. This implies that the said staff must have been out of office

for almost the whole financial year.

6. There were procurement irregularities on air tickets and disposal of Old Motor Vehicles.

7. Engineering Audit issues: - Unsatisfactory finishes in some parts of the building and

inadequate workmanship on external works.

East African Court of Justice (EACJ)
The following were reported by the Accounts Committee of EALA on the EAC Court of Justice:

(1) Wasteful expenditure where USD 116,000 was spent on daily subsistence allowances at
the rate of USD 350 per person for a meeting in Moshi which is two hour’s drive from

the duty station.
(i1) Non-compliance with Human Resource rules and regulations criteria: - there were cases

where officers were acting for positions for more than six months.
(iii))EACJ paid USD 33,350 for training. Audit reveals that the EACJ had no approved

training plan and regulations.

East African Legislative Assembly (EALA)
The following were some of the findings on the East African Legislative Assembly:
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(1) Irregular payment of per diem of USD 9,084 to facilitate attendance of funeral
ceremonies.

(i1) Flouting of procurement regulations on printing of East African Community Fund annual
report and promotional materials.

Lake Victoria Basin Commission (LVBC)

The following were some of the findings by the Accounts Committee on the Lake Victoria Basin
Commission

(1) Weaknesses in management of Accountable Imprest, where an imprest amounting to
USD 115,136 remained unaccounted for as at 30" June 2013

(11) Poor Budget performance with utilization standing at 44% of total funds earmarked for
its programs during the year. This was attributed to delay in release of funds for various
activities from development partners. The donors were contributing 88% of the budget.

(iii) Excessive payment of travel and daily subsistence allowances to the tune of USD
1,597,208 during the financial year 2012/2013. Some of the Commission staff were out
of office for between 100 to 272 days. The cadres of staff in question were unreasonably
out of the office yet their job description entails working in the office e.g. Accounts
Department staff, senior staff and management.

Lake Victoria Fisheries Organisation (LVFO)
On the Lake Victoria Fisheries Organization, the following were the findings:

(1) Doubtful expenditure of up to USD 61,547. This expenditure was not properly accounted
for, contrary to the financial regulations. Examination of the accompanying documents
revealed several inconsistencies that point to possibility of misuse.

(1) Irregular out of pocket allowance of up to USD 2,980. It was noted that LVFO were
invited for workshops and conferences and the organizers provided for air tickets and

subsistence allowances in cash form. The officers were therefore not entitled to any other
allowance.

(ii)) The institution had a wasteful expenditure in a case where a three day workshop held in
Seeta which is an one hour’s drive from the Jinja Office, each officer was paid full per
diem for three nights at a rate of USD 300 per night.
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Inter University Council for East Africa (IUCEA)
On the Inter University Council for East Africa, the following were reported:

(1) The Audit Commission reported that during the review of the financial statements, it was
noted that the amount of contributions collected from Partner States was USD 2,856,466

while the total expected was USD 4,015,550. In addition the arrears from the Partner
states as at June 2013 amounted to USD 12,853,915. Failure by member states to

promptly remit their annual contributions negatively affects performance of the Council
in fulfilling its mandate. It was noted that the increased non-remittance raises

uncertainties regarding the capacity of the council to survive as a ‘going concern’

(ii) Doubtful recoverability of contribution in arrears of USD 12,353,914.80. All Partner
States with the exception of Rwanda had outstanding arrears. Several reminders and

letters have been sent to Partner States backed by EAC Council directives.

(ii1) Other observations include absence of a comprehensive fixed assets register, delayed
construction and co-ownership of the land title for [IUCEA Headquarters, inadequate

staffing, weakness in human resource function, weaknesses in book keeping among

others.
The Civil Aviation Safety and Security Oversight Agency

The Audit Commission reported the following on Civil Aviation Safety and Security Oversight

Agency:-

(i) Irregular budgeting for reserves- The original budget of USD 1,520,346 is inclusive of
USD 266,346 being transfers from the reserves implying that the budget team had

anticipated the transfer.

(ii) Idle funds on the Reserves Account No. 6003614873;- The bank statement reveals that at
the close of the financial year, the above account had a credit balance of USD 120,929.62
deposited on 2" October 2012.There were no other credits or debits on this account

during the year apart from the bank charges.

(1i1)Irregular recognition of accumulated leave of USD 14,144, There is no evidence to show
that authority sought for accumulating leave as provided for under staff regulations.
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Committee’s observations on the Report on the Audited accounts of the EAC for the
financial year ended 30" June, 2013

Having considered the report of the audited accounts, the Committee made the following
observations:

1i.

il

2.3

There exists a great challenge in regard to management of funds by the Institutions of
the EAC that has led to wasteful expenditures. This is also coupled by professional
misconduct, abuse of office, poor governance structures and weak internal control
systems. The Committee also noted with great concern the absence of specific
legislation on finance management and procurement process that has created a
loophole of misappropriation of funds. This is in contravention to the Treaty for the
Establishment of the EAC and the specific laws of the Partner States.

Most of the budget for the EAC institutions and for implementation of projects is
donor funded. This poses the threat to the type of the projects to be implemented as

these have to be compliant with the donor conditionalities. Further, this affects the
sustainability of projects.

The Partner states have failed to honor their obligations under the Treaty in terms of
remittance of funds to the EAC, with the exception of the Republic of Rwanda. This

has adversely affected the ability of the EAC Institutions to decipher on their
mandate.

Report of the Committee on Legal, Rules and Privileges on the Rules of

Procedure of Committees of the Assembly and Code of Conduct of the
Members of the Assembly

These rules are made pursuant to Article 49 (2) (g) of the Treaty Establishing the EAC. The
article provides that the Assembly shall make its rules of procedure and those of its committees.
This task was bestowed upon the Committee on Legal, Rules and Privileges. The rules are
seventeen in number to guide the operations of standing committees, select committees, ad hoc

committees and any other committee the House may establish except the Committee of the
whole House.

The important provisions to note are:

Rule 8: Quorum




Paragraph (2) provides that unless the issue of quorum is raised during proceedings of a
Committee, quorum shall be required at the commencement of a meeting and for purposes of

voting.

Remark

This should be discouraged as the Members deliberate on important issues therefore quorum
should be required at all times and not just at the commencement of meetings and during voting.

Rule 10: Decisions of Committees

Paragraph (2) provides that the chairperson presiding at a meeting of a Committee shall have

neither a deliberative nor a casting vote.

Remark

It is not clear why the Chairperson who is a Member of the Committee should have neither a

deliberative nor a casting vote and an explanation on the same is necessary.

Rule 13: Special Powers of Committees

Paragraph (1) (d) provides that in the exercise of its function as a Committee it shall have the

powers of the High Court for —
Enforcing the attendance of witnesses and examining them on oath, affirmation or

otherwise;
Compelling the production of documents;

ii.
Issuing of a commission or request to examine witnesses abroad; and

1.

iv.  Citing any person for contempt.

Remarks

These powers are desirable. However, it should be expressly stated where they are derived from
as the rules should not bestow on the Committees more powers than those envisaged by the
Treaty Establishing the East African Community and the Rules of Procedure of the East African

Legislative Assembly.

The numbering of the Rules should be looked at as there are two Rule 4’s, namely Functions of
Chairperson and Absence or Inability of Chairperson. These need to be renumbered.
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Code of Conduct for the Members of the Assembly

The purpose of this Code is to assist all Members in the discharge of their obligations to the
Assembly and the public at large. The provisions of the code as drafted are in order and are not
in conflict with any other legislation.

3.0 THE BILLS PASSED BY THE EAST AFRICAN LEGISLATIVE ASSEMBLY
3:1 The East African Community Elimination of Non-Tariff Barriers Bill, 2015

The main objective of this Bill is to provide a legal mechanism for identifying, monitoring and
eliminating non-tariff barriers within Partner States. The Act defines non-tariff barriers as laws,

regulations, administrative and technical requirements other than tariffs imposed by a Partner
State, whose effect is to impede trade.

Non-tariff barriers arise from different measures taken by governments and authorities in the
form of government laws, regulations, policies, conditions, restrictions or specific requirements,
and private sector business practices, or prohibitions that protect the domestic industries from
foreign competition. These can arise from among others, import ban, employment law, import
licenses, quality conditions imposed by the importing country on the exporting countries,
unjustified Sanitary and Phyto-sanitary conditions, complex regulatory environment and Corrupt
lengthy customs procedures.

The Bill was enacted to give effect to Article 13 of the Protocol on the Establishment of the East
African Community Customs Union in which Partner States had agreed to immediately eliminate
existing non-tariff barriers to the importation into their respective territories, of goods originating
in the Partner States. The main objective of the EAC Common Market Protocol is to expand
trade in goods and services, foster investment by means of fair, stable and predictable rules and
eliminate barriers to trade between the Partner States.

The enacting of the Bill will set the stage for a more concerted effort towards elimination of the
negative effects of non-tariff barriers on intra-regional trade. The Bill provides a legal framework
for enforcing the removal of non-tariff barriers through the establishment of dispute resolution
mechanisms with the possibility of sanctions against offending states.

Part I of the Bill contains preliminary provisions of the bill.

Clause 1 provides for the short title of the Act and commencement date.

Clause 2 provides for the interpretation of terms.
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Clause 3 sets out the objective of the Act which is to facilitate and enhance trade in the
Community by removing conditions that affect and distort trade in goods within the Community.

Part II of the Bill provides for the prohibition of activities that create non-tariff barriers.

Clause 5 prohibits a partner state from engaging in trade practices, customs procedures or
imposing any measures that constitute non-tariff barriers.

Clause 6 prohibits a public officer or an institution of a Partner State from engaging in an
activity which is not authorised by the Laws of the Community or of the Partner State and results
in any loss, additional cost to the business of the affected party or amounts to a corrupt practice
or causes any other impediment to trade within the Community. The clause requires a Partner
State whose Officer or institution impedes trade to pay compensation to the affected party.

Part III of the Bill provides for the establishment of National Monitoring Committees and
National Focal Points.

Clause 7 provides for the establishment of National Monitoring Committees tasked with, among
other things, identifying and monitoring the process of elimination of non-tariff barriers, and
advising Partner States on the policies and laws that contain or lead to non-tariff barriers. It
further provides the membership of this committee, which includes representatives of the
relevant government institutions and the private sector as determined by a Partner State.

Clause 8 requires each Partner State to designate a Ministry as the National Focal point for
matters relating to the non-tariff barriers. It further sets out the functions of the National Focal
Point and establishes it as the secretariat to the National Monitoring Committee. The functions
include initiating policies and strategies on the elimination of non-tariff barriers in the Partner
State, monitoring new tariffs and facilitating the implementation of the East African Community
Time Bound Programme for Elimination of Identified Non- Tariff Barriers.

Part IV of the Bill provides for the procedure for elimination of non-tariff barriers.

Clause 9 sets out the mechanisms for the elimination of the non-tariff barriers. These include
mutual agreement of the concerned Partner States, implementation of the East African
Community Time Bound Programme for Elimination of Identified non-tariff Barriers and
regulations, directives, decisions or recommendations of the Council

Clause 11 requires the National Monitoring Committee, on receipt of a complaint or report, to
investigate the report or complaint and prepare a plan for the elimination of the non-tariff barrier.
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The plan of elimination must specify the impact of the barrier, the time frame for the elimination
and the challenges that may be encountered in the process of elimination.

In addition, a Partner State whose parties are affected by a non-tariff barrier in another Partner
State may initiate the process of elimination of the barrier by a notification in writing to the
Partner State where the barrier exists and a copy to the Secretary General.

Clause 12 provides for the Secretary General to refer a matter to the Council where the
concerned Partner State fails to eliminate a non-tariff barrier.

Part V of the Bill contains general provisions.

Clause 13 provides that the Act shall not affect the rights of a Partner State to take temporary
measures that would otherwise amount to a non-tariff barrier, where the temporary measures are
in the interest of defense and security, public safety or public health. The Partner State should,
however, endeavor to inform the other Partner States before the introduction of this measure or at
the very least, simultaneously to the measure being undertaken.

Clause 14 requires the National Focal Points of the Partner States to exchange information on
matters relating to non-tariff barrier.

Clause 15 requires the Council to generally coordinate and monitor the elimination of non-tariff
barriers.

Clause 16 provides for sanctions and states that the Council may recommend to the Summit to

impose sanctions against a State that fails to comply with a directive, decision or
recommendation of the Council.

The Schedule provides for the World Trade Organization Categories of Non-tariff Barriers
which are applicable to the Partner States.

Committee’s observations on the EAC elimination of non-tariff barriers bill, 2014
The provisions of the Bill are in order save for clause 18 which states that:

This Act shall take precedence over the laws of the Partner States with respect to any matter to
which its provisions relate.
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This is ambiguous as a person cannot with certainty state which particular laws are being
referred to. The law should be specific and this clause should be amended to state which specific

laws are being referred to.

3.2 The East African Community Integration (Education) Bill, 2014

The Bill seeks to provide a framework for ensuring that the citizens of the Partner States are
informed of the affairs and the activities of the Community. This arises from the realization that
a large number of people in the Community do not know that they can participate in the affairs
and activities of the Community. The Bill, which was a private members bill, aims to ensure that
the people of East Africa know of the existence of the Community. The Bill will go a long way

in bringing the integration process to the people in a regulated manner.

The main objective of this Bill is set out in Clause 3 which is to facilitate acquisition of
information, knowledge, skills, values and attitudes that are necessary for people of East Africa

to meaningfully participate in the integration process.

Clause 2 contains interpretation of terms and defines integration education as education about

the Treaty and the integration process in the Community.

Clause 4 establishes the Integration Education Unit which is responsible to the Secretary

General and its functions include —

coordinating integration education activities in the Partner States with the competent

(a)
authorities;

(b)  developing relevant materials for dissemination in the Partner States;

(c)  setting standards and quality control mechanisms in integration education;

(d)  developing curricular for integration education by the education institutions in the
Partner States; and

(e)  perform any other functions as may be required to achieve the objectives of this Act

Clause 6 specifies that the Unit shall receive funds from the budget of the Community and other

sources determined by the Council.

Clause 7 provides for the competent authorities in the Partner States to be the national focal
points for the purpose of integration education in the Community. The competent authority refers

to the relevant authority responsible for carrying out civic education.
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Committee’s observations on the East African community Integration (Education) Bill,
2014

The Bill is in order save that the title is misleading. The Bill focuses on the sensitization of the

East Africa Community yet the title refers to education. The use of the word education needs to
be thought through.

It is also worth noting that this Committee in its report to the House which was laid on March 25,
2014 had also dealt with this Bill and had made similar sentiments. There is need for a follow-up

on whether these comments were forwarded to the Clerk of the East African Legislative
Assembly.,

33 The East African Community Customs Management (Amendment) Bill, 2015

The main objective of this Bill is to amend the East African Community Customs Management
Act, 2004 to facilitate the fulfilment of the functions of the Directorate of Customs and Trade
and to facilitate smooth implementation of the Act. The principal Act makes provisions for the
management and administration of Customs.

The Bill seeks to amend the following sections-

Clause 1 provides for the short title to the Act.

Clause 2 seeks to amend section 14 of the principal Act in subsections (3), (4) and (5) by
deleting the word “owner” and substituting it therefore with the word “operator”. Although the
amendment is in order, legislative processes should be precise. In this regard, there should be a
different paragraph for each of the subsections. The clause should read as follows:

2. The East African Community Customs Management Act, 2004, in this Act referred to as
the “principal Act™ is amended in section 14 by -

a) deleting the word “owner” appearing in subsection (3) and substituting it therefore with
the word “operator”;

b) deleting the word “owner” appearing immediately after the word “depot” and the article
“the™ in subsection (4) and substituting it therefore with the word “operator”;

¢) deleting the word “owner” appearing in subsection (5) and substituting it therefor with
the word “operator™.
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Clause 3 secks to amend section 34 of the principal Act by deleting subsection (5) which
provides as follows:

(5) where goods entered in accordance with subsection (1) are not removed from the first point
of entry within fourteen days from the date of entry, such goods shall be liable to customs
warehouse rent."

and substituting it therefore with a new subsection (5) which provides that:

(5) Where goods are not removed from the port of discharge after the expiry of the twenty one
days prescribed under subsection (1), the goods shall be deemed to be in a customs warchouse.

This should be looked at vis-a-vis the provisions of section 42 (3) of the principal Act which
provides as follows:

(3) Where any goods have been deposited in a Customs warehouse then they shall be subject to
such rent and other charges as may be prescribed.

[n this regard, the warehouse rent is still due to the country.

Clause 4 seeks to amend section 51 of the principal Act in subsection (1) (d) by deleting sub-
paragraph (iii) which provides as follows:

(iii) in respect of any other product as may be prescribed.
and substituting it therefore with the following new paragraph (iii):
(iii) in respect of any other product as may be prescribed by the Commissioner.

This is within the powers of the Commissioner and is confirmed by sub section (1) which
provides as follows:

(1) Where any goods are warehoused, the Commissioner may, subject to such conditions as he or
she may impose—...

Clause 5 seeks to amend section 57 of the principal Act in subsection (1) deleting the words “of
three months” and substituting them therefore with the words “as he or she may deem
appropriate”

Subsection (1) provides as follows:
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All warehoused goods which have not been removed from a warehouse in accordance with this
Act within six months from the date on which they were warehoused may, with the written
permission of the Commissioner, be re-warehoused for a further period of three months:

Justification: This is to give the Commissioner discretion in this matter.
Secondly, the proviso to subsection (2) is to be deleted. Subsection (2) provides as follows:

Where any goods required to be re-warehoused under subsection (1) are not so re-warehoused,
then they shall be sold by public auction after one month's notice of such sale has been given by
the proper officer by publication in such manner as the Commissioner may deem fit:

Provided that any such goods which are of a perishable nature may be sold by the proper officer

without notice, either by public auction or private treaty, at any time after the expiry of the initial
warehousing period.

Justification: The effect of this is that even in disposing of perishable goods proper notice
must be given. This may result in a lot of losses as the goods may rot during the one month

notice period. It is advisable to retain the proviso and seal any loopholes that are in existence
which cause its abuse.

Clause 6 seeks to amend section 87 of the principal Act by inserting a new subsection which
provides as follows:

(2) For the purposes of subsection (1), “office of destination” means any customs office at which
a customs transit operation is terminated.

Section 87 provides as follows:

Transit may be terminated by presenting the goods and the relevant entries at the office of
destination within the time limit specified by the Commissioner, without the goods having

undergone any change and without having been used, and with the Customs seals, fastenings and
identification marks intact.

Justification: This amendment is for the purpose of clarity of what an “office of destination”
means.

Clause 7 seeks to amend section 107 of the principal Act by inserting two new subsections as
follows:
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(5) Where any obligation that requires the furnishing of a cash deposit has been fulfilled, the
Commissioner shall, within thirty days, upon completion of the obligation refund the cash

deposit.

(6) Where the Commissioner does not refund the cash deposit, an interest of two per centum per

month shall accrue on the deposit for the period it remains unpaid.

Section 107 provides as follows:

(1) Where any security is required to be given under this Act, then that security may be given to

the satisfaction of the Commissioner either—

a) by bond, in such sum and subject to such conditions and with such sureties as the

Commissioner may reasonably require; or

b) by cash deposit; or
¢) partly by bond and partly by cash deposit.

(2)Where any security is required to be given under this Act for any particular purpose then such
security may, with the approval of the Commissioner be given to cover any other transactions
which the person giving the security may enter into within such period as the Commissioner may

approve.

(3)All bonds required to be given under this Act shall be so framed that the person giving the
bond, and any surety thereto, is bound to the Commissioner for the due performance of the

conditions of that bond; and any such bond may, unless sooner discharged by the due
performance of the conditions three years from the date thereof, but without prejudice to the right

of the Commissioner to require fresh security.

(4) Where any bond given under this Act is discharged, then the Commissioner shall cause such
bond to be cancelled and an endorsement to that effect made thereon.

Justification: The proposed amendments are advisable as they limit the discretion of the
Commissioner by prescribing the period within which he must refund the bond. It also
introduces an interest to be paid on the sum as compensation in case of delay by the

Commissioner.

Clause 8 of the Bill seeks to amend section 218 of the principal Act by deleting the word
“council” and substituting it therefore with the word “Commissioner”. Section 218 provides as

follows:
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Where anything has been seized under this Act then the Council may, whether or not the thing
has been condemned, direct that that thing be released and restored to the person from whom it
was seized or to the owner, upon such conditions as the Council may deem fit.

It may not be advisable to vest such powers on a single individual and it may be better that the
provision be retained as it stands. Secondly, omnibus amendments are discouraged and there
is need for specificity in describing the location of the words to be deleted.

Clause 9 secks to amend section 243 of the Act by inserting the word “not” after the word
“shall”. Section 243 provides as follows:

Where any goods are sold under this Act, then the provisions of any legislation of any of the
Partner States relating to auctioneers shall apply to such sale.

This amendment is ambiguous as it leaves a lacuna on what legislation is to apply. It needs to
specify what legislation will apply in such instances.

Clause 10 seeks to introduce a new Section 248A which provides for the application of advance
binding rulings. It states that:

(I) A person intending to import goods, may make a written application to the
Commissioner for advance binding rulings on any of the following —

(a) tariff classification:
(b) rules of origin; or
(c) customs variation.

(2) Subject to subsection (1) and upon direction from the Commissioner, the applicant
shall furnish to the Commissioner sufficient information that may be used to make the
decision.

(3) The Commissioner shall within thirty days of receipt of the sufficient information
issue an advance ruling or give reasons for the inability to issue an advance ruling on
the application.

(4) The decision under subsection (3) shall be binding on the Commissioner and the
applicant.

The above provision is advisable. However, more consideration should be given to subsection
(4) as the Commissioner has made a decision without the benefit of seeing the items. The
Commissioner should be given a leeway to vary the ruling incase there is a variation between
the information provided and actual goods imported.

28|



o S

I 4.0 RECOMMENDATIONS

Having considered the reports and the bills from the East African Legislative Assembly, the
Committee therefore recommends, that;

1. There is need to carry out periodic assessment in all the EAC Partner States to assess
the extent of implementation of the SCT.

2. Each Partner States’ Revenue Authorities should urge their established Technical

/ Working Groups (TWGs) to fast track the implementation of the Single Customs

{ Territory framework to move with speed to complete their work to enable full
implementation of the SCT.

3. There is need for full implementation of the enforcement mechanisms established
under the Single Customs Territory to curb the trade malpractices that may arise as a
result of the operationalization of the EAC Customs Union such as smuggling and
’ dumping.

conduct workshops and seminars at national levels to ensure the citizens are

/ 4. Just like Tanzania Revenue Authority, other Partner States Revenue Authorities should
[ adequately sensitized.

/ 5. The Audit Commission should undertake value for money audit in the next audit
exercise. This arises from the realization that most of the institutions incurred wasteful
[ expenditures.

‘ 6. There is need to develop proper governance structures and internal control

J mechanisms to curb misappropriation of funds and professional misconduct within the

institutions of the EAC. To this end, the EALA should come up with legislation that
will ensure prudent management of the Community’s resources and streamline the
procurement processes. The Legislation should also provide for enforcement
mechanism for non-compliance with the rules. The officers found culpable of wasteful
expenditures should be prosecuted and charged by the courts.

7. The Partner States with outstanding arrears should remit the payment in time to enable
institutions undertake their mandates effectively. Further, the EAC Secretariat should
develop an enforcement mechanism in order to curb non-remittance by Partner States.

8. EAC Council of Ministers should fast track institutional review process to enhance
human resource capital and provide job security to the staff of the Community by
providing pensionable terms of service.
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9.

11

The East African Community Integration (Education) Bill, 2014 is in order save that
the title is misleading. The Committee in its report tabled in the House on March 25,
2014 had dealt with this Bill and had recommended that the title of the bill be
amended to “the East African Community (Civic Education) Bill, 2014”. The
Committee still holds the same position in regard to the bill.

- Clause 18 of the East African Community Elimination of Non-Tariff Barriers Bill,

2015 is ambiguous and should be amended to state which specific laws are being
referred to.

- The Committee noted various discrepancies with the East African Community

Customs Management (Amendment) Bill, 2015 which should be addressed before
enactment of the Act.
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1.0 BACKGROUND

Members of the business community are engaged in cross-border trade within the East
African Community countries although businesses are severely hampered by inefficient
trade facilitation systems. In bid to implement the EAC Customs Union Protocol, EAC
Partner States have embarked on fast tracking the Single Customs Territory (SCT) whose
framework was adopted by the EAC Summit of Heads of States in November 2013. The

Summit directed that the SCT commences on 1% January 2014 and that all operational

requirements be finalized by June 2014.

Under the SCT arrangement, the EAC member states have adopted a destination model
of clearance of imports whereby the assessment and collection of tax revenues on such
consignments are done at the first point of entry. This allows free Circulation of goods
within the single EAC market, with variations to accommodate exports from one Partner
State to another. In this regard, Customs administrations in destination states retain
control over the assessment of taxes. This crystallizes the gains of regional integration
characterized by minimal internal border contrqis and more efficient institutional

mechanisms for clearing goods out of Customs control.

Pursuant to Article 49 (2) (e), "the Assembly may for purposes of carrying out its
functions, establish any Committee or committees for such purposes as it may deem
necessary to exercise both legislative and oversight functions on all matters within the
scope of the EAC through meetings, studies, workshops; tours, on spot assessment

activities, to mention but a few”

In order to exercise its oversight mandate the EALA Committee on Communications,
Trade and Investment has found it imperative to undertake on Spot assessment on the
Tanzania Ports Authority (TPA) and Tanzania Revenue Authority (TRA) to engage Ports
and Customs Authorities, and Tanzania Freight Forwarders Association on the
implementation of EAC SCT, since these stakeholders play a significant role in the
operationalisation of the Single Custom Territory to improve business environment in the

EAC region.

1.1  Objectives of the On-Spot Assessment

The objectives of the on spot assessment were to;-’



(a) Understand the state of play for the operationalisation of the Single Custom Territory;

(b) Find out the operations and processes that will be involved in the implementation of
the EAC Single Customs Territory;

(c) Identify the expectations, fears/challenges that are involved and recommendations
to address them;

(d) Visit Ports and Customs Authorities site installations and facilities to acquaint

themselves with cargo handling and clearance procedures.
1.2 Methodology

The Members of the Committee on Communications, Trade and Investment held
meetings from September 29" to 27d October 2014 with various stakeholders. Amongst
them were Tanzania Revenue Authority (Customs), Tanzania Freight Forwarders
Association, EAC Secretariat, Tanzania Ports Authority (Tanga Port). The Committee also
carried out a guided tour on site installations and facilities In place including cargo
handling and clearance processes and procedures. From these visits and meetings, the

committee took stock of the observations and recommendations.

2.0 FINDINGS

2.1 The status of Implementation of the EAC Single Customs on the Central
Corridor '

The Committee was informed thaf, in January 2014, Tanzania Revenue Authority started
its involvement in preparations for SCT implementation and TRA has set aside an
additional budget of TZS 1,668 billion to support SCT implementation. This is an initiative
that cuts across different Government and private sector stakeholders. At regional level,
coordination has been done by EAC Secretariat and at National level, there is a Steering

Committee under the Ministry of Finance.

The Committee was made to understand that the Standard operating procedures
covering most of the key Customs procedures and control mechanisms have been
developed and tested and the meeting of the EAC Commissioners of Customs took place
in Dar Es Salaam on 28% — 29t August 2014 to consider and adopt the standard operating

procedures. The Amendments to East African Community Customs Management Act,



2004 for smooth SCT implementation have been drafted and submitted to EAC Secretariat

for processing.
2.1.1 Customs Systems Interconnectivity

In terms of Customs Systems Interconnectivity, Tanzania’s ASYCUDA++ was interfaced
with ASYCUDA World of Rwanda, Uganda and Burundi and Simba of Kenya to allow
piloting of SCT that commenced in June 2014, Through this interface, manifests and
declarations with subsequent release order information is exchanged electronically and
the Information Technology experts are currently working out to fine tune to enable

electronic transmission of Exit Notes, declaration and risk selectivity lane, and this is done

through emails.

Below is the status of customs systems interconnectivity between Tanzania and other

Partner States.

L Uganda = - AsycudaWorld  Done

2 | Burundi | . AsycﬁdéWofld Done.

3 Rwanda | g Asycuda World ~ Done

b Kewm S | End of Sept 2014

2.1.2  Interface with Tanzania Customs Integrated System (TANCIS)

TANCIS is a robust system that was introduced to replace Asycuda++ currently working
with SCT server. The Committee inspected the Control room where TANCIS is operated
and members were informed that Automation started since 1997 in Tanzania by
introduction of ASYCUDA 2.7 and later migrated to ASYCUDA++ system in 2005. When

users’ needs and technological developments evolved over time, several weaknesses



were identified in the system. In 2012 TANCIS was developed and implemented in 2
Phases. Phase I - for main custqms clearance business and Phase II - other customs

functions/modules.

TANCIS was developed to resolve ASYCUDA++ weaknesses, automate Manual Clearance
Processes, and to re-align operations and processes to conform with laws, regulations

and best practices.

Tanzania Revenue Authority engaged a Consultant in August 2014 to develop a new
interface between other Partner States Revenue Authorities Customs Management
Systems with TANCIS. Major Benefits of TANCIS include the following;-

Simplified and transparent cargo clearance procedures;
Reduction of cargo clearance time;

Trade facilitation with a viev@ of reducing cost of doing business;
Improved/strengthened controls where necessary;

More effective / efficient use of resources including staff;

I I

Overall improved quality of services;

2.1.3 Review of Legal Framework

Draft Amendments to the East African Community Customs Management Act, 2004 to
provide for the legal backing of the SCT initiatives have been developed and submitted
to EAC Secretariat for initiating the approval process. The main areas covered include

Refunds of duty, Transfer of goods, and security bonds among others.
2.1.4 Capacity Building and Change Management

Workshops and seminars at national levels were conducted by TRA in April, May and
June, 2014 to provide awareness and understanding of the procedures to various
stakeholders such as Customs Staff, Clearing and Forwarding Agents (CFA). Customs and
Excise Department has been a\}ailed with additional staff and 50 recruits completed

Customs basic training in August 2014.



In addition, sensitization to selected groups of trading communities was done in the
regions and border stations of Kagera, Mwanza, Mara, Arusha, Kilimanjaro, Tanga and

Dar Es Salaam.

In addition to seminars and workshops, other sensitization programs were also conducted
by Tanzania Revenue Authority and EAC secretariat in April, June and July 2014 for major
stakeholders including the Clearing and Forwarding Agents in Dar Es Salaam,

Kabanga/Kobelo and Rusumo.

Training programs are On-going exercises and therefore more training programs are yet
to be conducted. In this regard, 82 Tanzanian Clearing & Forwarding (C&F) agents trained
by Rwanda Revenue Authority (RRA) on the use of RRA ASYCUDA World, while 37
Tanzanian Clearing and Forwarding agents and 29 TRA staff trained by Kenya Revenue
Authority (KRA) on the use of Simba, and 45 Kenya Revenue Authority staff and 141
Kenyan Clearing & Forwarding agents trained by Tanzania Revenue Authority on the use

of Tanzania Customs Integrated System (TANCIS).

2.1.5 Enforcement and Compliance Procedures

Groundwork on a regional framework for interfacing national electronic cargo tracking
systems and one for operating a regional Customs‘ bond has been done. Customs and
Excise Department (CED) is working with COMESA Secretariat and insurance companies
on adopting the Regional Customs Transit Guarantee Scheme (RCTGS).

2.1.6 Inter-Agency Coordination

1. Tanzania Ports Authority and Tanzania international Container Terminal Services
(TICTS) have established direct links with lRwanda Revenue Authority (RRA),
Burundi Revenue Authority (OBR) and Uganda Revenue Authority (URA) in clearing
cargo destined to these countries;

2. RRA and OBR have stationed their officers at the Port of Dar es Salaam;

3. TANCIS will be interfaced with Kenya Ports Authority system:;

4. TRA deployed its officers in Nairobi and Kenya Ports Authority in Mombasa in
September 2014;



5. Kenya Ports Authority is expécted in Dar es Salaam for the interface task in October
2014.

6. National SCT Steering Committee incorporating all key stakeholders is functional
since July 2014.

2.1.7 Piloting the SCT
1. SCT Piloting with Rwanda

The SCT piloting with Rwanda Commenced in June 2014 under Wheat grains and

Petroleum Products as shown below; -

1650'Mt -
2 Petroleum Products 38,958,752 Lts 1,064

More products which have been agreed upon to be included in the pilot products include
duty paid Maritime trade such as rice, sugar, motor vehicles while products for Intra-

Regional trade include cement, sdgar and salt.

2. SCT Piloting with Uganda

Products were selected from Ugandan manufacturers such as Mukwano Industries,
BIDCO, and MOVIT and also Wet cargo (Petroleum products) are discharged at Dar es
Salaam Port cleared under SCT since 1%t August 2014.

L _ 'tlem Pradul-c{s St : 770’515“:5 Ca ,- 20tankers

’ | ﬁicg | , ‘ %38-:0(-30 kgs | B;ZZ\VI’ésseI;
T

4. - Fer%ﬂizef | | “ 85;600‘ Kgs | 1 Vessel

5 _ ‘S_Qices/cin_namon Tt i 1,770 Kgsjfl : 1\/ess el s



, 3. SCT Piloting with Burundi

P Below is the table showing the products that are being piloted under SCT arrangement

I for Burundi; -

1 Wheat S3E8ML N qgi
/' 2 Beer Malt - 1,530 Mt 51
. Y w THOTPhOTOUS Adid, w02 50 ST g s L e g
j' 4 Silicon Dioxide 17 Mt 1
5" Cement 459 Mt ' 14

4. SCT Piloting with Kenya

{ The table below indicates the products that are being piloted under the SCT arrangement

f between Tanzania Ports Authority and Kenya;-

} A5 L adndry Soapic L
2 Cooking Oil 3,959 Kgs 2

it was mentioned that arrangements are underway to extend SCT

In addition,
and the

implementation to Tanzania-destined cargo arriving at Mombasa Port

deployment of Tanzania Revenue Authority staff has been done.



5. SCT Coordination at National Level

The Committee was further informed that the National SCT Steering Committee was
inaugurated on 9% July 2014 and it comprises all key Government Ministries and Agencies

involved in cargo clearance chaired by the Permanent Secretariat Ministry of Finance.

SCT implementation schedule and roadmap for Tanzania has been developed and
recommendations have been made to the Ministry of Works on limiting to three, the

frequency of weighing trucks transporting SCT-cleared cargo.

A Task Force has been established to come up with mechanism to identify trucks
transporting SCT-cleared cargo' (Police, Immigration, TANROADS & TRA) and
recommendations have been made to the Police and other security organs to carry out
any necessary inspections of trucks transporting SCT-cleared cargo only at the designated

weigh bridges.

TANROADS has been requested to expedite the process of harmonizing axle load
legislation and the Attorney General Chambers to lead agencies involved in cargo

clearance in reviewing their respective legislations in line with the agreed SCT framework.
2.1.8 Tanzania Ports Authority (Tanga Port)
The Committee visited Tanga port and the following observations were identified; -

1. Tanga port is one of the six major ports operated by Tanzania Port Authority (TPA) in
Tanzania along other major ports, which are Dar es Salaam and Mtwara (along the
Indian Ocean), and Mwanza, Kigoma and Kyela on Lakes Victoria, Tanganyika and
Nyasa respectively.

2. Ttis a Government owned parastatal established by the Ports Act of 2004 and operates
under the Ministry of Transpo& of the United Republic of Tanzania

3. The port is located between two deep sea ports of Dar es salaam (Tanzania) and
Mombasa (Kenya)

4. Tanga port is the oldest port in the coast of East Africa as it was constructed in 1891.
It is currently provided with two shallow water berths with a total length of 380m.

5. It is a lighterage port due to its draft limitation, which range between 3.5 meters and
4.5 meters at low and high tides respectively. Vessels of 1200 GRT capacity can be
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handled along the quay. Its draft limitation demands for specialized logistics operation
at stream that involves process of cargo discharge from vessels anchored offshore,

transport it to shore or a pier using tugs, discharge it and stack it for hinterland

logistics and vice versa.
6. The Port is connected with ICT applications such as 24 hour accessible website and

Internet banking. -
7. TRA is also in the process of linking the port with Asycuda++ to facilitate cargo

clearance.
8. There is also a Disaster Recovery site project located in Bandari house.

Tanga Port is faced with the following challenges:-

1. Operation of deep sea vessels at stream which Leads to double handling of cargo

and affects productivity in terms of speed of loéding/ofﬂoading and vessel stability,

2. Ineffective inland transport system as there is no Railway transport therefore all

cargo cleared are transported by road.

3. Increase physical capacity through constructing the new port at Mwambani to be

linked with a new railway line from Arusha to Musoma (Lake Victoria) and by lake to

Uganda is costly.

4. Shipping technological changes whereby ships growing bigger in size with no gears
and the Port requires dredging and procure equipment to handle bigger ships.

Despite the challenges, Tanga Port has got future prospects which include;-

1. Implementation of TPA Port Master Plan (2009 - 2028) which includes amdng others
the development of the new port at Mwambani;

2. Prospects for mining activities within the region including Red Nickel, Sulphur,
Magnesia, Bauxite, Soda Ash, and the new cement factory in Tanga;

3. Growth of Agricultural activities in the Region especially coffee, forestry products
which may contribute to growth in cargo;

4. Completion of road Upgrading Minjingu/Babati/Singida road as an alternative to

railway connection to Lake Zone may attract more cargo through Tanga port;



5.

6.
L

3.0

Road construction plan for Tanga /Pangani /Bagamoyo, Mkata /Handeni /Mvomero

(Morogoro);
Declaration of land for development of Economic Processing Zone in Tanga;

Government declaration of the Northern region as conducive for Foreign Direct

Investments.

CHALLENGES AFFECTING THE SCT IMPLEMENTATION

. Information Technology interconnectivity: there are still transmission challenges

interms of information and data sharing in all the Revenue and Port Authorities;
Non-compatibility and difficulties in data sharing under different Electronic Cargo
Tracking Systems by Partner States;

3. Compatibility of Revenue Authorities IT systems with Port Authorities;

4.0

Fears and concerns by Clearing and Forwarding agents in Tanzania and Kenya of
losing business and employment;

Absence of the EAC Regional Removable Bond to facilitate clearance of goods to
warehouse and exempted goods;

Difficult processes by Revenue Authorities to grant access and rights to Clearing and
Forwarding agents and Customs Officers;

Non-implementation of the EAC Common Market Protocol. For example
unharmonized work permits’ requirements in the EAC still hindering the business

people to operate in any country of their choice;

RECOMMENDATIONS

1. Capacity building and sensitization programs undertaken to various stakeholders

such as Clearing and Forwarding Association, Revenue Authority staff and Other
Government Departments on the operations and processes involved in the SCT

should be continuous and given timeframes;

2. Fast tracting the finalization of the Draft Amendments to the EAC Customs

Management Act, 2004 to ease the SCT Operationalisation;

3. Efforts should be made to fully implement the East African Common Market

Protocol to enable free movement of people, goods, capital and services to enable
the full operationalisation of the SCT;

10



4. EALA to come up with pieces of legislations that support the implementation of
SCT such as those that provide for the health and education insurances,
immigrations, and vehicle registration for staff working in different Partner States;

5. Roll out of more products both intra- -regional and maritime goods should be
undertaken under Single Customs Territory arrangement:

6. Revenue Authorities need to streamline the process of granting access/views
rights to C&F agents and Customs Officers;

/. Fast tracking the finalization of the utilization of the Single Regional Customs Bond
by EAC Secretariat;

8. Effective and effecient Systems interface networks should be put in place to

address the interconnectivity and data/information challenges.
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REPORT OF THE COMMITTEE ON LEGAL RULES AND PRIVILEGES ON THE
RULES OF PROCEDURE OF COMMITTEES OF THE ASSEMBLY AND CODE OF

CONDUCT OF MEMBERS OF THE ASSEMBLY
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1.0 INTRODUCTIOM AND BACKGROUND

The Committee on Legal, Rules and Privileges is established under rule 80 (2) (b) of the

Rules of Procedure of the Assembly (2015 Edition) and derives its mandate under rule

81 and Annex 5 (B) of these Rules.

On Wednesday 21% January, 2015 during the 4 Meeting of the 2™ Session of the 3"
the Assembly held in Arusha, Tanzania the Assembly debated and adopted its new
Rules of Procedure. The Rules of Procedure however finally took effect at the 5"
Meeting of the 3™ Session in Bujumbura, Burundi on Tuesday 17" March, 2015,
following a Motion moved by Hon. Dora Byamukama to suspend rule 95 that bring the
new Rules of Procedure into immediate effect. The Motion for the transition period was
moved to allow for guality control, re-packaging and publishing of the Rules of

Procedure by the Committee on Legal, Rules and Privileges.

At its 4" Meeting of the 2™ Session of the 3 the Assembly held in Arusha, Tanzania
the Assembly during debate of the proposed new Rules adopted the Committee on
Legal, Rules and Privileges' recommendation, which urged it to expedite the process of
making the rules of procedure of its Standing Committees for effective and efficient

discharge of their mandates as per Article 49 (2) (g) of the Treaty for the establishment
of the East African Community (EAQ).
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During its sitting on Monday 26¥ January, 2015, the Committee on Legal, Rules and
Privileges resolved to implement the aforementioned recommendation by establishing a
Sub-Committee comprised of six Members to among other things:
(a) develop the Committees Rules of Procedure as per Article 49(2)(g) of the Treaty
for the establishment of the Community; and

(b) develop Code of Conduct for Members of the Assembly.

Following this decision, the Sub-Committee undertook this particular activity for five-
days from Sunday 1% February, 2015 to Saturday 7% February, 2015 in Nairobi, Kenya.
Thereafter, the draft Committees Rules of Procedure and draft Code of Conduct for
Members of the Assembly developed by the Committee were considered and adopted
by the whele Committee in Bujumbura, Burundi from Friday 13™ to Saturday 14
March, 2015.

2.0 OB3IECTIVES

The objectives of this activity are to cater for growth of the Assembly and its
membership; provide for technological advancement; and address unforeseen incidents

and developments.
3.0 EXPECTED OUTPUT

(a) growth of the Assembly and its membership catered for;

(b) technological advancement provided for; and

(c) unforeseen incidents and developments addressed;

(d) new Committees Rules of Procedure of the Assembly and the Code of Conduct

for Members of the Assembly considered and adopted.




4,0 METHODOLOGY
While undertaking its mandate, the Committee employed various methods, which
included:

(a) reviewing global literature on Codes of Conducts, Ethics and Integrity;

(b) reviewing of the EALA Rules of Procedures 2015 Edition and the Treaty for the
Establishment of the EAC;

(c) reviewing Partner States’ National Parliaments’ Rules of Procedure including
Committees Rules of Procedure and Code of Conducts;

(d) reviewing regional pariiaments Rules of Procedure similar to EALA;

(e) hoiding 2 Committee Meeting in Bujumbura, Burundi from  Friday 13" to
Saturday 14" March, 2015 to consider the Sub-Committee draft Rules of
Procedure of the Assembly and draft the Code of Conduct for Members of the
Assembly; and

(f) considering and adopting the Committee report for onward transmission to the

House for debate.

50 THE PROPOSED COMMITTEES RULES OF PROCEDURE OF THE
ASSEMBLY AND THE CODE OF CONDUCT OF MEMBERS OF THE

ASSEMBLY

Arising from the activity undertaken above, the Committee developed Committees Rules
of Procedure of the Assembly and Code of Conduct for Members of the Assembly

herewith attached as Annexes I and I1 respectively.

TR T TR AT

T TR

e T T T




6.0 CONCLUSION AMD RECOMMENDATIONS
6.1 Recomimendations

In light of the Committee proposed developed Committees Rules of Procedure of the
Assembly and Code of Conduct for Members of the Assembly, the Committee

recommends to the Assembly and urge the House:

(2) to adopt the Committees Rules of Procedure of its Standing Committees for
effective and efficient discharge of their mandates as per Article 49 (2) (g) of the
Treaty for the establishment of the EAC; and

(b) to adopt the Code of Conduct for Members of the Assembly to foster posterity,
smooth and its proper functioning.

6.2 Conclusion
The process of developing the Committees Rules of Procedure of the Assembly and
Code of Conduct for Members of the Assembly was highly academic, technical, political
and participatory and involved wide consultation of various literature on the subject
matter through intense research. As such, what is contained in the developed
Committees Rules of Procedure of the Assembly and Code of Conduct for Members of
the Assembly is a reflection of best practices elsewhere in the sub-region, region and

beyond.

(9]
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RULES OF PROCEDURE OF COMMITTEES OF THE ASSEMBLY

{Made under Article 49 [2] [g]) of the Trealy for the
Establishment of the East African Community)

1. APPLICATION

These Rules shall -
(a) apply to Standing Committees, Select Committees, Ad hoc

Committees and any other Committee the House may
establish from time to time unless express provision is made
to the contrary in the Rules of Procedure of the Assembly.

(b) notapply to the Committee of the Whole House

2. INTERPRETATION

In these Rules, unless the context otherwise requires —

Committee: means any Standing Committee specified under Rule
80 of the Rules of Procedure of the Assembly, Select Committee, Ad
hoc Committee or any other Committee of the House other than the

Committee of the Whole House;

Meeting: means meeting of a Committee duly convened in
accordance with the Rules of Procedure;

Member: means a Member of a Committee;

Words and phrases used in these Rules shall bear similar
interpretation as provided for in rule 1 of the Rules of Procedure of

the Assembly.

)
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3. ELECTION OF CHAIRPERSON

The Clerk of the Committee shall preside over the first meeting of the
Committee whose business shall be to elect the Chairperson of the
Committee and at any time when the office of the Chairperson shall
fall vacant.

4. FUNCTIONS OF CHAIRPERSON

(1) The Chairperson shall perform the functions and exercise the
powers assigned to the office of the Chairperson by the Rules of
Procedure of the Assembly, Resolutions of the Assembly and
legislation of tne Assembly =nd shall -

(a) preside over the Meetinys of the Committee;
(b) present to the House reports of the Committee;
(c) be a spokesperson of the Committee

(2)  Without prejudice to the functions of the Chairperson under sub-
rule (1), the Chairperson shall -

(a) ensure observance of the Rules of Procedure of the
Assembly; ' '

(b) maintain order in the Committee; and

(c) open and suspend meetings.

(3) A Member shall not chair more than one Standing Committee,
nor shall the Chairperson of a Standing Committee serve as a
Member of the Commission.

A, ABSENCE OR INABILITY OF CHAIRPERSON

(1) In the absence or inability of the Chairperson to perform the
functions or duties of his or her office at any meeting, the
Chairperson shall designate another Member to preside over



(2)

the meeting or perform such as other duties of the
Chairperson.

In case no Member has been designated under sub-rule (1),
the Committee Members present shall elect a Member to chair
the meeting or perform such as duties of the Chairperson.

5, VACATION OF OFFICE

(1)

(2)

(3)

(4)

The Chairperson of the Committee shall vacate his or her

office -

(a) upon the expiry of the period for which he or she was
elected;

(b) upon death;

(c) if he or she delivers his or her resignation to the Clerk;
and

(d) if he or she ceases to be qualified as Member of the
Assembly.

The Chairperson of a Committee may be removed from office
by a resolution supported by not less than two thirds of the
Members for inability to perform the functions of his or her
office, whether arising from infirmity of mind or body or for
misconduct. '

A motion for the removal of the Chairperson shall be filed with
the Clerk’s Office duly signed by not less than one third of the
Members of the Committee and shall be debated and voted
upon with immediate effect PROVIDED THAT BEFORE A
DECISION TO REMOVE THE CHAIRPERSON IS MADE HE OR
SHE SHALL BE GIVEN OPPORTUNITY TO BE HEARD BY THE
COMMITTEE.

Proceedings for the removal of a Chairperson shall be
presided over by a Member elected by the majority of the
Members for that purpose.
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(5)

(6)

Upon the removal of a Chairperson, the Committee shall with
immediate effect elect another Member as Chairperson of the
Committee taking into account the principle of rotation.

The Committee shall make a report in the House on the
removal of the Chairperson.

6. COMMITTEE CLERK AND OTHER STAFF

(1)

(2)

Each Committee shall have a Clerk designated for that
purpose by the Clerk of the Assembly whose duties shall be
to-

(a) facilitate Committee meetings;

(b) take minutes and a record of attendance;

{c)keep custody of the records of the Committee

(d) prepare reports for the approval of the Committee; and

(e) carry out any other such duties as the Committee may
direct.

Each Committee shall have such other staff as the
Commission may designate.

7. MEETINGS OF COMMITTEES

(1)

(2)

A notice of a meeting of a Committee shall be given by the
Clerk to all Members of the Committeg, showing the date,
time, venue and agenda of the meeting.

The matters included on the Agenda under sub-rule (1) shall
comprise -

(2) prayer;

(b) communication from the Chair;

(c) business as per notice; and

(d) any other business as may arise from Members.

6



(3)

(4)

(5)

Save for scheduled meetings, the Chairperson of a Committee
may in consultation with the Clerk of the Assembly convene a
meeting upon request in writing by not less than one third of
the Members of the Committee.

A notice under sub-rule (1) shall be deemed to have been
given upon circulation through the official email addresses of
2 Member, by delivery of the notice in the office of a Member
and by posting of the notice in the precincts of the Assembly
at least twelve hours before the time designated for the

meeting.

Any Member of the Assembly who is not & Member of a
Committee may attend Commitiee proceedings but shall not
be entitled to vote in the Committee.

8. QUORUM

(1)
(2)

(3)

(4)

The quorum of a Committee shall be half of the Members.

Unless the issue of quorum is raised during proceedings of a
Committee, guorum shall be required at the commencement
of a meeting and for purposes of voting.

If at any time during proceedings a Member raises the issue
of quorum, the Chairperson chall after ascertaining that there
is lack of quorum suspend the proceedings of the Committee
for 30 minutes during which the Clerk shall call the Members

absent.

If on resumption of proceedings after the expiry of 30
minutes the number of Members does not constitute quorum,
the Chairperson shall adjourn the meeting.
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5. SUB-COMMITTEES

(1) A Committee may establish such sub-Committees as it may
consider necessary for the proper discharge of its functions.

(2) These Rules shall with the necessary modifications apply to a
sub-Committee.

(3) A Sub-Committee shall make reports to the Committee within
the timeframe allocated to it by the Committee.

10. DECISIONS OF COMMITTEES

(1) All questions proposed for decision in a Committee shall be
determined by a majority of the Members of the Committee
present and voting.

(2) The Chairperson presiding at a meeting of a Committee shall
have neither a deliberative nor a casting vote.

(3)In the absence of the Chairperson, the Member presiding over
the Committee meeting shall retain his or her right to vote.

(4) If the votes of the Members are equally divided upon any maotion
before the Committee, the motion shall be lost.

11. REPORTS OF COMMITTEES

(1) A Committee shall make a report on any matter referred to it
or initiated by itself.

(2) A report of a Committee shall be signed by at least half of all
the Members of the Committee before it is laid on the Table.



(3) A report of a Committee shail be laid on the Table by the
Chairperson or any other Member nominated by the

Committee.

(4) The Chairperson or a Member nominated by the Committee
may move in the House that the Report of the Committee be

adopted.

(5) The Report shall form part of the record of the House.

12. MINORITY REPORT

(1) Any Member or Members dissenting from the opinion of a
majority report of a Committee may state in writing the
reasons for his cr her or their dissent, and the statements of
reasons shall be appended to the report of the Committee.

(2) The Member or Members dissenting from the opinion of the
majority of a Committee shall be given time to present the
minority report at the time of presenting the Committee

Report in the House.

13, SPECIAL POWERS OF COMMITTEES

(1) Inthe exercise of its functions as a Committee -

(a) may call the Council of Ministers or any person holding
public office or a private individual to submit memoranda
or appear before it to give evidence;

(b) may employ qualified persons to assist in the discharge of
its functions;

(c) may call or invite any person to take part in its

deliberations; and
(d) shall have the powers of the High Court for -

(i) enforcing the attendance of witnesses and examining
them on oath, affirmation or otherwise;

(ii) compelling the production of documents;

(iii) Issuing of a commission or request to examine
witnesses abroad; and

(iv)citing any person for contempt.

9
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14, INVITATION OF PERSONS TO ASSIST THE
COMMITTEE

(1) The Chairperson of a Committee may invite any person to
attend the Committee notwithstanding that he or she is not a
Member of the Committee, if in the opinion of the Chairperson
the business before the Committee renders his or her
presence desirable.

! (2) A Member invited under this Rule may participate in the
proceedings of the Committee but shall have no right to vote
on any matter to be decided by the Committee.

15, FLEXIBILITY

In the exercise of the functions of Committees provided for in the
Rules of Procedure of the Assembly, Standing Committees shall be
flexible and proactive and address unforeseen events or issues of an
urgent nature.

16. COMMITTEE BUDGET

The budget of the Committees shall follow the following order -
(a) The Clerk . shall draw a draft activity work plan for the

Committee in consultation with the Chairperson;

(b) The Clerk shall draft a budget to support the draft work plan for
consideration by the Chairperson;

(c) The Chairperson shall present the draft work plan and budget to
the Committee for consideration and approval;

10



(d) The Clerk shall forward the draft work plan and budget as
approved by the Committee to the Commission which shall
consider the allocations to each Committee;

(e) Upon approval by the Commission, the respective Committees
shall review their work plans to fit within the approved

allocations;

(f) During the implementation of the budget, the Committee Clerk
may in consultation with the Chairperson of a Committee make
request to the Clerk of the Assembly for funding of specific
activities in line with the approved work plan; and

(g) The Committee shall have access to the status of the
Committee's funds from time to time.

17. MATTERS NOT PROVIDED FOR

For the avoidance of doubt, the Rules of Procedure of the Assembly
shall apply to any matter not expressly provided for under these Rules.
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CODE OF CONDUCT FOR THE MEMBERS OF THE ASSEMBLY

1, Purpose of the Code

The purpose of this Code of Conduct is to assist all Members in the discharge

of their obiigations to the Assembly, and the public at large by -

(a) establishing standards and general principles of conduct expected

of all Members in undertaking their duties;
(b) setting the rules of conduct which underpin these standards and

principles and to which all Members must adhere; and

(c) ensuring public confidence in the standards expected of all

Members and in the commitment of the Assembly in upholding this

rules.

2. Scope of the Code

This Code applies to Members’ conduct which relates in any way to their

membership of the Assembly. The Code does not seek to regulate the

conduct of Members in their private and personai lives or in the conduct of

their wider public lives unless such conduct damages the reputation and

integrity of the Assembly as a whole or of its Members generally.

3, Obligations

(1) The obligations set out in this Code are complementary to those
which apply to all Members by virtue of the laws of the Community,
the Rules of Procedure of the Assembly and the rulings of the

Speaker or the Chairperson as the case may be.
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(1)

(2)

(3)

(4)

(1)

(a)

4, Duties of Members

By virtue of the oath or affirmation of aliegiance taken by all
Members when they are elected to the Assembly, Members have a
duty to give true and faithful service to the Assembly and to be
faithful and bear true allegiance to the Community, and preserve,
protect and defend the Treaty for the Establishment of the East

African Community as by law established.

Members have a duty to uphold the law, including the Treaty for the
establishment of the East African Community, Rules of Procedure of

the Assembly and those of its Committees.

Members have a general duty to act in the interest of the

Community and its people.

Members shall act on all occasions in accordance with the public
trust placed in them, and they should always behave with probity

and integrity, including in the use of Community resources.

5, Personal Conduct

In carrying out their parliamentary and public duties, Members shall

observe the following personai conduct -

Selfiessness

Members shall take decisions solely in terms of the public interest. They
shall not do so in order to gain financial or other material benefits for

themselves, their family, or their friends.



{b) integrity

Members shall not place themselves under any financial or other obligation

to outside individuals or organizations that might influence them in the

performance of their official duties.

(c) Objectivity

In carrying out public business, including making public appointments,

awarding contracts, or recommending individuals for rewards and benefits,

Members shall make choices on merit.

(d) Accountability

Members are accountab.e for their decisions and actions to the public and

must submit themselves to whatever scrutiny is appropriate to their office.

(e) QOpenness

Members shall be as open as possible about a1l the decisions and actions

that they take. They shall give reasons for
information only when the wider public interest clearly demands.

their decisions and restrict

() Honesty
Members have a duty to declare any private interests relating to their public

duties and to take steps to resolve any conflicts arising in a way that

protects the public interest.

{g) Leadership

Members shall promote and support these principles by leadership for the

common good and welfare of the peoples of East Africa.
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{(h) Discipline

Members shall maintain discipline and adhere to the Rules of Procedure of
the Assembly, this Code of Conduct, other Community Laws and shall keep

time at all the agreed upon schedules and programmes.
(i)Mutua! Respect

Members shall respect authority in the Assembly and shall keep dignity and

respect for each other.

(2) These general principles will be taken into account when considering
the investigation and determination of any allegations of breach of the

rules of conduct.

6. Rules of Cenduct
Members shall observe the following rules of conduct -

(a) Members shall base their conduct on a consideration of the best public
interest, avoid conflict between personal interest and the public
interest and resolve any conflict between the two, at once, and in

favour of the public interest;

(b) No Member shall act as a paid advocate in any proceedings of the

Assembly;

(c) No Member shall accept a bribe to influence his or her conduct as a
Member, including any fee, compensation or reward in connection with

the promotion of, or opposition to, any Bill, Motion, or other matter



(d)

(e)

(f)

(9)

(h)

submitted, or intended to be submitted to the Assembly, or to any

Committee of the Assembly;

A Member who is a party to or is a partner in a firm or a Company
which is a party to any contract or undertaking of any nature with the
Community shall, in any proceedings in the Assembly or Committee
relating to the contract or undertaking of any nature, declare his or
her interest or that of the firm or company and shall not vote on any

question relating to that contract or undertaking;

If a Member fails to declare his or her interest under paragraph (d), a
Member may raise the matter in the Assembly and the Speaker may
order that the Member mentioned shall not vote on the contract or
undertaking of any nature and may refer the conduct of that Member

to the Legal, Rules and Privileges Committee;

Information which Members receive in confidence in the course of their
parliamentary duties should be used only in connection with those
duties. Such information must never be used for the purpose of

financial or any other gain;

Members are personally responsible and accountable for ensuring that
their use of any expenses, allowances, facilities and services provided
from the Community Resources is in accordance with the rules laid

down on these matters;

Members shall not undertake any action which would cause damage to
the reputation and integrity of the Assembly, or of its Members

generally.
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. Upholding the Code

The application of this Code shall be a matter for the Assembly and

particularly for the Commission and the Committee on Legal, Rules and

Privileges.

8. Investigations

(1)

(2)

(3)

(4)

The Assembly may refer for investigation any specific matter
relating to a Member’s adherence to the rules of conduct under this

Code to the Legal, Rules and Privileges Committee.

Members, when called upon, shall cooperate at all the stages, with

investigations of an alleged breach of this Code,

The Committee shall, after investigation, recommend to the
Assembly such action on the matter in accordance with the Rules of

Procedure of the Assembly and the Laws of the Community.

The Assembly may impose a sanction or any disciplinary action on
the Member in accordance with the Rules of Procedure of the

Assembly and the Laws of the Community.



9, Influence Peddling

A Member shall not canvass any Member of the Committee in a manner
calculated or intended to influence the Committee's consideration of an

alleged breach of this Code.

10. Matters not provided for

Any matter not provided for under this Code shall be referred to the Legal,

Rules and Privileges Committee by way of petition.
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PART 1

1.0  INTROPUCTICN

fn accordance with the provisions of Article 134 (3) of the Treaty for the establishment of the
East African Community (EAC), the Chairperson of the EAC Council of Ministers on z*”“
Cctober, 2014 in Kigali, Republic of Rwands laid before the Assembly the foilowing report
7 the Audit Commission:

(h

Audited Consclidated Financial Statements of the EAC orgzns for the year ended
' 5

i)  The Audited Financial Statements of the Lake Victoria Basin Commission (LVBC) for
the year that ended 30% June, 2013;

i)y The Audited Financial Statements for the Lake Victoria Fisheries Organization (LVFO)
for the year ended 30V June, 2013

iv)  Audited Financial Statements of the Inter University Council for East Africa (IUCEA)
for the year ended 30™ June, 2013; and

) The Audited Financial Statements of the Civil Aviation Safety and Security Oversight
Agency (CASSOA) for the year that ended 30% June, 2013.

In accordance with Rule 77, Rule 79 and Annex 5 {(A) of the Rules of Procedure of the
Assembly, the Rt. Hon. Speaker referred the reports to the Commitiee on Accounts for
review. The Commitiee met for this purpose and produced a report.

The report covers the Commitiee's findings and recommendations on the main issues
rzised. This report is sub-divided into seven (7) parts.

Farti: introduction
Part ii: Audit Findings on the Consolidated Financial Statements of the EAC Organs
for the Year Ended 30% June, 2013

Partill: = Audit Findings on the Consoclidated Financial Statements of the Lake Victoria
Basin Commission (LVBC) for the Year,Ended 30 June, 2013

Part iV: Audit Findings on the Consolidated Financial Statements of the Lake Victoria
Fisheries Organisation (LVFO) for the Year Ended 30" June, 2013

Part V: Audit Findings on the Consclidated Financial Statements of the Inter —
University Council for East Africa (IUCEA) for the Year Ended 30% June, 2013

FPart Vi: Audit Findings on the Cen
Safeily and Security Qv
June, 2013

cnsolidated Financial Statements of the Civil Aviation
versight Agency (CASSOA) for the Year Ended 30"

Part Vil Acknowiedgements



Finaiization of the institutional review of the EAC has been delayed and this has had major

setbacks regarding the operations of the EAD especially in the arsas of the structurs and

ecruitment. Accordingly, the EAC has sevarz! unfilled starf positions and to bridge ihe gap
=

management has b-aen far ced to O‘Tcr short term renewab!

(@)

ontracts which have szverai

.

The EAC Secretariat Intemal Audit function st has major capacity challenges and
consequently performance gaps.

The Community spent beyond budget cn ss.»:—.al budget lines without seeking approval of
Council for re-allocation as required under P ation 18{4) of the EAC financial rules and
regulations. The mosi notable over ﬁxpe fure was on international air tickets and daily
subsistence allowances (DSAs) with ¢ pendiiure reaching 300% of the budgeted amount.

The Audit noted excessive payment of DSAs, with some sia receiving up to 200 nights a
year Some of the mestings wers urr-i,r adminisirative e.g. evaluation of bids and did not
guarantee nolding meetings outside the EAC oremises. Also excessive salary deducticns
for payment of loans and advances wean: up fo 80% for some staff.

Payment in lieu of leave was done con ary to staff regulations and with no evidence that
officer requested for leave ezrlier. invitation of di isqualified candidates for interviews; huge
gaps in the management of air ..L,kﬂ’rmg 2re ali issues to be addressed.

It was also found that the Community advariced a total of USD.284,834 to staff at the closa
of the financial year for activities wh;f:,.r. were o be un deh‘[;-.k.ﬂ in the subsequent year:

however, this amount was lnapprupnarc—!} captured in the books as expenditure for the year’
under review, conirary to the accrual basis of accounti ing that was adopted by the
Community.

More to the above, some institutions are not mesting their mandates and there was Doubtyl
expenditure of $60,000 in LVFO.

During the Audit review, documentation refaling (o the construction of the EAC HQ building,
& number of contract management wezknesses wers found. Notabis 2mong these was the
failure to prepare the project fina! statemant within the stipulated time, with the resultant
implication that management is unable to estzblish the total project cost.

The Audit Commission noted instances whers Partner States were sending mapproprnate
delegates for techniczl meetings, arranged by tha Community resultin g in little or no value
addition during the mesetings as welj as 2 risk of failure o mplemmt resolutions in th
Partner States.

m

Fartner States have conti tinuously failed to honor their obligations in time and as such,
EAC Instituticns continue to be underfundad. Th lis has had a direct effect on their carari ity

to effectively deliver en their respective mandates.

1=



MNeverinisiess, the Accounts presented fairly, in all material respects, the financial position of
EAG Organs and Institutions for the year ended 30th Juns 2013, its financial performance;
and its cash flows for the peried in dccordance with the intemational Public Sector
Accounting Standards (iPSAS). This was d
Establishment of the EAC znd Ragulation 20-8
(2008).

:

PART I

AUDIT FINDINGS ON THE CONSOLiDATED FINANCIAL STATEMENTS OF
THE EAC ORGANS

2.0 CURRENT YEAR AUDIT FINDINGS

2.1  Sigunificant Issues

2.1.1 Over Expenditure (Appendix 1 of Management Letter on the Audit of the Financiai)
Statements for the East African Communiiy for the Year Ended 30" June 2013 at Page 68 of 95)

The Audit Coemmission reported that Regulation 12(1) of the EAC financial rules and
reguiations, 2012 required that all commitments and disbursements must strictly be in
accordance with the appropriations of the budget of the community which has been passed
by the Assembly.

Cn the contrary, the Audit revealed that the Community had spent beyond budget on several
bucget lines without seeking approval of Council for re-aliocation as required under
Regulation 19 (4) of the EAC financial rules and regulations. The most notable over
expenditure was on international air tickets and daily subsistence allowances.

The EAC Management responded that it has addressed this matter, by correctly posting the
budget. Indeed there was no overspending on the budget, which is activity based, and any
un-spent funds were transferred to the General Reserve Fund. The Audit Commission
confimed this by reviewing the Adjusted Ledger, Budget Periormance, and Financial
S.2'ements.

The Commitiee observed that whereas the Assembly passes the budget at the line item
leve!, the EAC Management spends the budget at the activity level especially on daily
subsistence allowances and air tickets. It is clear that funds are diverted to pay items that
were never budgeted for, resulting intc wide variances of expenditure anc actual
expenditure. This indicates weaknesses in budgetary controls and undemines the
intenticns of the appropriating authorities.

The Committee recommends tc the Assembiy to urge the EAC Council of Ministers
fo:-



f) direct EAC Management to siways adhere io the provisions in the Financial
Rules and Reguliations znd avoid incurring over expenditures on budget
lines without the requisite approvals. -

wa

if) direct EAC Managemeni fo iabia before this Assembly micasures takan to
ensure budgetary conitrofs.

2.2.2 Expenditure Cut OFf - USD 384, 834

The Audit Commission reported that the EAC Finan
by Council, state that appropriations shs =
during the financial year to which they reia shall remain available for three months
foliowing the end of the financial year to disc arge cbligations in respect of goods and
services rendered during the financial year which have not been setiled.

cial Rules and Regulations as passed
available to mest obligations incurred

The Audit review revealed that the EAC Management was overriding this contrel by making
substantial advances to staff at the close of the yaar for activities not underizksn. For
example, during the year under review, = total of USD 384, 8§34 was advancad to stzif in this
manner. The activities would then bs undenraken in the new financial year but presented in
the financial statements of the preceding vear, making it appear as if an obligation existe
by the close of the Financiz] Year.

The EAC Management responded that it r=cognizes that in soms Instances, meetings cross-
over the financial year (eg. Meetings he!d fron: the last week of June 2013 but continued to
tstweek of July 2013). In addition, some cther meetings which were scheduled to take place
in May or June 2013 were posiponed due 1o reasons beyond EAC Secretariat's control, and
they took place in July or August 2013.

Management further commits to comply with the cut-ofi point in closing the current and
coming Financial Years by circulating in time clzar Year En ing Guidelines appro.ed
by the Secretary General. ‘
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The Committee observed the iregularity of 2dvancing funds on weekends (Saturday and
Sunday) to several accounts stzff at the yearend which constitutes an unauthorized budgst
roil over. The act may have been done to circumvent the involvement of the Assembly to
approve funds when put in reserves. To this end, the institutional capacity of managing

finances is weak, and breaches Financial Ruies and Regulaticns.

The Commitiee recommends to the Assembly to urge the EAC Council of Ministers to
cirect the EAC Management to:-

i) Stcp advancing funds to the Staff at the Year End for activities not
undertaken, but rather comply with the Financial Rules and Regulations;
if) invite the Audit Commission for a re zudit based on Management raspense.
2.3 Anocmalies in Accountabilities for imprest Advances (Appendix 2 Management

clter on the Audit of the Fi
nded 30t june 2013)

[ )

nancial Statements for the East African Community for the Year
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the following maztiers have

The Audit Commission rep:
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v g nferenc r:oth within and cutside Arusha
ission noted that the majo ty of the ac countability rec ::ro' @o not hav

invitations for such m - this iimits the extent of cur review procedures since w
are not able {o establish the funai ra gempnt for such meetings.

i) VWhere inviiations are filed, there is no formal communication from responsible
_recipients indicating the names of officers who have been formally nominated by the
person to whom the mc-ehng request has been addressed. As a result, the sams
persons kesp atiending most of the meetings craganized by the Secretaraaz.

iy Inaddition, minutes of what was discussed and any resclutions arrived at (apart from
those recommending subsequent meetings) are not filed.

iv) There are no signed attendance registers filed.

v) There were several incidences of unutilized tickets which had been paid fer by the
Secretariat.

vi) Not all imprests are fully accounted for although they are retired.

ij incases of ad
Audit Commis

The EAC Management responcad that parﬁcipation from Partner States is coordinated by
the respective Ministries of EAC Affairs with consultation from the EAC Secretariat to ensure
that the appropriate delegates atftend ‘t‘ne meetings they have besn invited. For those
meetings for which ticksts have been issued though not utilized, EAC makes payments first
anc then seeks for refund of the same from the service provider. The refunds for the same
are usually obtained and offsst from subsequent payments to the supplier.

All EAC mesetings have meeting reports that as an appendix, have the list of all invited
participants supported by a daily attendance register, which control was introduced later in
the FY of audit. All meetings now have attendance lisgts signed oif daily.

The Committee observed laxity of EAC accountability practice, irregularities ‘in
accountabilities of imprest and lack of seriousness to ensure that meetings aftain the
intended purpose.

The Commitiee recommends to the Assembly to urge the EAC Council of Ministers fo
direct the EAC Management {c.-

£) ensure that EAC meetings are appropriately attended fto achieve the
intended purpose;
i} xercise proper accountability of imprest; and

{if}  ensure strict actions are taken against those who fail to comply.

2.2.4 institutional Review of the EAC

The Audit Commission reported that at its 24th meeting held on 26th November, 2011, the

Council direcied the Secretariat to engage a consultant to underiake a detailed institutional
review of the EAC (EAC/CM24Directive 38). This arose from the fact that the EAC mandate
had greatly syolved since tha establishment of the Permanent Tripartite Commission in 1993
including the progression intc desper levels of integration of the Common Market and
Monetary Union.
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Acoordingly, a coniract was signe
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censuitaney firm, to undertake a detailed | vtional rav. =f the EAC &t & contract sum
of USD 116,500 excluding reimbursables me COF’R:L?H.:HCV was to be concluded within a
period of four (4) months from the effective daiz with the following deliverables -

Deliverables by the Institutional review Consuitancy

B Details | Timeline N
1 Acceptzble inception Report (IR) | 2 weeks afier effeciive date
2 Acceptable Draft Report _ 2 months aiter submission of IR
3 Validation workshop + 1 monih after submission of draft report
4 Acceptable Final Repari B | 2 weeks after validztion WOrkshop
However, the following mattars have been noted: -

() There have been delays in finafization of this review. The consuliznt submitted an
Inception Report to the Secretary General on 20t March 2013 (i.e over one-month
ate) and zalso the first draft report on 4% June 2013 (i.e. about two months late}. This
despite the fact that the contract period expirad in May 2013

i) There is no evidence that a validatior workshop has been ne{a although the draft
report was issued niine months ago.

iy There is no ewdanca to show that the contract period has been formally extended,
since, by the ime of audit in February 2014, the consultant has not yet been given a
green light to proce d to the nrﬂxk stage of the consuliancy.

The EAC Managemenit responded that there ars pending pelicy issues on which Pariner
& must prenounce themselves before the Consultant can proceed with Phase Two of
xercise. In November 2013, the summit directed the Council to conclude the EAC
utional review and report to the Summit at the 12th extra-crdinary meeting in April 2014,
28" Extraordinary meeting the Council directad:- :

) Partner States to finalize the consuftation and submit the comments to the Secretaiia

th May, 2014 (EAC/EX/CM 29/Directive 08);

i) Secretariat to convene a Mesting of Experts comprising cne Expert per Partner State
by early June 2014 (EAC/EX/CM 29/Directive 09);

lii) Secretariat to submit the Report of the Experts to the Sectoral Council of Ministers
Responsible for EAC Affairs and Plznning scheduled for June 2014 and thereafier
report to the 2%th Meeting of the Council scheduled for August 2014 (EAC/EX/CM
29/Directive 11)

it is therefore expected that the Institutional Review will be cc cmpleted afier the Consultant
rec ives the harmonized policy guidance and Submit Final Report for consideraticn by
ouncil in November 2014. This was zlso accepted by the Summit which on April 30, 2"14;
onsaderﬂd the Report of the Council on {nstitutional Review. The Summit noted that more
work and consultations are to be done by Partners States and the Council of Miristers. '
The Summit directed the Council of Ministers to %n rialise and report at its 16th ordinary

Summit in November 2014,
Itis imperative to note that the [nstitutionzal Raview exercise has cost the Community a lot ¢
E

money characterized by overspending over and above the budget.

—iy



he Committee recammends to the Assembly to urge the EAC Council of Ministers
o

i} expedite processes and ectivities for [nstitutional Review and treat the
same with the aftention it deserves; and

i} table the addendum of the contract with the contractor before the
Assembly.

22 OTHER MATTERS RELATING TO THE EAC SECRETARIAT

2.3.1 Paymentin Lieu of Leave

The Audit Commission reported that Regulation 71 of the staff rules and regulations prehibits
2 membar of staf from accumulating leave days beyond 30 days and the accrual should be
done under special circumstances approved by the Secretary General. The rules further
provide for payment in lieu of accrued leave with approval of the Secretary General.
However, documentaiion revealed that a tatal of USD 35,651 was paid to officers in lieu of
leave. In all instances, there was no evidence that special permission to accrue the leave
had bean obtained as is required by the reguiations. The personal files for the ofiicers in
cuestion had no evidence that such officers were denied leave due to the oifice exigencies.

Further noted was that there was no budgst provision for such expenditure; instead, this was
charged o salaries and wages as indicated in Annex L.

Tha EAC Management reported that full approval from the SG's delegate — the DSG (F&A),
was given on recommendation for ali the above payments; recommendation by the
Department of Human Resource prior {0 the payments above being made was also sought
but the extra information required about the leave applied but denied will be provided in
similar subsequent payments. ' '

The fact that the approved EAC budgset is an accrual in nature, and it has an amount
“Payment in Lieu of Leave’, the principal of paying staff that have accrued leave days and
which leave neads to be paid off before start of a new contract, such approval has been

given in principal.

The Committes notad the ancmaly and observed that approvals were given in breach of
regulation 71 of the staff rules and regulations. '

The Committee further observed that EAC has no sufficient staff leading into budgeting for
payments in lieu | Senicr staff, leaving out the junior staff, a practice that
indicates institutional discrimination.
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The Commitice recommends to the Assembly to urge the EAC Counicil of Ministers
fo-

i) direct the EAC Management to always adnere (o the regulations in place;
and
i) direct the EAC Management to develop [eave roaster o enzble all staif attzin

thefr leave.
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4 I
bt

)

%5
T
-

ihe Audit Commission noted that Regulation 55 of the stzff rules a*.d iegu lations zilows
stafi to get salary and huusmg advances as weil as bank loans but with ded_scm, not
exceeding 50% cf the employee's ca‘lﬂry However, review cof the secretariat payroll revealed
a number of staff whose d(—‘:dLCTIC}r‘S excesded 50% with some reaching as high 80*’. :

The EAC Management reported that a number of staff have negcotiated loan/credit faciiities

with banks whose mionthly repayment consumes up to 50% of t fieir Gross Sa .’ vpaymums

The extra deduction (more than the 50%) usuaily happens when -’-‘-."coun-':s deparment
r

}
maksas other deductions like unretired imprast wr.i-:h subsequently increasss i‘*-.e staff iotal
deductions percentage of their Gross pay. This though is usuzlly for a p—ncd fa morth or
two and then percentage deductions revart to the 50% which is mainly that of the loa .»"c,-redi't

facilitates,

r

I'he Committee noted with concern that e::ttrsme deductions of staff salaries may affect the
performance of staff and may lead to staff res orting to finding other imegular ways of
survival, such as unjustified allowances.

The Commitiee reccmmends to the Ass embly o urge the EAC ouncil of Ministers to
direct the EAC Management o elways comply with the staff rules and avoid
authorizing -advances and guarantesing loans in instances where the ensuing
deductions will exceed 50%.

2.3.3 Performance of the Internal Audit Cepariment

A review of the Internal Audit Unit revealad the following significant matiers:-

a) Capacity Gaps in the Department _ _

The Depariment is currently manned by an .ﬂ'"thg Principel Intemal Auditor who was
recruited as an Internal r’—\l ditor, assisted by two internal Auditors who are engaged on short
term contracts (annuai contracts) that have been renewed several times since their initial
engagements in 2010.

b) Approved Work Plan

The audit Commission was not provided wuh evidence that the following activities included
in the annuzi work plan for the Internai Au t department for the year under review were
underizken:-

a) Carry out Quarterly internal audit of all Organs, Institutions, Projects and Programmes

b) Financial processes reviewed bi- -annually

c) Drafi Financial Statements reviewed before submission to the Audit Commission

d) Proces:es over the Acguisition, Recording, Maintenance ard Disposz! of Asssls

sviewed
€) domrols over cash and cash equivalents 'eviewed
f) Controls over receivables and other currant assets reviewad

(]

Physical and financizl control over Fixed assets reviewed
Train 30 professional staff on Rigk Management Strategy
Undertake investigation as and whan rsquire
Servicing the Accounts Committee of EALA
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It was further noted that critical activities to the organization such as the review of the SUN
System and the review of the performance measurement systems within the organization
had not been planned to be underiaken by the Internal Audit unit during the year under
revisw:-

The EAC Manzagement responded as ollows:-

a) Absence of an Approved Structure and Clear Reporting Lines

Management reporied that at its 12" Meeting of Council of Ministers held on 25" August
2006, the position of the internal Audit Structure was approved and the Position of the Chief
Internal Auditor (P4), whlrh position was ister on frozen by the 13" Meeting of the Council
of Ministers.

b} Approved Work plan

Management further reportec that the Unit had a work Plan which was approved by the EAC
Audit and Risk Committee in October 2012 during its 1%t Meeting. Performance is evaluated
through the performance contracting process.

The Committee noted that the Internal Audit Unit lacks sufficient capacity to effectively
undertake its plans and relevant reviews. The understaffing may not justify non review or
inip.ementation of any of the approved work plan. This could have exposed the organlzauon
to a risk of errors and omissions GDng undetected for a long period.

The Committee recemmends to the Assembly to urge thé EAC Cournicil of Ministers
to: ’ '

i} direct the EAC Mznagement to ensure the Internal Audit Unit to implements
its activities and provide the organization with the requisite guidance for
improvemnant of the internal control systems to enhance security of its
rescurces. ,

if} direct the EAC Management to undertake a holistic organizztional review to
extablish the number of staff adeguate to man the department and ensure
proper recruitment.

2.3.4 Perfcrmance Contracting Process

The Audit Commission reported that following the directives of the 215t and 23 meetings of
the Councii of Ministers, the East Africa Community (EAC) Secretariat initiated and
introduced a process of performance contracting for‘all professional staff across the EAC
Organs and Institutions with a view to direct EAC staff's aftention towards the EAC agenda,
objectives and expected outputs and to ensure that all individual action plans are in tandem
with thess broader goals.

During the audit, it was observed that nine departments did not present their pefformance
reports to the Commitiee for review. It was further noted that there was no action taken by

management on performance contracting evaluation process, especially for the poorly

14
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The EAC Management responded that performance confracting had b
j ith the Professional staff and sventuaily to the General staff. A program had

s t the exercise to the EAC Institutions. It was further repcried that &
nd Senior staff held in February 2014 came up with a number of
fions aimed at addressing issues relzted to the prccess.
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The Committes appreciates performance contracting initiatives but non participation by
some Directors/Heads of Department implies noncompliance to the Council's directive. The
Committee also noted lack of commitmant o the perfermance coniracting process.

The Committes recommends to the Assembly to urge tiie EAC Council of Ministers to
direct EAC Management to:- '

i} take action on those who have nct complied to the new reguirements of
performance contracts;

show commitment to the performance contracting process as it providas an

independent and objective assessment of staif performance; and

i) implement the recommendations of the cammittee regarding the way

forward for the performance contracting process.

.\.
Bl

2.3.5 Unfilied Staffing Positions
The Audit Commission observed that staffing position for the EAC revealed severa! unfilied
positions within the Secretariat as indicated in Annex f

The EAC Management responded as fallows:

i) Many of the positions being refsrred to, particutarly-the positions at Assistant Director
Level were created and frozen in 2006. They can only be filled with the express
approval of the Council. Unless, the Secretariat is given both the approval and the
rescurces fo fill in the positions in question, there is not much that can be done, for
NOW. '

i) The position of Senicr Librarian was advertised and a candidate recruitad. However,
the candidate who was appointed turned down the offer. Management will present to
ihe Council Meeting a request to consider the second best candidate for the position.

The Committee cbserved that the Community may not perform to the expectation given the
gaps in staffiing positions. '

The Comumnitiee recommends to the Assembly to urge the EAC Council of Ministers fo
direct the EAC Management to:-

i) ensure the filling of the unfilled staffing pesitions;
i} follow up on the restructuring process of the EAC to establisk the

relevancylfjustification of such vacant positions on the approved structure.

o«

2.3.8 Short-term Renewabis Ceritracis
Staif regulation 22(2) (c) provides that temporary employment can only be for up to =
maximum of three (3) months. During the audit, it was noted that the sta®z in Annex
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N ——— : ! ) 2R tarm rrafracts far nrolanoes narod —
been maintained on short term contracts for proicnged pericds including the ygar under

The zudit further revealed the following:-

i) Some of these staff have held tsmporary positions for more than 3 years.
i) Soms staff who =ie empioyed on Lc"ﬂp:}raly positions are pzaid at higher rates than

i) there is no formal appraisal of a staffs performance prior to renewal of these

iso not pos ible to estabhsh whether these temporary staffs are recruited in a

v) Some pesiticns are on \;er\J sh rt term contracts; howsver, the nature of their work is
such that their rcles will be reguired for a long time. It may also be expensive if the
|

b
same persons work for several years on 3 month renewable contracts.

Tn=‘- EAC l‘\”a%ucm nt “"powded that given the lengthy recruitment processes at EAC
compeis the Secretariat maintain scme temporary staff to fili the capacity gaps. It was further
reported that the Human Resources Advisory Commitiee was instituted by the Secretary
General in March 2013 to advise on staif matters including the issues raised by the Audit
Commission. New confracts (not renewal) are issued i required. The Commitiee was aiso
iaformed that the position of Senior Documentation Cfficer was competitively filled. However,
the retirement of the Principal internal Auditor leaves the Internal Audit Unit with only one
established Staff at P1 level. The current capacity gaps in the Unit are so acute that even
the hiring of the 2 temporary staff is not sufficient to mesat the current needs of the Unit.

The Commitiee noted irregularities in hiring all shori-term renswable contracts since there
is ro indication of hew the staff are initially identified. The Committee further observed that
there are no proper recruitment procedures ‘aimed at ensuring that one is technicaliy
competent and professionally qualified. The process is subject to abuse-and nepotism is
clearly evident.

The recommends to the Assembly to urge the EAC Council of Ministers to direct the
EAC Management to.-

i) put the vice te an end;

i} ersure proper recruitment to evoid promotion of short term coniracts; and

i) initiate and put in place appraisal procedurss for holders of short term
confracts. ' '

2.3.7 Un-authorized Budget Roll Over

The Audit Commission tock note of 2 meeting with stakeholders to the design of Arusha-Voi
road, an activity which had been tudgeted the financial year 2011/2012 at USD 47,400. The
activity was not undertaken in that financial year and was subseguently rolled over to the
subsequent financial year 2012/13.

It was further noted that this meeting was rolled over without Council authorization. Besides
the requesting office varﬂd the budget to reflect the new rates of subsistence allowance
which had been passed for the new year, hence increasing the budget from USD 47,400 to

12



USD 70,600. The new activity budget w '2s never approved, the requesting officer also acted
as {he budgst officer and confimed avaiability of the pudget
The EAC Management responded that the szid & activity had besn planned for in thz FY

UJ.J“

A
A n
2011/12. The failure of the mesting ic take piace was also because the officer had

exhausted his budget_ Fiﬁaﬁx advised the officer-in-charge of the project to use his buog
of a similar activity in the FY 2012/13. Officer did as advised and since the DSA rates in the
new FY 2012/2013 had been reviewed, the implementation of the activity in the new FY

2012/2013 had to use the new DSA rataes.

[ he Cor-mﬁf:e noted the comment of 'h: ~udit Commission and observed laxity and
irregularities in the management of funds of the Community.

The Comimittee recommends to the Assembly to urge the EAC Council of Ministers to
direct the EAC Management to.-

f) always zdhere to the approved budget arnd work plan to avoid misuse of
funds;
i) always seek for authorization before roiling over of the budgei; and

iif) avoid the practice of advancing such big amounts of funds o individuals
and always directly pay the Heneficiaries whenever possibizs.

2.3.8 Wasteful Expenditure during. Staff Inferviews

The Audit Commission reported that the Secretariat entered into a contract with M/S Grown
Agent for Lndertaking short listing exercise for the twelve (12) vacant project positions at
a total cost of USD 40,854.

applications received and a list of gualified cal .didaies; The f“onsuftam furhr—r m de a
recommendation of the qualified candidatzs whom the Secretariat could consider for the
final interviews. Accordingly, the interviews were undertaken from 19t to 20 March 2013
from East African Community Headquarters in Arusha. However, the candidates who wers
disqualified by the Consultant were called to appear fﬂr the interviews and the Secretariat
paid for their travel expenses as detailed in Annex (V.

The EAC Management responded that there was an error in submitting the short listing
report. The Auditors requested for the P\cp;rt “fI Short listing Exercise for donor-furidad
positicns. However, the document which was vided at first was a Draft Report. The
Secretariat later submitted the final report from mc Consuitant containing the names of the
shortlisted candidates from which the final list of candidates who were invited for the
interviews were drawn.

The Committee observed glaring inconsistencies in policy implementation by ihe EAC
Management that always led to misuse and wasteful expenditure of Community funds. The
Consultant could always be given clear terms of raference.

The Committae recommends to the ‘Assembly to urge the EAC Councif of Ministars to
direct the EAC Management to:-

1}, Always call and facilitate only qualified candidates for in erviews;

=
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Always engage consulftants with clear terms of reference for desired resuits
and avoid dacisions that are at varizance with the consuliant reporis.

<
quenily attended by delegates whose positions and job descriptions are not
e such mestings as they would nct make meaningiul centributions. 1t was further
[

Afairs other than technical exparts from the countries in question. Besides, invitation
to the respective Permanent Secretaries did not detail the purpose as well as the
stes expected. Also missing were nomination letiers, meesting agenda or
n reports cf procesdings. For example, thare are several meetings where secretaries

were nominatad to attend as technical experts.

The EAC Management responded that participation from Partner States is coordinated by
the respective Ministries of EAC Affairs with consultafion from the EAC Secretariat to ensure
that the =ppropriate delegates aitend the meetings they have been invited.

The Commitiee ocbserved that same delegates from Ministries of EAC zffairs in Partner

tatas have been attending almost all technical meetings and the EAC Secretzariat has not
done anything to avoid inappropriate delegates for technical meetings. Many times, such
delegates do not add value to the meeting deliberations.

The Committee recemmends to the Assembly to urge the EAC Council of Ministers to
direct EAC Meanagement to:-

i always inciude in the invitations details regarding the technical capabilities
of the potential defegates to be nominated by Partner Stales; ,

i) develop and putin place 2 paficy on EAC technical meetings.to be enforced

' while EAC Ministries nominating delegatss

2.3.10 Expenditure on DSAs

During the audit, two sampled projects (PAF and RISP l) revezaled that certain staff were
paid up to aimost 200 nights in one year. Although 2!l expenditures were properly authorized,
the paymenis appeared 1o be excessive, given that a year has 250 working days and staff
also have to underizke desk work zt their stations in addition to 30 days leave.

The EAC Management responded that EAC activities are implemented in the five Partner
States and the Calendar of activities clearly indicates where meetings should be held. To
this effect. The Council directed that save for self-atcounting EAC Institutions, EALA, and
EACJ statutorv/policy and technical meetings for Organs and Instituticns of the EAC should
tutzte and be shared between Headquarters and Pariner States on a ratio of 50/50 basis;
subject to further review and finalization of the Study on Equitable Sharing of the Costs and
Benefits of the Community (EAC/CM 25/Directive 12). It was reported that EALA for
example has six (8) Sitlings a year of for 14 days each. Furthermore, a number of
Committee meetings have to be facilitated by members of Staff from EAC Secretariat to
provide information or defend submissions tzbled to the Assembly. It was further noted that
faciitztion of staff attending training, resuits as well into payment of DSA. From the above,
# is clear that one should not simply count the number of days spent out of duty station, but
r the purpase of the trip as well as the resulis thereof.

o
o

o
]

[
M

e
€
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I he Committee noted both the Audit Commissicn and EAC Management comments.

The Committee recommends fo the Assembly o urge the EAC Council of Minisiars io
direct the EAC Management to place a iimit on the number of days for which an officer
can be away from his/her duty stadion, and only lft such 3 limit in exceptiona
circumstances.

.

FROCUREMENT IRREGULARITIES

2.3.41 Procurement of Air Tickets

The Audit Commissicn reported that ine Secrstariat spent a total of USD 3,459,083 on air
travel, which translates to ebout 10% of its tota! expenditure for the year under raview. Such
a catsgory of expenditure is a critical cest itermn on which rranagement Is expected to institute
strong intemal controls to guard against any possible abuse. A review of the travsl
arrangemenis and paymenis for air tickets revealed 2 number cf contro! weaknesses as
outlined below:-

2) Lack of Authorization
() names of people to whom air tickets were issued differed from those on the
authorization forms;
ii) staff were issuad with tickets based on meeting authorization forms rather than travel
authorization forms
i) tickets were lSSUcd fo destinalions different from the venue specified on ths
autharization forms.

b) No ciear Channels of Information Fiow

The Secretariat sends invitations to delegates from Pariner States through the Ministries of
East African Community Affairs. A review of the ticketing pro cess revezled that the cfficial
responses from Pariner States regarding the nominated officers were not availed to the air
ticket officers, as such, it was not easy to confirm if tickets were issued to the rightful

o)) Lack of Competition at Procurement ge

Despite several firms shortlisted by the Secre:: riat for pruvlczcn of air tickets, the bocking
officer requested for a quotation from cnly one travel agent as opposed to a minimum of at
teast t.:re,, which is irregular as repe:’r=d single sourcing has the risk of unfair prices and
poor guality of service due to absence of compeutlon s

d) Non-Authorized Changes in tickets, which resulied into exira costs to the
Secretariat, not authorized by the responsibie r:r' cer.

g) Other irregularities noted in clude;

traveling from the same locstion had differen

procurement of very expensive tickets{out of

me Management lettsr for the East African
Page 75 0f 95

taff destined for the same meeting an
uf_ ngs duph“ﬁl‘lon OT +lu<et as we ell a
V

The EAC Management responded as foliows:



i\ Thers was confusion of titles as some members of staff cut and paste an old email
and use it for 2 new booking request. The information presented on the travel
requisition is therefore not the same as that provided on the itinerary provided.

i) This lso happens for travels which require visas. Most visa applications are done in
staff respactive countries because the visa issuing countries require the officers to
mresent themselvas for physical verification and presence.

lit)

iv) The case being referrad to the individual was booked on direct flight, and due 12
sxigencies of the assignment, the individual missed that flight and a new ticket issued
through a different routing while the oid ticket was put up for refund.

v) This is a nommal occurrence in the airline industry whose business dynamics dictates
that prices increase with the advancement of time the earlier you boaok the cheaper
the ticket and the closer you book to the travel date the more expensive it is. This is
because the zirfine industry has developed different prices for different seats in the
same class the cheaper tickets are booked éarlier. This is determined by the forces

demand and supply. This happens because of last minute booking and issuance

=s z2re very particular on their mode and time of travel

vi) In many cases staff/celegat
: .

vii) A travel policy wiil be developed to address the weaknesses.

viii)The ticketing office is a procurement office and which is in the process of being
strengthened. An institutional review of structures is being conducted and this will be
considered. o . )

The Committee notad ihe imegularities and misuse of funds with concern.

The Commitice recommends to the Assembly to urge the EAC Council of Ministers to
Direct EAC Management to:-

i} investigate all irregularities and the individual issues raised in the audit
reporit;

i) sanction value for money audit in the matter;

i) develop a travel policy to address the weakness;

iv) institute and enforce prompt recovery measures for unutilized tickets; and

V) always book staff and delegates to the most direct and economic flight
rouiss.
2.3.12 Disposal of Old Motor Vehicles

The Audit Commission reported that on 13" June 2012, two valuers i.e. M/S Tanzania
Slectrical Mechanical and Electronics Services Agency (TEMESA) who are the government
valuers, and M/S Peterson Estate Agency and Property Consultancy Co. Ltd, a privaie
company, issued valuaticn reports for five vehicles of the East African Community. The
Secratariat then intemnally advertised for their dispesal on 10t September, 2012 where they
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d that the vehicles will be given to t n2 pest evaluated bid. The adopted resarve price
s the higher of the two reserve prices

m .

Bids were received on 24 September, 2012 and evaiuated on the 18" March 2G13 by the
EAC procurement commitize who found trsr n four out of the five case ' [
.':1

bid failed to meet the raserve price as shown below -
Disposal of old vehicles

No | Vehicle | TEMESA , Peterscn Estats Bzest offered

Reserve price | Agency's Reserve price (Us3)
. (Us$) _ | price (B)

1 Toyota Station Wagon | 1,385 | 5,384 2,000 i
2 Mercedez Benz 4,743 | 11,538 4 500 '
3 Mercedez Bernz 5715 | 25,000 4 500

4 Mercedes Benz 6,411 | 730 5,625

5 Toycta Station Wagon | 2,295 | 5,385 5,625 |

Following the above, a decision was made not io proceed with the disposa! on the basis that
the bir's received were generally not sufficient in number and recommended that the tender
be caiicelled and re-advertised. Accordingly, the procurement commitiee sitting on the 17th
May 2013 recommended that a fresh valuztion of the assets be carried out.

The EAC Management responded that it has ncted the recommendation of the Audit
Commission and will adopt it.

The Committee noted inefficiency and delays on the part of the EAC Manzagement to
advertise and dispose old vehicles in good time. This will certainly result into a huge loss.

7fie Commitice recomimends to the Assembiy fo urge the EAC Council of Ministers to
direct the EAC Management to:- LR L

i) swiftly atiend to the sale and disposal of old vehicles to avoid more losses;
ii) open up ine disposal to the public and include the non-sizfi as

recommended by the Audit Commissicn; and
iii) present progress of the matfer to the Audit Commission for verification in
the subseguent audit.

2.3143 Payment o M/s New ‘:a;an Hoiel without a Valid Contranst
The Audit Commission reported thai the EAC Secretariat had a contract with M/s New Safari
Hotel for provision of office space to EALA, which expired on 30th July, 2011. However, 2
otal of USD 36,556.80 was paid to the same company vide cheque no.013758 dated 25t
January, 2013, in respect of rent for EALA offices from July to December 2012, Thers is no
evidence that & binding contract was in existence for the period in guestion.

The EAC Management responded that E LA renied the New Safari Hotel premises till
December 2012 when they moved to the EAC Heedquarters Wing. EAC Mznagement had
decided that the rent for the period July — December 2012 be paid by the Secretariat through
its Partner States budget and this is eudcﬂced oy the approved meme from the DSG (F&A)
to the Clerk of EALA. The approval for payment of the same was given by the same DSG
(F&A). Though the advice of the Audit Commission is taken and next time on all similar
payments, such approvals by DSG (F&A) will be supported by signed agreements.
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e Commitice recommends to the Assembiy to urgs the EAC Council of Ministers to

direct the EAC Management {o.-
i} . always ensure that all renewable contracts and agresments are renewed on
time; and

if) provide justification for the payment in question.

2.4 ENGINEERING AUDIT ISSUES

2.4.1 Unsatisfactory Finishes in Some Parts of the Building

The Audit Commission reported that during a physical inspection of the completed works to
verify whether the auditors" recommendations to fix the noted defects had been properly
implemented, it was noted that the quality of the finishing is still not goad. Walls have swelling
vaint spots both internally and externally and wall tile works in the wet rcoms have not been
properly dane. Furthermare, the general inspections conducted during the site visit to EAC
building revealed the foliowing:-

iy  The painting works generally for both walls and concrete ceiling were not satisfactorily
done. Walls were not adequately prepared (skimmed and sanded) before painting. It
was aleo observed that most of the internal and external walls have patches of colours
that bring an undesired lock for the newly constructed EAC building.

i)  Tilling works to wet areas and at the edge of skiriing were not well grouted which
leaves the surface unfinished and allows dirt to seftle.

i) For the joinery work especially to door frames, the contractor's work was
unsatisfactorily done. It was observed that frames plugged to the wall leaves spaces
between walis and door frames. : T e .

iv) Trunking for services (ICT and electricat installations) was not properly mounted to
the walls.

v) Eaves filling at the summit were not propertly done.

vi) Screeding &t the top of the summits have a lot of fair cracks and pot holes that may
result to leakage and hence increase maintenance costs.

vil) Roc! leskage was also observed in some areas such as roof sky light.

2.4.2 Inadeguate Workmanship on External Works

The Audit Commission reported that physical inspection revealed that external works at both
main entrances of the EAC Building were unsatisfactorily done. Stone slates have not been
properly placed, leveled, and grouted. Kerbstonss were not aligned properly and some were
c.efective and need to be replaced. ‘

On the Staffs Parking Lot, it was observed that there is no drainage outlet. These
weaknesses have been cbsarved despite the fact that the contractor has done some
improvements. This poor work done may allow water to percolate undermesth and
destabilize the undermeath layers (sail) and finaily result infc damage to the whole work.

The Mznagement reported that basing on the Inspection Report of 5" October, 2012, the
snags observed by the Project Management Team (PMT) are captured in the final snag list.
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'as also tasked

The main contractor w d
eni could be mads by ¥f/V.

before final payme

The Committee n:
costs than expectet

The Commiitize recommends fo the Assembly to urge the Eé‘w Councii of Ministers to
girect the EAC Secietariat to:-

£) ensure that the works which were nofed to be of unsatistactory quality are
property rectified; and
ii) deduct payment during the final account preparation from those which

could not be rectified to the safisfaction of the Engineer.

2.4.3 Planning for Consiruction Works

The Audit Commission reported that tthe pianning for the construction works for the EAC HGQ
Building appears to have been inadeguatzly done as evidenced by the following:-

i) The financial analysis conducted orior to the commencement of the project was not
satisfactorily done. This is evidenced by the fact that two different financing
agreements were entered De-wea n EAC and KfW (Project Donor Agency). The one
dat@d 17™ March, 2005 with amount of EUR.8,000,000 was replaced by ancther
agreement with amount of EUR.14,00C,060C which was entered on 25" September,
2008 and signed on 10" February, 2003;

i) Final design report recommends the use of rafi foundation but in Bills of Quantides
(BoQj}, the foundation used was piie foundation. This indicates that the brief design
and actual werks contradicts with ane another. The Construction drawings and BoQ
were guantified on pile foundaticn which was conirary to the brief design report.
Therefore there is a possibility that the EAC building foundation was over designed
and hence coniributed to cost escala ation of the building.

The other main reasons cited for inadeguate planning ¢f the consiruction work at the
EAC include:-

iv) EAC has got no building policy. This policy could guide the Secretariat to plan and
mariage the construction work (buildings). The Senicr Estale Management Officer
acknowledged that EAC has been asked to prepare the building policy but this is stili
net in plac

v) A Procurement Mznual and Procurement olan were not in place during the planning
and execution of the project. The Secretariat was lacking clear procurement plan o
guide the procurement of Main Ceniractor, sub-contractors and suppliers. Similarly,
the audit commission learnt that the exercise of preparing the procurement plan is
now underway; and

(ﬂ

he assigned works due to delay
the Contractors Registration Bcad of
e bidding documenis.

vi) The nominated subcontractor delayed in executing |
iIn obtaining registration cedificats £
Tanzania, yet this was one of iha



urthermors, it is however acknowiedgsd that as a matier of fact, best praciice was
=maioyad in administering the project using FiDIC conditions of contract and member siate

agement reported that cost escalation of the projsct from 8.0 million EURO 1o 14.0
U ted to the escalation of the hosied sigff. However, Management

(through GBC introduced a non-standardized state of the art foundation method which is the

Combined Piled Raft Foundation (CPRF), a method that combines load bearing features of

5 raft foundation with thos= of 2 piled foundation, wherezas the load on the subsoil from the
L

-2f activates additional bearing capacities of the friction piles.

The Commitiee took note of the fact that the over designing of the foundation of the EAC
Headguarter Building contributed to cost escalation, which could have been avoided was
Innecessary.

The Committes recommends to the Assembly to urge the EAC Council of Ministers (o
direct the EAC Management to.-

i) emsure thata Building Policy and 2 Procurement Manual for the EAC Secrefariat
are developed ready for use; and '

i) ensure that in future building projects, the EAC Secretariat should revisit the
designs by involving indepsndent experts to safeguard the intersst of the
Community.

2 4.4 Questionable Payments - TShs. 180,811,457.74 (TShs. 180.81 Millions)

aj Preliminary item on Provision of Offices, Stores, etc - TShs.104,805,251.33
The Audit Commission observed that in the preliminary ltem D3 bill number 1 on page 5/1/8
in the contract for the main contractor, there was 2 provision for offices, stores eic. and all
other buildings required to be usad by the Main contractor and Nominated Sub Contractors.
The same item for provision of offices, stores ete. were found in the sub contracts and were
paid.

This iz despite of the fact that the preliminary item was supposed to be charged only once
since the Main Contractor was supposed to provide office space, stores etc, for themselves
=nd all other nominated subcontractors. In the main contractors contract the item was priced
at TShs.175,000,000 (175 Millions). Annex V shows the breakdown for the rate in the
Nominatad Subcontractars® BoQ under preliminary item.

The Management concurs with the zudit finding and recommendation to investigate the

matier. d

The Committee took note of the anomaly incurred on &additicnal costs of
TShs.104,805,251.33 (104.8 Millions) for the preliminary item (shed, stores, offices eic)
which could be zvoided.

Vhe Commitiee recommends to the Assembly to urge the EAC Council of Miniisters to
direct the EAC Management to recover TShs.104,805,251 from the subcontractors.
The recavery can be made during the preparations of the Final statement (Account)
of the project.

o]
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B) Payment for Work not Performed Though Provided for in the BoQ -

T&!‘s 3,654,650.00

A review of the Bills of Guantities (BoQ) and the site visits showed that an itern of architrve
which is provided in the Main Contractor Rilis 4.:-.*' QJuantities and pzaid for has not been
executed at the following areas: Plenary Hall, \/iP bicck, Kiichen, Restaurant, Conference
Courts, Library, and Archives blocks. The tzble c*' w shows the detail of the itam of fh
EAC building which has not been exectiad though previded in the BoQ.
ftem, not Executed but Paid for

Verified ltem | Description of it=m in  Amount in B0Q | Observed Weaknessas

the BOQ _ : (TSks.)
38x18mm architrave | item F Bill numbsar 3 page | 3,654,050.00. Despites of the item being

plugged ttem C Bil' number 4 page
5/4/11 (582,050)
ltem E Bill number & pags

main contractor, no
flush doors

ttem C Bill number & page
5/9/10 (930,000)

liem E Bill number 10
page 5/10/15 {368,000;

1 following blocks: Plenary
i ! blocks.

|

b

Hall, VIP block, Kiichen,
restzurani, Conferense,

A total of TShs

Architraves in the Bills of
- Quantities (BoQ).

I
: | . o
with two labours 5/3/13 (588,000) l included and paid for to the
]
f architrave has been fixed to
T

5/8/14 (1,188,00C) This problem occurred to the

courts, library and Archives

3,654,050.C0. was priced for

't was further observed that the subcdontracior, M/s Furniture % Carpet World Lid, who was
subcontracted to manufacture, supply, deliver and install furnjturs to the newly construuted
EAC HQ Building was pald TShs.72,352,156.41 vide Certificate No.4 with no clear
justification. This amount was set aside as a contingency and its utilization and payments
ought to be supported by clearly defined tasks. This was contrary to the contract requirement
which specified that the contractor was to be paid according to the work done. But in this
aspect the contractar was paid the lump sum amount as appeared in the BoQ.

The Management reported that it concurs with the Audit Commission recommendation and
uﬂdc!’tcrﬂes to sat up a team of officers to analyze and review zll tl.., documents that were
used to pay the amount.

The Commitiee took note of the Audit Commission cancem of the risk of overpayment to the
subcontractor since the amount was paid as lump sum (contingency amount as in the BoQ)
rather than as per detailed work done.

The Committee recocmmends to the Assembly to urge the EAC Council of Ministers to
direct the EAC Manzgement:-

0) to ensure that the amounts paid for the unexscuted works are recoversd;
and

i) fo set a deadlinie for the team of officers whe will analyze and review the
documenis that were used to pay the amount

I~
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245 iInadeguate Description of Some Hems in the Main Contracior’'s BoQ -

The Audit Commission reponad that the Biiis of Quantities for the Main Contractor's contract
showed that some items were not properly described. The weaknesses noted were on the
descriptions which wsre found to be vague and items especially reinforcement bars not

measured identifying sizes as per standard method of measurement requirements.

The EAC Management noted the recommendation and undertcok {o raise the matier with
the GBC Consultanis and the Contiracters in 2 meeting scheduled in June, 2014 so that the
Tatier of the replacement of flush doors can be addressed.

The Committee notad the Audit Commissicn's concern that:-

i) The contractor might execute ths construction works according o his understanding

and the final product might be different from what is desired.

The Cemmittee recommends to the Assembly fo urge the EAC Council to direct the
EAC Marnagement {o ensure that:-

i} For any future projects, the BoQ should be reviewed by independent experts
before implementation so as to safsguard the interest of the Community.

i) flush doors are replaced with hardwood doors which last longer so as fo
minimize maintenance costs.

2.4.€ Project Final Statement

The Audit Commission reported that the Project Final statement for the EAC HQ Building
project has not been prepared. The defect | eb ility period ended on 4™ Octcber 2013, but by
the time of aqudit (14" February, 2014), this was yet fo be submitted. According to the FIDIC
General Conditions of Contract clause 14.11, within 58 days afier receiving the performance
seddificate, the coniractor shall submit to Engineer, six copies of draft statement with
supporting documents showing in detail in a form approved by an Engineer.

The Committee was concerned that in the circumstances, the EAC Secretariat cannot
establish the total project cost uniil the final statement (final account) is in place. The
Committee also noted a breach of FIDIC general conditions of contracts.

The Committee recommends fo the Assembly to urge the EAC Council to direct the
ZAC Mar'ager':ent to ensure that a detailed Final statement for the EAC Headquarters
Building is prepared with all supporting documents such as instructions, vajuations,
approvals etc. This will enable the EAC Secretariat to understand whethier the project
has savings or require more monsy to its completion.

2.4.7 Variations of TShs.1,173,127,322 for Subcontractors and TShs. §89,078,158.17
for the Main Contractor without Supperting Documents

[N}
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The Audit Commission observed that a review of the p aymenis made' the subcontractors

that there were variaticns amount =n\, to TShs.1 187,382.00. These varizticns

ised fro om d*= payments made to seven (7) bcontrccturs The following
— o

a
s were noted in the review of paymen

1. Variations were not detailed but 2isa instructions and approvals for the sams wers
nct availed for zudit review. The instructions, details and approvals are n cessary for
justifying the acdequacy of any variation raised during the construction wark. Annex
Vi shows the details of the variations for 2ach subcontractor;

N

)

A review of payments made fo ths main contractor (M/S APr:f“O) revezled that it has
variations worth TShs. ug‘cf, 78,‘«58.1.7. Thie table below provide e details e
paymanis made to the main con

Variations with no supporting documents Contractor's

Name Contract Price Gross payment [nierim Variations
(TShs.) (TShs.) Certificate No. (TShs.)
| M/s ARECO 20,741,508,735.22 |'12,536,653,720.53 | 11 589,078,153

EAC Management reported that it took note of the issue and undertook to ensure that GBC
consufiants will be rcqucstud o prc;p”‘: a detailed variation account as recommended
during the preparation of the final statement

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

i) during the preparation of the Final statement, a detaiied variation account is
prepared and atiached with refevant instructions and approvals to minimize
unnecessary costs of paying for varistions which [ack merit; and

ii) the Fina! Account is prepared as soon as possible in order to chieck and verify
this issue as computed by the Audit Commission.

2.4.8 Motice of Intention to Commence Arbitration

Audit Commission reported that the Contractor claimed prolongatiocn costs for 435 days
amounting to Tshs. 3,847,587,690 which involves site administration, eguipment, operator
costs and financial charges. Regardless of several clarifications on which consultants tried
o resolve the matier, it reached a point where the Main Coniracter decided to refar the
matier io arbitration. However, the position of the arbitration still remains unclear.

The EAC Management reported that a meeting was held in March, 2014 to resolve the
matter amicably, and the Consulitants requested the Contractor to provide more
decumernitary proof before the mattér was resoived. On March 06, 2014, a meeting ‘vith
regard to an amicable setilement of the dispute was conducted in Arusha. The content of
the meeting was captured in the minutes of meeting, forwarded fo the Main Contractor,
ARECO, on 131 Marc , 2014. On 213 March, 2014 ARECO gave notice that he had some
reserveticns with the minutes. However, he gid not deliver comments on the items whers he
had reservations.

The Committee recommends o the Assembly to urge the Councif of Ministers io
direct EAC Management to:
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i) expediticusly explore options of getiing the contractor's reservations on the -
minutes and trv o rescive the case amicably; eand

il look for ways to handle the case amicably so as to minimize cost overruns of
the project. '

5 49 Weaknesses in the Project Administration for the EAC Buildings

The Audit Commission reported that most of the information employed during the contract
administration was either missing, partially present or scattered in various places. They
could not go further to assess whether EAC complied with the contracts. This was due 0
difficulties in obtaining various contractual records, For example, they failed to establish how
the Client managed to assess and approve the variations without making reference to
yarious contractual documsnts. Further znalysis of site meeting minutes revealed the
following:- -

i) Delay of approving contractor addendum for fence works; the Contractor submitted
his quotation in November 2011 but it was approved five (5) months later, in April
2012; |

ii) Delay in approving addendum for a transiormer with ODD-MAC subcontractor; the
add zndum was submitied on 24th January, 2012 but signed in June 2012, five (5)
months later;

iy Delay in approving additional works for ICT subcontractor. The addendum was
signed on July 2012;

iv) Delays in the Contractor's payments: Payment Certificate No.3 of the Main
Contractor was delayed for two month, from 23th August, 2010 to 27% October,
2010;

v} Pending approval of Addendum No.3 for consultancy from September 2011 to
31st July, 2012; and ' . : ;

vi} Delay in issuance of Import duty and VAT exémption for 23 days, from
30thJanauary, 2010 to 22"February, 2010

The EAC Management acknowledged the existence of some weaknesses in administering
the project. They noted that in most cases the development and history of events, additional
contracts etc was captured in the monthly reports, showing very clearly reasons why certain
decisions could not be forced to an immediate rasult. For example:

i) The process of the approval of the originally omitted item of the fencing works took 3
months. The reason was that the first quotation of the Main Contractor could not be
accepted,;

it Thed

elay in approving the additional works for the |ICT subcontractor was due to the
fact that the scope of works had to be financed from other sources than the KW
funds. In addition the value of additional works was higher than the original contract
value; and

i

il Some payments, not only to the Main Contractor, experienced delays, but this were
rather exceptions. According the to the conditions of the Contract, the Consultant had
28 days for the processing. And as all Payments had been paid from KW directly to
the Contractors, there was a granted time frame of 4 weeks for KIW. This issue was
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discussed in many meetings and zail Contractors were aware that the processing of a
ayment might take up to nearly tw 13Yys.

-

—

The Committee rsiterates the Audit Commission cbservation that weaknesses in preject
administration may cause delays in ihe CO""IQ]EJO"' cf the Dl’f‘jcCt increase in costs, and
Tailure to meet the intended objevL.,reu ci ine project.

The Commitiee recommends to the Assembly fo urge the EAC Council of Ministers
fo direct the EAC Management to.-

i) srrﬁnythen the Estate Managsment Office, sc as o enable them to perform the
estate funciicns more effectivaly; and

ii} easure that the Head of the Estaie Management Office has all the information
/ : g
regarding the EAC Building project compiled in soft copy as welf as hard, so
as to make it easily accessibie whenever necded.

2.4.10 Unclear Payments to Subconfractors

The Audit Commiss«on reported that two different payments were made to subcontractors
(M/s Cdd-Mac Engineering Ltd for the Electrical installation and M/s Furniture & Carpet
World Lid for the supply and instaliation of fumniture) that were each found to have two
different figures as explained below:- '

aj Payment to M/s Odd-Mac Engineering Ltd

The review of the two Interim Certificates (Nos.8 & 8) to M/s ODD MAC subcontractor
revealed that Certificate No.8 showed that the subconiractor was paid
TShs.126,426,1860.32. n. Howsver, for ceriificate No.9 (On the side of pravious cer
amount), it was nofted that the amount for Certificate No.8 was reflecte
TShs.100,242,160.32 as opposed to the correct amount of Tehs.126,426,160.32.

Below are details of the two Ce tificates: -

i) Certificate Nc.8 was ceriified by the Enginesr on 315t October, 2012, forwarded to
German on 2™ November, 9012 with letter of r feremﬁ No. i—&;—JZTﬂM The amount
due to the subcontractor was TShs.126,426,160.32; and

i) Cerificate No.9 was certified by the Engineer on 26" April, 2013, and forwarded to
German on 3® February, 2014 with Ee‘ﬁ_en of reference No. rmﬂu’“‘ 0/4. The amcunt
due to the subcontractor was TShs.373,858,268.40. On summary of previous

certified amount for certificate MNo.9, it shows certificate number No.8 was wrongly
quoted as Tshs.100,242,160.32 instead of Tshs.126,426,160.32

b) Pay-ﬂerst to M/s Furniture & Carpet Worid Ltd
A review of Ceriificate No.4 (Final Certificate) showed that two different final certificates were
certified by the Enrlne‘—r and forwarded tc Gemman for payment. The first ceriificate
=

amounting to TShs.144,653,771.32 and the seccnd one has TShs. 140,413,558.32, as
detailed below:

f

i) Certificate No.4 was ceriifled by the Engineer on 21%t January, 2014
forwarded to German on 28 January, 2014 with letter of referernice No. F
casiing TShs. 144, 653,771.32; and
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Managerr¢nL respended that payments to M/S ODDMAC Engineering is correct

4
s
o et D ar:
he Engineer's interim Ceriif

fhe

and tha ificate of Payment No. 8 shews an amount of TZS
126,426,150.30 to be paid to the Coniract . Unfortunately KiW had a reservation on the
enviszged amount and on 189 Jan 2013 on U transferred TZS 100,242,160.32. Evidence
b=ing Certificate No. 8. F&CW have so fa been paid a totai amount of T.z:S 140,413,55.32.

The Commities is concermed on the risk of irregular paymenis.

The Committee recommends 1o the Assembly to urge the EAC Council of Ministers o
direct the EAC Management to:-

f) reconcile the figures noted above for verification and provide clarification as
to why that cccurred; and

i} initiate recavery m=2asures in case of gverpayment.

2.5 EAST AFRICAN CQURT OF JUSTICE (EACY)

2.5.1 Wastsful Expenditure

The Audit Commission reported that a total of USD 116,000 was spent on Daily Subsistence
allowances at the rate of USD 350 per person for meetings to evaluate bidding documenis
an¢ review the strategic plan ameng cthers. The meetings were held in Moshi which is two
hours' drive from the duty station.
No proper justificaticn was availed for holding such meetings in Moshi yet they cou'o have
bnen held i in- ho-.:s:a at minimal cost. In r*ase management wznied to maximize concentration
for cfficers, then they would have booked zll officers in a hotel nearby the duty station.

The EAC Management responded that a retreat out of office was found inevitable and the
Court budget envisaged this situation by making relevant provisions to cater for the said
undertakings out of office

The Committee observed that zlthough the activity was genuine, Moshi does not seem the
only piace to held such meetings. Alternative place that does not require payment of DSA
could have been sought.

The Commitiee considers the sbove expenditures wasteful as they could have been avoided
and funds expended on more critical purposes, had propriety been exercised.

The Commiittee recommends o the Assembly to urge the Council of Ministers o
direct the EAC Mznagement to:-

i) amend Financial Rules and Staff Regulations with the aim of discouraging
meetings in Mosfii and put an exception clause to really justify the necessity;
ard ;
i) ahways exercise prudence while authorizing expenditurs.

Y]
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2 Accounts Receivablie

The Audit Commission reported that an inzcrease in the receivables figure of USD 368,258
due from EAC PAF. It was zlso cbservad that the figure had more than doubled when
compared to last year, implying an upward trend. During the audit, the Management did not
provide evidsnce of recoverability of thess amounts.

-

hel
[J}

The EACJ Management reporied that collectability evidence will be availed o the Audit
Commission. '
The Commitiee observed that *it. ough tha
incurred hizs been paid since 18% Jure 2514,
the receivable was incurred.

EAC Manag ment claim that the receivable
tne current audit shows no indication 67 how

The Committee recommends fo the Assembly to urge the EAC Councif of Ministers to
direct the EAC Mzanagement to:-

i} always share evidence of collectability of such monies; and
if} avail procf of payment of rzcaivables to the Audit Commission in tha next
Audit exercise.

2.5.3 Non Compliance with the Human Fescurce Rules and Regulations Criteria
The Audit Commission reported that Regulation &0, of the EAC Staff Rules and Regulc'om
stipulates that acting in a position shall not exceed six months before the post is
substantively filled. However, a total of USD G, 1 c.—4w:=b paid as Acting Allowance to the Court
Accountant who has been acting as the Couri Administrator since November 2011.

The EAC Management reported that the position of Court Administrator has been held by
Mr. Stanley Mano in acting capacity to-daie due to delays by the Council of Ministers to
approve recruitment of a substantive positicn holder. The Management also concurs with

the audit finding that acting for such a long time may compromise the efficiency and
effectivenass of the officer as a result of an excessive workload but the Court has no
alternative solution but to rely on Mr. Stanley T\wno until such time when the Council of
Ministers will recruit a substantive position hoide

The Commitiee observed that the ,-«:u:mt Nt ha

s also acted as the Court Administrator for
" three (3) years. The officer alsc confessed before the Committee that the workload is

fhe Commiitee recommends to the Assembly to urge the EAC Council of Ministers to
direct ithe EAC Management to expediis the recruitment process aimed at filling the
staff positions

2.5.4 Vacant Posts within EACJ
A review of the EACJ staff establishment revezaled the vacant positions indicated in Annex
Y1l have been vacant for the last four (4) years.

ne EAC Mzanagement is in agreement with the concems of the Audit Commission that
having vacant positions implies having inadequate human resource which may neg atively
impact on the effectiveness and efficiency of the organ.



The Coimmittee observed that the EAC Council of Ministers is yet to approve the recruitmen

The Commitice recommends to the Asse aibiy to urge the EAC Council of Ministers to
clirect the EAC Managemznt to coordin t and expediis the 'ecru:tment process.

2.5.5 Deiays in Banking of Case Filing Fees

Fess received as income are supposed to be banked immediately as per Financial
Reguiation 47(3), which siipulates income received shall be banked immediately and
receipis shall be recorded in the books of accounts on the date the remittance is received
and deposited in the bank noi later tha.. the next working day.

The Audit Commissicn reported that filing fees charged by EACJ were not being banked
promptly. in some instances balances were banked after 13 to 98 days. Failure to promptly
bank 2! 1=es collected, they get exposed io risk of misuse or loss.

The Management concurs with the auditors cbservations. However, it should be noted that
e same observation was peinted out in the previous audit which condudcd in March, 2013.

The Management of the EACJ assured the meetiiig that mechanism is now in place for
instant banking.
1he Committee observed that most of the anomalies are caused by understaffing.

The Commitiee recommends to the Assembly to urge the EAC Cournicil of Ministers to
direct the EAC Managsment to:-

i} recruit more stzfi for the Court; and
fi} avail the status of Audii report and rﬂcowmenda- forn comphance during the
next audit, for verfrication.
2.5.8 Training

The Audit Commission reporied that the EACYJ paid USD 33,350 for training various
members of staff as follows:-

Training Expenditure at EACJ

DATE Cheque NO. NAME OF COURSE Amt{Us$)

31/01/2013 004108 Training in Advanced Management — in Swaziland from 4,575
18/02-16/03-2013
17/05/2013 004283 IPSAS and Accrual basis of accounting-Swaziland from 4 350
17/06-12/07/2013
24/05/2013 004297 Advanced program for senior executives and 4575
professionals.
24/04/2013 004241 Training of 11 Jurists on interpreting EAC Treaty and 19,250
Frotocol at International Law Institute
| TCTAL 33,350
The zudit revealed that EACJ had no approved training plan during the FY uuder review
Besides, ihe training needs and the training tc be undertaken were identified by the siaffs
themselves,



The Management reported that qumg the period under review, the Court had set aside in
its budgst funds for the training o f Judges and the Registrar on Treaty and Protocoi
{niernret:um This planned activity was carried out as p bu:ig-"-t implementation pian, but
not all funds were spent as the Court ﬁego iated with the Institute. Sinc 2 the funds v.ere
budgeted for training, the management dacided to use the rezlized savings by allowing
training of few suppon stz in their respec:twc areas of dutiss after asses:,.ng the needs.

The Commitiee observed that EACJ had not set down criteria and so the training was
imegular, '

The Commiitee recommends to the Assembly to urge the EAC Council of Ministers to
direct the EAC Manzgement to.:-

i) efways underiake needs assessment trainings and seek approvals to avoid
building slacks in the budget to enable diversions; and
i issue circular or develop and inftiate poficy on adherence to approved p plans

and budgets of the Communiiy.
2.8 EAST AFRICAN LEGISLATIVE ASSEMBLY (EALA)

2.6.1 lrregular Payment of Perdiem to Facilitate Attendance of Funeral Ceremonies
The Audit Commission reported that the EAC Staff Rules and Regulaticns only provide for
a peaid leave of nine days in case a member of staff loses a close relative with no other
benefits. Although it can be justified for the EAC to send an official representative in case a
member of sizif passes on, a review of accountabiiity documents raevealed instances where
facilitations were ex‘ended to staff to atie nd funeral ceremonies of different categories of
persans, with one such instance where 2 {otal of USD 8,084 was paid as Subsistence Daily
Allowances of up to nine days as shown below:-

frregular Per diem paid by EALA

Chegue No Vouchar Amt (Us$) Amt Quened {Us$) | Reason

213¢€ 8,200 ‘5,200 Pzid as perdiem to EALA MPs and
staff

7530 3,775 1,634 Paid s perdiem to EALA MP and
staff

3,040 2,250 Paid perdiem for § days to drivar; no
justification provi dcd
| Total 15,715 8,084

the Management reported that authorization was gra*‘- ted cn a compassionate basis and
aiter nomination by the EALA leadership. The EALA M nagement concurred with the
proposal by the Audit Commission to refer this matter to the Commission for guidance on
representation at funerals. The driver remained on official duty with the speaker in Uganda
and had io be facilitated.

The Committes observed that although the EALA Mzanagement justified the expenditure
was wrong to approve it without proper guidsiines.

The Commitiee recommends (o the Assembly to urge the EAC Councii of Ministers
to:-

(V)
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i} = directthe EAC Managemeni to form guidslines on death related expenditure
for ail EAC Organs and institutions; and

i} urge the EALA Commission to finalize the proposel before them.

2.7 PAF PROJECT:

2.7.4 Flouting of Procurement Regulations

a) Frinting of the East African Community Partnership Fund Annual Report

The Audit Commission reported that & tender for printing of the EAC Partnership Fund
Annuzl Report was awarded to M/S Majestic Printing Works Itd at a contract price of USD
2 517.35. Several inconsistencies were noted regarding this procurement as shown below:-

i) The evaluation committee report was dated, 16! May 2013 but signed on 12" May
2613; '

i) M/S Majestic Printing Works ltd was awarded the tender for the job although they
were not the lowest in terms of price rating for the same works. Majestic was paid
USD 2,517.35 Vide cheque No.005209 for the warks; and

iii) Further review of the payment voucher revealed that the procurement requisition was
dated 13t May 2013, and the LFO Ref: PON/SEC/002456 is dated 215t May 2013.
However, the invoice for the works was dated 18t May 2013, which was the same
day as the receipt cf funds by supplier.

The above analysis points to the fact that the evaluation report was made on the same day
that the invoice was raised and seitled.

The Management reportad that under ihe Evajuation report there was a mix-up of dates as
the report was finally prepared on ihe 16t of May while the Committee had sat on the 1 2
of May 2013. That is why the signatures reflect the 12t of May. Further it was reporied that
the contract went to the seccend bidder due to the fact that Mgjestic work that had been seen
earlier was more striking than Speedy.

The Commitiee observed inconsistencies in the tender awarded to M/s Majestic Printing
\Works Lid who was not the lowest bidder. The transaction is occasioned by inconsistent
dates as observed by the Audit Commission.

The Committes recommends to the Assembly to urge the EAC Council of Ministers o
dirsct the EAC Management to.-

i alwzys adhere to thie Procurement Regulations and Procedures;

i} always prepare documents and present them properfy to avoid suspicion of
the process; and
il implement the recommendations cf the Audit Commission.

=} Procurement of Prometional Materials

rhe Audit Commission reported that the EAC procured promotional materials for the

T
ahsarver mission expected to run from the 24t February to the gth March, 2013 in Rwanda.
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The contract was awarded o M/S Crea*i'v'w"— Meadia Ltd to supply branded promaoticonal

materizle at a cost of USD 10,820.80. it was further noted that Delivery Note No.0172 from
M/S Craziive Media revealed that goods were dﬂuver d on 5" February 2013; aithcugh the
Goods Received Note No.2454 by the Secretzriat reflects that goods were received on the
261 June, 2013, and that the LPO No.(:744¢ was issued on 28% June, 2013, months after

the m:::vs;, had ended

Further noted was that invoice No.221 wes presented on 29 June, 2013 and a
remainad unpaid as at t!“e end of the fin ai yaar. The entries cn the General

not reflect the expenditure charge for this purchase, neither was hnreareﬂec'l- onefa Zebn‘ty
for the same.

The Management repcrted that the goods were received as per the delivery note. These
items were t-shirts and jackets for the election observer team, which were actually used for
the event. The expenditure is captured comectly as per JN 28784,

The Committee noted the inconsistency and non-adherence to the propsr posiing or
accournts.

The Commitice recommends to the Assembly to urge the EAC Council of Ministers to
direct the EAC Management {o:-

-

1, consider sericusly the issue of accounts posting and keeping of the books;
and

adjust the transaction for verification by the Audit Commission in the pext
exercise.

-,
ey
et

c) Irregularity in Conduct of Precurement Commititee Meetings

The Audit Commission reporied that on 13" November, 2012, the 19" Extra-ordinary
Procurement Commiitee meeting was held at Lzake Turkana Hall - KICC Nairobi. included
on the Agenda were deliberations on the Procurement of logistical items for the F&A,
Council, Summit and opening of the New EAC Headquarters Complex. A review of this
transaction showed that there was no quorum for the meeting. Despite lack of quoruin, the
meeting went on to discuss and approve the procurement methods and also award centracts
for the supply of various items, works and services for an amount of USD 81,677 as shown
in Anitex .

Further, thers was no justifl
air b whereas their st

on provided as to why the procurement committee had to sif

caiio
ation is in Arusha.

The EAC ,’Ia'wcqerﬂe reporied that there was a Council meeting on-going during those
es and majority of the members on the Precurement Committee were invoived in thase
eetings. For this reason it was prudent for the mesting to be held in Nairobi.

C"rﬂmi‘t 2 noted that the PFOCUFF‘F'“!"Ht Committee meetings were irregular since they
qur‘rum Given the amount of money involved, such an oversight and contempt of
ruiw could not have been allowed tc n_ ;:e'w.
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The Commitiee recommends to the Assembly to urge the EAC Ceuricil of Ministers to
o

direct the EAC Management to always avoid such br" i of rules and regufations.
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he Aucit Commission revealad th

| 2.7.2 Tralning in Microsoft Cffice in Dubal - USD 15,507.6

tha W

for fraining in Microscft Gffice Spec
b

t a sum'of USD 15,507.6 was spent 1o facilitate two staff
iali i

st,, runring from 7th to 16th Octcber 2012 in Dubai
as shown beicw:-
Training of Staff in Microsoft Cffice [N Dubai
Dascription Base Amcunt - | Transacticn Remarks
. (UsS) Reference
DEA wiinEAC- Staif Training for ~3,0C0.00 | IMP/SEC/001861 Training for MOS specialists7-
Microscoft Office Specialist 19t Oct, 2012 (12 days).
DSA w/inEAC- Staff Training for 2.000.00 | IMP/SEC/001860 | Training for MOS specizlists7-
Microsofi Office Specialist 18" Oct, 2012 (12 days).
Training Fees in Microsoft Office "~ 7.200.00 | PON/SEC/001679 | Wasteful expenditure to travel to |
Specialist for Helen & Caroline Dubai for a course in Microsoit
Office Windows- 2010
Training Fees-Visa fess 520.00 | FON/SEC/001684 | Wasteful expendiiura to travel 1o
: Dubai for a course in Micrcsoit
Office Windows- 2010.
Return AlrTicket -StaiT i,787.60 | PTT/SEC/Q01795 | Wasteful expenditure to travel to
Dubai for a course in Microsoft
Office Windows- 2010,
Tots! } 15,5075 '

It was further noted that this training had not been planned for. Besides, there was no
evidence that the Human Resource Depariment was involved in the approval process.
There was no proper nesds assessment to establish the skill gaps. Given that basic natur
of the training in quastion, this could have been locally provided to avoid unnecessary cas
of travelling to Dubai. ' :

a
e
3

The EAC Management reporiec that there was an approval.and the Director of Human
Resource and Administration under whom the Docket of HR falls, recommended the training
and the approval of the training course outline were availed to the Audit Commission.

The EAC Management take note of the deficiencies in planning for training, a metter that is
being handled by the Human Resources Advisory Committee (HRAC) which will advise the
Management on requisite changes. |t was further noted that all training requests are now
considered by the HRAC, which makes recommendations to the Management.

The Committes observed misuse of funds on trainings not planned for. The training in
question did not justify flying to Dubai without reguisite approvals.

The Commitice recommends to the Assembly to urge the EAC Council of Ministers 0
direct the EAC Management fo.- :

) stop SUCh misuse of funds; and
ii) always undertaks planned and approved activities and seek proper

S
approvzls whers unplanned activities are considered very necessary.

7.2 Purchase of Two Mobile Phones - USD 1,791

he Audit Commission cbserved that a total of USD 1,791 was spent to acguire two mobile
phones: (1) 2 Samsung Galaxy Slil at USD 789 on 31/7/2012, and (2) an iPhone at USD
38

a4



.1,640,200) on 23™ January, 2313. No mv:rjer‘:ce was aval

een prophr!y budgeted for; basides the iPhong was purchiased usin

w lch was meazant to facilitate Donor Mission whiie in Dar es salaam. Thi
rued a diversion of funds.

The EAC Manage n‘“-‘i
implementation of

-

eporied that the phcnes were purchased fo aid in the effective
.I. ..
ctivities.

[\1

The Commitiee observed that the EAC Manzgement breached the Financizl Ruies and
Regulations by spending on unbudgeted {or flinds on unnecessary ifems

The Committee recommends to the Assembly to urge the EAC Council oy Ministers to
direct the EAC Manzgement to:-

i} reccver the amount in quastion from the responsible officer and report to
the Committee on the implementation of the directive by June 2015; and

if} develop a policy on acquisition of assets for use in the service of the
Community.

2.8 FSDR PROJECT

28.1 Avmdabte Expenditure on Planning Mesting fo Restructure the Pro.e:,t - USD
8,750

The :--.ddi Commission reported that the Project Acccuntant was advanced USD 8,750 (vide

reterence no IMP/SEC/001683) to cater fiar perdiem and other sundry expenses during the

Planning Mesting to Restructure the Project held from 28T to 29" August, 2012, in Moshi,

Tanzania. Given that the meeting was for only eight (8) peopls, it was not justifiable to hold

such a meeting outside Arusha.

The EAC Management concurs with the audit recommendation on prudence and vaius for
money activities. It was argued that the mesting un der discussion was both a retreat for the
project staff that needed bonding to enhar‘ce ieamwork, and secondly was to give the team
2n opportunity to review the projsct activities given the challenges the project haa gone
through since its effectiveness.

Considerirg the two objectives of the mesting, the EAC Management was of the view that
they could be fully achieved outside duty staticn environment where the team could have a
maximum concentration. Apart from bonding, I.“'c’:- Project Administration Team was also
fasked to concentrate on project redesign and restructuring and to have justifiable output
especially in the Executive Commitiee reuomr“lendpd zreas on

i) Re-prioritization of project activities;

i)  Review the project activi«*lea'co‘-ting;

i) Restructure the project to consider the exis :

iv) Reucu the project to rezliocate or cance! the funds that may not be reguired in the
rst phase cf the project.
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anagement, Progect s Executives and
iriner noted that the EAC Management

The output of the meeting was shared with the ZAC!
Nas fu
the Audit Commlsmona recommendsaticn on

Steering Commitiee, and the World Bzank.
has indeed put more controls to implement t

37



nancing the achievement of value for monay. in March 2014, the Secretary GCeneral
. igsued a Circular emp z3izing that "no EAC meetings should be held in Moshi without his
Py "
earance”, :

he Commiites observed that t ¥penditure was indeed wasteful because the same
bjectives could have been achieved by holding such meeting in a nearby hotel and cnly

aying for meals and venuse.
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The Commities recommends fo the Assembly o urge the EAC Council of Ministers {o
direct the EAC Management to desist from causing financial loss to the organizaticn.
2.5.2 Project Budgetary Performance for the Year under Review

During the zudit, it was noted that the project had been planned to be implemented in phases
and phase one had six (&) components which were to be completed by end of the FY
2012/13. The committsd amount by the donors from inception to completion of phase one
is USD 15,000,000. Further analysis of specific activities under the six (6) componenis
revealed that the project planned to undertake a total of 44 key activities with a total budgat
of 118D 7,495,000, during the year under review, out of which only 17 were carried out. The
c

actual expenditura amountad to USD 2 013,214 transiating inio & meager 27% of the budget.

The EAC Management agrees with the audit observation and recommendation and further
reported that the Project Management faced a number of challenges from the project
incepticn as hereunder:-

) Changed factors since the design of the project that include costing figures adopted
for budgeting; some of the amounts were too low to support regional consultancy
Work; '

il The evolving regional Agenda which necessitated a need for restructuring of the
project ; : - L :

i} In appropriate design of some components (e.g. the IOSCO activity under component
3) which led to implementation difficulties;

iv) Delay in recruitment of key personnel; and

v) Long procurement processes, in particular the long drawn out negotiztion processes
among cthers.
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l > Management reported that the Project Administration Team has since taken the

foilowing steps to ensure that the project is brought on track:-

i) Re-costed all the project activities to reflect the market rates;

iy Develop mechanisms for reducing the long procurement process;

iy New technical staff recruited; and

iv) Have agreed with the World Bank for a project extension for 15 menths to give the
project team 2 chance 10 achieve the project development objectives.

The Committee observed the slow pace of implementing project objectives and took note of
the Management's undertaking.

The Commitiee recommends to the Asssmbly to urge the EAC Council of Ministers to
direct the EAC Management (0.~



i) Always plan realistically and ensurs impiemeniztion of planned activities;
gnd '
ii} Preseni progress and improvement for verification to the Audit Commission

2.8.3 Unjustified Procurement of Fixed Asseis

During the audiiing, it was noted that the project paid M/s Compucat Technologies USD
40,790.00 vide cheque No.00320 with LPO Ref: POA/SEC/D01542 for the supply of 15
Toshiba satellits C850-B890 lapteps, 16 Ipads and two printers. The audit further notad that
this procurement of extra laptops and ipads was not justified, considering the number of staff
under this project. The fixad assat register and distribution schedule also showed ancmalies
of some staff being issued with severzaliT refzted equipments such as g deskiop computer,
HP laptop, Toshiba laptop and Ipad.

ol he 15 lapiops and 15 Ipads wzs to
meet the staff needs of the project. The staff compiement of the project currently stends at
14 after two members of staff, Joseph Rugari and Dr. Sj
Currently two positions zre at the short listing stage and staff expected to report on duty
before the end of the current fiscal year,

The EAC Management repored that the procurement of t
i

The EAC Management however agrees wilh the audit observation that the distribution shows
Some anomalies and confirmed to the Committes that the anomalies have since been
corrected as shown in the adjusied Asset distribution list available for verification by the
Audit Commission. :

The Committ=e observad that the Project Managsment has unnecessarily procured fixed
assets where for instance laptops outnumberad the staff of the project.

The Commitiee recommends fo the Assembiy to urge the EAC Councii of Ministers tg
direct the EAC Management to:- :

i) aveid unjustified procurement of fixed assets;

if) withdraw laptops from those who received more than one and ipads; and

fif) present the adjusted asset distribution fist fo the Audit Commissicn for
verification. '

2.2 USAID-CSERI PROJECT

2.9.1 Project Budgetary Performance for the Year under Review

The Audit Commission reported that the EAC/USAID project comprises four components
with each having a distinct budget in line with the identified activities. During the year ander
review it was noted that the cverall budget utilization was fow with oniy one component peing
2bove 50%. The entire expenditure fer the year was USD 819,355 against a budget of USD
2,201,388 resulting into a meager 37% utilization, as detailed below:-

Budgetary Performance under USAID-CSERI Project

[ Donor activity | Doner activity description- |, Budget-3 Actual-$ | Variance — § | Variance !
analysis code/ ' in % !
depariment ! ;

(V3]
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‘ Lfsm [ Estzblishment Of Tns East | 518‘3620-0 275 748.79 | 192,513.21 | 63 [

= EAC Management respondsd that the under spending was as a result of limited
i d administrative capacity arising from non-recruitment of 3 project staff mainly
o US02, US03 and US04, These siafis were on board from July 2013, there has since

he Commitee obsarved iow budget utilization, caused by the delay to recruit project staif.
¢ was further noted that low utilization could limit the Community from. receiving more
onation.

The Committee recommends to the Assembly to urge the EAC Council of Ministers to
Jirect the EAC Management {0:-

{) improve on budget performance in all projects; and
i) present the progress of implementation of activities to the Audit
Commissicn for verification.

2.10 HIV-AIDS PROJECT

7.40.1 Poor Budget Performance

A review of the project budgstary performance by the Audit Commission revealed that the
project performed poorly in utilization of budgeted funds and only managed 1o spend 47%
of total funds eamarked for its programs during the year under review.

The EAC Management noted the audit find and highlighted the following reasons that led to
poor budget periommance:- This is noted by the Management.

) The HIV and AIDS project did not implement most.of the planned activities for the
period undsr review due {o unavailability of funds. Attemptto borrow funds within the
organization were futile. So the unit was unable to achieve the desired buaget
Ltilization due to none or low implementation. Funds from SIDA were received on 2™
December, 2013, which was rather lzte for implementation.

ii) During the period under review, due to none availability of funds, the project was able
to mobilize technical suppert inform of consultants from the UN agencies (UNDP and
UNAIDS). The consultants have been hired by UNAIDS and UNDP to write the EAC
Annuz! HiV Epidemic; and conduct a comprehensive analysis of HiV and AIDS Laws,
policies, strategies of the EAC Partner States and develop a Regional HiV Legal and
Palicy reform framework, respectively. This work is in advanced stages. We had
budgeted for inese expenses under the EAC HIV and AIDS project and they form
part of the analysis. Since these are not incurred by EAC they are not reflected in the
EAC accounts but under the accounts of the supporting organizations. This has
contributed to the observed low budget utilization. The project team undertook to
improve in the budget performance during the current FY 2013/14.

ommittee cbserved that poor budget performance undermines credibility of the EAC

Institution.

m
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The Commitiee recommends fo ihe Asse embly to urge the EAC Council of Minisiers o
direct the EAC Manegemcnf ia always ensure that activities planned for are exe cut-d
at all costs. :

2.11 APSA PROJECT

2.11.1 Budget Performance
Puring the period under review, the analysis of APSAs budgset performance by tha Audit
line '

gs
Commission revealed over expenditurz on the following budget i

Budget Performance under APSA Project

ftem Budgeisd Actuzi Amount Eudget

' Amount (USD ) | Amecuni (USD) Available Utilization
Salaries and other related 69 500 81,732 (12,132) 117%
costs ] ,
Promation of Dizlogue, 72,800 82,501 (9,701) 113%
Tclerance &

there is no evidence that over expenditures noted above was properly au.horized by way
of approved reallocations as is provided for under Regulztion 20 cf the Financial Rules and
Regulations.

The EAC Management reporied that salaries and related costs were under budgeted and
hence the over expenditure. Management however concurs with the recommendation and
undertook to ensure that there will be nc budget overruns in future.

The Committes observed that there was spending beyond budget and breach of Regulation
20 of the Financial Rules and Regulaticns.

The Commities recommends o the hssemb!y to urge the EAC Councii of Ministars fo
direct the EAC Management to:-

i} adhere to the financizl ruf“ nd regulations; and
and seek approval for re-zilocation from

£} afways budget appropgriat
gppropriate authorities.

2.12 ARNM PROJECT
2124 Weaknesses in Consuitancy Contract Management

} Contract Agreement No. P&P/1/1/4(01)

ne Audit Commission reporied that Coniract Agreement No. P&P/1/1/4(01) for the
ravision of Consultancy Services for Feasibility Studies and Detailed Engineering Design
f the Multinational Arusha — Halili/Tavstz - Voi Road was signed between the East Africa

-~1 m

O"D

Community (The Client) and M/S Egis Bceom Internationzl (The Consuliants) on. 271
August, 2009 for Euro.1,400,052.98 and Local :J.TSH’:] of K&h. 32,916,743, The effective
coniract cate was noted to be the date of contract signing as per Clause 2.1 of the Specific
Conditions of Contract (SCC): commencement of services was 1o be within thirt rty (30) days

= 2.2 of the SCC. in addition, Clause 2.3 of the

from the contract effective date as per Ci:
SCC specified that the contract period shalil ke gighteen (18) months.



juring the audii, paymsnts totaling USD 029.232.41 were made by the projsct. However,
he following matiers ware noted:-

a) The technical contract performance reporis/minutes, invoices, Certification and
acceptance of work done were not availed; and

B) The Consultant's report was submitted in March, 2013 having delayed for more than
40 months. it is worth noting that thers was no clause included in the contract for

+
psnalties in the event of deiays by the consultants.

The EAC Management concurred with the zudit finding and heid that the matter in question
was similar to the Malindi — Bagamoyo project but in reverse order. Tiie sCope of works wzas
for full design on the Tanzanian side and design raview on the Kenyan side. However, when
the consuliant (Egis BCEOM) was raviswing the Kenyan side of the design, it was
discavered that the previous dasign had ssrious sharicomings that required full re-design. A
contract addendum was negotiatad, with additional costs sourced from Grant savings, and
the consultant was granted extension of time to do the new designs. in addition to the re-
design, environmantal issues with regard to ihe Tsave National Park took time to resolve.
Several stzkeholder workshops were held in order to reach consensus with regard to the
section of the road passing through the National Park.

The Committee noted probable axity in the Contract management which may negatively
sffect the achievements of the set objectives. The Committee further took note of
Management claims that zn addendum was negotiated and signed and so the delay was
agreed upon.

The Commitice recommends to the Assembly to urge the EAC Council of Ministers to
direct the EAC Kanagement to avail 2 copy of the addendum for verification by the
Audit Commission.

222 Weaknesses in Managing Receivables and Payables

a) Receivables and Payables

The Audit Commission revealed that the Statement of Financial Position as on 30" June,
20113 reflacts cutstanding receivables detailed in the table below:-

Raceivabies under ARNM Project

Description Year ended 30th June Year ended 30th Year ended 30th
2011 (Us$) June 2012 (Us$) June 2013 (Us$)
Staff imprast for Activiies 18 16
Receivables, Tanzania ‘ 40,383 40,383 40,383
F.oads Authority i
. VAT Claims ‘1 100 100

Eurther review of these receivables revealed that they have been outstanding for more than
cne year and they are not supported. The respective invoices and efforts made by the
management on fallow up and recovery of these receivables were not availed.

b) Payables



A review of this project, by the Audit Commission, revealed that the Statement of Financizl
Fosition as on 30" June, 2013 reflected Arr;.-';_:ed sxpenses of LIS 2,480 and other current
liabilities of USD 11,028 as shown in the iabie below:-
Payabies under ARNM Project

Descripticn | Year ended 20th June Year ended 30th June 2013

12012 (Us$) {Us$)

Accruzls | 2.480 2,480

Contributicns received in | 11,028 11,028

Advance, Kenya o

TOTAL 13,503 - 13,508

The EAC Management undertook to lizise
make the necessary reconciliations to be rafl
Statements.

The Commitiee observed that receivables ang

as required.

The Commitice recommends to the Assem

concarned National Road Authorities and

£ B o
FI 8 4 e
ected in the subsequent financial vear rFinancial

'nave not been claimed and s=tned

zbles

bly to urge the EAC Council of Ministers fo

direct the EAC Management to initiate en'f folfow up the claiming of receivables and

settfement of payables and avail the
verification.

2

213 [IBAR PROJECT

Z.13.1 Unsupported Receivabies
A review, by the Audit Commxssaon of the
revealed a total of USD 11,878.92 and USD
addition, no breakdown was prc'*oed for the

£AC Management reported that supportin
ed to the auditors who vcn

QLESIIQF‘S were availe

ey 1Ly A

The Commitiee observed that the EAC !
Commission during the audit exercise.

evidence of action toc the Audit Commissicon for

ables

cject Receivables and Payabies Accounis
9 rcspcctlvﬂ:y that were not suppoeried. In
ounts in guestion.

av

J'

hiesg

e

cuments for receivables
them accordingly.

and payzables in

i
slsts]

¥
1ed

anagement does not cooperate with the Audit

The Commitize recommends to the Assembiy to urge the EAC Council of Ministers to

direct the EAC Management to always exsrcise ma

aximum cooperation during the

audit exercise and implement the zudit Commission Recommendation without any

hesitztion.

2.13.2 Unsupported Expenditurs

A review cf Project expenditure revealed unsupported transactions totaling to USO
20,878.62. The relevant payment vouchers were not provided for audit review.

The EAC Management reported that all relevant documenis were availed for review to the
auditors.



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

irect the EAC Management to recover all the monies spend without requisite
supporting documents and aveil the implementation of the directive to the Audit
wummissicn.

2133 Overpayment of Daily Subsistence Allowances
A review by the Audit Commission revealed that a payment for daily subsistence allowances
(DSA) of total USD 815 was overpaid during the year under review.

The EAC Management tock note of the finding and promised {o institute recovery of funds.
The Commitise noted with appreciation the undertaking by the EAC Managemant.

The Committee recommends to the Assembly to urge the EAC Council of Ministers o
direct the EAC Management to avail evidence of recavery o the Audit Commission in
the next audit.

2.13.4 Debit Note to M/S Wing Link Travel Agent neither Recovered nor
Recorded as Receivable

The Audit Commission reported that during the year under review, the 1BAR Veterinary
Governance Project paid for an unutilized ticket amounting to USD 668 to M/s Winglink
Travel Agent and a corresponding debit note of USD 668 was prepared on 19" April 2013
for a refund by the firm. The Accounts Assistant explained that for any unutilized ticket a
debit note would be prepared by EAC to M/S Wing Link Travel Agent so that the later can
refund to EAC the amount involved.

At the time of audit, in February 2014, no refund had been made by the travel agent and
debit note was not recognized in the books of account as a receivable as on-30% June, 2013.

The Contract between the EAC Secretariat and M/s Winglink Travel Agent was alsc not
availed for confirmation of payment in the event of unutilized tickets.

The EAC Management noted the audit concerm and undertook to follow up with the supplier
to ensure recovery of USD €88.

The Committee observed that the EAC Management does not pay attention or follow up
recoveries for the community.

The Committee recommends to the Asseimbly to urge the EAC Council of Ministers to
direct the EAC Management to recover all receivables and present evidence (o the
Audit Commission for verification.

2.14 MRH PROJECT

-

z.ié41 Unzccounied for Advancss and/or Allowances tc Staff

“‘ha Audit Commission reporied that imprest amounting to USD 18,288 vide cheque
No.000075 was paid to Mr. Eric Sanga to cater for the Technical Working group held in Kigali
from 3™ to 5% December, 2012, but no document was availed o support the retirement.

a4



The Committiee noted that unds in guestion had

Commitis t ed i
been mispiaced but later discovered, verified and sieared.

2.14.2 Poor Budget Performance and Project Implementation

Performance budgets use statements of missions, goals and objsctives. It is 5 way io
aliocate resources to achieve specific objectives based on program goals and measured
results. Hence the level of implementation of the proiect is expected to closely correspond
to the percentage of utilization of funds aliocated to the activity. Annex IX attached reveal
poor budgetary performance of MRH proiect. '

The follewing matters arose from the analysis:-

a) Although the overall percentage utilization was 62%, the Project had overspen® on
two budget lines up tc 215% and 306% of the sllocated amounis: there was no
evidence that the over expenditures in question was properly approved as is required
oy the financial regulations.

b) Mzny planned activities were not undariaken at all.

The EAC Management reported that the budget spending level of about 52% resulied from
a number cf factors beyond the Project Managament control, such as:-

i) Delay of fund disbursement from the World bank, while the funding agreement was
signied on 21t March 2012, the first disbursement came 26" September 2012 (8
months later);

i} Delay in recruitment of 10 Project Staff, namely six Naticnal Medicines Regulatory
Officers (NMROS and 4 staff at EAC Secretariat namely Senior Health Officer, =-
Realth and Infermatics Officer, Accountant & Pharmaceutical Program Assistant. The
six National Officers were reacruited in April 2013 (3 months befcre year end) while
four staff at Secretariat were recruited on 1%t July 2013 (soon after year end); and

lii) With no staff at National level no substantial zctivities were implemented apart from
three months staff salaries.

the EAC Management further reported that the Project Management was currently
reviewing the current Project performance especially the analysis of the amount spent
against the budget, spending per the components as preparation for the Project mid-term
review planned mid-March 2014. The review team involving all stakeholders (Donors, LAC
& other Partners like WHO, NEPAD and Bill gate & Melinda Foundation) will review alf
spending against budget and suggest the reaflocation of funds among budget lines, activities
and project components.

The Committee noted poor budget performance and overspending on particular budget lines
without approvals.

The Commiities recommends to the Assembly to urge the EAC Council of Ministars o
direct the EAC Management to always seek proper approvais to spend the EAC funds.

215 RISP PROJECT

2151 Unbudgeted Expenditure - USD 6,800

4
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Tre audit revisw showed that on 28ih July 2012, the East African Community signed a
-contract with Amanda Magamba to monitor and report on beha h’ of EAC the electoral
proce t"wa'ab ending the Somalia transitionzl Federal Government. as
scs!eduivd 0 bs L. :i—narpn from 22M July 2012 to 20 August, 2012 &t a fee of USD300
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it fu rtner revesled that a totzl of USD 6,500 was paid to the Consultant vide Cheque
&8 from the RISP Fund. Further scrutiny of the RISP annual work plan and the
bud gcn revealed that such an activity had not been budgsted for.

The sudi
No.0008
VE

approved

)

Tha EAC Management reported that expenditure was occasioned by the emergency nature
of the transition in Somaliz, a country that had applied to join the Community and in view of
the EAC obligation this snouid have been reflected under RISP work plan. The Management
however undertook to ensure that such lapses do not occur in the future.

The Committee observed the anomaly and consistent abuse of funds by the officers who
take decisions to revise work plans and creaie activities outside the EAC Management.

The Committee recommerdb fo the Assembly to urge the EAC Counicil of Ministers to
direct the EAC Management tn recover the said funds irom the cfficers involved and
report back to the Audit Commission.

2352 lrregular Payment of VAT - USD 12,379.35

The Audit Commissicn reported that Article 4 Sect. 7 (f) of the MOU between the COMESA
and EAC states that the PrOJect Funds sha!l not be considered eligible for taxes, duties and
charges (unless the implementing party is not able to claim them and if allowed by the
applicable regulatory provision of fhﬂ European Union).

Howsaver, the Audit Commission noted that VAT paid to-suppliers was fully expensed with
no evidence provided of any efforts by the EAC Ma nsgement to submit claims for refund of
the amount spent. Failure to recover VAT contravenes the provisions of the Agreement
between EAC and the United Republic of Tanzania. Besides, RISP may not be able to
recovar the whole amount of tax paid.

Ths EAC Management reporied that it concurs with the audit finding and reported that the
is baing handled by the EAC Administration Office to set up a modality that will ensure
is able to claim Taxes from the other EAC Pariner States.

The Committee notad with concern lack of efforts by the EAC Management to claim VAT
levied on EAC transactions in ali the EAC Partner States.

The Commities recommends fo the Assembly to urge the EAC Councii of Ministers {o
Ciract the EAC Management to adopt a grompt measure of claiming refundablfe VAT
in afl the EAC Partner States

2.46 MISCELLANEOUS PROJECTS

2.16.1 Miscelianeous Projects Dormant Funds
The Audit Commission raviewed the use of funds for Miscellaneous Projects and noted
dormant funds totaling to USD 2,063,678.81 for six projects. Ine se funds were on the bank
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account from the beginning u
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The Commitiee noted that the dormant funds wers mainly donated by SIDA to itiate
negotiations which EALA refused to approve owing to the fact that the corrpeu or De
funder, would compromise the negotiating power. The funds were Fonscr‘ucnd‘f fran
back fo Sweden.

COMMITTEE RECOMMENDATIONS

[77]
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The Commitiee recommmiends o the Ass emBly to urge the SAC Council of Minisiers to
direct the EAC Management fo:

i} glways provide conclusive information with evidence to the Audit
Commission;
if} show eviderice of moniss transferred fo Partnar States and Sweden; and

fe!
if) change the accountname to EAC G nerai Project Account,

2:18.2 Unsupported Raceivabies and Payabies

A review, by the Audit Commission, of the Receivables and Payables Accounts for the
Miscellanecus Projects revealed a total of USD 228,345.10 and USD 1,084,184.40
respeciively was not supported. ' '

The EAC Management reported that total payables under the Miscellanecus P roject as on
30™ June, 2013, was USD 217,509.65. This includ e unpaid air ticket and amount due tc
consulting (MA Consulting Group) and total amount receivabie was USD 372,102; this
amount includes inter-project/Secretariat indebtedness of USD 361,083 from Secretzsiat to
SIDA- EPA negotiation Project. Relevant documents were présented to the Auditars for
verification.

The Commiftee took nots of Management's response.

The Committee recommends io the A* mbly o urge the E. 'C Council ef Ministers to
diract the EAC Management tc ensure ar such issues gre setiled with the audiiors

By provision of refevant documents for verification.

2.18.3 Weaknesses in Procuremeant Management

The Audit Commission reportad that procurements of office equipment, office
computer eguipment worth USD 14,575.03 (vide Chg.100386 of USD 7,660.13
Chqg.100389 of USD 6,914.90) were made from the Miscellanecus Project
However, the procurement was autherized by the 10 Extra O'dinar“/ Procurement
Committee Meeting heid on 29% June, 2012 which lacked the requi fi :

=y



- From all five Bartner States as per item Mo.3.4.1.4 of the EAC Procurement Policies and
Procedures Manuai, 2011,

The Commitiee noted the procurement anomaly.

The Commiitee recommends fo the Assembly (o urge the EAC Council of Ministers to
direct EAC Managsment to- '

i} stop breaching EAC procurement policies and procedures manual 2011;
&ng ,

i) always endeaver to avail requisite documents for verification by the Audit
Commissicn. ’ .

2.16.4 Unsupported Transacticns on the Miscelianeocus Projects Account
A review, by the Audit Commissicn, of the cash book of the Miscellaneous Projects,
ravezaled other unsupported transactions as detailed in the table below:-

Unsupported Transaction on Miscelianeous Projects Account

Project | Base Transaction | Currenc | Journal Transaction | Transaction
code Amount | Amount y Code | No. Dzte Refersnce \
MAQ1 36,690 36,620.00 UsD 3097 8/24/2012 Nordic \
: Africa/RFB/3752-
22356 |
FADY 135,513 |-135,513.00 | USD 2161 8/28/2012 100363 - Correction |
of A/C
| UNCS 170.38 | -267,500.00 | TZS 2162 9/28/2012
1D 1,000 1,000.00 1JSD 4728 11/9/2012 100332
S -180 -180 Usb 10967 ° | 5/9/2013 100451
GCa1 100,000 100,000.00 UsD 21130 6/30/2013 065JV/IJUN'13 j

The Auditors could not confirm the validity of the sbove transactions due to absence
adequate supporiing documents although EAC Management claims 1o have availed
documents to the Audit Commission.

The Commitiee cbsarved that EAC Management failed to fully account for the transactions.

The Committee recommends to the Assembiy to urge the EAC Council of Ministers to
direct EAC Management to:- :

i} siways provide documenis supporting all financial transactions to the Audit
Commission for verification; and '
i) Roid officers inveived accountable for non-adhersnce to the requirement.

247 CLIMATIC CHANGE PROJECT

2.171 Budgst Performance

n reported that the Climatic Change Project had been budgeted to
1a] of USD 676,88. By close of the period under review a paltry USD 297,570
(44%) had been spent, with some activities having 0% outfrun.
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The EAC Management repori=d tha delays in recruitmant of 5
project staff to constitute the Progrars ¢ only 1 staff out of the 6
projected staff. Alihou gh interviews r= be the process of recruiting
the staff is yet to be conciud»:—d &s e project also expsrienced Sifficulties in terms of
disbursements. Successfui candidates wili be zppointad 25 soon as funds are remitted by

the Develocpment Parin tNers supportin

(@]

The Committes obseived that poor blidoet perfenmance is caused Ey understaffing of the
project staff,

The Committee recomimends fo tre Assembly to urge the EAC Council of Ministers fo
direct EAC Management to devise strategiss ¢o ensure that all planned activities zre
always implemented within the sst timefines,

215.2 Refundable VAT not claimies

Article 4 Section 1 Sub-Section (d} of the EAC Headquarters Agresment with the United

Republic of Tanzania provides for examption r)f EAC from all taxes, including withhoiding
ax (WHT) and Value added tax (VAT). A rav iew, by tha ndd’l’ Comfn;SQ1o.. ci the

¢ that VAT totalin: to USD 18,!8!.JJ had
rity as detailed in Annexk’_

-

Receiveble !_edgcrs of several projects revaz

-
not been claimad from Tanzaniza Revs nue Autho

The Committee nr:ted the delays by FAC fianzgement to claim refundable taxes from EAC
i cr"ﬁer uLuLES

The Commitiee recommiends fo the Assembly to urge the EA AC Councii of Ministers to
direct EAC Mzanagement to-- '

i) always submit claims for VAT paid by the project pron’ptf,f, and
i) ensure that sl the relzted ransactions rcccrdea in its books of Accounts
are fully supporied, - :

- PART T1II

LAKE VICTORIA BASIN COMMISSION (LVBC)

£y

R4 CURRENT YEAR AUDIT FINDINGS

3.1 Wezkrnesses in Maznagsment of Acc

ountable Imprest

The Audit Commission reporied that the review of the thal balance imprest registers and
ncias to the financia! staisments revealed that imorest amounting LvSD 118,138 remained
unaccounted as at ?3“’ June, 2013, contrary o Section 5.5 (e). (5)and () of EAC Srancial
procedurss manual.  The audit furiher “.o.e: that imprest is still being issued to sta¥ with
unrstired bdﬁanms irom previous years in toiz] d sregard of the above requirements. The
table below shows the details -
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TR EAT. A=~ - Selelat -+ L e I T e = b t tmlr +
-Ths EAC- Menagemsnt rsported that measures have already be izken to recover

- puistanding imprest from the payroli while other imprest holders have since made cash
refunds for outstanding balances. Reallgcation of recovered amounts will be done to the

o
properly analyzaed codes and respective projects.

The Commitiee cbs=rvad laxity in the Managemeant of Accountable imprest but was informed
that the outstanding imprest at end of FY 2012/13 was recovered in full from stafi salaries
and subsequently accountahbility has been greatly enhanced and as a matter of fact, as at
slose of FY 2013/2014 outstanding imprest is less than 40,000 and is mainly attributed to
activities that were due to take place in the subsequent month of July 2014.

Committee recommends fo the Assembly to urge the EAC Council of Ministers to
direct LVBC Mznagement o present progress fo the Audit Commission for
verification in the next audit.

3.2 Poor Budget Performance

A review, by the Audit Commission, of the activities of the Commission revezled that there

was = low level of budget pﬂrrorm_.nce during the year under review as shown in the table
b=iow:-

Budget Ferformance by LVBC

TFARTICULARS i Budget Utifization |
[LVEC Secrstariat T T 43%|
i Part—ls-rsrzp Fund R - j - 60% |

Qvear ll Budgsat Utilization E A4 |

The above analysis reveals that the Commission performed pooriy in utilization of budgeted
funds and only managed tc spend 44% of total funds earmarked for its programs during the
year.

rhe Management reported that there was a delay in release of funds for various activities
from Development Partners. .LVWATSAN orogram budget was inclusive of funds sent
directly to Partner States by the donor which were contributing about 88% of the budget. Out
of the 12% of the budGCI to LVBC, over 65% was for Training and Capacity Building (TCB)
— a program component that was contracted to UNHABITAT. The TCB component was paid
to UNHABITAT and therefore treated as spent, and overall, the budget component to LVBC
spent was about 82%.

‘The Pariner Staies budget allocated was pegged on the expectation that various
procurements wouid be completed to faciiitate Vpend iture, but the same were delayed and
sxpenditure was siowed. Given the larger contribution of the Partner States’ budget in the
overzll budget, the aggregated expenditure ugruncantiy reduced resulting to the low
absorpticn rate.

it was further held that sirategies employed to regularly monitor progress on project work
p!ars have changed f this trend. All the Impiementing Agencies (lAs) in each Pariner State
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have contracted nationai consultanis for design and supervision of works in majority of the -
cases. Wiih the engagement of consuitznts 2nd contractors, heavy coods and consiruction
works, where the buik of the budget lies wiil be consumed. We therefore expect a total shift

in the consumption trends in the immediats past and coming mcnths

The Committee noted pO'.u budgeat performance but was infermed in addition to the response
that funds disbursed to Partner Sates d 1;:::., nG lenger inclucded in the Commission is

budget performance is expecied to imprava.

The Commitiee recommends to the Assembiy to urge the EAC Council of Ministers to
direct LVBC manzgement present L--JCI" get penormance progress fo the Audit
Commission for verification in the next zudit

("'

.3 Excessive Payment of Trave! and DUaily Subsistence Allowances (DSA)
The Audit Commission reported that the Commission cp-"nt USD 1,557,208 as DSA during
the FY 2012/2013. Anaiysis o’ the DEAs paid during the year revealed that scme
Commission staff were out of the office for batwsaen 100 to 272 days as shown in Annex X¢

The above analysis raveazls that:-

B Scme Cadres of staff (for example Accounts Department siaif) were out of the office
f r unreasonably many days whiis rl"a-ir main job description may not involve 2 lot of
ork being done out cf the office; and

=
L

The Commission's Senior Manzagemant has been out of the Waorking Statior for
significantly many days.

|

agement responded that the primary mandate of the Commission is to coordinate

within the lake rsgion with 2 view io implemsnting planned activities in 3
inated and sustainable manner The ac tvity of coofdinaticn to g large extent involves
izing and facilitating workshep and seminars. LVBC does not per se diractly implement
activities but has a kcy role in m onrtc':ng and facilitating the implementation of those
activities which mainly involves workshops and seminars.
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To enable the Commission carry out ite mandate as a Secretariat, it assembles teamns with
various specialties to help validate reports from the various consultancies before submission
to the relevant Sectoral Councils for approval.

Furthermore, the LVBC is funded -at 90% by Development Pariners and this requires

management to keep networking exercise in different internaticnal forums for resource
mobilization purpese. There is cbviously cost effectiveness between the resources used 1o
undertake these missions and the o uLL,J ne of the same missions that is continucus su uDG’T
by Development Pariners the Commissicn enjoys

However, the Coemmission will always be stringent to ensure that only relevant kay staff
attends meetings to ensure value for money in 2il expenditures

The Commitiee observed that much as LVEC Management attaches the excessive payment
of DSAs on the nature and mandate of the o ire



direct the LVBC Management to.-

i} immediztely develfop travel guidslines and reduce excessive paymenis of
DEAs; '

ii} present progress impiementation of the directive fo the Audit Commission for
verification; and '

iif} rectify the system fo avoid wrong computation if the claim of wreng
computation is indeed true,

34  Weaknesses in the Management of the IT Function

The Audit Commission reported that a review of sustainability of services of the Commissian
revezled that the IT Officer resigned from the post on 31st October, 2013, IT functions
were then coniracted io M/S Bygrace Technologies vide an addendum to & prior contract
with the firm for mainisnance services for computers and (T equipment signed on 1% July,
2013, ‘

It was noted that Contract Clause No. 1 (7) provides that "/n case the spare parts that need
to he replaced, the client shall be responsible for buying and availing the spares to the
service provider’. Under the current arrangement, the service provider will be the one to
suggest the spare paris to be procured and what is to be fitted or replaced, pointing io a
possible conflict of interest since it's the same person maintaining the IT system as well as
coverseeing its function.

Although Management has in piace an |CT Steering Committee, no minutes of iis meetings
were availed for audit review. ‘ : : '

The Management tock note of the Auditors’ concern and reported that the Commission has
advertised the position of ICT Officer to be filled in before the end of the current financial
year. This will help in effective and efficient operations of the IT functions with regard to
segregations of responsibilities.

it was further reporied that the Commission currently has only one (1) established position

in iT depariment, which fzll vacant following the resignation of the previous office occupant.

"“h= ICT Steering Committee activilies were negatively affected by the absence of the IT
2

nd will be reactivated to help guide the ICT functions.

The Caommittee observed that IT function at LVBC has had significant challenges. The
LVBC management however informed the Commitiee that recruitment of the ITO was
conciuded and his =ppointment has been approved by Council.

The Committes recommends to the Assembly to urge the EAC Council of Ministers fo
direct LVBC management o

i} Effectively render the hest management of the IT function by increasing the
number of IT staff; and
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riner States, it was noied that DSAs are still excessive. -



i} Revitalize the management of the [T function and present rescrt of
improvement to the Audit Commission for verification in the next audi;

3.5 Fixed Deposit Accounts

A review cof the Commission's investmenis FeCoras revealed the foliowing:-

) The Commission had fwo Fixed Deposits investments accounts namely; L\VBC FOR
HCC‘ unt (Kshs)-KCB Kisumu with 2 balance of USD 300,000 and Gratuity FDR Bank
Account-NIC Bank with 2 baiance cf USD 299,984 zs at 30t June, 2013. it was
however noted that the Commission does not ma rata'n an investmeni register,
contrary to the EAC Finzncial Fuies and Regulations. Also, Fixed Deposits
certificates were not availed for augit verification.

il) mas noted that the Gratuity FDR {NtC) bank statements had 2 2 nil balance as at 20th
une 2013, although the financizal stat C“ﬁem eflected USD 295,984,

iii) 1t was further observed ¢ that ali the interest earnad from the twe investments accounts
are posted to an interest e"r".eo account nu mbcr 4300001 which consolidatas all
inferes&, eéamed from zll the Com*"s:,or bank accounts. This made jt difficult to
ascertain from the interest account which interest earned rej-tes to which investment
accounts. No reconciliations on the same account were being done to ensure that 3l
the fixed depacsiis have ezmed their correct i xntereSts as per the rates specified in the
Ceriificates and zlso at the correct time.

I'he LVBC Management took noia of the audit concem for nece $sary acticn and reported to
the Committee d that an Investment registar will be € opened to keep track of all investrinents
and the interest earned from fixed deposits wili be Segregated from other interests recaivad

and a reconciliation dons. it was rurther reported that Management is following up on the
Certificates of Fixed De eposits with the Bapk.

the gratuity account in *'r*a

ment has been done in ac na
10,475.93 zs supperied by the bank certlrc

stm ncial statements to refiect the
baﬁa nce of USD 3 zte

te of balance.

The LVBC mMmanagement also reported that the fixed deposit certificate has also besen
Secured and in the custody of the Senior Accountant.

The Committes noted the r repons by the Audit Commission and LVBGC Management.

The Commitiee recommends to the Assembly to u urge the EAC Councif of Ministers to
direct i VBC management to:-

{) always carry out Proper reconciiiations to confirm fixed deposit balances with
their respective interest ez arned; snd

[i) present the fixed deposit certificate fo the Audit Commission for verification in
the next Audit.

3.8 Imprest Accounting and Manegement

v.,

During the pericd undar re view, the W for managing accountability documents for
imprest was found inadeguate in that tL € decuments were filed in different files other than

being attached to Payment vouchers used to advanc e the money to staff for different
C:CJ 4._.’E=:a.
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mothsr weakness observed was that reference numbers gllocated to Iimpresis
\cccuntability documents could not be traced to the original payment vouchers. In such
ireumstances, the files or individual- supporting documents could be misplaced.
Curthermore, the audit trail is lost as these documents are not properly referenced to the
payment vouchers through which the imprest was paid.

The LVBC Management reported that it concurs with the audit recommendation to
renrganize the filing system accordingly, to enable cross-referencing of imprest advances
and corresponding accountabiiity documents. :

The Commitize observed th
requires reorganization.

)

t the LVBC filing system on imprest accounting is faulty ana

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

i} develop a proper system of filing imprest accounting that would easily enable
cgudit trail; and ' :

i) present the undertaking In their response to the Audit Commission for
verification.

3.7 Fuel Management

During the audit, records verified indicated that during the FY 2012/2013, the Commission
drew fuel worth USD 3,312.75 from M/S Desno!l Investments Limited. However, the
following internal conirol weaknesses were noted with regard to fuel management-

a) The Tender Commitiee in its Minutes No.05/15/06/2012 dated 15% June, 2012
recommended that the Commission procures the services of M/S Total Fuel station
for the provision of petrol, diesel, oils, lubricants and cooking ‘gas for the FY
5012/2013. However, the Commission single sourced M/S’ Desnol Investments
Limited to supply fuel, contrary to the recommendations of the Tender Commitiee;

b} M/s Desno! Investments Limited is situated 13kms from the Commissions offices; and

c) There is no coniract between the Commission and the said company.

The LVBC Managemant agress with the Audit Commission observation and reported that
the Comn:ission enterad into Contract with Total Flel station for the services provisions as
par the Tender Commitise recommeandation, but the effectiveness of its Service Provision
took long due to delayed process of getting Fuel Cards by Total, an element that had trigged
their selection for purposs of economy and efficiency in fuel management.

. nt also held that there have been limited instances whereby drivers who
were used to fuel from Desnol Investments kept procuring fuel from the same. The Fuel
Cards were eventually provided by Total and now fuel is fully being procured from the
selected Services Provider. Such oversight will not occur again.

The Committes observed incensistencies in fuel management &t LVBC, as Fuelis not only
drawn from the approved service provider. In addition to usage of Bon Voyage cards,
imprest is still issued to drivers {0 buy fuel, although this is justified for drivers who facilitate
aciivities in places where total petrol station does not exist.

54



The Committee recommends to the Assembly to urge the EAC Council of Ministers to
direct LVBC Manzgement to Streamiins fusi management znd present progress repori
to the Audit Commission for verification,

3.8  Avoidzble Expenditure on Evaiuation of Tenders and Prequalification

he Audit Commission reported that L3S paid a total of USD 13,705 for DSA , fuel and
conierence cost on ‘evaluation of tenders znd pre-qualifications far 2013/2014 decne in
Sisambai and Vihiga, instead of paying siitng allowances crly had the exsrcise be=n
arried out at LVBC Headquarters or within Kisumy City.

The LVBC Management reported that it concurs with the Audit Commission cbservation and
is at the forefront towards rationalized - usz of the financizal resgurces. The LVRC
Mzanagement zlzo reporied that some activitizs are very demanding in terms of time and
fequire a high leve! of secrecy and concentration. The activity in question related to annual
pre-aualification whereby the committee had o open zand svzluste numerous tender
documents for various Categories of Commission's services provision needs. |t was not

-

possible to undertzke shis EXercise in the Office glready constrained with sSpace.
The Committee noted that the expanditure was indeed avoidable as observed by the Audit
Commissicn.

The Committse recommends to the Assembly to urge the EAC Councii of Ministers o
direct the LVBC Manegemsznt to discoursge payments of DSAs where fnecessary.

3.9 Facilitation for the Scientific Corniferance

The Audit Commission reported that during the period under review, the Commission spant
& total of USD 100,350 on the Sciertitic Conference -under Parinership Fund FProjeci,
incurring an additional cost of USD 40,350 over and sbove the aciivity budgeted cost of LS
60,000 that was to be financed under this component. The source of the exira funds h
besn explained. The payments were made zs analyzed in Annex XII.
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The analysis implies that the Commission makes Lnnecessary provisions in its budget and
the excess funds are subsequently uszd to Pay for unpianned for activities, confrary to
budgetary control procedures.

The LVBC Management took nots of the zudit recommendation and reporied that the
scientific conference was funded Oy 'several projects. Ezch project was aliocatad the
emounts and activities to be funded. Tha amaount of USD 40,350 was paid by Partnership

Q

Fund to be refunded from the other projects. The anomaly in charging the zliocaton to
Parinershio Fund is noted and relevant realiocation = r
done.

U's respaonse but concurs with the audit finding
chargs from Partnership Fund refunded.

+

The Committze took noiz of the management
that evidence is redguirsd to that overz
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|The Committee recommends to the Assembly to urge the EAC Council of Ministers to
direct the LVEC Management to present evidence of refund to the Parinership Fund
budget for audit verification. '

510 Payroll Management - Donor Funded Stafi

The Audit Commission reported that during the audit it was observed that the LVBC
Management did not maintain a separate payroll for the projects’ staff but instead lumped-
up all projects’ staff emoiuments under one line item-project costs. The audit team was not
able *o verify projects’ payroll and the related cost of staff emoluments and thus could nat
ascertain whether paymenis were made to bona fide staff and within the approved rates.

The LVBC Management upheld the Auditors’ recommendation and reported that the payroii
for Projects staff is prapared like the one for established/core staff though the Projects’ staff
costs were posted to the gsneral projects cosis account.

The LVBC Management also held that effective July 2013, the posting will be done to each
segregated expenditure account. The Chart of Account has been redesigned to enhance
this. This will facilitate expenditure repcrting based on expense line items and hence,
facilitste variance analysis.

Tha Committes observed that LVBC Management was wrongly posting staff emoluments.
“he Committee was however informed that a new GFS Chart of Accounts that
comprehensively segregates all activities is currently being implemented. This will enhance
the reporting functionality cf the Sun Accounting System.

The Committee recomimends to the Assembly to uige the EAC Council of Ministers to
direct LVBC Management to present the new GFS Chart of accounts to the Audit
Commission for review and verification in the next audit.

341 Wesknasses noted in Service Coniracts

The Audit Commission reported that the review of LVBC contracts with service providers
ravealed the following unsatisfactory matiers:- '

a) Provision of security services Contract No.LVBC/SRVC/001/2011-2012 — Riley

Falcon Security Services LTD:-

) The comtract was entered on 3rd September, 2012 but was indicated under
ltem 4 of the contract agreement to commence on 1st July, 2012 and ends on
the 30th June, 2013. There was therefore no valid contract betwesn 1st July,
2012 io 2nd September, 2012 .

s The coniract reference is for the prior FY 2011/2012.

b) Provision of Office Cleaning Services Contract No.LVBC/2012-2013. — Metro

Cleaners & Renovators LTD:-

e Tiie contract was entared on 14" December, 2012 but was shown under ltem
3 of the contract agreement to commerice as 1st July, 201 2 to 30ih June, 2013.
There was therefore no valid confract from 1st July, to 13th December, 2012

s The coniract reference is not incicated other than the financial year.

w
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c) Provision of Air Ticketing Services Contract No. Srvs/Air Ticketing/2011-12—PE(

TRAVELS Lid:-

s The submitied contract is an addendum entered on 2 November, 2011 to the

previcus contract signed on gt July, 2011 which expirad op 31t Celoher,
2011.°Ths contract was exianded to 30" June, 2012. This implies that the
Commission did rot have any centract with the said company during the yaar
under review yet it confinuad doing business with it.

The LVBC Management took note of he Auditors recommendsztion and reportzd that the
position of Legal Officer 72l vacant, foliowing the resignation of the office hoidsr, which lad
10 poor drafiing of the.contracis including such tvpes of errors in dates and references.

1owever the coniracis awards were notified tc the successful bidders with correct reference,
which is zlso legally binding to the same, and therefore the risk of legal challenges is
mitigated. The aforementionad ceriracts will be reviewed in consultation with ths other
Parties to the contracts to correct the errors.

The Commities confimad weaknesses in the previous contracts between LVEC and service
providers but was assured that contracts with service providers have been reviewsd to
€nsure consistency.

The Commitice recommends to the Assembly to urge the EAC Council of Ministars to
direci LVBC Marnagerment to exercisa prudence while engaging service providers,

3.12 Risk Assessment

The Audit Commission reported that the Commission has a Risk Managemsnt Policy but no
Risk Assessments have been done in the year under review. In the absence of this practice,
Commissicn may not be able to estimate the likelihood and significance of ths risks it iz
EXposed to. ' Ve '

The LVBC Management reported that it has already embarked on development of Resuits
Based Management System (RBMS) which embeds Risk assessment compenent in iis
implementation. The RBMS was presentad to the 12YLVBC Sectorial Courcil of Ministers
for approval and the final draft is currentiy baing reviewed by Partner States for inputs before
its adoption. Furthermore, the Risk Assessment s currently being piloted zt EAC
Secretarizt and the Commission will immadiately scale it up. ltis planned to undertzke staf
training on risk assessment Up to departmentzal level.

The Committes obsarved a shoitfall on Risk Assessment at LVBC but was informed that
comments on the Inftiated Based Resuylt Management System (IBRMS) by the Partner
States are pending. However, LVVBC ie underiaking an exercise to harmonize LVBC with the
EAC Risk Management Policy framewaork.

The Committee recommends to the Assemb&ly o urge the EAC Couneil of Ministers to
direct LVBC Mzanagement to present evidence of risk assassment Mmanagemernt frols

for audit verification during the néxt audit.

T



revealed t at during the pf=riod under review, the following

S £s cash basis of accounting for its payables whereby zll invoices
d upcn being received. This contradicis proper accounting treatment for
st ted in the EAC Financial Procedures Manual that payment of all
ftcrs must be made within 30 da,rs of receipt of the invoice.
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2s that ail unsetiled invoices for the various suppliers that are yet to be
expensed at the end of the financial year are all lumped in an Accrued Expenses
Account. There are no individuzal ledgers maintained for each supplier.

fil. No aging analysis is done for the craditors therefore making it difficult to know how
& long the creditors have been ouisianding in the Commission's books.

iv. . Included in the accounts payable figure is an amount of USD 8,671 relating to
unapproved purchase invoices. These invoices relate to services already consumed
by the Commission but were lacking all the reguired approvals. Existence of
unauthorized invoices raises doubts on validity of the Commission’s creditors

The LVBC Management informed the Committee that currently, LVBC is accruing all
creditors, the lump sum accrued expenses was utilized in transition. Individual supplier
ledgers were subseguently created.

The Committee noted improper accounting for payables and poor reconciliation of invoices.

The Committee recemmends fo the Assembly fo u.rge the EAC Co“nc:! of Ministers to
direct the LVBC Management to.- :

i) zlways comply with the EAC Financial procedures marnual; and

i) present impiementation of the Audit Ccmmission recommendations for
review and verification in the next audit.

3.14 Siaff Imprest
The Audit Commissicn cbserved that included in the Creditors and Accrued expenses figure

iz an amount of USD 67,399 relating to Staff Imprest. These amounts -are reflected as
payables in the Financial Stataments since they are to be refunded to staff who presented
t"l&ii accountability documents zafter rr=cwer1es for unaccounted for imprest were effected

from their salaries, contrary Section 6.5 (0) of the financial rules and regulations.

The LVEC Management responded that when deductions were made from staff salaries,
ere were cases of over-deduction for some staff. Therefore, refund of imprest from
recovery will enly be done in cases of over-deduction. For imprest retired after the deduction
was efiected, no refund will be zffected as a deterring measure for late retirement.
Management undericok to adjust the creditors figure to reflect the correct position.
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Meanwhile, the imprvst figure of USi
The adjustment reia

djusted by USD 14,51
as t i I T clal
€7,398 will be reconciled against receivables

¢t analysis in financt
115,238.

The Committee observed that LVBC Mz a; ment erroneously recovered unaccounted for
funds contrary to section 6.5 (o) of the EAC fhas'lcia rules and regulaticns. The creditors
Igures was not adjusied fo reflect the correct position LVBGC Management informed the
Committee that credit balances were adjusted and accountabilities which were submitiad
subseqguent to the deductions are not eligible for refund. |

—h

=h

The Committee recommends to the., ssembly to urge the EAC Council of Ministers to
direct the LVEC Management to present the adjusted credit balances to the Audit
Commission for verification in the next audit.

.15 Accounts Receivables

The Audit Commissicn reported that the statement of financial paosition as at 50 June,
reflected an amount of USD 1,521,999 : e‘:ﬂ'"g io ac coum receivabies and prﬁp gy
Th= amount cor"pr sed of unpaid Pariner States’ cantributions, unaccounted for ady
to projects implementing zgencies and outstznding im prest and staff advances.

2013
1ents
n

Vances

Further review of the advances to projects implementing agencies revealed that
advanced to TACAIDS/UNFPA had not besn accounted for as at 30 June, 2013 'ﬁ is amoun
relates to the year 2011/2012. However, no effort appears to have be;— made by the
management on follow up and recovery of the long outstanding advances.

The LVBC Management reported that outs andmg amount of USD 103,228 has besit
accounted for in full and the accountabili ty availed 1o the Audit Commission for verification.

The LVBC Management further reperied that efforts have been made to recover the
cutstanding amount of USD 3,200 advaﬂ,:ed to NFF Uganda. However, the officer who took
the imprest passed on. The Ma’]HGcf—TEHT will consider ways aodress'ng the issue. including
possibility of writing off as pcr the existing Financial Rules and Regulations of EAC.

Thc Commitiee noted that the outstanding =zdvance of USD 6,050 advanced to

|

AGAIDS/UNFPA is still cutstanding 2nd LVBC Management has not initiated the recovery.

s

The Committee recommends to tha Assembliy ic urge the EAC Council of Ministars fo
direct L VBC franagement to recover the USD 6,650 advanced to TACAIDS/UNEEA and
report evidence fo the Audit Commission for verification

3.16 VAT Cizaimzhkie

The Audit Commission reported that altho ugh Article IV Point (4) of EAC Hsadquarters
Agreement with the Republic of Ke 2nya provid fo. exemption of the Commission from Value
Added Tax (VAT) and all taxes, it was noted t '_ he a.,cmmss,cr has not taken zny initiative
fo recover from Kenya P—v nue Autherity (KRA) VAT outstanding balance amounting tc
USD 87,238 as at 30 June, 2013 as analyzed he oelow:-
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‘AT Claimable i
Tvpe i Qutstanding baiance as at |, Net movemesnt Outstanding balance as |
i L o R00s0t2 | durngtheyear | 8t30/0612013 |
B USD | UsSD USD |
VAT B 65,707 | © 20,531 7,238 |
Vot | ! 68,707 | 20,531 87,232 |

According to the ledger entries, some of the amounts relate to June, 2009 and no evidence
was made available 1 fi t the Management has made efforts to recover VAT
cuistanding.

The LVBC Management reported that arrangements have already been made to claim for
the amount of VAT due. Exemption is on case by cdse basis. KRA does not give a blanket
e;:emption. This issue is being addressed at the level of EAC Secretariat and discussions
with all Partners States on VAT examption treatment are underway. The Manzagament wili
ensure that all claims are iodgad when due.

The Commitiea observed that refund of VAT claimed frem EAC Partner States where EAC
Organs and Institutions are housed has been made impossible.

The Committee recommends to the Assembly to urge the EAC Counci! of Ministers to
canvene & meeting with tax bodies of the Republic of Ugandz, Republic of Kenya and
the United Republic of Tanzania to iron out issues of claimable VAT znd other taxes.

3.17 Deferred Income from Bonors

The Audit Commission reported that a figure of USD 3,301,677 being reported as deferred
income frem donors in the consolidzated statement of financial position cannot be confirmed
2s included within the figure is a deferred asset of USD 541,041 under Parinership Fund
which has not been explained. Besides, note 14 of the financial statements related to this
ctmponent have not clearly explained how the asset or the liability arises. '

The LVBC Management took reported that funds received by PF were less than actual
expenditures of the yesar. Funds expected during the year for implementation of activities
were received after the year under review while PF had already borrowed funds of USD
297,272 for the implementation of its activities as reflected in the accounts. This is the cause
of a debit balance of USD 287,995 under deferred income. Management further reported
that the amount had been refunded in the current FY 2013/14.

The Committee was however informed that the borrowing that gave rise to negative deferred
income on PF has been refunded. There is no outsfending balance between the two
projects.  LVBC management undertook to exsrcise diligence in future to avoid such

incidances,

The Committee recomimends o the Assembly to urge the EAC Council of Ministers to
direct LVBC Managemerit (o:-

i) always adjust their financial statements; and
ii) present adjusted financizl statemzanis to the audit Commission verification in
the next Audit,



PART 1V

LAKE VICTORIA FiSH E‘ iES ORGANISATION (LVFO)
4.0 CURRENT YEAR AUDIT FINDINGS

4.1 Doubtiul Expenditure - Us$.64,547

The Audit Commission reported that expendifure amounting to Us$.61,547 was not proparly
accounted for, contrary to the financi reguiations; examination of the 2cccr‘1pammg
supporting documents revealed ssvera! incensisiencies that paint to a passibility of misuse.

Management agresd with the zudit findings and promised to further investigate ‘he

The Committee noted doubtful expenditure hut was informed that only USD8,450 was found
doubtful and recovered. )
The Commities recommended fo the Assembly to urge the EAC Councii of Ministers to

direct LVFO Management fo come fo report to the Audit Commission for verification in
the next audit

4.2 lrregutar Out of pocket Aliowancs Us$.2
The Audit Commission reported that dur
instances, LVFC officers were invited for
categoricaily stated that they would provid
form, implying that the officers were rnot sntitl
revealed that 2 total of Us$.2 930 was ir
allowance.

(3]

udit, it was noted that in a number of
rkshops and conferences and the orgﬂni:e-‘"
ir tickets and subsistence allowances in cash
led to an out of pockst allowance. Aud[tmvu:w
sgularly paid to officers in form of out of packe
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LVFO Management responded that LVFG Stafi Rules and Regulations, Rule No.9.3 (i)
provide that where staff is travelling on duty and his travelnng expenses including board and
lodging paid for by ancther organizatien the Executive Secretary may authorize 20% of the
DSA Allowance up to a maximum of 15 osys to caterforincidental expenses. This has besn
the practice over the years. The US$2,880.00 is a total of diffierent allowances in this
category paid to staif.

The Committee noted that the LVFO Maitagement misinterpreted Rule No. 9.3 of the Staff
Rules and Reguiaticns for double benefit. The misin., rpretation continues io be a pracitice,
which signifies incompetence and frau

fie Co mmmea recommends fo the Assembly fo urgs the EAC Council of Ministars to
frect L H

'FO Management to put an end to the practice and recover the amount spent
f'rreguiarfy froem the officers involved.

4.3  Wasteful Expenditure - Us$ 7,853

The Audit Commission reported that the audit review revealed 2 number oT instances wnere
gl

hat T
the organization spent funds that could have besn saved, such expenditure could have been



sided had managsment besn mors prudent in ihe utilizeticn of the organisstions

saurcss. The highlights of ths instances in question are shewn below:
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| he Jinja office; each officer was paid full perdiem for the three
rlights at a rate of Us$.300 per night, which amounted to Us$.3,000 in total. There is no
jlistification for the payment of such an allowance, given that ordinarily, the participants
ould have been provided fuil board accommodation in the hotel which would even be
naaper than paying officars the full daily perdiem of Us$.300.

ix people, including the executive secretary, io accompany twe auditors for a ficld
e six staff are paid allowances for two nights at a rate of Us$.200 per night.

Invitation for 2 workshop for whick: an air ticket is paid for by the organizers but the officer
opts to travel by road o a venus more than 800 km away. A total of Us$.300 pius cost of
fuel was expended in the process

The LVFO Matagement respnnded as that:-

Submission of the budget to EAC for approval was running late and the team needed to gsi
off sits to make the preparation without interruption. During the time, the team put in effort
#ill 1at2 in the night in order to submit the budget on time.

Mznagement has noted the wasteful expanditure and will ensure that in future such cases
v-ill not arise again.

The staff travelled to Kisumu by road and then flew to Nairobi, and returned to Jinja from
Kisumu by road. :

The Commitiee observed thet LVFO Management understands the mistake and underizkes
to avoid the practice in future.

The Committee recommends to the Assembly to urge the EAC Council of Ministers to
direct LVFO Management to ensure that ali unnecessary expenditures are avoided at
alf costs.

4.4 Unclaimed VAT - Ugshs.5,503,331

The Audit Commission reporied fhat Section (1) subsection 1(e) of the Annex 1o the
convention establishing the LVFO and assented to by cabinet Ministers of the three pariner
staies exempts the Organization frem any kind of direct or indirect taxes. In this regard, the
organization is expected to pay for only goods taken or services provided and in case axes
are paid directly or indirsctly the organization should claim for a refund from the tax body.

nization paid a total of

Audit raview revealed that in the year under review the orga
vy attempt to reclaim these

g

Uagshs.5,803,331 in taxes. However, there is no evidence that an
i) ? 3

funds from the tax body have been made.



LVFO Manzagement reperted that it acknowie ges the audit observation and has already
embarked on the procedure to claim the tzx=s in zrrears
The Commitise observed that LVFO Mznagement has not put any effort to enforce the
Headquarters Agreement.

u

The Committee rec
direct LVFO to:

erds fo &'76 Ass embf_',f to vrge the

Seck and ceonvene a Meaf;ng With

EAC Council of Ministers to

URA Commissioner in charge of izx

exemptions and institute a mechanism of &mely refund of taxes, and rzport
zregress to the Committee;
ff} Ensure enforcement of the Headguariers Agrec e
4.5 Budget Performance
a} Deilzyed apprcw:'l of the anm_a‘ hudgst
The Audit Commission reporte d that the Ly ‘FQ convention reguires the organi:::;u‘,s
budgst to be approved by the Sectoral Council Ministers befors sxecution of the activities.
The essence of such a provision is to provide a chance for the minister have an input
into the activities to be implemented in ths sutssguent period.
Thﬂ audit noted that the budget for the financial vear /_JTZ/ZGM was approvad in November
013, five (5) months after the close of period to which the budget relates. This denied the
ministers a chance to have an mput into the organizations aciivities and translates inio
c,_;prOVa} as a mere formality.
The LVFO Management reportad that it 5:\nowleug es the audit observation. The
convention stipulates that the Council of U‘ sters (CMs) will be sitting once every twe years.
The next sitting was scheduled for 3@ to 7" December 2013 in Jinja, Uganda (lstter
LV2009/CM/1/89 of 23® November 2012) but did not take place because Kenya was
preparing for her elections which were due in March 20 13; due fo logistical issues, the

earliest the event was held was November 20

The Commitiee observad that elections in

13,

he Republic of Kenya led to the delayed approval

of the Annual Budgst. The LVFO Management could have howevear overseen the schedules
cf other activities in Partner States and scheduie the meeting conveniently.

The Commitiee recommends to the Ass sembly to urge the EAC Councif of Ministers to
direct LVFO Mzanagement to afm: ¥S cofnsider Pariner States activities while planning
for annual meetings to aveid coincidence and disru pticn.

b) Revenue perfermance

The Audit Commission noted that the entity tudgeted to receive s total of Us$.3,191,891 of
which Us$.810,120 was expected from Fariner States and Us$.2,381,741 from cevelopment
pariners. However, by the ciose of the year no revenus had been razalized from the Pa<ner
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of 5%, With such a poor revenue performance the
ntity-had challenges in implementing planned aciivities and indeed 2 number of planned
wers not undertakan. '

; e
=nd visits have been made to the Permanent Secretaries of the respective countries.
Corractive actions or adjustments can only be undertaken following the CM's decision.

The Commitize observed that non remittances of the committad funds by Partner States
and donors are a challenge to LYFO. : ' '

The Commitice recommends to the Assambly to urge the EAC Council of Ministers to
ensure that commitied remittances are indzed paid on time.

c) Budget control

The Audit Commission reported that during the aidit, it was observed that comparison of
~amounts approvad in the budget for each budget line with amounts actually spent uncer
gach ’nudget line ravealed expenditure beyond budget in particutar line items as shown in
the tzble below (all figures relate to recurrent expenditure) :-

Overspent budget lines

N

il Budgst Line o 1 Budgei (Us$) i Actual (Us$) Variance (Us$) \
i"éubszé?.encé‘a“:fdﬁénces'““iﬁ%'f'zfj """" 108,776 196,576
| Motor Vehicle repair 5,350 36,771 - }30,921

The LVFO Management acknowledged the audit observation and reported that the budgst
for L\VEO for the FY 2012/2013 was restricted to zero increment as communicated by FE&A.
This compelled management to under budget in order to fit within the ceiling. The vehicles
used by LVFQO were old and this necessitated frequent repairs. Also, the process cof
mainstreaming of LVFO to EAC called for more frequent travels to EAC to atfend meetings
which were not envisaged during the planning. The LVFO Council of Ministers raised the
Country Contribution from US$270,050 to US$320,000 starting from FY 2014/2015 in their
mesting of November 2013. In the process of coming up with a realistic budget,

4

Management has prepared a supplementary budget for 20132014 to be presented be
presented fo FE&A.
The Committee observed non adherence to the budget lines, explanations notwithstanding.

The Committee recommends to the Assembly to urge the EAC Council of Ministers tc
direct LVFEC Management to always seek realiocations from competent authorifies
znd comply with the budget ceifings.



atuity Contributions , "
it Commission reported that the organization mak
t 2 rate of 25% of the basic pay. T i
basis to a gra ua‘y account thereby accur.nu!atinc the
gratuity operations however revezied = '

ratuity contributions fo its ste
re transferred on 2 mont i"

a
&t ana in e liability. A review of th
ings highlighted here below:-

-

(1] ‘1.

=X
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a} Asset not matching Liabiiity

VWhereas the ligbility due to be paid has t.a,cum.; iated to Us$.464 €00, the asset to match
this ngbu’t*y stands at Us$.109,514 z2s of 30T June 2013. The stu*aon was crezated by
excessive borm owmg irom this account during the current and previous years without
corresponding refunds; It was noted that in the year under review & | :ou:l of Us$.40,0C0 was
actuzily borrowed to pay salaries and was nof refunded.

it observation and further held that the

The LVFO Manasgement concurs with the audi
Borrewings were made to meet the gap arising from countries’ failure to honour their znnual
obligations. As at 30" June 2013, = total of US$.1,627,593 was still cuts standing.

Management however will refund the borrowed funds upon "C‘C\_,I{.}t of the contributions which
are in amears.

The Committee noted the LVFO management undertaking to refund the borrowed monies
from gratuity.

The Commitice recommends fo the Assembly to urge the EAC Council of Ministers to
direct LVFO Management to refund money borrowed from gratuity account and
always foilow up Partner Statss contribution ¢o avoid continuous borrowing.

2} Interest Earned cn Fixed Deposit Azcounts

The Audit Commission reported that during the period under review, it wes noted tha
management decided to transfer idie gratuity funds to fixed deposit accounts so as to eam
some revenue in form of interest. By Juns 2009, management had accumulated
Us$.103,650 and Ugshs.28,763,324 on these accounts. The following matters have
however been noted:- |

) Thereafter the Uganda shilling account has not earned any interast for 4 years now:
interest amounting to shs.8,544 OBU supposed to have been earmed on this account
requires explanation.

i} Theinterestearned on both accounts is b being subjected to withholding tax at source;
however, since the organization is tax exempt this amount can be recovered;
however, the organization has not made any attempt to recover such monies since
inception.

il The interest earned is disclosed in the financial statements on cash basis rather than
accruz| basis. This contradicts the accounting pclicy adopted by the organization.

)

The LVFO Management reported that the bank r

perations Acccount, and therefore mana gemer‘.t
basis. However, in future, the treatment will bs racorded on an accruals basis. Management
ur’de'L.rOr( to *10 ny the bdnkcrq cf th 3roma!y in the failure to deposit interest on to the

cur_inely credited the interest directly o *he
t it prudent to recegnize it on a cash
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The Committes recommends to the Assembly to urge the EAC Ceuncil of Ministers to
urge the LVFO management to:

i} Alwsys record and keep books of accounts properly and professionally;
i) Claim the interest earned on the Uganda Shillings account and fax deducted
from both accounis. '

4.7 Unserviceable Motor Vehicles

The Audit Commission reported that during the audit, it was noted that the annual board of
survey for the year ended 30" June 2012 declared 10 vehicles groundad and beyond repair.
Also noted was that the 2013 board of survey maintained the same status for these vehicles.
Furher audit revealed that during the year under review, invoices amounting to Ugshs. 16,
051,600 were presented for repair and servicing of grounded vehicles.

The LVFO Management reported that the disposal process was concluded &t the beginning
“of the FY 2013/14 and there was no successful bidder for the 3 vehicles which are sitill on

nt intands to start on the process of reselling these vehicies once funds
are securad.

It was further reporied that although the organization retained 5 Vehicles for routine
operations, such vehicies were aiso not in the best condition and therefcre used to break
down more often. Moments when such vehicles were in the garage, pencding activities
needed to be continued which prompted temporally use ‘of the boarded off vehicles and

hence tha repairs.

The Committee observed that LVFO Management lack proper planning and efficiency. ltis
indeed logical to suspect 15,061,000 UGX spent on repair of vehicles that were declared
uasarviceable and grounded.

The Commitiee recommends to tfie Assembly to urge the EAC Council of Ministers o
direct LVFO Management to:-

i) Immediately dispose ofi the three grounded vehicles;
i) Always exscute LVFO mandate prudently and diligently.

48 Honoraria
The Audit Commission reported that during the sudit it was noted that the organization paid

a total of Us$.17,500 in the vear under review without the express permission of Council yet
all the payments were in excess of Us$.1.000 and were made to employees, contrary to rule
5.6 (c) of staff rules and reguletions. The audit also noted instances where the justification
given appeared unsatisfactory; for instance paying accounts staff honoraria for preparation
of yearend financial statements, vet this is supposed to be part of their normal schedule of
duties. The details are shown in the table below:-
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Unjustifiad Payments for honoraria _ ) B
[Date | Reference ]' Descrigtion | Beneficiary | Amount ;

o=
Honoraria for

e
S

t
Honcrarium ¢

| LYEMP Financial statemients !
| Hororariz for }H:f—efnent{ng the | [ 4,500
 IFMP Wishop. vr 212 ’ | ;
Horcrarium  for successtul | Variotis ﬁi 8000

impiementation of the pr

preparation of | Varous [ 2,500
| staff

| staff ) )
successiul Various | 2,500
oroject. vr | siaff |

or
90§-:-;
Total

i

|

i

|

}' implementation of
!

|

-_— e

|

] ]
| L |
!

!

The LVFG Management reporied thaf the honoraris was given to staff for handling project

activities and responsibilities outside thai; nonmative responsibilities. Management howsver

concurs with the gudit observation and promised
EXpenses are made in future before.

<0 seek express permission of Council suck

Although LVFO Management informed We Committee that Payment of Honoraria is ng

longer a practice, the Committea noted Greach ¢

2 rule 5.8 of the staff rules and reguiations,

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

direct LVFO Management to put fo a1 end irregular expenditure of fistitution funds

and breach of regulstions,

4.9 Receivabieg

The Audit Commission reporied that inciudad in the receivables amount js Us$.1,627 503
due from Partner States. The figure has bean increasing over the years. Management diq

not previde evidehice of recoverability of these amou;

The LVFO Management reported that although reminders in form of letters, telephone czlis
and personal visjts have been made o the responsible personnel of the respective Pa rtner
States, the amount ouistanding has continued to grow. The Partnier States have not shown

any indication that they will not settie thair Obiigations.

In the 8" Regular Session of the

LVFO Council of Ministers mesting in November 2613 in Arushz, Tanzania, they requested
Partner States to Pay outstanding balances of country contributions. Writing off such debts

would call for the decision of L\VVFO Council of M

inisters for management to act accordingly.

The Commitiea appreciates the reminders done by the LVFO Management but proof of
recaverability is important and an obfigation on the pan of LVFO.

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

direct LVFO Mmanagement to:

) foffow Up and recover the receivables;

i) always Keep records of Such'monies owed to the institution.




19  Paymentin lisu of feave ,

hia ;Lud,u Commission reporied that =z T ?_ I of Us$.28,800 was pzaid to all staff as
ompensation for leave not taken in the previous cal-e ndar year ended 315t December, 2012.
he justification 91\'e'1 wag that all staff could not go for leave due to the heavy schedule of
xut}es. However, it is worth noting that for the major part of that year, the entity was very
undsrfunded wit L1 iess than 50% of the activities running. In addition, a review of the personal
files showed no evidence that any staff had requested for leave and had not been approved.

| o -1-.;;.

Q. —

4]

The LVFO Management responded that nnailv the organization employed an additional
staff of more than 6 running on projects and when the LTTA who were handling some of the
activities of the IFMP Project deparied, it was foreseen that the remaining staff on ground (2
sxecutives and 6 professionals) would be handling activities and responsibilities outside
their normative ones. The situation was further made worse the terms of office for 1

I
executive staff and 1 professional staff ended, leaving only 3 professional staff with 1
Executive on ground. This left the team without any option of being away on leave.
Management will howsver ensure that in future, all staff tzeke their respactive annual ieave
days and if possible in a fragmented manner.
The Commitiee noted that paymeant in lieu of leave was irregular for it never cbsenad any
procedures and did not have any ju‘i[ ticn. The payment also breached staff ruies and
regulations.

The Comimitiee recommends to the Assembly to urge the EAC Councii of Ministers to
direct LVFO management to.- ‘

) always justiy such paymenis;

i) putin place a leave roster;

i}y recover the amcunt in guestion or write off the figure from the bcoks of
gceourits. '

441 Consultancy Services

&) Cverpayment

The Audit Cemmission reported that during the year under review, it was noted that LVFO
hired a Canswi’fant Mr. OTIENO OKOTH Richard for preparation and deveiopmcnt of Terms
of referencs for the study on formation of the East Africa fisheries Commission at a contract
price of US$.20,0DO. However, LVFO pzid a total of Us$.20,200 by the chegue numbers
000016/18/28. '

The LVFO Management reported that it concurs with the zucit recommendation to recover
USE$.200 which is cver and above the coniract amount paid as transpeort refund to the
L,L.nsulta‘u Management intends to recover the same from the staff who approved the

The Commitizse cobserved thzt the overpayment was irregular and noted the LVFO
undsrtaking.

The Commities recommends to the Asssmbly to Lrge the EAC Council of Ministers o
direct LVFO managemasnt to recover &he overpaid amount and report evidence to the
Audit Commission for verificaticn.

R R SeT



4.12 Hon-compliance with Procurement faws

the Audit Commission reporied that audit review revealed that LVFO incurred sosts
amounting to US$.3,781 for purchase of air lickets, by way of direct Procuremenis, ccnirary
to Seciion 106 of the financizl rules and regulations of tha LVEQ. This practice ¥ rot
Checked will undermine the fundamental principles of transparency, efficiency, economy and
fairness in the management of public fund

i

4

4

1]

The LVFO Management reported haid that the purchase of air tickets through direct
Procurement arose as a resujt of the provider being able to issue the organization with tickets

on credit, given the financial situation on grourd. fanagemeant has since €mbarksd on
soliciting quotations from at least three providers for any service/gocds requested,

the Committee observed that the purchase of air ticket breached section 0.6 of tnhe
financial rules ang regulations of LVEC.

The Commitiee recommends tc the Assembly to urge the EAC Council of Ministars fo
direct LVFO mana gement to always comply with Rrocurement regulations.

413 Wezknesses in Procuremen
The Audit Commission reported that a review of the precurement function within the
organisation revealed that the tender commitise has never been fully reconstituted after the
departure of the two members that is the former Deputy Executive secretary and the former
head of Finance and Administration.

The LVFG Management concurs with the 2udit observation and undertook to reconstitute
the tender committee Immediately.

The Committae observed that L VEQ dees not have a procurement committee, creating a
very strong wezkness in procurement. '

The Commitice recommends to the Assembly to urge the EAC Council of Ministers to
direct LVFO Inanagement to constitute the tender committee and report evidence to

the Audit Commission for veriiicafion.

414 Convention Establishing LVFQ

The Audit Commission reponed that the Convention establishing LVFO was signed in 2001
by the EAC wiiich by then only inciudad the three (3) Republics of Kenya, Uganda and
Tanzania. Currently, the EAC is comprised of five (5) member < aies, after it was expanded
0 include the two (2) Republics of Rwanda znd Burundi.  However, the Mandates,
Objectives and activities of LVFO are still limited to the first 3 pariner states.

The risk noted is that the other two member states are denied benefits that accrue from the
organisation. Conversely, the organisatiocn may also be missing out on the positive
coniributions of the other two member siates.

VFC Management reported that the mainsireaming Rwanda and Burundi is in
2014 where the three Pzriner States
rundi into LVFQ and Kenys peing the
to amend the plan.
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to S
L FAC who is its Director General. The FAQO Director General passed over the proposed
' 2 Legal Cepartment for inputs.

and recommends to the Assembly to urge the
LVFO management to urgently follow up the

The Committee commends progress
EAC Council of Ministers fo direct
conclusion of amendments.

145 Mandate of the Organization

he Audit Commission reported that the Convention creating the LVFO stipulated that the
=nisation will be headed by a Council of Ministers, under whom are several committess

is; the policy steering committee, the executive committee, the scientific committee and

Fisheries Management committee, each with well-defined roles, collectively meant {o

ieve the objectives of tha Organisation.

>
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The Convention further provides for a permanent Secretariat headed by the Executive
Sacretary whose function is to organize sessions and meetings of all the other bodies of the
crganization and to disseminale the outcomes -of such meetings to the different
stakeholders.

A review of the LVFO activities for the year, revealed that all expenditure was in relation to
Sacrstariat staff, who apparently attempied o undertake the roles of the above bodies of
the organization. Given that the secretariat only has three professional staff who are so thin
n the ground, they cannot effectively accomplish these roles. There was no evidence that
Secretariat organized any meeting or session for any of the Commitiees of the

= 2

-

(@]

=
W w
[1}]

=3

o

a)

—+

Q

s

he LVFO Management held that the formal meetings of the LYFO Statutory Committees
for tha EY 2012/2013 were not convened mainly because of budget constraints. It was

her held that the Sacretariat maintained its coordination role through support from other
coliaborators: the Regional Working Groups and members of the Scientific Commiitee,
anagement Committee and Executive Committee who were actively involved to provide
~+nical 2nd management guidance. Scme of the activities which LVFO Secretariat
cocordinated and brought together the members of the sub-Committees and the Committees
included Acvivities coordinated under ACD FiSH Il, Activities supported under LVEMP i,
EALP HIV/AIDS Project, Activities under Smazrt-Fish Project, Support to strengthen the
LVEO — RISP 2 funding through EAC Secretariat, etc.

M

The Committee noted that the mandate of LVFO is not efficiently executed.

The Commitiee recommends {o the Assembly to urge the EAC Council of Ministers to
direct LVFO management to immediately rejuvenate its committess fo promote
ssgregation of duties and effective execution of their roles.

218 Inconsistencies in Procurement Process

The Aucdit Commissicn reported that the organisation procured printing services for two
publications that is; the LVFO convention (38 pages) and the LVEMP regicnal action plan
(23 pages) at a unit cost of Ugshs.15,000 and Ugshs.12,000 respectively. The total cost

amounted to Ugshs.15,930,000 (equivalent tc 1J$$.6,527). The procurement method used
70



Was .-'cstrf'ctive bidding where three supplisrs 1.2 Ni/s intersoff Buginess Services [id M/s
= = -

ad:rag edge Lid and M/s i a“.;

Quotations. The tender Was awarded SINEss Systemn jtd. A review of the
Proforma invoices FrEsented revealad the foltowing iregularitias:-

It was rioted that M/s The leadi INg edge L34, issyed rio-forma invoice Ng. 13284 on 5t April
2012 for printing the LVFQ convention bocks ang pro-farma No. 12293 on 18" April 2642 for
Ffeparation of 5 regicnal action plan. ‘

No.2026 on 4th April 2012 and 4gth F«.,.u 2012 ¢
and the regional action pian.

M/s Intersoft Business Services Ltd, alsc issued two pro-forma invoices N0.2025 and

e
Spectively for printing the LVFQ convention

[t is not conceivable how two independent Companies can botk Consistently issue proformas
invoices in reverse crder.

The above in 'consistencies creata doubt 35 to whszther tha proicrmz invoices £ ITom the two
csmpqnlc- &re genuine and creates Suspicion that this was z diract Frocurement from M/s
Karistrac Bus siness System Ltd.

The LVFO Management repo; ried that the reversing Pro-forma [nvoice numbers was an
oversight which was not nouced at the time, Management promised to be keen ion such
anomalies n futyre.

The Committes noted the inconsfstenc;f claimed to be an OVversight.
The Commitree recommends fo thc—:« Assembly to urge the EAC Councif of Ministers to
d:rec“ LVFO Management ¢o investigzte the Source of ffivoices and report the

yicome to the Audis Ccmmfssmn for criward reporting to the EALA Committes cn
Accoums

PART Vv

INTER-UNIVERSITY COUNCIL FOR EAST AFRICA (IUCEA

S

5.0 CURRENT YEAR ISSUES -2012/13 FINANCIAL YEAR

5.9 .—{ORTEKELLS IN FUNDING OF IUCEA

The Audit Commj Ission reported that durng the raview of the financial Statements, it wa
neted that the @mount of contributions Coiiected from Partner Statss was Us$.2 856 486
while the toig EXpected was Us$.4 018,580, i acdition the arrears from the Pariner S tates
28 2t 30" June 2012 amounted to Us$ 12.853 ¢ 915 as shown in Annex Xl

7 nnual contributions negatively affects
’erfomance of the Coungi to fulfi! it mandats. !t was alsc noted that increased non-
emitlance rajses Uncertainties regar ding the Capacity of the Councij 1o survive zs = 'going
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Trie ILICEA Management responded that'-

i} The Secretariat issues debit notes 0 Pariner states only after EALA approval of the
qugmt '

i)  According to the practice of funding to EAC, Pariner States are required to have
remitted 509% of the approved budget by end of Q2.

The Committs2 was informad thai to improve the situation, some Partner States have started

e

to channel their contributions through the Ministries of East African Community Affairs.

The Commitiee recommends fo the Assembly to urge the EAC Ceuncr! of Ministers to
direct {IUCEA Management fo:

i) Fellow up, verify and ensure that channeled.through the Ministries of AC
Arfairs;

ii} Verify and ensure from Partner States are included in the budgets of respective
Pariner Stztes annually; -

iii) Follow up with reminders on debit notes.

5.2 DOUBTFUL RECOVERABILITY OF CONTRIBUTICN ARREARS-
UsS$.12,353,814.80 '

The Audit Commission reported that pursuant to section 4.1.11 of Financial Rules and
Regulations of IUCEA, a review' of cantribution history for the last two financial years
rr—wealed that ali member states, with exception of § Rwanda, had accumulated arrears to the

une of Us$.12,853,614.80 as at 30% June 2013. Further noted was that there is no policy in
respect of rcuo\gcrsbmty as well as any enforcement prowsionq

]

{UCEA Management reported that several reminders and letters have been written fo
Pariner States, backed by EAC Councild rectives to the effect. Besides, the matter has been
presented and discussed in sever al meetings including the 24" Meeting of the EAC Council
of Ministers where directive EAC/EX/CM24 was issued, directing Partner States to timely
ramit their contributions.

The Committae was informed that later, t the EAC Council of Ministers directed Pariner States
tu pay their arrears and the Republic of Kenya complied by remitting USD3,367,280.

The Commitee observed that IUCEA lacked the policy on the usage of racoverad funds;
' H £
1

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

to.-

iy direct Partner States to enforce the Council directive on payment of arrears;

i directiUCEA marage-- nt to develop and put in place a poficy on recoverahility
of arrears and remitiances due;

jiii) direct [UCEA nanagement tc deveiop guidelines on usage of recovered
funds/arrears.
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53 GUTSTANDING BALANCES OF A BMNUAL SUBSCRIPTIONS FEES

The Audit Commission reporied that subscriptions from member Universities and Corporat
Institutions as defined in the [UCEA Act 2009 are accounted for on an accrual basis
revised mambership fees structure with sffect from 18t July 2010 shows the foliowing:-

[ Stucent Pepulation [ Annual Fee for Full | Annual Fee for Assaciate Mzmbership - !
e o | Membership(Uss)  qUss)
1-1000 | 2000 | | 1500
1001-5000 4000 | 2000 |
5001-1000G 5000 =280 !
10001 and above 6000 13000 |

During the audit review, it was noted that the total amount of fees collected from Puklic
Universities, Colleges and Frivate Universities as members of HJCEA was Us$.244,314
while the total budgeted amount was Us$ 331,000 accasioning an outstanding balance of
Us$.88,686. '

I'he audit further noted that the total outstanding arrears of annual subscription fees for the
financial year end d 2011/2012 was Us$.145 408 giving toial outstanding balance of
Us$.232,094 for financial year 2012/2G13 as analyzed in the tabls below:-

| Item | Arrears | Membership Arears cff | Expected | FIY  12/13 i Current | Tatal

i i b/t 18t | fees towards { as =21 200 ! Membershi | Membershi | years | arears i

; cJduly arrears June 2012 ! p fees for| p fess | outstandi | c/f as at !

| | 2012 ! | Fry raceived  ing es at| 30813

; g i 2011/2013 30613 | !

| A B C=A_B_ I D E TFDE oot |

: Mam barshp E 145,408 | - 145,408 . 331,000 244,314 86,686 | 232.094 |

| Fees | i | | |

The IUCEA Management reported that quarterly reminders have always been sent to
members and during IUCEA Govemancs Meetings the status of membership fee
subscription is presented with an anaiysis oi the aging’ of each outstanding amount.
Management further undertook to review the current guidelines where members who are in
arrears for 4years are expunged from being members of IUCEA and present a proposal for
review to the Executive Committee in June 2014,

The Commitiee recommends to the Assembiy to urge the EAC Council of Ministers
to.- '
i) formulate a poficy on usage of recoversd arrears from Member Universities;
li) present progress reported and impiemeniztion of &éhie directive to the Audit
Commission for verification.

5.4 RISKMANAGEMENT

The Audit Commissicn reported that
that tUCEA Management has not
risks that may affect the achievem

1 Assessment of internal controls, it was revezled
' cance and the likelihood of business
S tergeied t ectives. Such risks could include:-

i
L¥¥]



iy Empioyess relatl shiems (traini titudes, misconduct, and grigvan
Azset taction incidents (i : .

U]
~—

iy A system, untrained personnel),
i) N ere weather),

i) In ack up), and

v) 1O

The Audit Commissicil wa

s e any evidence of risk assessment processe
to mitigate risks. This was attributed io absence of a

risk r*‘aﬂag ement policy at IUCEA.

The [UCEA Manag ement acknowl
Framswork and lr*por*an:e o7 this co
Consultant to customize tne EHC Sec
howaver was not undertaken due o lac
this year 2013/2014 1o carry out the cti

edged the iﬂnor"ance of the Risk Management
c t it reported that there was a plan to engage a
re r_-lt Risk Management Framswork. The activity
k of resources. Management plans to get funds for
vity 2s a priority.

m (‘D
=

The Committae was informed that a risk management framework has been developed and
approved by the 4Bt Executive Committee Meeting.. A report on the progress of
implementation of the framework will be presented to the Executive Committee in June 2015.

The Commitiee recommends fo the Assembly to urge the EAC Council of Ministers to
diract [UCEA Management {o repori progress on the matier wuh evidence fo the Audit
Commission in the next audit for verification.

55 BANK RECONCILIATIONS
a2}~ Unsupported Bank Baiances

The Audit Commission reporied that & review of bank reconciliation statements revealed
three bank account balances which were not support =d by bank certificates to confirm them
2s shown in the tabls below:- ‘

| Account | Adjusted Balances as per F/S (Us§) '}
Natonal bank of Kenya - Naircbi 'l 14,362.00 !
Mational Bank of Commerce — Artisha | 178.00 |
Naticnal Bank of commerce — DEM | 73.00 |l
TOTAI ; 14,613.00 [

Thﬁr is a likelihcod that the certificatas were not obtained from the respective banks and
Confirmation of the balances as ap}.earmu in the bank statements is therefore impossible.

a IUCEA Management responded that it is in discussion with these banks to have the
sa.-d acceounis ¢ closed.

IUCEA Management justified the matter that the balance in National Bank

nys — Ne;robi has been suppcr‘Le by a bank statement as of 30% June 2014 and that
the account in Arusha and Dar es Salaam are dormant and management is in the process
of closing them.

e observed that lUCEA does not have a policy cn its banks accounts — causing



The Commitice recommends to ths Asse mblfy to urge the EAC Councii of Ministers tc
direct flUCEA management to:-

i) initiate a policy on bank accounts
) present evidence of the closure of dormant accounts fo the Audit Commission
for verification in the next Audit

b} MNon - clearance of Long Ouf*tar:ding Elements .

The Audit Commission reporied that the review of the bank reconciliation statements
revealed some long outstanding elemenis/ transactions which are not cleared up by the
close of the financial year. 1 _hes—- are as listed beiow:-

Transaction Details Transaction date | Transaction amount | Bank I[
= = o s N e e
Outstanding — ref 2682 | 16/8/2G12 | 893 Citi bank -3 |
TOTAL ; __ 1893 l |
It was noted that there appears to be afisence of review of bank rs congiliations to identity

cuch exceptions.

IUCEA Management concurred with aud it recommsndation and promisad to investigats and
make adjustments accordjngly.

The Committee noted the anomaly but was informed that adjustments have been made by
reversal. The long ouistanding item nas been cleared in the FY 2013/14. -

The Committee reccrrmends the Assembly fo ui ge the EAC Council of Ministers of to
direct IUCEA management to present evidence of cleared fong cufsfandma eleinient
o the Audit Commission for verification in the next Addrt

c) ¥ithheolding Tax deductions

The Audit Commission reported that from the review of the bank reccnciliations, it was
observed that there is a withholding tax charged s} the interest earned on the deposits held
by the IUCEA with the bank. These taxes are remittable to the Uganda Revenue Authority
and are to be supported with a withholding tax certf cate to show confirmation of remittances
and fuifillment of tax obligations.

it was noted that these withholding tax certificates were not availed for audit confirmation.
Besides, since the Counul as an entity of the £EAC is tax exempt, such deductions are meant
to be claimed from URA ‘

lhe IUCEA Management recort ed that th

bank {o provide tax ceriificates; 2 leti
ceriificates. In addition ]UCF,H 3
the bank.

: t be n w*vﬁen to Lhc bank to demanr' Lth':
taff (Bank Agents) have been fcllowing up through visits to

The Committee observed breach of Hezdguaners agreemenis by EAC Partner States
Housmg EAC Organs and [nstif ~.mo*\s out was informed that with difficulty, [IUCEA obtained
a credit certificate of UGX13,926,428 cut of a total UGX 47,042,594 withhold ding tax payable



L e " Fm Fieala & st T res - todtad b 2 R €
‘2ats of the balance is baing followed up, assisied by the Ministry of EAC
T

hfizirs which is handing the tax exsmption certiticate.

o the Assembly to urge the EAC Council of Ministers fo
Hirzct fax bodiss of thea EAC Pariner Stafes to comply with the Heacguarters
Agresmenis.

¢} Unsupperted Differences in Fixed Deposit Accounts

The Audit Commission repcrted that the Council mazintains fixed deposit accounts with
diferant banks for purposes of investment. These deposits are subject to earning interest
for the period that they ars held. Scme difierences were noted in the financial siatements
as detziled below:- '

{—Bank_ Ealznce at , Balance =t | Difference | Remarks [
o 010712 (Us) | 300813 (Us5) (USD) ) _ N
| Naticnal bank of {1,923 i 1,923 0 No supporting |
‘Commerce — DSM | ! documantation availed for |
s | | audit revisw.
Stanbic Uganaz 1 481,430 | 454,972 6,451 Reason for such 2 decrease
- | was not explained '
Stanbic Hats *I 430,444 i 271,839 ‘ 158,605 Ths reason for such
: decrease was not
, [ o i explained.

in addition, the summaries of the fixed deposit account held at Stanbic bank in US$ had
some variances as shown beiow:-

Account No. , | Dateinvested | Maturity date Amount invested (Us§) |
9036004317395 1 12/4/2613 _; 14/10/2013 70,439.69 ' '”*
_@30003966800 _ } 15/1/2013 157712013 - 7| 100,647.40 l
3030003968854 L12/1c2012 | 12/7/2013 100,646.94 - |
Total 271,734.03 |
Balance at 30" Juns 2013 271,839.00 B |
Variance | 10497 |

As per the above table, an amount of Us$.271,839 was reflected in the financial statement
thus giving a difference of Us$.104.97 which needs to be explzined. There was no proper
monitoring through regular reconciliation of the outstanding balances.

-y

IUCEA Management respondad as follows:-

NBC-DSM funds held having the same opening balance with the end balance is because
this account is inactive. The Executive Commitiee approved the closure of this account and
management is processing closure of the account.

he reduction on balance of the UG
S%$.454 979 at 30.6.2013 is due to
(1inrealized) entry of US$.6,451.

¥ Stanbic account from US$.461,430 at 30.06.2012 to
a system GL Revaluation which resulied in & book loss

The varance (US$.158,710) shown between US$ Stanbic Headquarters fund of

1Js$.430 444 and Us$.271,734, represents the amount retired to meet the expenses of work
in progress for the project.
76
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6 v S fUSS$.104.97 is the overstatement of interest earned from
Stanbic FDR computad manually and recognized in the books znd the actual interest earned
and credited on account by the bank on maiurnity of the FDR. Management proposss to
adjust as indicated below
Adjustment:-

Dr. 1410102 104.97

Cr. 8320709 104.97

The Committee noted that the misstatament is the source of confusion and zn adjustment
has tc be done

The Committee recommends to the Assembly to urge the EAC Courici! oi Ministers to
direct [UCEA fmanagement to process and confirm adjustment and present o the
Audit Commission in the next Audit.

2.6 ABSENCE OF COMPREHENSIVE FIXED ASSET REGISTER

he Audit Commission reported that during the zudit, a review of the fixed assets register
revealed that the register lacked signfficant assst dstails such as Date of acquisition, Type
of the assets, Description Manufactura part no, UCEA assets code Number, Cost of the
assets, original and additior., location, expecied useful lifetime, Depreciztion rate charge for
the vear, accumulated Depreciation to data and Net cook value.

—{

The IUCEA Management concurred with the gudit recommendation and further reporied that
information on fixed asset register are maintained By two units: Administration (date of
acquisition, type of the assets, description, marufaciure part no, IUCEA asssts code
Number, location), the Accounts unit records show cost of the assets, zny additions,
expected useful lifetime, deprecistion rate charge for the year, accumulated depreciation to
date and net book value. |t was also noted that in May 2013, the Secretariat acguired =
Fixed Assets module which will be imptemented during 2013/14 and all those features
mentioned shall be put in place.

The Committze discovered non-compliance with section 12.6 of ihe IUCEA staff rules and
regulations. '

The Committes recommends to the Assembly to urge the EAC Council of Ministers to
direct IUCZA management to update the register using the acquired module with al!
the required details and present to the Audit Commission for verific tioni in the next
Audiz,

5.7 - CONSTRUCTION OF THE IUCEA HEADQUARTERS
The Audit Commission reported that a review of the documentztion in respect of the above
project revezled the following observations -

Delayed construction and Co-ownershin of Land Tit

1he Committee was further informed that the construcii S signed on the 10t
June 2014 zand construction started on the 15t July 2014 and is ExXpecied {o be completad by

the end of March 2015,

The Committee noted that the delay was czused by a

negotiations before entering into the cortract. Th :
' d
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Fho Committee recommends to the Assembly to urge ifie EAC Couricil of Ministers to
iect the IWCEA Management to present progress of construction and land titie fo
ha Audit Commission for verification in the next audit.

538 INADEQUATE STAFFING

The Audit Commission reportad that during the audit for the financial year 2012/2013, it was
noted that IUCEA has a significant staff shortage which adversely affects the Counciis’
capacity to deliver according to its mandate.

-

‘h= IUCEA Management held that the cost o recruitment for the priority positions was not
budgeted for in the financial vear 2013/14 except for the Chief Principal Planning, Finance
and Administration for whom interviews are scheduled to take place on 17" February 2014.
Other positions to be subject to the availability of funds.

The commitiee observed that there is indsed inadequate staffing at the {UCEA causing non-
segragation of duties.

~ha Committee recommends to the Assembly to urge the EAC Council of Ministers o
direct the IUCEA Managemert ‘o expedite review of the sfructuring, prioritize

recruitment and prasent progress to the Audit Cormmissi
audit.

5.9 WEAKNESSES N HUMAN RESOURCE FUNCTICN
The Audit Commission reported that a review of the Councils’ Human Resource functions
revezled the following matters:-

It was noted that the Councii does not have a fully staffed Human Resource (HR)
Department. Currently, the UR functions of the Council are undertaken by an administrative
officer with no requisite experience ta handle such assignments.

The Executive Meeting at its 5" meeting held in Kampala, Uganda in September 2011
approved the IUCEA salary structure that is aligned to the framework of the East Africa
Community (EAC) effective 1% July 2012. This exercise however was not property
undertaken by the Council since it lacked the requisite HR personnel to manage the process.

The Committse noted that applications for the post of Principal HR Officer have been
received, swaiting shorilisting and interviewing.

The Commities recammends to the Assembly to urge the EAC Council of Ministers o
direct {UCEA Management to expedite the recruitment of @ Human Resource Ofiicer.

540 WEAKNESSES IN BOOK KEEPING
“‘he Audit Commission reported that a review of the general ledger supporting the financial
statement balances revealed anomalies noted below:-

The references used/quoted in the generzl ledger were not consistent since several

notations were used. Forinstance the references for expenditure were by payment
numbers, system generated numbers, bank transaction reference numbers, Journal
voucher number, reference numbers, invoice numbers, LPO numbers and in some

on for verification in the next



instances the reference numbers were not defined. Sampled transactions without reference

Daie | Debit (Us$) | Credit (Us$) | Account | Datzil of ransaciion |
12/4/2012 1'208.00 0.00 !’:?fﬁosez’“ﬁccommodaﬁon for Workshop Part
5/23/20G13 600.00 0.90 | 2210502 «‘ Accommodaticn for Workshop Pz ;
3/5/2013 | 282.26 1 0.00 | 2210509 | Training Fees ;.
/512013 | 141.13 | 0.00 | 2210508 | Trzining Feas {
12/4/2012 i 398.00 i 0.00 | 2210512 ¢ Hiring of Training Facilities :
1/3/2013 420.26 | 0.00 12210806 | Photocopying & Binding Service |
12/4/2012 600.0C | 0.00 ! 2230106 ! Road Transport (i.e Buses, Pri |
5/23/2013 600.00 | 0.00 { 2230106 | Road Transport (i.e Buses, Pri |
12/4/2012 1,600.00 0.00 1 2240105 | Honoraria E
5/23/2013 | 0.00 2,400.00 _ | 6310401 | Staff Imprast (EAC Activities) |
6/28/2013 ' 0.00 30.00 | 310401 1 Staif Imprest (EAC Activities) |
12/4/2012 0.00 5,306.00 | 6310401 | Staff Imprest (EAC Activities) |
12/31/2012 0.00 389.75 | 63201C1 | IUCEA Petty Cash Imprest (Shs) |

{ 7/31/2012 539.06 -0.00 | 7110101 | Accounts Payzble Control |
l 3/5/2013 ! 0.00 423.38 ! 7110104 | Accounts Payable Control !

There were several reversals in the general ledger, implying improper data capture and
absence of counter checks or controls before posting to the general ledger.

The Committee noted the weaknesses but was informed that the matter has been resolved
in the Accounts of 2013/2014 and thzt there are NS mare reversals as compared tn the
previous year, :

For the case of Citibank, with an online bant ing system, PV Numbers are now the only

reference used as control measure while for the other Accounts, the Cheque Numbers are
the references used as control measures. I g, -

Tiie Commitiee recommends to the Assembly to urge the EAC Council of Ministers to
direct the [UCEA Management to present with evidence the correction of the anomaly
i1 the next audit for verification.

5.11 ANCMALIES IN SALARY ADVANCES

The Audit reported that reconciliation of the Salary Advances Register and the Financial
Statements with the General Ledger revealed that for some staff, the amounts reported in
the Financial Statement as szalary advance differs from the amounts recorded in the Salary
Advance Register. Details are as presented below:-

| Staff Name STAFF | Salary : Salary ! Outstanding | Register |
’ LD ! Advance ! Retired | From Financial | Issues ;
' | (Uss) I (Us$) | Statement(Us$) : |
| Ms Irene | EST-P- | 1,443.00 | 1,888.00 | -445.00 | Zero  balance sesn, |
| Wassawaz | 053 ! ; F | cradit bal per ledger |
{ Fiddy Dungutse | E . 166 : -186.00 i Not szen inthe register, |
| ] : ; . credit bal per ledcer !

Rose Nasanga | EST-P- : 1,629.00 | 1,516.00 ; 13.00 i Zero balance ¥
| 118 | : a : [

! Benedict EST-P- 305.00 0.CO i 305.00 : Advanced on 20/8/13 !
| Mizssiwa 144 i | 4 i




| alyagat TEST.E- | 472700 0 1 4727.00 | Zero balance

i Pihelemia {145 E : , | ‘
| Reuben | EST-P- 1365800 | 3,408.00 i 250.00 ! Zzro balance ;
[ [Tumbwens ; 1560 | - 5 ‘
1 { Total | 10,219.00 |6,978.00 ! 4,88400 1

t was noted that there was no evidence of regular reconciliation of the salary advances

he Commities observed a mismatch reported in the Financial Statements and the Salary
advance register an indication of incompetence and lack of training. The [UCEA
Manzagement informed the Commitiee that the matter has been resoived in the Accounts of
T 2y I A .

2013/2014. .

The Commitice recommiends fo tfie Assembly to urge the EAC Co uncil of Ministers to
direct the [UCEA Managemant to present the corrected financial statements and the
Register to the Audlt Cemmission for verification.

5.12 EFFECTIVENESS OF THE INTERNAL AUD.T UNIT

The Audit Commissicn reported thata review of internal zudit reporis for the year ended 30%
June 2013 and the annual work plan avealed that some planned activities were not
undertaken or conciuded within the planned timelines since there are no reports to that
effect.

" The {UCEA Management informed the Committee that recruitment of two temporary internal

Auditors is underway, invastigations on Citibank direct payment system has been com pleted
and a Risk Managsment framework has also been developed and approved by the 18"
Exacutive Committse meeting. :

he Commities ohserved that there is understaifing, ambitious planning, lack of resources
to execute planned activities, weak systems and controls and delay of submissions of
financial statements to the internal Audit Unit. :

The Committee recommends to the Assembly to urge the EAC Counicil of Ministers to
direct the IUCEA Management (.-

i) procure audit tools and improve on systems and controls;

it ziweays plan realistically and in consideration of availability of resources and
time; -

i) present the status of implementaticn of the Audit Commission and Commitice
recommendations in the next audit. '

43 REVIEW OF CONTROL ENVIRONMENT

= Audit Commission reported that several weaknesses that include lack Risk
Management Policy, lzck of proper segregation of duties and lack of proper records of staff
engaged on temporary basis.

The Commitee noted the report b the Audit Commission but IUCEA informed the
. }_‘ = .

a + = Risk Management framework has been developed and approved by the

omritiee meeting, 2 VICRES Project Accountant has been recruited since
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£ established positions are provided for
tarch 2013 and new furniture has been zcquirad,

The Commiittee recommends to the Assemsiy to urge the EAC Council of Ministers fo
direct the IJCEA Managemesnt to always strengthen internal controls &nd present
progress of implementation of the directives and recommendations fo the Audit
Commission for veriiication in the nexi audis. '

5.14 VICRES ACCOUNT ADVANCES FOR RESEARCH FUNDS

The Audit Commission reported that a review of the accountability for rasearch funds
advanced revealed that thare are st some weaknesses which need to be zddrassed. These
include the following:- :

There wers delays in accountability for funds advanced; this was particulzrly noted for
researchers who had received thair last instaiments. This puts the Council at risk of having

to repay unaccounted for funds to SIDA whsn such researchers fail on their cbligation of

submission of accountability.

Some researchers still do not foliow the agreed accountability format while accounting for
funds. Some researchers only submitted activity reports without financizal accountability
format as providad in the VicRes Operaticns manual, This has made the analytical revisw
based on comparison of budgeted and actus| expenditure figures impossible as it is difficult
to establish the extent of deviations (if any). The sampled cases are shown below:-

Researcher _ : Amount accounted for US$ ]
Walter Odongo _f_‘i Jﬁ?s?:_ - o __;f
| Omari Amuka _18.351 __ s
[ John Radull (15,827 '

't was noted that the agreement between SIDA and the IUCEA statas under- ariicle 4, that
deviations in the researchers plan presented and budgets can lead to SIDA having to claim from
'WWCEA whelly or in part the amount so advanced.

The audit noted instances where funds advanced were accounted for in good time only to
be expensed in another period. Such cases included the following:-

{_R-gsearcher' | Host Institution T Accountsd for | Expens=d i Amount !
I . e Juss) |
f Deogratius ! Mbararz University of {81 of Juiy 2011 | 30 June 2013 | 10,952 i
t Qjiambo | Science and Technclogy | i l
| Francis Kariuk | Kenyatia University | 24" Nov 2011 | 30 June 2013 | 20,585 !
! Grace | Nkumba University i 10" Dec 2008 | 21% Dec 2012 i 12,923 —II
[ Kysyune |l ~' | *

The Committee observed inadequateand late accountability of research funds. The [UCEA

informed the Commitiee that so farimprest has reduced from US33,093,538 i0 US$482 690
as at 31% December 2014,

The Committee recommends fo the Assembiy to urge the EAC Council of Ministers to
direct the [UCEA Management to:-



i} always ensure imeasure ars in plaece to enforce accountability of research
funds; . '
ii} ensure the recovery of the s=id acccuntabifitiss with emphasis on qualiiy,;
i} present the recovered accountakifities fo the Audit Comimission for veriiication
in the next Audit,

5.45 ABSENCE OF FUNDS RECOVERABILITY GUIDELINES A

Tha Audit Commission reported that the Council does net have a policy in place to ensure
recovarability of funds or accounting thereaf in the case of a demise of a researcher. Funds
=1z advancad to a rasearcher on a fripartite agreement involving the researcher, the [lUCEA
and the host institution. There are NG provisions for recoverabiity of funds should the
situation warrant it. A case in peint is when a researcher from Sckoine University of
Agriculture passed away: the researcher had been advanced funds to facilitate his research
- preject but had not zccountad for funds amounting to Us$.5,455 by the time of his death.

The Commitiee observed the exisience of the weakness occasicned by lack of recoverability
guidelines. [UCEA however undated the information on policy and steps taken on the case
_of the deceased researcher and informed the Commiiiee that a Research and Innovations
Policy has been developed and approved in June 2014, guidelines on im.plementation,

. ]

recoverability, accountabilities or unused funds are also being developed.

On the issue of the death of the Research Officer, the project Investigator/Team Leader was
contracted but replied that he daes not have any information regarding the funds.

The Committee recommends to the Assembly to urge the EAC Council of Ministers to
clirect the IUCEA Management to:- '

i) Urgently develiop the policy on funds recoverzability;
i) Present the toois developed to the Audit Commission for verification.

515 LONG OUTSTANDING CURRENT LIABILITIES

The Audit Commission reporiad thatihe raview of staff creditors shows a balance of Us$.318
due to a staff which has appeared in the general ledger from the beginning of the financial
ear 2011/2012. 1t is not clear why it was not cleared during the financial year. In addition,
zrr.ong the creditors for the year, there are some which have been ouistanding for quite &
lang period and the reason sor their non-settiement was not given, as listed below:-

!l Creditors as at 30" June 2013 | Amount (Us$)
Publications Nyakaana ] i 7 1,200.00 |
Reviewers | 1,140.00 |
Karibu | 615.00 |
| Kibazohi | 117.00 |
| Totals | 3,072.00 |

1+ was further noted that the project management does not carry out ageing analysis for the
creditors.

The Commitiee noted tong outstanding lishilities and observad irrsgular procursment.



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

i) always exercise due diligence while prﬂcurfng for the Institution; and
i) present course of action to the Audit Commission for verification in the nexi
audit,

517 HUNCLEAR REGULATION ON SALARY DEDUCTIONS

The Audit Commission reporied that Regulstion 9.4 on salary deductions states that
‘deductions from salary shall be made with regard to loans/advances, any pecuniary loss
caused by the employae to the Council (if an employee has no reasonable defence), and
PAYE, as required by the Income T:;;t. Act: ail deductions should not exceed 50% of
employee's take home pay'. The observation is that the regulation is ambiguous.

' The Committes observed that Regulation 9.4 on Szaiary deductions is indeed ambiguous
and may not be interpreted to serve the purpose it was intended for but the IUCEA
Management informed the Commiitee thet amendments to correct the regulation were
tabled and approved by the executive’ Comumities in June 2014,

The Committee recormmends to the Assembly fo urge the EAC Council of Ministers to
direct the [UCEA Management to present the amended Staff Rules and Regulations to
the Audit Commission for verification in the next audit.

PART VI

THE CIVIL AVIATION SAFETY AND SECURITY OVERSIGHT AGENCY
(CASSOA)

6.0 CURRENT YEAR AUDIT FINDINGS

8.1 Non-disclosure of Assets in the Financial Statements

The Audit Commission reported that the Agency owns land and buildings in Entebbe town,
in Uganda, where its offices/headquarters are located. According to documents availed, the
iand and buildings thereson was {eased to CASSOA. However, the Agency does not hold title
to the land, but has gone ahead to erect another office block which is now operational. A
review of the balance sheet however revealed that the land and buildings were not reported
as noncurrent assets, contrary to the provisions of IPSAS 1 and 17.

CASSOA Management respended that the lease offer was given to CAA Uganda for use by
CASSOA. However, this is contrary to the Cou cH directive that the title must be in the
names of CASSOA. The Agency has brought o the attention of CAA Uganda. The
Agency is also in the process of valuing the iand ar:* buildings in anticipation cf the transfer
cf title o enable proper disclosure in the financia! statements.



e Commitize was informead that a meeting was held between CASSOA, CAA and MEACA
the presence of CTC to follow up the matter. The meeting will be reconvened’zagain in

he |ast week of January or first week of February 2015.

Committee noted that CASSOA erected buildings on the land whose title is yet to be
fi it &  Tha Committee was however informed that CASSOA had been
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The Committee recommends to the Assembly the urge the EAC Councif of Ministers
to direct CASSOA Mznagement to expedite acquisition of the Certificate of Title io
avoid embiguities.
8.2 lrregular Budgesting For Reserves ‘

Thz3 Audit Commission reported that a review of the statement of comparison of budget and
actuzl amounts for the year revealed the following anomalies:- -

The crginal budget of Us$.1,520,346 is inclusive of Us$.266,346 being transfers from
reserves, implying that the budgest team had anticipated the transfer.

The specific nature of related expenditure was not described to determine whether it falls
under Regulation 22-4 above. - '

CASSCA Manzagement reported that the original budget was approved by the Beard and
the Council in April 2012. However in July 2012 it became apparent that the CAAs could not
contribute the whole amounts passed in the budget. The Board at its 6" Extraordinary
mesting approved the budget of US$.1.520,346 and the use of reserves of US$.268,346, fo
fund the budget deficit arising. This was in line with Regulation 22(2) which allows utilizaticn
of the Reserve Fund in accordance with a decision of the Board. Mindful of the going concern
of the Agency, the Board tock note cf the adverse effect the use of reserves would have and
directed the Agency to review the strategic plan to be able to carry out only activities that
could be funded by the avzilable funds. The Strategic plan was reviewed and subsequently
in FY2013/2014 and FY2014/2015 the Agency has not budgeted for the use of reserves to
fund the budget. Since the reserve was usad to fund the budget deficit in its entirety it is not
possible {o isolate transactions for which funds were drawn.

The Committes noted the Audit Commission report and CASSOA response.
P -

The Committee recommends to the Assembly the urge the EAC Council of Ministers
to direct CASSOA Management to improvise alternative budget deficit.

6.3 idie funds on the Reserves Account No.6003614873

The Audit Commission reported that a review of the bank statements for the year revealed
that at the close of the financial year, the above account had a credit balance of
Us$.120,929.62, deposited on ond October 2012. There were no other credits or debits on
the account during the year, apart from the bank charges.
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Vznagement held that the Reserves account was opened in June 2012 and
rmant until Cctober 2012 when the balance of reserves of Us$.120,928.62 was
it | fromn the US$ current account No.6002220456. The reserve account is exempt
harges. All fees that had been charged to the account were reversed by the pank.
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The Committee recommends to the Assembly the urge the EAC Councif of Minisinre
fo direct CASSOA Management to expedite the process of identifying 2 suitable
financial institution where idia funds can be safely invested to earm interest,

4 ldle funds on Account No.600Z376715 CASSOA US$ ~ Star Gratuity
he Audit Commission reporied that during the period under review, it was noted that
ccount nad a balance of Us$.155,848.26 as at 30t June 2013. The account is cradited

|

this

with
st ratuity every month and has an inc easing credit balance. it was further noted that
this account zlso does not eam a; y interest, yet the meoney is only withdrawn to pay the staff

0 —

~E
S

g
c
gratuity at the end of the contract.

The Commitize noted that CASSCA has not greatly considered investing the idle funds on
both accounts to earn interest.

The Committee recammends fo the Assembly the urge the EAC Council of Ministers
to direct CASSOA Mznagement to expedite the process of identifying a suitable
financial institution where idle funds can be safely invested to earn inferest.

8.5 Irregular Recognition of Accumulated Leave - Us$.14,144 :

The Audit Commission reporied that the Agency recognized accumulated staff leave to the
tune of Us$.14,144, conirary to Regulation 71(1) of the EAC Staff Rules However thers
was no evidsnce to show that authority was sought for accumulating leave as provided for
under staff regulations. '

CASSOA Management responded that Reguiations 71 of the Staff Rules and Regulations
ailows staff tc accrue up to 30 days for Executive and Professional staff and 21 days for
General Staff. The amounts accrued were for amounts within this provision axcept for three
staff in the amount of US$.3.278. The Agency will adjust the expenditure to correct this
overstatement.

leave. CASSOA Management however informed the Commitize ih
recognition was done in error but {ater corrected.

The Committee observed that CASSOCA had indeed irregularly recognized accumulated
at the irregular

=1

1% Lommiitee recommends o ihe Assembly the urge the EAC Council of Ministers
o direct CASSQOA Management to expediie always exsrcise diligence in the

fenagement of financial statements and adhere fo siai7 rules and regulztions.

)
9]

L)

8.5 Service Delivery by the Agency :

The Audit Commission reporied that review of the CASSOA zctivities for the year revezled
that 1% of the tctal expenditure was in reiation to personnel emcluments (0 secretariat
siaff, who apparently undertook the at ove roies of the Agency.

However, given that the secretariat nas cnly six professional staff that is so thin on the
ground, this implies that they may not effectivaly accomplish these roles. This happened at
the expense of the coordination role and in the year under review, there was no evidence
that the secretarizt made efforts in the development of harmonizad regulations in the area
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of air navigation services as weil as daveloping applicable tachnical guidance materials and
zasisting the Partner Statss in re-ceriffication of the existing operators and personnel to the
harmonized regulations

CASS0A Mznagement reported that the Agency is financially constrained and hence is not

ahie 1o incraase its staffing levels. Furthermore, attraction and retention of technical aviation
i big challenge globally. That notwithstanding, the Agency has been using the

cal expertise from the Partner States to perform its functions. For the year

view the Agency carried cut all the planned activities as per its mandate.

3

s=rved that although CASSOA is using. CAA's technical staif and ths
gage technical on consultancy tesis, the CASSQA technical arm is not
perfactly executing its role. o

The Committea recommends to the Assembly the urge the EAC Council of Ministers
to direct CASSOA Management:- '

) initiate steps fo g=t out of tha EAC main structure and scale up saleries of
technical perscnnel to attract experis;
ii) initiate and negotiate with CAAs and agree on an appropriate and sustainable
funding mechanism.

8.7 Contro! Environment issues :
The Audit Commission reported the following matiers in respect of the agency's operations
and systemis:-

sizff Recruitment

For the financial year under review, the Agency’s organization structure provided for the
recruitment of key staff, including: Director Resource management, a Principal Internal
Auditor, Principal legal officer, Principal information - Technology officer ‘and Senior
Monitoring and evaluation officer among others. However, the Audit Commission noted that
management had failed to recruit the mentioned staff.

Segregation of Duties - »
3egregation of duties is an internal conirol measure, which ensures that critical functions in
a process are not concentrated to an individual, with a view of minimizing the risk of any
mistzkes nor deliberate action going undetected.

It was however noted that the Agency’s management arrangements at the time did not
favour the existence of a good internal control environment. There were no segregation of
duties among .staif. For instance, the Principal Human Resource and Administration officer,
apart from exercising ihe function of human rescurce management, also doubled as the
srocurement officer in the Procurement depariment and the respective departmental heads
=ct es stores personnel.

at due to financial constraint the Agency has been
= Furthermore, attraction of technical staff has alsc
llenge because of the EAC rate paid for technical staff cannot compete with

een a big cha C s f
market rates paid within the industry. The Agency is compelled to engage iechnical staff,
who are critical to the execution of the Agency's méandate, on consultancy basis to be able

26
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to afiract them and {o make the support functicn leaner untii @ more sustzainabie T
mechanism is identified

The Agency curr "lt!y has a complement of 10 stafl, three of which are general support siaff
and the E.~. scutive Dirsctor. This leaves only six steff o be able to form the various
procurement ieams. Out of the six, two azre accounts personnel who are rot gilcwed {o

O &=
by

ed
engage in procurement issues while the others are in the Procurement Commitiee/ Board
Survey and hence restricted to p~rforT| only Iirmteﬂ functlons p¢ﬁa r.-‘sg to fhe reqwrpmc
of the commitiee membership. In the aksencs of
duties becomes z challenge. The Agency has ende vornd to ensure that the procurement
process includes several pariies (originating cofficar/accounts/ procurement) before the
approval by the accounting officer. '

.l-l
S

o

The Committee noted lack of budget toc recruit additicnal staff in CASSOA to ensure
segregstion of duties.

The Commitiee recommends to the Assembly the urge the EAC Councif of Ministzrs

to direct CASSOA Management to.-

i) direct the CAAs of Partner States fo source for more funds for CASSOA;
i) dm:cr CASS0A Management to initiate rescurce mchilization activities.

8.8 information Technology (IT} issues
The Audit Commission repcried ihat the corganization does not have an [T stsering
committee.

he CASSOA Management responded that the Management and the IT Officer are carrying
out this rote. VWWhere additional experiise is heeded the Agency cc-opts members from the
CAAs or other EAC organs and institutions. in the year l_nder raview there were no major IT
projects to warrant steering committee mesti ngs - '

The Committee was informed that CASSOA has now put in p|aC’:‘ the Steering Commitiee.
The Committee cormimends this progress

The Committee recommends to the Assembly the urge the EAC Council of Ministers
fo direct CASSOA Management to present progress to the Audit Commission for
verification in the next sudit.

2) Inadequate IT Continuity Plan {7

The Audit Cr,,mr‘nsaon reported that CAS
communicated, and tested an IT continuity plan t
disaster. It was further noted thaL although regui
<ept at an offsite location for safety in case
plan in place to resicre services in case
hardware infrastructure struck.

OA has not ﬂ'mvaiop:d maintained,

nsure continucus {T services in case of
r ‘cacmps cf system daiz are taken and
ter, thers is no formally communicz.ed
ter that invclves breakdown of major
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The CASSOA \Aﬂnagemcm reporied ihat the Agency requires expertise in risk management
' an orgamzatson business continuity and disaster recovery plen and intends to
ise from the CAAs and EAC organs and institutions o develop it by Dec 2014,
y requires expertise in risk management to develop an organization business
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prgans and insututions 1o develo

The Commitiee cbserved that iT Continuity Plan is very crucial for CASSQA yet the plan is
yet o be put in place The Committ g

ez was informed that CASSOA is highly dependent on
52 Ainer States whers CASSOA is housed. Understafiing is zlso siill a challenge.

The Committee recommends o the Assembly the urge the EAC Council of Ministers
to direct CASSOA Management 0!- '

i) enhancelT Continuity Plan;
iy recommend on sirengthening of incidents and accidents units in CAAs of the
EAC Partner States and also create such unit in CASSOA.

GENERAL OBSERVATION:
The Committee observed that & number of avoidable issues which were raised in the
previous audils were again raised in the current audit. '

To this end, the Committes recommends fo the Assembly to urge the EAC Council of
Ministers to urgently address the. following recurrent. and current challenges in the
EAC Organs and Institutions.

i, Consorted efforts should be put in place to enforce refund of VAT and
Withholding Tax {(WHT) by the Partner States who host the EAC organs and
institutions and expediiion of issuance of exemption certificaies.

m

2. All disbursements to EAC Organs and Institutions should be channeled through
Ministries in charge of EAC affairs and the Ministries should ensure follow up o
remit the contributions en time. - : ! |

3. EAC Staff Rules and Regulations are inadequate in nature and need up scaling
to empower the Secretary General to reprimand indiscipline staff members.

:p\

EAC Council of Ministers’ Rules of Procedure require amendment to dissclve
Courcil into a Board of Directors to enable them follow up of EAC activities.

5 EAC Council of Ainisters should recommend that Audit Commission underiake
value for money eudit in the next audit exercise.

§. EAC Council of Ministers should urgently decide on alternative funding
mechanism to thwart the alarming trend of EAC donor dependency.

7.  EAC Council of Ministers should fast track institutional review process to
enhance fuman resource cepital and provide job security to the staff of the
Community by providing pensicnable terms of service.
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S. EAC Council of Ministers should foliow up implementation of Assembiy

[

recommendations and Summit dee:,am-u and submit quarterly reports o the
Assambly.
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ANNEXES TO THE ACCOUNTS COMMITTEE

REPORT

ANNEX I

ayments in lieu of leave
FPayment Days Dzays Amount Comment
ref claimed | paid paid(Us$)
107442 120 30 5684 | No evidence on file of leave being denied.
107585 40 30 4,135 e File not updated with cashed leave.
[ s Staff was actively utilizing or taking leave
and had no reasen to cash his days.
107341 34 30 4,645 s File not updated with cashed leave.
e No evidence of staff being denied leave-
1063978 45 30 4 645 . No evidence of leave being rejected.
‘ Baslance of leave days transferrsd to next
contract.
106977 66.94 30 4 845 s No evidence of leave denial.
o Staff paid annually in lieu of leave.
106829 90 ' 30 7.834 | No evidence of requests for leave being denied. J
1077924 | 28 | 27 1 4063 " B
ANNEX IT
Vacant positions
[ Department Position |

| Internal Audit

Chief Internal Auditor

Principal Internal Auditor

Corporate communication

Senior Public Relations Officer

FPoiitical Affairs

Senijor Political Afiairs Officer

International Relations

Senior International Relations officer

Pezce and Security

Small Arms Officer

Principal Peace and Security Officer

Directorate of Planning

] Assistant Director (Macro Economic Policies)

Fiscal and Monstary Affairs

[ Principal Economist (Monetary)

Principal Economist {Fiscal)

Senior Economist (Monetary)

Senicr Economist (Fiscal)

Investment and Private Sector

AEREs

Senior Economist (Investment)

Directorate of Infrastructure

Assistant Director (Economic Infrastructure)

Communications

| Principal Communications Engineer

Directorate of Productive Sectors

Assistant Director (Productive Sectors)

[ Director (Productive Sectors)

Agriculture and Food security

1]

[ Senior Agronomist

Energy, Natural Resource & Environment

| Senior Environment Officer

Directorate of Social Sectors

Assistant Director (Social Sectors)

Education, Science 2nd Technology

Senior Education Officer

Labour employment and Migration

Principal Labour and employment officer

Senior Immigration Officer

Directorate of Finance

| Director (Finance)

Assistant Director (Finance)

Humzan Resource Management

|
|
|
Il

[ Assistant Director — Human Resources

-






A

{ministration Depanment

Assistant Direcior Administration

‘[
i mformation and Comim

winication depariment

{ Services)

Assistant Director (Information & Comm.

Management Information

Principal records officer

ANNEX IIT
St=ff on prolonged short term confracts
[ Position Contract renewed W.E.F. Duraticn
Registry Assistant 01/10/12 6 months
Librarian 01/10/12 3 Months
Registry Assistant 01/10/12 3 Menths
Registry Assistant | 01/10/12 3 Months
| Reaistry Assistant | 01/10/12 3 Months
[Estates Management Assistant | 01/10/12 3 Months
Driver | 01/10/12 6 Months
Temp staff in Finance department 6 Months
Office attendant [ 01/08/12 6 months
[ Intemnal Auditor Assistant 1 year ]
ANNEX IV

Wasteful expenditure during staff interviews

No | Name Country | Position Status Consultant (Report) -}

il Emmanuel Mukama Tanzania | Agriculture Progm. Not Qualified for the interview \
Suppoart Specialist

2. Julius Rukara Uganda Agriculture'Progm. ' Not Qualified for the intew‘zewJ
support Specialist : '

3 Mercy Christopher ‘Tanzanla Principal Health and Not Qualified for the intervmwj
Nutrition officers

4 James Gafirta ) Rwanda Principal Health and Not Qualified for the intervie \NJ
Nutrition officers '

5 Jennifer Mbabazi ) Rwanda | Principal Health and Not Qualified for the J
Nutrition Officers interview.

g Mganywa Gilbert Tanzania ‘ Senior Health Officers Disqualified outside of the J

Magafu ‘ Ezast Africa

Prices of the Ncminated Subcon

ANNEXV

tractors on the preliminary

item (office and store)

Pﬁubcomruc;or s Name

Subceontract

ltem in BoQ

Amount Quected as
per BeQ (TShs.)

y s REMCO Intemational
Ltd

Air-candition
installation

ftem A on page 5/5 |

8,500,000.00

Electrical Installation

W M/s Odd-Mac Engineering
td

ltem A on page 1 of
76

2,4oo,ooo.oﬂ

Fﬂ'» EMEC

gineering Ltd | ICT system

installation

ltem A on page 1/30 )

31,750,000.(&
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| M/3 Marryat &

Lift installation

item A on page 1 of 5

34,165,251.33

£ () Lic
1 [ /s AVTECH SYSTEMS

Security system and | ltem Aonpage 1of 8,000,000.00
Ltd Cornference the BoQ
installation

M/s Atles Plumbers

Plumbing installation

ltem A on page 5/5

20,000,000.00

Toti=z

104,305,251.33

ANNEX VI

Variztions with no Supporiing Documents

Subcontract
price (TShs.)

Contractor's Namie Gross payment | Interim Cert.

(TShs.) No.

Variations
{TShs.)

Atlas Plumbers 813,170,975.00 | 718,095,850.20 9 51,538,000.00

REMCO
INTERNATIONAL Ltd
(Air conditicn)

663,772,850.00 | 739,763,278.75 4

. 229,193,250.00
(Penuitimate) |-

Odd-Mac Engineering 1,193,147,845,
Ltd (Electrical g9
installation)

1,496,381,328.85 | S 421,218,852.00

Marryat &Scott (K} Lid
(Lift installation)

385,065,898.39 | 360,001,412.12 4 26,184,000.00

AVTECH SYSTEMS Lid | 1,002,463,017.
(Security and 36
Conference installation)

$15,400,875.32 7

26,184,000.00
(Penultimate) ,

EMEC Enginesring Ltd | 1,501,98€,911.
(ICT system instaliation) | 25

1,394,707,689.38 | 7
(Penultimate)

418,879,290.00

[T

Total Variations for subcontractor

1,173,197,392

ANNEX VI
Vacant Positions within EACJ
Estzblished Fosiiions Crade tatus Commenis
Court Administrator P2 \acant Resigned in Nov 2011
Personal Assistant to Judge President P2 \acant
Research Officer P1 \Vacant Resignad in May 2013
Court Recorder/Transcriber P1 Vacant
Natwork Administrator P1 Vacant
Sanior Personal Secratary C5 Vacant
S=curity Assistant G4 Vacant Retired in June 2013
Library Assistant G4 Vacant | Resigned in Nov 2008
Receptionist G3 \acant
Office Aitendant G1 Vacant
Driver-Judge Presigent G2 Vacant
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ANNEX VIII
Contracts Awarded

i wi.th fno Quorum

Mo | Description Qty Supplier awardsd Amount {(Us§)

1 Hire of tents-ViP 1 Mazaeki - 38

p Hire of lents - g\.eats 4 Mazaeki 21

3 Conference Chai 300 Mzzaeki 283

B Round table 1 Mazaeki | 4

5 coening Monument & Plague | 1 Arusha Graniie 29,287

& | Fiag mast 8 Prime Tech & Ciiice 8,450

' Solutions :

7 | Temporary Receptiondesk | 2 Victorig Fumiture 2,226

8 Prasidential Dias The Blus Triple 2,670

2 Cultural Entertainment i Mizizi Ensemble- 6,457

groups-3 Uganda

1 Arusha Troope 1,000

1 School Choir 1,500

19 | Decorations 1 Little Roses 3,300

11 | Accreditation NETSEC 7,240

13 | Refreshment 300 Ngurduto 300

14 | Court room podium 1 Mbasha Holdings 18,101 |

15 | Main neon signage for 1 Nairobi Sign Writers & 10,000

{ Headquarters Engravers
Totzal 91,677
ANNEX IX
MRH Project Budget Performance
Description of Activity Annual Actual, Variance Budgest B
| Budget '30th June ' Utilizatio
2013 n
UsSD Usp usb %o
To pay salaries for EAC - MRHP staff at 218,089 32,053 186,056 15%

EAC HQ Arusha

To convene technical working groups and 109,870 347,965 238,095 215%

train staff '

Regional irzining and workshops 102,210 312,968 210,758 306%

Consultants 314,550 - 314 550 0%

Provide operating costs 27,500 1,442 26,058 | 5%

Procurement of Reference Bocks 108,000 - 106,000 0%

To provide support to TFDA 7,500 - 7,500 0%

Training of NMRA staff on Risk based Approaches 7,500 7,500 0%

[ Multi-sectorial stakehelders meeting 7,500 7,500 0%
Suppert to KMRA 3,000 - 3,000 0%
Conduct a baseline survey on knowledge 72,800 18,216 54 584 25%
znd Aftitude
Support to Burundi National Medicine 3,600 - 3,600 0%
Rsqulatory Authority
Development database and hardwzre 15,000 - 15,000 0%
Support to Rwanda National Medicine 3,000 - 3,000 0%
F.egulatory Authority

"~
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To support Zanzibar Naiional M\.d nes 3.000 - 3,000 0%
‘Regulatory Authority - - ) ' o
Recruitment and salary to NMROs 254,764 76,680 178,084 30%
Totzl 1,255,883 | 789,324 473,524 62%

ANNEX }-’
Refundabie VAT Under Several Projects
Description Bzse Amt (UsE) Transacticn Refsrence
EATFF Project VAT Receivables | 8,030.00 325
(Cpening balance) '
EATFF Project VAT Receivables | 53.82 PON/SEC/002270
EATFF Project VAT Receivzbies 95.04 2289544
EATFF Project VAT Receivables | 53.82 [NV00097432
RPIHSSP project VAT Recejvables | 481.40 Poa/Sec/000063
RPIHSSP project VAT Receivables | 100.80 Pon/Sec/001585
RPIHSSP project VAT Receivables 128.28 Pon/Sec/000838
RPIHSSP prcject VAT Recejvables 292.50 Pon/Sec/Q00042
RPIHSSP project VAT Receivables | 261.00 Poa/Sec/000026
HIV-AIDS Project VAT Receivables 10,210.85 Balance 30/6/2012
HIV-AIDS Project VAT Receivables 26.10 PON/SEC/001628/ 3677
HIV-AIDS Project VAT Receivables | 54.72 PON/SEC/001831 VAT in
Invoice no 0032-Arusha
HIV-A IF\S Project VAT Receivables §93.60 PON/SEC/001831
18,781.93
ANNEX XTI
Anaivsis of DSAs Paid During the Year
| Name of Staff I Job Titie | Amount (Us$) | No. ofdays Jl
| Canisius Kanagire i Exscutive Secretary E 108,950 272 |
Fatrice Niyongabo Deputy Exscutive Secretary- { 73,350 210 |
Finance & Adminisiration i |
Ali Said Matano Partnership Fund Project i 53,985 154 |
Coordinator { |
VYincent Hagono | Project Coordinator-MCSLV . ; 44,012 | 126 ‘
lr'Fred Mngube ! Froject Coordinator-LVEMPII ! 55,872 | 160 E
| George Sikoyo MERECP Project Coordinator 1 40,776 | 117 i
! Qureish NMoordin Former MARA Project Coordinator | 69,210 | 198 |
Dzan Owore i LAWATSAN Project Coordinator | 89,534 256 |
Richard Kezimanza | Accountant-Secretariat 67,420 | 193
Lzzare Gaceke | Human Resource Officer | 42,996 l 123 !
Samuel Kavubu i Internal Aucitor 79,300 | 141 ?
| Odeth Batstz i Frincipal Administrative Cfficer i 56,900 163 i
| Omari Mwinjaka | Water Resource Gificer i 77,088 220 ‘
Mary Mwangi ! Librarian f 45,300 | 128
Syivia Otieno | LVEMP Il Administrative Secrstary | 27,500 | 110 E
Anne Awinja Secratary | 40,016 | 160
| Richard Kezimana hccoumant-Sacretariat ’ 87,420 193

i
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t Name of Staff i Job Title ? Amoum(UsS)l No. of days

! ~
e~ T et T TR, TR DA, PRy

o I - ol
Tom Ogwal o} Accounts AssistantLVEMPI i 28,050 | - 2 |
i_eonard Majiji i Accounts Assistant-MARA ( 48,500 184 '
| Tom Odak . Accounts Assistani-Secretariat | 50,330 201
Joseph Rudasingwa | Driver | 42,750 | 171 ;
Kennedy Ogombo | Criver E 32,359 129 |
Charles Mutembesa | Driver 47,574 190
Amudi Nuru | Driver 45,813 183 I
ANNEX X¥T
Facilitation for SCientinc Conference
Transaction Date Trensaction Description Amount
" o Referencs (USS)
18/10/2012 ] CHQO00287 IMPREST SCIENTIFC CONFERENCE 15,400
18/10/2012 ] CHQO0002%5 IMPREST SCIENTIFC CONFERENCE 13,300
12/10/2012 ] CHQOQQ0288 ! DSA -SCIENTIFIC CONFERENCE i 2,000
{18/10/29142 l CHQQ00286 | DSA -SCIENTIFIC CONFERENCE 1,750
18/10/2312 }l CHQOQ0293 DSA -SCIENTIFIC CONFERENCE 1,450
18/10/2812 i CHQO000292 | DSA -SCIENTIFIC CONFERENCE 1,450
18/10/2012 , CHQO00291 t DSA -SCIENTIFIC CONFERENCE 1,250 |
18/10/2012 CHQO0C0289 DSA -SCIENTIFIC CONFERENCE 1,050 |
18/10/2012 CHQO00287 DSA -SCIENTIFIC CONFERENCE i 1,050 :
18/10/2012 \ CHQOQO00296 IMPREST SCIENTIFC CONFERENCE 900
| 18/10/2012 { CHQO00254 | DSA -SCIENTIFIC CONFERENCE 750
3oM1/2012 . i CHQ000299 | Barrowed funds from LVEMP spent on 80,000 |
! | scientific conference ,
| Tota g 100,350 |
Approved budget ; 60,000 |
Over Payment | 40,350 |
ANNEX XTTI
SHORTFALLS IN FUNDING CF [UCEA
COUNT | Arrears bif 1* | Contrib | Amears ¢/f as Expected i FrY Current Total arrears !
RY July 2012 I ytions ! at 30™ June contribution | 2012/2013 years c/f =s at 30" :
) Arrears ; 2012 far FrY l contrbution | outstanding | June 2013 i
, i [ 201212013 |, received as at 30" '
| | June 2013
S D .
o .1 TA e i A | D i = F=DE G=C+F
f |
TANZANI | 3,809, 041.00 ] : 3,600,041.00 | 20311200 | 78048583 | 4264617 | 3, €51, 687.17 |
A | |
! I |
KENYA | 4,423,202.00 | 4433, 202.00 | 80311200 | 77956037 | 2355163 | 4, 506,753.63
} . I |
| ) {
USANDA E 2 562 582.00 ‘I 2 582 582.00 | 803112.00 r -] 803112.00 | 3,365, 634.00
i | i

[8)]
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roof | /RWANDA i - .‘ - 20311200, 817178.00 | (14068.00) | ' By
N W N : % = 4 ;. : = = b - e < -

| ‘BURUND 1,033, | 1,039 .996.00 | -803112.00 | 499261.98 | 303850.02 | 1,343, 84602 |

[ 996.00 i ' : L

: 1

—— - l i E I

TOTALS [11,694, £21.00 | 11,854, 821,00 ; 4015 560.00 | 2856 466.18 | 1159 093.80 | 12, 853 914 eﬂl
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TIHE EAST AFRICAN COMMUNITY
BILL SUPPLEMENT
No. 2 23rd January, 2015.

10 the East African Community Gazere No. 1 of 23rd January. 2015,

Printzd by the Uganda Printing and Publishing Corporation. Entebbe. by Order of the East African Community.

THE EAST AFRICAN COMMUNITY

THE EAST AFRICAN COMMUNITY ELIMINATION OF NON-
TARIFF BARRIERS BILL, 2015

MEMORANDUM

The object of this Bill is to provide a legal mechanism for the
elimination of identified non- tariff barriers in the Partner States.

The Bill seeks to give effect to Article 13 of the Protocol on the
Establishment of the East African Community Customs Union in which
the Partner States agreed to remove with immediate effect, all the
existing non-tariff barriers to the importation into their respective
territories, of goods originating in the other Partner States, and
thereafter, not to impose any new non-tariff barriers. The Partner States
undertook to formulate a mechanism for identifying and monitoring the
removal of non-tariff barriers in their respective territories.

This Bill seeks to establish a mechanism for identifying and monitoring
the removal of non-tariff barriers within the Partner States.

HON. SAMUEL J. SITTA, MP,
Chairperson Council of Ministers.
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THE EAST AFRICAN COMMUNITY ELIMINATION OF NON-

Clause

W

10.
11.
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TARIFF BARRIERS BILL, 2015

ARRANGEMEXNT OF CLAUSES

PART [—PRELIMINARY PROVISIONS.

Short title and commencement.
Interpretation.

Objective of Act.

Categorisation of non-tariff bamers.

PART II—PROHIBITION OF ACTIVITIES THAT
CREATE NON TARIFF BARRIERS.

Prohibition of activities by Partner States that create non-
tariff barriers.

Prohibition of certain activities by public officers and
institutions of Partner States.

PART III—NATIONAL MONITORING COMMITTEES AND
NATIONAL FocAL POINTS.

Establishment of National Monitoring Committees.
National Focal Points.

PART IV—PROCEDURE For ELIMINATION OF
NON-TARIFF BARRIERS.

Elimination of non-tariff barriers.

Elimination of non-tariff barriers by mutual agreement.
Implementation of the East African Community Time
Bound Programme for Elimination of Identified Non-
Tariff Barriers.

Reference to the Council.
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East African Community African

Elimination of Non-Tariff Barriers Biil, 2015

Clause

13.
14.
15.
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17.
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PART V—GENERAL PROVISIONS

Temporary measures by Partner States.

Exchange of information.

Role of the Couneil in the elimination of non-tariff
barriers.

Sanctions.

Regulations.

Act to take precedence.

SCHEDULE
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THE EAST AFRICAN COMMUNITY ELIMINATION
OF NON-TARIFF BARRIERS BILL, 2015

A Bill for an Act
ENTITLED

THE EAST AFRICAN COMMUNITY ELIMINATION
OF NON-TARIFF BARRIERS ACT, 2015

An Act of the Community to provide for the elimination of
non-tariff barriers in the Community and to provide for
other related matters.

ENACTED by the East African Community and assented to
by the Heads of State.
PART [—PRELIMINARY PROVISIONS

1. (1) This Act may be cited as the East African
Community Elimination of Non-Tariff Barriers Act, 2015.

(2) This Act shall commence on such date as the
Council may, by notice published in the Gazette appoint.

2. In this Act, unless the context otherwise requires—

Short title
and
commence
ment

[nter-
pretation.

il
o=l
[
]
]
'.!'g
]
2
i3
2
i
]




East African Communiry African
Elimination of Non-Tariff Barriers Bill, 2015

“affected party” means a person who is adversely
affected by the imposition of or continued
application of a non-tariff barrier;

“Community” means the East African Community
established by Article 2 of the Treaty;

“Council” means the Council of Ministers of the
Community established by Article 9 of the
Treaty,

“East African Community Committee on Trade
Remedies” means the Committee established
by Article 24 of the Protocol for the
Establishment of the East African Community
Customs Union;

“East African Community Time-Bound Programme
for Elimination of Identified Non-Tariff
Barriers” means the time-bound programme,
approved by the Council, which is for the
elimination of identified and future non-tariff
barrers;

“Institution” means a Ministry, department or agency
of a Partner State;

“National Focal Pomnt” means the Ministry of a
Partner State designated as such under section
8;

“National Monitoring Committee” means the
committee established by a Partner State under
section 7;

“non-tariff barriers” means laws, regulations,
administrative and technical requirements
other than tariffs imposed by a Partner State,
whose effect 1s to impede trade;
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“Partner States” means the Republic of Burundi, the
Republic of Kenya, the Republic of Rwanda,
the United Republic of Tanzania and the
Republic of Uganda and any other country
granted membership to the Community under
Article 3 of the Treaty’~ -

“Secretariat” means the Secretariat of the Community
established by Article 9 of the Treaty;

“Treaty” means the Treaty for the Establishment of
the East African Community and any annexes
and protocols thereto.

3. The objective of this Act is to enhance and facilitate
trade by—

(a) removing conditions that affect and distort
trade in goods within the Community;

(b) creating an environment which is conducive to
trade in the Community and the effective
movement of goods within the Community;
and

(c) removing restrictions that make importation or
exportation within and outside the Community
difficult or costly.

4. For the purposes of this Act, non-tariff barriers shall
be categorized into—

(a) the World Trade Organisation categories set out
in the Schedule, which are applicable to the
Partner States; and
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Prohibition
of activities
by Parmer
States that
create non-
tanff
bamers.

Prohibition
of certain
activites by
public
officers and
institutions
of Partner
States.

(b)

the activities specified in section 6 and any
other activities as may be determined by the
Council.

ParT II—PRrOHIBITION OF ACTIVITIES THAT CREATE NON

—TARIFF B ARRIERS

5. (1) A Partner State shall not engage in trade practices,
customs procedures or impose any other measures that
constitute non- tariff barriers.

(2) The Partner States shall review their procedures
and practices to remove categories of tariff barriers set out in
the Schedule, that exist in the Partner States at the
commencement of this Act.

6. (1) A public officer or an institution of a Partner State
shall not engage in an activity which is not authorized by the
laws of the Community or of the Partner State which—

(a)

(b)

(c)

(d)
(e)

causes an additional cost to the business of an
affected party including surcharges and
customs bonds;

results in wastage of time or loss of business or
market including, delays in clearing imports
and lengthy testing and certification
procedures;

leads to ban on market entry and loss of
potential markets;

amounts to a CorTupt practice;

restricts business transactions in the Partner
State;
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(f)  does not recognize the East African Rules of
Origin and which leads to additional cost for
verification of the goods and loss of business;
and

(g) causes any other impediment to trade within
the Community, as may be determined by the
Council.

(2) A Partner State whose public officer or institution
engages in any of the activities in subsection (1), shall
compensate, the affected party for the loss caused by the
public officer or institution, as may be determined by the
Council.

PART III—NATIONAL MOXNITORING COMMITTEES AND
NATIONAL FOCAL POINTS

7. (1) For the purposes of eliminating non-tariff barriers
in the Community, each Partner State shall establish a National
Monitoring Comrmnittee.

(2) The functions of the National Monitoring
Committees shall be to—

(a)  outline the process of elimination of non-tariff
barriers in the Partner State;

(b)  monitor the process of elimination of the non-
tariff barriers in the Partner State;

(c) receive reports and complaints from affected
parties, on the existence of non-tariff barriers in
the Partner State;

(d) identify, on its own Initiative, a non-tariff
barrier that exists in the Partner State and notify
the concerned organ, institution or public
authority of the Partner State of the existence of
the non-tanff barrier;
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National
Focal
Points.

(e)

()

(g)

(h)

make recommendations to the relevant
institutions and public authorities of the Partner
State on the removal of a non-tanff barier;

refer the report or complaint of an affected
party To the National Monitoring Committee of
another Partner State, where the report or
complaint is with regard to a non tariff barrier
that exists in that Partner State;

advise the Partner State on the policies and
laws that contain or lead to non-tanff barriers;

prepare for the Council, periodic reports on the
elimination of non tariff barriers in the Partner
State, indicating the proposed action to
eliminate the non-tariff barriers in each Partner
State; and

(3) The National Monitoring Committee shall consist
of such representatives of the relevant Government institutions
and the private sector, as a Partner State may consider

necessary.

8. (1) Each Partner State shall designate a Ministry as
the National Focal Point for matters relating to non-tariff

barriers.

(2) The functions of the National Focal Point shall be

to—

(a)

initiate policies and strategies on the
elimination of non-tariff barriers in the Partner
State, for approval by the National Monitoring
Commnittee, in accordance with the laws of the
Partner State;
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(b)

(c)

(d)

(e)

(f)

(g)

(h)

coordinate the activities of the National
Monitoring Committee;

facilitate the implementation of the East
African Community Time Bound Programme
for Elimination of Identified Non-Tariff
Barriers and monitor its implementation;

disserninate information to the business
community within the Community on the non-
tariff barmriers identified in the Partner State and
the steps to be taken to eliminate the non-tariff
barriers;

collaborate with the National Monitoring
Committees and the National Focal Points of
the other Partner States to facilitate the
implementation of the East African
Community Time Bound Programme for
Elimination of Identified Non-Tariff Barriers;

refer the report or complaint of an affected
party to the National Focal Point of another
Partner State, where the report or complaint is
with regard to a non tanff barrier that exists in
that Partner State;

track and monitor any new non-tariff barriers in
the Community and notify the National
Monitoring Committee of the non-tariff
barriers; and

submit the periodic reports of the National
Monitoring Committee to the Council.

(3) The National Focal Point shall be the secretariat
of the National Monitoring Committee.
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PART IV—PROCEDURE IFOR LELiMINATION OF NON-TARIFF
BARRIERS

9. The non-tariff barriers within the Partner States shall
be eliminated using the following mechanisms—
(a) mutual agreement of the concerned Partner
States;

(b) implementation of the East African
Community Time Bound Programme for
Elimination of Identified Non-Tariff Barriers;
and

(c¢) regulations, directives, decisions or
recommendations of the Council.

10. (1) Where a non-tariff barrier is reported to a National
Monitoring Committee or to a National Focal Point by an
affected party of another Partner State, the concerned Partner
States shall as a first priority, hold discussions for a mutual
agreement on the elimination of the non-tariff barrier.

(2) Where the Partner States do not agree on the
elimination of a non-tariff barrier, the Partner State whose
affected party is aggrieved, shall notify the Secretary General
and request that the matter be referred to the Council.

11. (1) Without prejudice to section 10, a National
Monitoring Committee that receives a report or a complaint on
a non-tariff barrier within the Partner State, shall investigate
the report or complaint, and prepare a plan for the elimination
of the non-tariff barrier, in accordance with the East African
Community Time Bound Programme for Elimination of
Identified Non-Tariff Barriers.

10
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(2) The plan for elimination of non-tariff barriers,
shall include—

(a) the impact of the non-tariff barrier on the
business in the Partner State and the institutions
of the Partner State responsible for the non-
tariff barrier;

(b) the timeframe for the elimination of the non-
tariff barrier and the performance benchmarks
and means to be used to vernify the elimination
of the non-tariff barrier; and

(c)  the challenges that may be encountered in the
process of eliminating the non-tariff barrier and
the recommended solution to the challenge.

(3) For the purposes of this section, a Partner State
whose affected parties are affected by a non-tariff barrier in
another Partner State, may initiate the process of elimination
in accordance with the East African Community Time Bound
Programme for Elimination of Identified Non-Tariff Barriers
by submitting to the Partner State where the non-tariff barrier
exists, a notification, in writing.

(3) The notification in subsection (3) shall—
(a) have a description of the non-taniff barrier; and

(b)  request for information regarding the non-tariff
barrier.

(4) The Partner State that issues a notification shall
submit a copy of the notification to the Secretary General.
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Reference
to the
Council.

(5) The Partner State that receives the notification
referred to in subsection (3) shall, within ten days of receiving
the notification, provide a written response to the requesting
Partner State on the issues specified in the notification.

(6) Where the responding Partner State is not able to
Tespond to a notification within ten days, the Partner State
shall inform the requesting Partner State of the reasons for the
delay in responding and shall submit its response within
twenty-five days of receipt of the notification.

(7) The Partner State that issues a response to a
notification shall submit a copy of the response to the
Secretary General.

(8) Where a Partner State fails to resolve a matter
relating to a non-tariff barrier, the Secretary General shall,
within fifteen days of receipt of the response, convene a
meeting of the concerned Partner States, to resolve a matter
relating to the non-tariff barrier.

12. (1) Where the concerned Partner States fail to
eliminate a non-tariff barrier under sections 10 or 11, the
Secretary General shall refer any matter that is not resolved, to
the Council.

(2) The Council shall consider the matter referred to
it under subsection (1) and shall issue a directive, decision or
recommendation with regard to the elimination of the non-
tariff barrier in question or refer the matter to the East African
Community Committee on Trade Remedies.

(3) Where the Council refers a matter to the East
African Community Committee on Trade Remedies, the
Committee shall submit a copy of its decision to the Council.

12
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PART V—GENERAL PPROVISIONS

13. (1) This Act shall not affect the rights of a Partner
State 1o take temporary measures, that would otherwise
amount to a non-tariff barrier, where the temporary measures
are in the interest of defense and security, public safety or
public health.

(2) Prior to the introduction of a temporary measure,
the Partner State shall inform the other Partner States of the
temporary measure and where notification 1s not possible prior
to the measures being taken, the measures and the notification
shall be taken and done simultaneously.

(3) The Partner State shall inform the other Partner
States of the temporary measure, the date of imposition of the
measure and the period of existence of the measure.

14. The National Focal Points of the Partner States shall
furnish each other with information, official reports and
documents on matters relating to the non-tariff barriers in their
respective Partner States.

15. (1) The Council shall, in addition to the functions in
section 12, generally coordinate and monitor the elimination
of non-tariff barriers in the Partner States.

(2) For the purposes of subsection (1), the Council
shall—

(a) receive periodic reports on the non-tariff
barriers that exist in the Partner States;

(b) cause the Secretariat to compile and
disseminate information on the non-tariff
barriers existing in the Partner States;

13
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Sanctions.

Regulations.

Act 1o take
precedence.

(c) advise the Partner States on the elimination of
non-tariff barriers: and

(d) cause the East African Community Time
Bound Programme for Elimination of
Identified Non-Tariff Barriers to be updated, as
may be necessary.

16. The Council may recommend to the Summit to
impose, as may be appropriate, any sanction against a Partner
State that fails to comply with any directive, decision or
recommendation of the Council.

17. The Council may make Regulations generally for
giving effect to the provisions of this Act.

18. This Act shall take precedence over the laws of the

Partner States with respect to any matter to which its
provisions relate.

14
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SCHEDULE

section 4

World Trade Organization Categories of Non-Tariff Barriers
Which Are Applicable To The Partner States

1. Export subsidies, government monopoly in export and import,
state trading and preference given to domestic bidders or suppliers,
requirement for counter trade, domestic assistance programmes for
companies, discriminatory or flawed Government procurement
policies.

2. Govemnments imposing anti-dumping duties, arbitrary customs
classification, misinterpretation of Rules of Origin, import
licensing, decreed customs surcharges, additional customs and other
charges, international taxes and charges levied on imports and other
tariff measures.

3. Restrictive technical regulations 2nd standards not based on
international standards, inadequate or unreasonable testing and
certification arrangements, disparities in standards, inter
governmental acceptance of testing methods and standards,
packaging, labeling and marking.

4.  Sanitary and Phyto sanitary Measures, conformity assessment
related to SPS/TBT, special customs formalities not related to
SPS/TBT, other technical measures.

5. Quantitative restrictions, exchange centrol, export taxes,
quotas, import licensing requirements, proportion restrictions of
foreign to domestic goods (local content requirement), minimum
import price limits, embargoes, - non automatic licensing, quotas,
prohibitions, quantitative safeguard measures, export restraint
arrangements, other quantity control measures.

6. Prior import deposits and subsidies, administrative fees,
special supplementary duties, import credit discriminations,
variable levies, border taxes.
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Other o 7.  Arbitrariness, discrimination, costly procedures, lack of

(procedura ; q . ) . ;s . i

problems) mform_ation on procedures or on charges, requirement for complex
or a wide variety of charges and documentation.
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Financial 6. The Unit shall obtain funds from the budget of the
resources of -

s Community and from such: other sources as the Council may

determine.

National 7. (1) The national focal points for purposes of

focal points. e 4ycation integration in the Community shall be the
‘competent authorities in the Partner States. :

(2) A Partner State may, notwithstanding sub-section

(1), accredit an institution to conduct integration education in
that Partner State. ’ .

Regulations. 8. The Council may make regulations .generalty..for; *
giving effect to the provisions of this Act. ;

£
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THE EAST AFRICAN COMMUNITY

THE EAST AFRICAN COMMUNITY CUSTOMS
MANAGEMENT (AMENDMENT) BILL, 2015

MEMORANDUM.

The principal object of this Bill is to amend the East African Customs
Management Act, 2004 to facilitate the discharge of the functions of the
Directorate of Customs and Trade as provided for in the Act and to

facilitate smooth implementation of the Act, particularly on the
procedures that facilitate the implementation of the EAC Single Customs

Territory.

HON. SAMUEL J. SITTA, MP,
Chairperson Council of Ministers.
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THE EAST AFRICAN COMMUNITY CUSTOMS
MANAGEMENT (AMENDMENT) BILL, 2015.

A Bill for an Act
ENTITLED

THE EAST AFRICAN COMMUNITY CUSTOMS
MANAGEMENT (AMENDMENT) ACT, 2015

An Act of the Community to amend the East African
Community Customs Management Act, 2004.

ENACTED by the East African Community and assented to
by the Heads of State.

1. This Act may be cited as the East African Community
Customs Management (Amendment) Act, 2015.

2. The East African Community Customs Management Act,
2004, in this Act referred to as the “principal Act” is amended
in section 14(3), (4) and (5) by replacing the word “owner”
where ever it appears, with the word “operator”.

3. Section 34 of the principal Act is amended by replacing
subsection (5) with the following new subsection—

3
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“(5) Where entered goods are not removed from the port
of discharge after the expiry of the twenty one days
prescribed under subsection (1). the goods shall be
deemed to be in a customs warehouse™.

4.  Section 51 of the principal Act is amended in subsection
(1)(d) by substituting sub-paragraph (111) with the following
new subparagraph—

“(111) in respect of any other product as may be prescribed
by the Commissioner™.

5. Section 57 of the principal Act is amended—

(a) in subsection (1) by replacing the words “of three
months ™ with the words “as he or she may deem
appropriate”; and

(b) by repealing the proviso to subsection (2).

6. Section 87 of the principal Act 1s amended by inserting
the following new subsection—

“(2) For the purposes of subsection (1), “office of
destination” means any customs office at which a
customs transit operation is terminated”.

7.  Section 107 of the principal Act is amended by inserting
after subsection (4), the following new subsections—

“(5) Where any obligation that requires the furnishing of
a cash deposit has been fulfilled, the Commissioner shall,
within thirty days, upon completion of the obligation
refund the cash deposit.
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(6) Where the Commissioner does not refund the cash
deposit, an interest of two per centum per month shall
accrue on the deposit for the period it remains unpaid.

8. Section 218 of the principal Act is amended by
substituting for the word “Council” where ever it appears, the
word “Commissioner’.

9. Section 243 of the principal Act is amended by inserting
the word “not” after the word “shall”.

10. The principal Act is amended by inserting the following
new section after section 248—

“application 248A. (1) A person intending to import goods,

for advance
binding
rulings

may make a written application to the Commissioner
for advance binding rulings on any of the
following—

(a) tariff classification;
(b) rules of origin; or
(¢)  customs valuation.

(2) Subject to subsection (1) and upon
direction from the Commissioner, the applicant shall
furnish to the Commissioner sufficient information
that may be used to make the decision.

(3) The Commissioner shall within thirty
days of receipt of the sufficient information 1ssue an
advance ruling or give reasons for the inability to
issue an advance ruling on the application.

(4) The decision issued under subsection (3)
shall be binding on the Commissioner and the
applicant”.

Amendment
of section
218

Amendment
of section
243

Insertion of
new section
248A



MINUTES OF THE 16™ SITTING OF THE SELECT COMMITTEE ON REGIONAL
INTEGRATION HELD ON TUESDAY 9™ JUNE, 2015 IN THE COMMITTEE ROOM, 5™
FLOOR, CONTINENTAL HOUSE, PARLIAMENT BUILDINGS AT 10:00AM.

Present:
Hon. Dido Ali Rasso, MP - Ag Chairperson
Hon. Timothy Bosire, MP

Hon. Kathuri Murungi, MP

Hon. Eric Keter, MP

Hon. Ogendo Rose Nyamunga, MP

Hon. Emmanuel Wangwe, MP
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MIN.NO. CRI/062/2015 PRELIMINARIES
The Chairperson called the meeting to order at 10.30 am and said a prayer.

MIN.NO.CRI/063/2015: CONSIDERATION OF REPORTS AND BILLS FROM EALA
Briefing by the Research Officer

Ms. Sharon Rotino. Research Officer to the Committee, presented the analysis of the reports to
the Committee as follows:

1. Report of the Committee on Communications, Trade and Investments on the On-
Spot Assessment of the EAC Single Customs Territory (EAC SCT)

Article 75 of the Treaty for the establishment of the EAC obligates Partner States to establish a
customs union. This has so far been established. The customs union inter alia includes:

i The elimination of internal tariffs and other charges of equivalent effect;
ii. The elimination of non-tariff barriers;

iii. Customs co-operation; and

iv. Simplification and harmonization of trade documentation and procedures:

The main objective of the Customs Union is the formation of a Single Customs Territory that
facilitates a seamless flow of goods within the region. The EAC adopted the implementation of
the Single Customs Territory in November 2013.

A Single Customs Territory (SCT) is described as a stage towards full attainment of the Customs
Union which is achievable by the removal of restrictive regulations and/or minimization .
internal border controls on goods moving between the Partner States with ultimate realizatior
of free flow of goods to their destinations. The SCT in the EAC covers Partner States namely
Burundi, Kenya, Rwanda, Tanzania and Uganda.

Upon its full operationalization, the single customs territory will boost liberalized trade in the
region as goods will circulate freely within the region. Other objectives of the SCT include:
i.  Reduce the cost of doing business.
ii. Enhance application of cross boarder Information Communication Technology (ICT) and
quality data collection at the regional level.
iii. Enhance capacity and improve coordination of the private and public sector.
iv.  Enhance compliance to regional standards and instruments

To work effectively, a Single Customs Territory requires, among others:-



A common legal framework;

Circulation of goods with minimal or no border controls;

Harmonization of standards for goods moved through the territory;

An interconnected payment system; and

Assessment and collection of Customs duties (revenue) at the first point of entry by the
destination country.

To this end the following have been achieved

iil.

Vi,

The standard operating procedures covering most of the key customs procedures and
control mechanisms have been developed and tested and the meeting of the EAC
Commissioners of Customs took place in Dar es Salaam on 28" — 29t 2014 to consider
and adopt the standard operating procedures.

Review of Legal framework- The amendments to the EAC Customs management Act
2004 has also been introduced to the National Assembly for legislation (also forwarded
to the CRI)

In terms of customs systems interconnectivity, Tanzania's ASYCUDA++ was interfaced
with ASYCUDA World of Rwanda, Uganda and Burundi and Simba of Kenya to allow
piloting of SCT that commenced in June 2014. The process of fine tuning the systems is
still ongoing.

Capacity building and change management- various trainings have been conducted to
various cadres of staff and other stakeholders such as clearing and forwarding agents.
Enforcement and compliance procedures- groundwork on a regional framework for
interfacing national electronic cargo tracking systems and for operating a regional
customs bond has been done. Customs and excise department (CED) is working with
COMESA Secretariat and insurance companies on adopting the Regional Customs Transit
Guarantee Scheme (RCTGS).

Inter- Agency Coordination

a) Tanzania Ports Authority and Tanzania International Container Terminal Services
have established direct links with Rwanda Revenue Authority (RRA), Burundi
Revenue Authority (OBR) and Uganda Revenue Authority (URA) in clearing cargo
destined to these countries;

b) RRA and OBR have stationed their officers at the port of Dar Es Salaam;

c) TANCIS will be interfaced with Kenya Ports Authority System;

d) TRA deployed its officers in Nairobi and Kenya Ports Authority in Mombasa in
September 2014,



e) National SCT Steering Committee incorporating all key stakeholders has been
functional since July 2014. It comprises of all key Government Ministries and Agencies
involved in cargo clearance.

2. Report of the Committee on Legal, Rules and Privileges on the rules of procedure of
the committees of the Assembly and the code of conduct for the Members of the
Assembly

At its 4" meeting of the 2" Session of the 3 Assembly held in Arusha, Tanzania, the Assembly
during debate of the proposed new rules adopted the Committee on Legal, Rules and Privileges’
recommendation, which urged it to expedite the process of making rules of procedure of its
Standing Committees for the effective and efficient discharge of their mandates as per Article 49
(2)(g) of the Treaty for the establishment of the East African Community (EAC).

The Committee was also tasked with developing a code of conduct for Members of the
Assembly to foster posterity, smooth and proper functioning.

In conclusion, the EAC is on the right track in regard to the integration agenda. However, there
is still need to develop stronger institutions that can decipher and execute their mandate well in
order to be able to deliver to the citizens of the Partner States the objectives of the Community.

In view of the current global trend where trade negotiations are increasingly being carried out
under regional blocs, formation of a customs union, and consequently a single customs territory
in East Africa is not a matter of choice but a necessity. It would be difficult for partner states to
negotiate a Free Trade Area (FTA) with other regional blocs unless they have liberalized trade
among themselves.

The expected benefits of this to the EAC region are immeasurable. Firstly, on the global frontier.
trade between the regional blocks opens up the region trade to the benefits of global value
chains which in turn enable the partner states to invest more on the country’s comparative
advantage. This has the ability for spillover effects on the regions social and infrastructure
development. Overall, the SCT will greatly harmonize and ensure efficient operations among
the EAC revenue authorities. Proper controls will seal loopholes for leakages of revenues and
bring about better revenue administration.

MIN.NO.CRI/064/2015: OBSERVATIONS MADE BY MEMBERS

Members made the following observations on the Report of the Committee on
Communications, Trade and Investments on the On-Spot Assessment of the EAC Single Customs
Territory (EAC SCT):



v

1. The challenges given by the Committee indicates that the Partner States are still not
working together»Information and data sharing in all the Revenue and Port Authorities
still face transmission challenges.

2. The findings in the report clearly indicate that the report is based on the institutions in
Tanzania. The statements given in the findings and the challenges give contradicting
information.

MIN.NO.CRI/065/2015: RESOLUTIONS

The Committee resolved to be briefed by Parliamentary Budget Office on the Audit report of
the Assembly and by the Legal Counsel on the Bills passed by the Assembly before inviting the
Ministry of East African Affairs, Commerce and Tourism, Kenya Revenue Authority and Kenya
Ports Authority to brief them on the same.

MIN.NO.CRI/066/2015: ANY OTHER BUSINESS

There being no other business, the Chairperson adjourned the meeting at 12.30pm.

Chairperson
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MIN.NO. CRI/067/2015 PRELIMINARIES
The Chairperson called the meeting to order at 12.30 pm followed by a word of prayer from
Hon. David Ochieng’, MP

MIN.NO.CRI/068/2015: CONSIDERATION OF THE REPORTS AND BILLS FROM EALA

BRIEFING BY THE LEGAL COUNSEL ON THE EAC BILLS
The East African Community Customs Management (Amendment) Bill, 2015

The Bill seeks to amend the East African Community Customs Management Act, 2004
(hereinafter referred to as the principal Act). It places emphasis on the facilitation of the
implementation of the EAC Single Customs Territory.

Clause 1 provides for the short title to the Act.

Clause 2 seeks to amend section 14 of the principal Act in subsections (3), (4) and (5) by
deleting the word “owner” and substituting it therefore with the word “operator”. Although
the amendment is in order, legislative processes should be precise. In this regard, there should be
a different paragraph for each of the subsections. The clause should read as follows:

The East African Community Custons Management Act, 2004, in this Act referred to as the
“principal Act” is amended in section 14 by —

a) deleting the word “owner” appearing in subsection (3) and substituting it therefor with
the word “operator™;

b) deleting the word “owner” appearing immediately after the word “depot™ and the
article “the” in subsection (4) and substituting it therefor with the word “operator”;

¢) deleting the word “owner” appearing in subsection (5) and substituting it therefor with
the word “operator™.

Clause 3 seeks to amend section 34 of the principal Act by deleting subsection (5) whict
provides as follows:

(5) Where goods entered in accordance with subsection (1) are not removed from the
first point of entry within fourteen days from the date of entry, such goods shall be liable
to customs warehouse rent."

and substituting it therefor with a new subsection (5) which provides that:
(5) Where goods are not removed from the port of discharge after the expiry of the
twenty one days prescribed under subsection (1), the goods shall be deemed to be in a

customs warehouse.

This should be looked at vis-a-vis the provisions of section 42 (3) of the principal Act which
provides as follows:

rJ



(3) Where any goods have been deposited in a Customs warehouse then they shall be
subject to such rent and other charges as may be prescribed.

In this regard, the warehouse rent is still due to the country.
Clause 4 seeks to amend section 51 of the principal Act in subsection (1) (d) by deleting sub-

paragraph (iii) which provides as follows:

(iii) in respect of any other product as may be prescribed.

and substituting it therefor with the following new paragraph (iii):

(iii) in respect of any other product as may be prescribed by the Commissioner.

This is within the powers of the Commissioner and is confirmed by sub section (1) which

provides as follows:

(1) Where any goods are warehoused, the Commissioner may, subject to such conditions
as he or she may impose—...
Clause 5 seeks to amend section 57 of the principal Act in subsection (1) deleting the words “of
three months™ and substituting them therefor with the words “as he or she may deem

appropriate”
Subsection (1) provides as follows:

All warehoused goods which have not been removed from a warehouse in accordance
with this Act within six months from the date on which they were warehoused may, with
the written permission of the Commissioner, be re-warehoused for a further period of

three months:
This is to give the Commissioner discretion in this matter.

Secondly, the provison to subsection (2) is to be deleted. Subsection (2) provides as follows:

Where any goods required to be re-warehoused under subsection (1) are not so re-
warehoused, then they shall be sold by public auction after one month's notice of such
sale has been given by the proper officer by publication in such manner as the

Commissioner may deem fit:

Provided that any such goods which are of a perishable nature may be sold by the
proper officer without notice, either by public auction or private treaty, at any time after

the expiry of the initial warehousing period.

The effect of this is that even in disposing of perishable goods proper notice must be given. This
may result in a lot of losses as the goods may rot during the one month notice period. It is
advisable to retain the proviso and seal any loopholes that are in existence which cause its

abuse.



Clause 6 seeks to amend section 87 of the principal Act by inserting a new subsection which
provides as follows:

(2) For the purposes of subsection (1), “office of destination™ means any customs office at
which a customns transit operation is terminated.

Section 87 provides as follows:

Transit may be terminated by presenting the goods and the relevant entries at the office
of destination within the time limit specified by the Commissioner, without the goods
having undergone any change and without having been used, and with the Customs
seals, fastenings and identification marks intact.

This amendment is for the purpose of clarity of what an “office of destination™ means.

Clause 7 seeks to amend section 107 of the principal Act by inserting two new subsections as
follows:

(5) Where any obligation that requires the furnishing of a cash deposit has been fulfilled,
the Commissioner shall, within thirty days, upon completion of the obligation refund the
cash deposit.

(6) Where the Commissioner does not refund the cash deposit. an interest of two per
centum per month shall accrue on the deposit for the period it remains unpaid.

Section 107 provides that:

1. Where any security is required to be given under this Act, then that security may be given
to the satisfaction of the Commissioner either—

a. by bond, in such sum and subject to such conditions and with such sureties as the
Commissioner may reasonably require; or

b. by cash deposit; or

¢c. partly by bond and partly by cash deposit.

2. Where any security is required to be given under this Act for any particular purpose then
such security may, with the approval of the Commissioner be given to cover any other
transactions which the person giving the security may enter into within such period as the
Commissioner may approve.

3. All bonds required to be given under this Act shall be so framed that the person giving
the bond. and any surety thereto, is bound to the Commissioner for the due
performance of the conditions of that bond: and any such bond may, unless sooner
discharged by the due performance of the conditions three years from the date thereof,
but without prejudice to the right of the Commissioner to require fresh security.

4. Where any bond given under this Act is discharged, then the Commissioner shall cause
cuch bond to be cancelled and an endorsement to that effect made thereon.



The proposed amendments are advisable as they limit the discretion of the Commissioner by
prescribing the period within which he must refund the bond. It also introduces an interest to be
paid on the sum as compensation in case of delay by the Commissioner.

Clause 8 of the Bill seeks to amend section 218 of the principal Act by deleting the word
“council” and substituting it therefor with the word “Commissioner™. Section 218 provides as

follows:

Where anything has been seized under this Act then the Council may, whether or not the
thing has been condemned, direct that that thing be released and restored to the person
from whom it was seized or to the owner, upon such conditions as the Council may

deem fit.

It may not be advisable to vest such powers on a single individual and it may be better that the
provision be retained as it stands. Secondly, omnibus amendments are discouraged and there is
need for specifity in describing the location of the words to be deleted.

Clause 9 seeks to amend section 243 of the Act by inserting the word “not” after the word
“shall”. Section 243 provides as follows:

Where any goods are sold under this Act, then the provisions of any legislation of any of
the Partner States relating to auctioneers shall apply to such sale.

This amendment is ambiguous as it leaves a lacuna on what legislation is to apply. It needs to
specify what legislation will apply in such instances.

Clause 10 seeks to introduce a new section 248A to the Act which provides as follows:

1. A person intending to import goods, may make a written application to the

Commissioner for advance binding rulings on any of the following —
a) tariff classification;
b) rules of origin; or
¢) customs variation.

2. Subject to subsection (1) and upon direction from the Commissioner, the applicant shall
furnish to the Commissioner sufficient information that may be used to make the
decision.

3. The Commissioner shall within thirty days of receipt of the sufficient information issue an
advance ruling or give reasons for the inability to issue an advance ruling on the
application.

4. The decision under subsection (3) shall be binding on the Commissioner and the

applicant.

The above provision is advisable. However, more consideration should be given to subsection
(4) as the Commissioner has made a decision without the benefit of seeing the items. The
Commissioner should be given a leeway to vary the ruling in case there is a variation between
the information provided and actual goods imported.



The East African Community Elimination of Non-Tariff Barriers Bill, 2015

This Bill seeks to provide a legal mechanism for the elimination of identified non-tariff barriers
in the Partner States. It is premised on Article 13 of the Protocol on the Establishment of the East
African Community Customs Union in which the Partner States agreed to remove with
immediate effect all the existing non-tariff barriers to the importation into their respective
territories, of goods originating in the other Partner States and thereafter, not to impose any
new non-tariff barriers.

Part | deals with preliminary provisions which are the short title of the Act and commencement
date. It also deals with interpretation, objectives of the Act and categorization of non-tariff
barriers.

Part 1l prohibits activities that create non-tariff barriers both by the Partner States. It also
prohibits activities by public officers and institutions of Partner States that may discourage the
smooth operation of trade between the Partner States.

Part Ill establishes national monitoring committees in each Partner State so as to outline the
process of elimination of non-tariff barriers in Partner States.

Part IV outlines the procedure for elimination of non-tariff barriers which are:
(a) Mutual agreement of the concerned Partner States;
(b) Implementation of the East African Community Time Bound Programme for Elimination
of Identified Non-Tariff Barriers; and
(c) Regulations, directives, decisions or recommendations of the Council.

Part V deals with general provisions. Of importance to note is clause 13 which provides that the
Act shall not affect the rights of a Partner State to take temporary measures that would
otherwise amount to a non-tariff barrier, where the temporary measures are in the interest of
defense and security, public safety or public health. The Partner State should, however,
endeavor to inform the other Partner States before the introduction of this measure or at the
very least, simultaneously to the measure being undertaken. :

This is important as it allows the Partner States to safeguard themselves in case whereby they
suspect they may be in danger.

The provisions of the Bill are in order save for clause 18 which states that:

This Act shall take precedence over the laws of the Partner States with respect to any matter to
which its provisions relate.

This is ambiguous as a person cannot with certainty state which particular laws are being
referred to. The law should be specific and this clause should be amended to state which specific
laws are being referred to.



East Africa Community Integration (Education) Bill, 2014

This Bill is based on Article 7 of the Treaty establishing the East African Community which
provides for a people centred and market driven economy. However, it has been noted that
the general population of the Partner States are ignorant of the role and effect of being
members of the Community. There is thus a need to sensitise the citizens of the workings of the

Community.

This is reflected in clause 3 which outlines the objectives of the Act as to facilitate acquisition of
information, knowledge, skills, values and attitudes that are necessary for people of East Africa
to meaningfully participate in the integration process. This is to be done by establishment of an
Integration Education Unit within the Secretariat.

The Bill is in order save that the title is misleading. The Bill focuses on the sensitization of the
East Africa Community yet the title refers to education. The use of the word education needs to

be thought through.

It is also worth noting that this Committee in its report to the House which was laid on March

— 25,2014 had also dealt with this Bill and had made similar sentiments: There is need for a
follow-up on whether these comments were forwarded to the Clerk of the East African
Legislative Assembly.

RULES OF PROCEDURE OF COMMITTEES OF THE ASSEMBLY AND CODE OF CONDUCT OF
THE MEMBERS OF THE ASSEMBLY

These rules are made pursuant to Article 49 (2) (g) of the Treaty Establishing the East African
Community. Article 49 (2) (g) provides that the Assembly shall make its rules of procedure and
those of its committees. This task was bestowed upon the Committee on Legal, Rules and
Privileges. The rules are seventeen in number and they are to guide the operations of standing
committees, select committees, ad hoc committees and any other committee the House may
establish except the Committee of the whole House.

The important provisions to note are:

Rule 8 Quorum

Paragraph (2) provides that unless the issue of quorum is raised during proceedings of a
Committee, quorum shall be required at the commencement of a meeting and for purposes of

voting.

This should be discouraged as the Members deliberate on important issues and quorum should
be required at all times and not just at the commencement of meetings and during voting.

Rule 10 Decisions of Committees
Paragraph (2) provides that the chairperson presiding at a meeting of a Committee shall have

neither a deliberative nor a casting vote.



It is not clear why the Chairperson who is a Member of the Committee should have neither a
deliberative nor a casting vote and an explanation on the same is necessary.

Rule 13 Special Powers of Committees
Paragraph (1) (d) provides that in the exercise of its function as a Committee it shall have the
powers of the High Court for -

i. Enforcing the attendance of witnesses and examining them on oath, affirmation or
otherwise;
ii. Compelling the production of documents;
ii. lIssuing of a commission or request to examine witnesses abroad; and
iv.  Citing any person for contempt.

These powers are desirable. However, it should be expressly stated where they are derived from
as the rules should not bestow on the Committees more powers than those envisaged by the
“Treaty Establishing the East African Community and the Rules of Procedure of the East Afric
Legislative Assembly.

The numbering of the Rules should be looked at as there are two Rule 4's, namely Functions of
Chairperson and Absence or Inability of Chairperson. These need to be renumbered.

Code of Conduct for the Members of the Assembly

The purpose of this Code is to assist all Members in the discharge of their obligations to the
Assembly and the public at large. They are ten in total. The provisions of the Code as drafted
are in order and are not in conflict with any other legislation.

MIN.NO.CRI/069/2015: CONCERNS RAISED BY MEMBERS

Members raised the following concerns from the presentation made by the Legal Counsel:

1. Amendment of section 14 (3), (4) and (5) of the East African Community Customs
Management Act, 2014 by replacing the word “owner” wherever it appears with t.
word “operator’. The Members were concerned to know the justification of amendin;
the section and the clear interpretation of the word “operator™.

2. On the East African Community Integration (Education) Bill, 2014, it was noted that the
bill had earlier been submitted to the Committee of which it dispense of it and did a
report and recommended that the title of the bill be amended to read “the East African
Community Civic Education Bill, 2014". The Committee was concerned on whether the
assembly received its and its recommendations on the bill taken into consideration since
the title of the bill is still the same as one Committee proposed the amendment.

The Legal Counsel was asked to provide more information concerning the bills and accordingly
report to the Committee. Further, the Secretariat was asked to invite Attorney General’s office
to appear before the Committee and brief it on the eac bills.



MIN.NO.CRI/070/2015: ANY OTHER BUSINESS

There being no other business, the Chairperson adjourned the meeting at 1.50pm.

Chairperson
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MIN.NO. CRI/071/2015 PRELIMINARIES

The Chairperson called the meeting to order at 10.30 a.m followed by a word of prayer. She
then informed Members that the Parliamentary Budget Office was present to brief Members on
the Report of the Committee on Accounts on the Audited Accounts of the East African
Community for the year ended 30" June, 2013. She therefore asked Mr. Joash Kosiba from
Budget Office to brief the Committee.

MIN.NO.CRI/072/2015: CONSIDERATION OF THE REPORT OF COMMITTEE ON
ACCOUNTS ON THE AUDITED ACCOUNTS OF THE EAST AFRICAN COMMUNITY FOR THE
YEAR ENDED 30™ JUNE 2013

Mr. Joash Kosiba made a preseniaiion to ihe"Committee on the report as foliows:
INTRODUCTION

The Audit Commission is formed under section 134 of the East African Treaty. The Commuissiv.i
is made up of Auditors General of the Partner states whose function is to audit the accounts of
the community. The Commission also verifies any contribution received or revenue collected by
the Community and ensures they are allocated and distributed in accordance with the Treaty.

Consequently the Commission submitted its 2012/2013 audit report to the East African Assembly
and thereafter the report was tabled for debate on the same but was adjourned in order to
allow for the Council of Ministers and the Management of the Community to provide
clarifications and additional information not adequately captured in the report, this was in
order to allow for informed debate by the August House in its coming session in Bujumbura.
The Council of Ministers and Management are then expected to implement the final
recommendations of the House.

AUDIT ISSUES
The following were the audit issues raised by the East Africa Community Audit Commission .
the consolidated Financial Statements of EAC organs in the financial year 2012/2013:

1. Over expenditure-The most notable over expenditure was on international air tickets
and daily subsistence allowance. The committee recommended to the EAC Council of
Ministers to adhere to the provisions in the financial rules and regulations and avoid
incurring over expenditures on budget lines without the requisite approvals and further
directed the EAC management to table before the Assembly measures taken to ensure
budgetary controls.

2. Expenditure Cut offs- The EAC management made substantial advances to staff for
activities not undertaken contrary to EAC financial rules and regulations to the tune of
USD 384,834.

3. Anomalies in accountabilities for Imprest advances:

a) In cases of advances for meetings and conferences both within and outside Arusha,
majority of the accountability records do not have invitations.

2



It was further observed that:
i.

Vi.
Vii.

b) Where invitations are filed there is no formal communication from responsible
recipients indicating the names of officers who have been formally nominated by
the person to whom the meeting request has been addressed.

¢) Minutes of what was discussed and resolutions not filed

4. Documentations reveal that a total of USD 35,651 was paid to officers in lieu of leave. In

all instances; there was no evidence that special permission to accrue leave had been
obtained as required by regulations. Furthermore there was no budget provision for such
expenditure, instead this was charged to salaries and wages.

Excessive salary deductions:-Regulation 55 of the staff rules and regulations allow staff to
get salary and housing advances but with deductions not exceeding 50% of the
employees’ salaries. Review of secretariat payroll reveals a number of staff whose
deductions exceeded 50% with some reaching as high as 80%.

Performance of the Internal Audit Department: The Committee noted that Internal Audit
lacks sufficient capacity to effectively undertake its plans and relevant reviews.

The audit- Commission—observed that staffing position for the EAC revealed several
unfilled positions within the Secretariat.

Unauthorized Budget Roll Over: The Audit Commission took note of a meeting with
stakeholders to the design of Arusha - Voi road, an activity which had been budgeted in
the financial year 2011/2012 at USD 47,400. The activity was not undertaken in that
financial year and was subsequently rolled over to the subsequent financial year
2012/2013.

Inappropriate Delegates for technical meetings.
Expenditures on Daily Subsistence Allowances-some staff were paid 200 working nights

in one financial year meaning the staff were almost out of office during the whole
financial year

Procurement irregularities-Air tickets, disposal of Old Motor Vehicles.

Engineering Audit issues: - Unsatisfactory finishes in some parts of the building,
inadequate workmanship on external works.

EAST AFRICAN COURT OF JUSTICE
The following were some of the findings and recommendations on the EAC Court of Justice

Wasteful expenditure: - USD 116,000 was spent on Daily Subsistence allowances at the
rate of USD 350 per persons for a meeting in Moshi which is two hours drive from the
duty station.

Recommendation: - Amend financial rules and staff regulations with the aim of
discouraging meetings in Moshi and put an exception clause to justify the necessity.
Always exercise prudence while authorizing expenditure



2. Non Compliance with Human Resource rules and regulations criteria:- there were cases

where officers were acting for positions for more than six months as stipulated in the
regulations.

Recommendation: - The Committee recommends to the Assembly to urge the EAC
Council of Ministers to direct EAC management to expedite recruitment process aimed at
filling the staff positions.

EAC) paid USD 33,350 for training. Audit reveals that the EACJ) had no approved
training plan and regulations.

Recommendation: -Develop training regulations and initiate policy on adherence to
approved plans and budegets of the Community.

EAST AFRICAN LEGISLATIVE ASSEMBLY
The following-were-some-of the-findings and-recommendations on the East African Legislati:

Assembly:

1

Irregular payment of Perdiem to facilitate attendance of funeral ceremonies USD 9,084.
Recommendation: - Direct the EAC management to form guidelines on death related
expenditures for all EAC organs and institutions.

Flouting of procurement regulations on printing of East African Community Fund Annual
report, Promotional materials.

Recommendation: - Always adhere to the procurement regulations and always prepare
documents and present them properly to avoid suspicion of the process.

LAKE VICTORIA BASIN COMMISSION (LVBC)
The following were some of the findings and recommendations on the Lake Victoria Basin

Commission:

L.

\Weaknesses in management of Accountable Imprest:- imprest amounting to USD 115,136
remained unaccounted for as at 30™ June 2013.

Recommendation: - EAC Council of Ministers to direct LVBC management to present 1
Audit Commission for verification in the next audit.

Poor Budget performance with utilization standing at 44% of total funds earmarked for
its programs during the year. This was attributed to delay in release of funds for various
activities from Development partners. The donors were contributing 88% of the budget.
Recommendation: - EAC Council of Ministers to direct LVBC management 10 present
budget performance progress to the Audit Commission for verification in the next Audit.
Excessive payment of travel and daily subsistence allowances to the tune of USD
1,597,208 during the financial year 2012/2013. Some of the Commission staff was out of
office between 100 to 272 days. The cadres of staff in question were unreasonably out of
the office yet their job description entails working in the office e.g. Accounts Department
staff, senior staff management :

Recommendation: - Develop travel guidelines and reduce excessive payments of DSAs



LAKE VICTORIA FISHERIES ORGANISATION (LVFO)
The following were some of the findings and recommendations on the Lake Victoria Fisheries

Organization

I

Doubtful expenditure- USD 61,547. This expenditure was not properly accounted for,
contrary to the financial regulations. Examination of the accompanying documents
reveals several inconsistencies that point to possibility of misuse.

Recommendation: - LVFO management to come with a report and present to the Audit
Commission for verification in the next audit.

Irregular out of pocket allowance USD 2,980:- It was noted that LVFO were invited for
workshops and conferences and the organizers provided for air tickets and subsistence
allowances in cash form. The officers were therefore not entitled to any allowance.
Recommendation: - EAC Council of Ministers to direct to direct LVFO management to
put an end to the practice and recover the amount spent irregularly from-the officers
involved.

Wasteful expenditure: a three day workshop held in Seeta which is located only one
hour’s drive from the Jinja Office, each officer was paid full per diem for three nights at a
rate of USD 300 per night.

Recommendation: - EAC Council of Ministers to direct LVFO Management to ensure that
all unnecessary expenditures are avoided at all costs.

INTER UNIVERSITY COUNCIL FOR EAST AFRICA (IUCEA)
The following were some of the findings and recommendations on the Inter University Council

for East Africa:

L

The Audit Commission reported that during the review of the financial statements. it was
noted that the amount of contributions collected from Partner States was USD 2.856.466
while the total expected was USD 4,015,550. In addition the arrears from the Partner
states  as at June 2013 amounted to USD 12,853,915.Failure by member states to
promptly remit their annual contributions negatively affects performance of the Council
to fulfill its mandate. It was noted that the increased non-remittance raises uncertainties
regarding the capacity of the council to survive as a ‘going concern’
Recommendation: - EAC Council ministers to direct IUCEA management to follow up,
verify and ensure that channeled through the ministers of FAC affairs and ensure that
Partner states are included in the budgets of respective partner states annually.
Doubtful recoverability of contribution in arrears — USD 12,353,914.80. All Partner States
with the exception of Rwanda had arrears. Several reminders have been sent and letters
have been sent to partner states backed by EAC Council directives.
Recommendation: - Direct IUCFA management to develop and put in place a policy on
recoverability of arrears and remittances due and develop guidelines on usage of
recovered funds.
Some observations include absence of a comprehensive fixed asset register, delayed
construction and Co-ownership of the Land title for IUCEA Headquarters, inadequate
5



staffing, weakness in human resource function, weaknesses in book keeping among
others.

THE CIVIL AVIATION SAFETY AND SECURITY OVERSIGHT AGENCY
The Audit Commission reported the following on Civil Aviation Safety and Security Oversight
Agency:-

1. lrregular budgeting for reserves- The original budget of USD 1,520,346 is inclusive of
USD 266,346 being transfers from the reserves implying that the budget team had
anticipated the transfer.

2. Idle funds on the Reserves Account No. 6003614873:- The bank statement reveals that at
the close of the financial year, the above account had a credit balance of Usu
120.929.62 deposited on 2™ October 2012.There were no other credits or debits on this
account during the year apart from the bank charges.

3. Irregular recognition of accumulated leave-USD 14,144~ There is no evidence to she
that authority sought for accumulating leave as provided for under staff regulations.

MIN.NO.CRI/073/2015: OBSERVATIONS MADE BY MEMBERS
Having gone through the presentation, the following observations were made by Members:
1. Most of the EAC organs overspent money on international air tickets and daily
subsistence allowance.

5 Documentations reveal that a total of USD 35,651 was paid to officers in lieu of leave. In
all instances: there was no evidence that special permission to accrue leave had been
obtained as required by regulations. Furthermore there was no budgetary provision for
such expenditure-this was charged to salaries and wages.

3. Expenditures on Daily Subsistence Allowances-some staff were paid 200 working nights
in one financial year meaning the staff were out of office for most of the days during .
financial year

MIN.NO.CRI/074/2015: ANY OTHER BUSINESS

Hon. Cyprian Iringo informed the Committee that they represented the Committee in Egypt as
per the invitation by the Ministry of East African Affairs, Commerce and Tourism and approval
by the National Assembly. However, he expressed the frustration and the mistreatment that
they received in Sham, Egypt. They were disappointed with the embassy and the Ministry staff
for the treatment that they received. They had accommodation problems and challenges
attending the main function. There was no communication by the Ministry and the embassy,
the clerk tried to reach them but no one picked his calls.

The Members emphasized that there should be proper arrangements before any delegation
leaves for any trip whether organized by the Ministry or Parliament. They requested the
6



" SIGNED

Chairperson to invite, through the Clerk’s office, the Principal Secretary to appear before the
Committee to explain why his staff abandoned Members. She promised undertook to take up

the matter through the Clerk’s office and report back to the Committee.

MIN.NO.CRI/075/2015: ADJOURNMENT
The Chairperson adjourned the meeting at 12.20pm.

CHAIRPERSON
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‘f/ Kenya Revenue Authority

| 1. Mr. Julius Musyoki Ag. Commissioner of Customs & Border Controi

2. Ms. Mercy Njuguna
3. Ms. Rosemary Mureithi

Ag. Deputy Commissioner
Manager/Coordinator SCT

| MIN.NO. CR1/080/2015 PRELIMINARIES

! The Chairperson called the meeting to order at 12.30 pm followed by a word of prayer. She
; then welcomed the visitors from Kenya Revenue Authority and asked everyone to introduce
‘ him/herself. She further informed the Committee that the visitors from KRA came as per the
| invitation from the Committee to brief it on the report of On-spot Assessment of Single
Customs Territory by the Committee on Communication, Trade and Investment-of-EALA~—

MIN.NO.CRI/081/2015: CONSIDERATION OF THE REPORT OF ON-SPOT ASSESSMENT ON

THE EAC SINGLE CUSTOMS TERRITORY
The Ag Commissioner of Customns and Border Control, Mr. Julius Musyoki appeared before tic

| Committee and made the following presentation:
1. Single Customs Territory is the full attainment of the Customs Union achievable through

removal of duties and other trade restrictions including minimization of internal border

j controls. It is all about achieving free circulation of goods in the Custorns Territory in

J' order to reduce the cost of doing business.
tation of the Single Customs Territory started in October 2013 with

[ 2. The implemen
petroleum products on a duty paid basis and thereafter, additional items were added.

|
3. The EAC Partner States, Kenya, Uganda, Tanzania, Rwanda and Burundi are all involved

in the SCT. '
goods are cleared at the first point of entry,

4. With the Single Customs Territory, the
Customs declarations are made once at the destination country and also the taxes are
e first point of entry. Goods are

paid at the point of destination when goods are still at th
moved under a single bond from the port to destination and are monitored by electror’

‘ ' cargo tracking system. _
arance process may choose to work through representatives or

5. Persons involved in the cle
may relocate to Mombasa or Dar es Salam as first points of entry and all Customs

stations that receive good's from outside EAC region are considered as first points of entry

including international airports.
6. The goods will be cleared by lodging an entry from the destination country and also the

g agent in the importing country is able to access services from the first

customs clearin
d to enable

point of entry since Customs systems are web based and automate

accessibility and interaction from anywhere.
7. He further informed the Com:r’nitte'e that it is not possible to declare transit within the
EAC under the SCT. Transit declaration shall only apply to goods originating from
. foreign countries and destined to a foreign country outside the EAC region.
All custorns duty will be paid in the respective destination/importing countries.



MINUTES  OF THE 20™ SITTING OF THE SELECT COMMITTEE ON REGIONAL
INTEGRATION HELD ON TUESDAY 20 JULY, 2015 IN COMMITTEE ROOM 7, PARLIAMENT,

BUILDINGS AT 12:00 NOON. _ o R

Present:
Chairperson
Vice-Chairperson

Hon. Florence Kajuju, MP
Hon. Christopher Nakuleu, MP
Hon. Andrew Toboso, MP
Hon. Timothy Bosire, MP
Hon. Kubai Iringo, MP
Hon. Robert Mbui, MP
Hon. Kathuri Murungi, MP
Hon. Ogendo Rose Nyamunga, MP
Hon. David Karithi, MP

. Hon. Wanjiku Muhia, MP

. Hon. Sarah Korere, MP

12. Hon. Eric Keter, MP

13. Hon. Mary Seneta, MP

14. Hon. Ali Wario, MP

15. Hon. Mark Lomunokol, MP
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Absent With Apology
1. Hon. Annah Nyokabi, MP
Hon. David Ouma Ochieng’, MP
Hon. Dido Ali Rasso, MP
Hon. Emmanuel Wangwe, MP
Hon. Alex Mwiru, MP
Hon. Bady Twalib Bady
Hon. Peter Shehe, MP
Hon. Florence Mutua, MP
Hon. Alois Lentoimaga, MP
. Hon. Joseph Kahangara, MP: -
11. Hon. Gideon Konchella, MP
12. Hon. Anthony Kimaru, MP
13. Hon. Dan Kazungu, MP
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Absent
Hon. Charles Nyamai, MP

In Attendance
Kenya National Assembly

1. Mr. Fredrick Otieno - Third Clerk Assistant
2. Ms. Sharon Rotino e Research Officer
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Benefits of Single Customs Territory

The following are the benefits from the SCT:

:‘I‘. 1.
2.
3.

il

0 0 N o

Reduces the cost of doing business by eliminating duplication of processes

Reduces administrative costs and regulatory requirements

Facilitates the free movement of goods, labour, services and capital as envisaged under
the common market

Promotes foreign, domestic and cross border investment

Enhances trade in locally produced goods particularly agricultural goods from areas of
surplus to areas of deficit

Enhances the relationship between the private and public sectors

Creates a mechanism for prevention of smuggling at a regional level

Reduces the risks associated with non-compliance on the transit of goods

Creates an efficient mechanism of revenue management.

MIN.NO.CRI1/082/2015: CONCERNS BY MEMBERS
Having considered the presentation, the Members raised the following concerns:

1.

Members sought clarifications on the differences between the common bond and
regional transit bond. However, while responding to this, Mr. Julius informed the
Members that regional bond is accepted across partner states and can be liquidated by
any partner state.

Exact difference in income that will be collected by KRA when the Single Customs
Territory is implemented and the benefits to the economy.

. Sugar has been getting its way into the Country from Uganda through Busia — Malaba

borders, packed, branded Mumias and sold in the Country which might have led to
collapse of Mumias Sugar Company. Members wanted to know plans by the KRA to
curb the problem since it has been a failure by the Kenya Revenue Authority to safe

guard the border points.

MIN.NO.CRI/083/2015: ANY OTHER BUSINESS

I

2

Foreign trips: the Chairperson informed Members that the first study trip in the 2015/16
financial year will be undertaken in August. The preferred destinations will be in New

Zealand and China respectively.
Retreat: Members also proposed for a retreat in Mombasa, Whitesands Hotel from 30t

July, 2015. Agenda will be

MIN.NO.CRI/084/2015: ADJOURNMENT

The Chairperson adjourned the meeting at 1.55pm.

SIGNED........ d?@ttbt,d ..... DATE ..... H_ l ..... z{lC[S

CHAIRPERSON
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MINUTES OF THE 21 MEETING OF THE SELECT COMMITTEE ON REGIONAL
INTEGRATION HELD ON TUESDAY 7 JULY, 2015 AT CONTINENTAL HOUSE 5™ FLOOR,

PARLIAMENT BUILDINGS AT 12:00 NOON.
BRI ——

Hon. Florence Kajuju, MP - Chairperson
Hon. Kathuri Murungi, MP

Hon. Sarah Korere, MP

Hon. Eric Keter, MP

Hon. Mary Seneta, MP

Hon. Mark Lomunokol, MP

Hon. David Ouma Ochieng', MP

Hon. Dan Kazungu, MP

Hon. Alois Lentoimaga, MP

IO Hon. Peter Shehe, MP
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Absent With Apology
Vice-Chairperson

1. Hon. Christopher Nakuleu, MP -
2. Hon. Andrew Toboso, MP
3. Hon. Timothy Bosire, MP
4. Hon. Kubai Iringo, MP
5. Hon. Robert Mbui, MP
6. Hon. Annah Nyokabi, MP
7. Hon. Dido Ali Rasso, MP
8. Hon. Emmanuel Wangwe, MP
9. Hon. Alex Mwiru, MP
10. Hon. Bady Twalib Bady
11. Hon. Florence Mutua, MP
12. Hon. Joseph Kahangara, MP
13. Hon. Gideon Konchella, MP
14. Hon. Anthony Kimaru, MP
15. Hon. Ali Wario, MP
16. Hon. Ogendo Rose Nyamunga, MP
17. Hon. David Karithi, MP
18. Hon. Wanjiku Muhia, MP

Absent
Hon. Charles Nyamai, MP



In Attendance
Kenya National Assembly
1. Ms. Sharon Rotino - Research Officer

Office of the Attorney General
1. Mr. Allan Githaiga - Senior State Counsel
2. Ms. Linda Murila - Senior State Counsel

MIN.NO. CRI/085/2015 PRELIMINARIES

The Chairperson called the meeting to order at 12.30 pm followed by a prayer by Hon. David
Ochieng'. She then welcomed the visitors from Office of the Attorney General and requested
for self-introduction.

The Chairperson further informed the Committee that the Officers from the Office of . -
Attorney General were appearing before the committee in response to the Committee’s
invitation to brief the Committee on the Bills from the East African Legislative Assembly that

had been submitted to the committee for consideration by the Speaker of the National
Assembly.

MIN.NO.CRI/ 086/2015: PRESENTATION FROM THE AG’S OFFICE

1. The East African Community Elimination of Non-Tariff Barriers Bill, 2015

The main objective of this Bill is to provide for a legal framework for identifying, monitoring
and eliminating non-tariff barriers within Partner States. It gives effect to Article 13 of the
Protocol on the Establishment of the East African Community Customs Union in which Partner
States had agreed to immediately eliminate existing non-tariff barriers within the Community.
The main objective of the East African Community Common Market Protocol is to expe
trade in goods and services, foster investment by means of fair, stable and predictable rules anc
eliminate barriers to trade between the Partner States.

'
i

Non-tariff barriers arise from different measures taken by governments and authorities in the
form of government laws, regulations, policies, conditions, restrictions or specific requirements,

and private sector business practices, or prohibitions that protect the domestic industries from
foreign competition.

PART | of the Bill contains preliminary provisions. Clause 2 provides for the interpretation of
terms and Clause 3 sets out the objective of the Act which is to facilitate and enhance trade in

the Community by removing conditions that affect and distort trade in goods within the
Community.

PART Il of the Bill provides for the prohibition of activities that create non-tariff barriers.
2



Clause 5 prohibits a partner state from engaging in trade practices, customs procedures or
imposing any measures that constitute non-tariff barriers.

Clause 6 prohibits a public officer or an institution of a Partner State from engaging in an
activity which is not authorised by the Laws of the Community or of the Partner State and
results in any loss, additional cost to the business of the affected party or amounts to a corrupt
practice or causes any other impediment to trade within the Community. The clause requires a
Partner State whose Officer or institution impedes trade to pay compensation to the affected
party.

PART Il of the Bill provides for the establishment of National Monitoring Committees and
National Focal Points.

Clause 7 provides for the establishment of National Monitoring Committees tasked with,
among other things, identifying and monitoring the process of elimination of non-tariff barriers,
and advising Partner States on the policies and laws that contain or lead to non-tariff barriers. It
further provides the membership of this committee which includes representatives of the
relevant government institutions and the private sector as determined by a Partner State.

Clause 8 requires each Partner State to designate a Ministry as the National Focal point for
matters relating to the non-tariff barriers. It further sets out the functions of the National Focal
Point and establishes it as the secretariat to the National Monitoring Committee. The functions
include initiating policies and strategies on the elimination of non-tariff barriers in the Partner
State, monitoring new tariffs and facilitating the implementation of the East African Community
Time Bound Programme for Elimination of Identified Non- Tariff Barriers.

PART IV of the Bill provides for the procedure for elimination of non-tariff barriers.

Clause 9 sets out the mechanisms for the elimination of the non-tariff barriers and these include
mutual agreement of the concerned Partner States, implementation of the East African
Community Time Bound Programme for Elimination of ldentified non-tariff Barriers and
regulations, directives, decisions or recommendations of the Council

Clause 11 requires the National Monitoring Committee, on receipt of a complaint or report, to
investigate the report or complaint and prepare a plan for the elimination of the non-tariff
barrier. The plan of elimination must specify the impact of the barrier, the time frame for the
elimination and the challenges that may be encountered in the process of elimination.

In addition, a Partner State whose parties are affected by a non-tariff barrier in another Partner
State may initiate the process of elimination of the barrier by a notification in writing to the

Partner State where the barrier exists and a copy to the Secretary General.
3



Clause 12 provides for the Secretary General to refer a matter to the Council where the
concerned Partner State fails to eliminate a non-tariff barrier.

PART V of the Bill contains general provisions.

Clause 13 enables a Partner State to effect temporary measures that would otherwise amount to
a non-tariff barrier, if it is in the interest of defense, security, public safety or public health.

Clause 14 requires the National Focal Points of the Partner States to exchange information on
matters relating to non-tariff barrier.

Clause 15 requires the Council to generally coordinate and monitor the elimination of non-tariff
barriers.

Clause 16 provides for sanctions and states that the Council may recommend to the Summit to
impose sanctions against a State that fails to comply with a directive, decision or
recommendation of the Council.

The Schedule provides for the World Trade Organization Categories of Non-tariff Barriers which
are applicable to the Partner States.

2. The East African Community Integration (Education) Bill, 2014

The Bill seeks to provide a framework for ensuring that the citizens of the Partner States are
informed of the affairs and the activities of the Community. A large number of people in the
Community do not know that they can participate in the affairs and activities of the Community

The main objective of this Bill is set out in Clause 3 which is to facilitate acquisition c
information, knowledge, skills, values and attitudes that are necessary for people of East Africa
to meaningfully participate in the integration process.

Clause 2 contains interpretation of terms and defines integration education as education about
the Treaty and the integration process in the Community.

Clause 4 establishes the Integration Education Unit which is responsible to the Secretary General
and its functions include -

(a) coordinating integration education activities in the Partner States with the competent
authorities;

(b)  developing relevant materials for dissemination in the Partner States;

(c) setting standards and quality control mechanisms in integration education;
4



(d) developing curricular for integration education®by the education institutions in the
Partner States; and
perform any other functions as may be required to achieve the objectives of this Act

(e)
Clause 6 specifies that the Unit shall receive funds from the budget of the Community and other

sources determined by the Council.

Clause 7 provides for the competent authorities in the Partner States to be the national focal
points for the purpose of education integration in the Community. The competent authority

refers to the relevant authority responsible for carrying out civic education.

3. The East African Community Customs Management (Amendment) Bill, 2015

The main objective of this Bill is to amend the East African Community Customs Management
Act, 2004 to facilitate the fulfilment of the functions of the Directorate of Customs and Trade
and to facilitate smooth implementation of the Act. The principal Act makes provisions for the

management and administration of Customs.

The Bill seeks to amend the following sections-

e Section 14(3).(4) and (5) which provides for licensing of internal container depot; The
amendments are to replace the word “owner” with “operator”. Section 14(3) requires
the owner of an internal container depot to among other things, provide office
accommodation, weights, and scales to a proper officer, keep a record of all goods in
depot and provide labour and material whenever required by the proper officer. The
amendment is to place the obligation to comply with the section on the operator of a
depot. This is in light of the fact that the owner of a depot may lease out the premises
and may not be involved in the day to day running of the depot. The provision was

therefore unfairly penalising the owner.

Section 14(4) provides that where the owner of an internal container depot does not comply
with the section, the Commissioner may stop the storing of goods in the depot until the owner
complies with the section. This results in the law penalising the wrong party since the owner of
the depot may not be the operator of the depot. Section 14 (5) sets out the penalty for an
owner of a depot who contravenes the section. This should apply to the operator.

Section 34 which provides for entry of cargo is to be amended by inserting a new sub

L]
section (5) and not by replacing sub section (5).



Section 51 provides for operations in a warehouse and gives the Commissioner power to
permit specified activities relating to a warehouse. The section is amended to clarify
that the duty to be paid in respect of any good not specified in the section shall be
prescribed by the Commissioner and not the Council or any other person.

Section 57 which provides for period of warehousing and sale of goods is amended to
remove the mandatory extension period of three months to enable the Commissioner of
Customs to specify the period of keeping the goods in a warehouse. The period to be
specified by the Commissioner may vary depending on circumstances.

Section 87 which provides for termination of transit procedure states that transit of
goods may be terminated by presenting the goods and the relevant entries to the office
of destination. The section is amended to clarify that the office of destination means any
customs office at which a customs transit operation is terminated.

Section 107 which contains general provisions relating to giving of security is amended to
provide for a refund of security where an obligation that required the deposit of the
security has been fulfilled. The amendment also specifies the interest that will accrue if the
security is not paid within thirty days.

Section 218 which provides for restoration of seizures is amended to provide for the
Commissioner to release anything that has been seized or condemned under the Act to
the owner. This makes the process of restoration faster since the Council meets only
twice a year. The delay in releasing goods may result in loss to the owner.

Section 243 which provides for auctioneers legislation to apply to sales is amended to
specify that the legislation of the Partner States relating to auctioneers shall not apply to
the sale goods sold under the Act; and

The new section 248A provides for the application of advance binding rulings.

MIN.NO.CRI1/087/2015: COMMITTEE OBSERVATIONS

Having considered the presentation, the Members raised the following concerns:

On the EAC Education bill, though the objective of the bill is noble, the title of the
bill is misleading as it can be interpreted to mean academic education. The committee

proposed that the title ought to have been changed to make it clear that it is an EAC
sensitization bill.

The committee wanted to know the position of the AG in regard to the bills. The
officers informed the members that the elimination of NTBs bill and the EAC customs
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management amendment bill are council bills and as such the office of the AG
participated extensively in the consideration of the bills before they were passed by

EALA.
MIN.NO.CRI/088/2015: ADJOURNMENT

There being no other business, the meeting was adjourned at 1.15pm. The date of the next

meeting would be communicated by notice.

SIGNED.

CHAIRPERSON



MINUTES OF THE 24™ SITTING OF THE SELECT COMMITTEE ON REGIONAL
INTEGRATION HELD ON TUESDAY 4™ AUGUST, 2015 IN COMMITTEE ROOM, 5™ FLOOR,

CONTINENTAL HOUSE, PARLIAMENT BUILDINGS AT 12:00 NOON.
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Hon. Florence Kajuju, MP

Hon. Christopher Nakuleu, MP
Hon. Timothy Bosire, MP

Hon. David Ouma Ochieng’, MP
Hon. Kathuri Murungi, MP

Hon. Ali Wario, MP

Hon. Dan Kazungu, MP

. Hon. Emmanuel Wangwe, MP

. Hon. Ogendo Rose Nyamunga, MP
10. Hon. Wanjiku Muhia, MP

11. Hon. Mary Seneta, MP

12. Hon. Mark Lomunokol, MP

13. Hon. David Karithi, MP
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Absent With Apology
1. Hon. Andrew Toboso, MP

2. Hon. Kubai Iringo, MP
3. Hon. Gideon Konchella, MP
4. Hon. Eric Keter, MP
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7. Hon. Peter Shehe, MP
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Absent
Hon. Charles Nyamai, MP

In Attendance
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2. Mr. Nicodemus Maluki
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MIN.NO. CRI/100/2015 PRELIMINARIES

The Chairperson called the meeting to order at 12.38pm followed by a word of prayer from
Hon. Christopher Nakuleu, MP

MIN.NO.CRI/101/2015: CONFIRMATION OF MINUTES

1. Minutes of the 13® sitting held on 2~ April, 2015 were confirmed as a true record of the
proceedings as proposed by Hon. Rose Nyamunga, MP and seconded by Hon. David
Kariithi, MP.

2. Minutes of the 14 sitting held on 16™ April, 2015 were confirmed as a true record of the
proceedings as proposed by Hon. Dan Kazungu, MP and seconded by Hon. Murungi
Kathuri, MP.

3. Minutes of the 15 sitting held on 21 April, 2015 were confirmed as a true record of the
proceedings as proposed by Hon. Murungi Kathuri, MP and seconded by Hon. Dar
Kazungu, MP.

4. Minutes of the 16" sitting held on 9* June, 2015 were confirmed as a true record of the
proceedings as proposed by Hon. Wanjiku Muhia, MP and seconded by Hon. Rose
Nyamunga, MP.

5. Minutes of the 17 sitting held on 18" June, 2015 were confirmed as a true record of the

proceedings as proposed by Hon. Rose Nyamunga, MP and seconded by Hon. David
Kariithi, MP.

6. Minutes of the 18" sitting held on 23 June, 2015 were confirmed as a true record of the
proceedings as proposed by Hon. Wanjiku Muhia, MP and seconded by Hon. Rose
Nyamunga, MP.

7. Minutes of the 19" sitting held on 25" June, 2015 were confirmed as a true record of the

proceedings as proposed by Hon. Mary Seneta, MP and seconded by Hon. Wanjiku
Muhia, MP.

8. Minutes of the 20 sitting held on 2" July, 2015 were confirmed as a true record of t* ~

proceedings as proposed by Hon. Timothy Bosire, MP and seconded by Hon. Wanjik
Muhia, MP.

MIN.NO.CRI/102/2015: MATTERS ARISING
Under Min.No.CRI/049/2015 on preliminaries:-Editorial corrections

Under Min.No.CRI/055/2015 on adoption of reports pursuant to Standing Order 199: The
secretariat were asked to record that the Committee lacked the required majority to adopt the
report, instead of mentioning the Standing Order number since not everyone outside Parliament
have an access to Standing Order.

Under Min.No.CRI/060/2015 on foreign trips:-lt was resolved that any Member can be
appointed to lead a committee delegation abroad. It is not mandatory that the Committee
leadership should participate in each and every trip.
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Under Min.No.CRI/082/2015 (2) on local visits:-Save for logistical challenges, Members were of
the view that the Committee should consider holding its retreats from other parts of the country

alongside Mombeasa.

MIN.NO.CRI/103/2015: ANY OTHER BUSINESS

1. Allowances during retreats: Members sought clarifications from the secretariat on
whether they will not be paid their sitting allowances during retreats. They were

informed that there is no official communication from Accounts on this.
2. Foreign trips: Members proposed that the Committee should organize for two foreign

trips within this year so that Members travel concurrently.

MIN.NO.CRI/104/2015: ADJOURNMENT
There being no other business, the meeting was adjourned at 1.32pm.

SIGNED..... M reverreeieesdinnrnii e 5,

CHAIRPERSON



MINUTES OF THE 26'" SITTING OF THE SELECT COMMITTEE ON REGIONAL
INTEGRATION HELD ON THURSDAY 1°" OCTOBER, 2015 IN PROTECTION HOUSE, 11™
FLOOR, PARLIAMENT BUILDINGS AT 10:00AM
B s e sl e S SR
Present:
1. Hon. Christopher Nakuleu, MP - Vice-Chairperson
2. Hon. Robert Mbui, MP
3. Hon. Emmanuel Wangwe, MP
4. Hon. Andrew Toboso, MP
5. Hon. Kubai Iringo, MP
6. Hon. Kathuri Murungi, MP
7. Hon. David Karithi, MP
8. Hon. Annah Nyokabi, MP
9. Hon. Ogendo Rose Nyamunga, MP
10. Hon. Eric Keter, MP

Absent With Apology
1. Hon. Florence Kajuju, MP - Chairperson

Hon. David Ouma Ochieng’, MP
Hon. Alois Lentoimaga, MP
Hon. Sarah Korere, MP
Hon. Peter Shehe, MP

Hon. Mary Seneta, MP

Hon. Dan Kazungu, MP
Hon. Dido Ali Rasso, MP
Hon. Florence Mutua, MP
10. Hon. Joseph Kahangara, MP
11. Hon. Timothy Bosire, MP
12. Hon. Alex Mwiru, MP

13. Hon. Wanjiku Muhia, MP
14. Hon. Bady Twalib Bady

15. Hon. Ali Wario, MP

16. Hon. Gideon Konchella, MP
17. Hon. Anthony Kimaru, MP
18. Hon. Mark Lomunokol, MP
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Absent
Hon. Charles Nyamai, MP



In attendance

1. Mr. Nicodemus Maluki - Third Clerk Assistant
2. Ms. Emma Esendi - Legal Counsel
3. Ms. Esther Ngechu - Sergeant At Arms

MIN.NO. CR1/105/2015 PRELIMINARIES
The Vice Chairperson called the meeting to order at 10:30 am followed by a word of prayer.

MIN.NO.CRI/106/2015: CONFIRMATION OF MINUTES
The Minutes of the previous meetings were confirmed as follows:

1. Minutes of the 21* Sitting held on 7" July, 2015 were confirmed as a true record of the
proceedings after being proposed by Hon. Eric Keter, MP and seconded by Hon. Kathuri
Murungi, MP.

Minutes of the 22™ Sitting held on 28" July, 2015 were confirmed as a true record of the
proceedings after being proposed by Hon. Emmanuel Wangwe, MP and seconded by Hu...
Anyanga Andrew Toboso, MP.

Minutes of the 23"  Sitting held on 30" July, 2015 were confirmed as a true record of the
proceedings after being proposed by Hon. Annah Nyokabi, MP and seconded by Hon. Ogendo
Rose Nyamunga, MP.

4. Minutes of the 24™  Sitting held on 4™ August , 2015 were confirmed as a true record of the

proceedings after being proposed by Hon. Ogendo Rose Nyamunga, MP and seconded by Hon.
Christopher Nakuleu, MP.

o
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MIN.NO.CRI/107/2015: MATTERS ARISING

Under Min. No. CR1/097/2015: The Commuttee felt that it was stll important that the Cabinet Secretary
Ministry of East African Affairs, Commerce and Tounism appeared before it to address issues of how her
Ministry engages with the Committee.

MIN.NO.CRI1/108/2015: ELECTION OBSERVERTION IN TANZANIA (15™ -27™
OCTOBER 2015)

Based on the gender and polincal affiliations, the following Members were nominated to represent the
Commuttee:

1) Hon. Robert Mbui, MP

i1) Hon. Ogendo Rose Nyamunga, MP
ii1) Hon. Wanjiku Muhia, MP

1v) Hon. Mark Lomunokol, MP



MIN.NO.CRI/109/2015: ANY OTHER BUSINESS

Foreign Trips: The secretariat was asked to prepare a brief on Regional Economic Blocs for presentation to
the Committee when it sits next on Tuesday 6* October, 2015.

MIN.NO. CRI/110/2015 ADJOURNMENT

The Chairperson adjourned the meeting at 11.40am
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MINUTES OF THE 31" SITTING OF THE SELECT COMMITTEE ON REGIONAL
INTEGRATION HELD ON THURSDAY 29TH OCTOBER, 2015 IN CONTINENTAL HOUSE,
COMMITTEE ROOM, 5™ FLOOR, PARLIAMENT BUILDINGS AT 12.00 (NOON)

Present:

Hon. Florence Kajuju, MP - Chairperson
Hon. Christopher Nakuleu, MP - Vice-Chairperson
Hon. Eric Keter, MP

Hon. Sarah Korere, MP

Hon. David Karithi, MP

Hon. Peter Shehe, MP

Hon. Annah Nyokabi, MP

Hon. Alois Lentoimaga, MP

Hon. Mark Lomunokol, MP

10. Hon. Ogendo Rose Nyamunga, MP

11. Hon. Kathuri Murungi, MP

12. Hon. Joseph Kahangara, MP

13. Hon. Wanjiku Muhia, MP

Sl B SR

Absent With Apology

Hon. David Ouma Ochieng’, MP
Hon. Timothy Bosire, MP
Hon. Mary Seneta, MP

Hon. Ali Wario, MP

Hon. Florence Mutua, MP
Hon. Emmanuel Wangwe, MP
Hon. Kubai Iringo, MP

Hon. Gideon Konchella, MP
Hon. Anthony Kimaru, MP
Hon. Andrew Toboso, MP

11. Hon. Bady Twalib Bady

12. Hon. Dido Ali Rasso, MP

13. Hon. Robert Mbui, MP

14. Hon. Alex Mwiru, MP

15. Hon. Dan Kazungu, MP
Absent

Hon. Charles Nyamai, MP
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In attendance

Secretariat
1. Mr. Nicodemus Maluki " Third Clerk Assistant

2. Ms. Esther Ngechu - Sergeant At Arms



MIN.NO. CRI/127/2015 PRELIMINARIES
The Chairperson called the meeting to order at 12.30 pm followed by a word of prayer from Mr.
Nicodemus K. Maluki.

MIN.NO.CRVI/128/2015: CONFIRMATION OF MINUTES

The Minutes of the previous meetings were confirmed as follows:

1.

ro
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Minutes of the 25" Sitting held on 25" August , 2015 were confirmed as a true record of the
proceedings after being proposed by Hon. Christopher Nakuleu, MP and seconded by Hon.
Annah Nyokabi, MP.

Minutes of the 26"  Sitting held on 1*' October, 2015 were confirmed as a true record of the
proceedings after being proposed by Hon. David Karithi, MP and seconded by Hon. Ogendo
Rose Nyamunga, MP.

Minutes of the 27" Sitting held on 6" October, 2015 were confirmed as a true record of the
proceedings after being proposed by Hon. Annah Nyokabi, MP and seconded by Hon. David
Karithi, MP.

Minutes of the 28" Sitting held on 12" October, 2015 were confirmed as a true record of the
proceedings after being proposed by Hon. Sarah Korere, MP and seconded by Hon. Wanjiku
Muhia, MP.

Minutes of the 29" Sitting held on 15" October, 2015 were confirmed as a true record of the
proceedings after being proposed by Hon. Sarah Korere, MP and seconded by Hon. Kathuri
Murungi, MP.

Minutes of the 30" Sitting held on 27" October, 2015 were confirmed as a true record of the
proceedings after being proposed by Hon. Alois Lentoimaga, MP and seconded by Hon. Wanjiku
Muhia, MP.

th

MIN.NO.CRI/129/2015: MATTERS ARISING

Under.Min.No. CRI1/125/2015 on meeting with the Cabinet Secretary for EAC, Commerce and
Tourism, the Chairperson urged Members to attend a follow up meeting with the CS scheduled for 10®
November, 2015 to conclude on the outstanding issues.

MIN.NO.CR1/130/2015 ANY OTHER BUSINESS

Under this Agenda the following issues were raised:

1.

(R

The Chairperson informed Members that the Ministry of EAC, Commerce and Tourism was
organizing a conference to sensitize the Committee and two Members from each of the
Departmental Committees on the implementation status of regional integration roadmap. The
dates of the conference will be communicated once confirmed.

The Chairperson informed Members of a letter from Cuts International inviting the Committee
for a breakfast meeting on 5™ November, 2015. The agenda of the meeting will be to “deliberate




on Regional Integration process in Eastern and Southern Africa”. The following Members were
nominated to represent the Committee:

i) Hon David Karithi, MP

i1) Hon. Wanjiku Muhia, MP
The Hon. Wanjiku Muhia, MP reported that she, together with other Members drawn from the
Committee on Defence and Foreign Relations and Justice & Legal Affairs, undertook a
successful election observation exercise in Tanzania. She undertook to share the report of the
election observation team with the Committee at an opportune time.

(U8 ]

MIN.NO.CRV/131/2015: ADJOURNMENT
The Chairperson adjourned the meeting at 1.30pm.

VICE CHAIR







