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|
1. PROJECT INFORMATION AND OVERALL PERFORMANCE

1.1 Name and registered office
Name; The Kenya health sector support project and health sector support programme- The Essential Medi-

cines Tnd Medical Supplies Component.

Objective: The key objective of the project is to improve the quality of Health services at the lower levels of

service, by providing adequate and quality drugs so as to reduce the level of stock-out and increase funding
budgejs for KEMSA.

Address: The project headquarters offices are Nairobi (city), Nairobi County, Kenya.
The address of its registered office is: Ministry of Health

Afya House — cathedral Road

Pi0). BPx 30016-00100 Nairobi.

The pﬁoject is based at the National Level but it supports all the facilities at the Lower levels of service i.e.
Level F, 2, 3and Sub District Hospitals.

Contacts: The following are the project contacts
Telephone: (254) -20-2717077

E-mail: PS @health.go.ke

Website: www.go ke

1.2 Pr‘oject Information

Project Start Date: The project start date is 30/09/2010

Project End Date: The project end date is 06/30/2018

Project Manager: The project manager is Dr. David Kariuki

Project Sponsor: The project sponsor is -Dr. Gandham N.V. Ramana

1.3 Project Overview

Line Ministry/State De-
partment of the project

The project is under the supervision of the Health Ministry.

\
Project number

CR 47710 & 50340

Strate%ic goals of the pro-
ject

The strategic goals of the project are as follows:
(i) To ensure an improved availability of commodities in the lower level of
health Facilities.

(ii) Help to address the problem of insufficient budget for the commodities
and build up a buffer stock foe EMMS for level 2 and 3 and limit
extend for level 4.

Achievjement of strategic
goals |

The project management aims to achieve the goals through the following
means:
(i) The product lists will be rationalized and standardized through evi-
dence-based reviews of the Essential Medicines List and Essential
Medical Supplies List (EMSL).

(ii) The creation of buffer stock will be used to address the problem of late
starts in procurement procedures, pegged to the availability of
funds in the annual budget of the ministry.

Other important back-
ground|information of the
project

The project aims at strengthening pharmaceutical and medical supplies pro-
curement; regulation and management system need major investment.
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Current situation that the
project was formed to in-
tervene

The project was formed to intervene in the following areas:
(i) The availability of essential medicines and medical supplies has im-
proved in the public facilities.

(i1) The project has provided financing to commodities and has strength-
ened the logistics system.

Project duration

The project started on 30" Sep 2010 and is expected to run until 30" June 2018.

1.4 Bankers

The following are the bankers for the current year:

[.  CENTRAL BANK OF KENYA — (PROJECT ACCOUNT)
ACCOUNT NAME: HEALTH SEC SUP PRJ AND HSSP 111-EMMS (KES)
ACCOUNT: 1000187468
P.O BOX 60000 - 0200

II.  COOPERATIVE BANK — DEPOSIT ACCOUNT
ACCOUNT NAME: HEALTH SEC SUP PROJECT -KEMSA
ACCOUNT: 02120134337900
P.O. BOX 74956-00100

1.5 Auditors

The project is audited by the:

Auditor - General

P.O Box 30084 — 00100

Nairobi.

1.6 Roles and Responsibilities

List the different people who will be working on the project. This list would include the project manager and
all the key stakeholders who will be involved with the project. Also, record their role, their positions, and their

contact information.

Names

Title designation

Key qualification

Responsibilities

Dr. David Kariuki

Head, Directorate of
policy, planning and
Health care Financ-

ing.

MB chB, Msc

Project oversight and overall
coordination of activities of
the Directorate and Project
Coordinator

Dr. Valeria Makory

Project Coordinator

MBChB, MSc Medi-
cal Statistics (Nbi),
MSc Public Health
(Kemri)

Project Coordinator - Kenya
Health Sector Support Project

Alice Olango

Project Accountant

B.com, CPA(K)

Preparation of Financial re-
ports as required from time to
time e.g. Bank reconciliation,
preparation of project F/S |

Note: The Project operates within the MOH structures and systems and therefore involves multiple par-
ties beyond the names provided above.

i
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KENYA HEALTH SECTOR SUPPORT PROJECT-EMMS/KEMSACOMPONENT
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For the financial year ended 30 June, 2020

1.8 Summary of Overall Project Performance:
—  The Project was able to achieve the targeted objectives as they were set in the work plan of
201972020
1.9 Summary of Project Compliance:

—  The project complied with applicable laws and regulations, and essential external financing agree-
ments/covenants and this helped us to achieve the objectives set.
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0. 5.

2. STATEMENT OF PROJECT MANAGEMENT RESPONSIBILITIES

The Principal Secretary for the Ministry of Health and the Project Coordinator for KHSSP

& HSSP 111 are responsible for the preparation and presentation of the Project’s financial statements, which give
a true and fair view of the state of affairs of the Project for and as at the end of the financial year ended on June
30, 2019. This responsibility includes:

(i) Méintaining adequate financial management arrangement and ensuring that these continue to be effective
throughout the reporting period;

(ii) Maintaining proper accounting records, which disclose with reasonable accuracy at any time the financial
position of the Project;

(iii) Designing, implementing and maintaining internal controls relevant to the preparation and fair
preseﬁtatlon of the financial statement, and ensuring that they are free from material misstatements, whether
due tq error or fraud;

(iv) Safeguarding the assets of the Project;

(v) Selecting and applying appropriate accounting policies; and

(vi) Making accounting estimates that are reasonable in the circumstances.

The P‘rmmpal Secretary for the Ministry of Health and the Project Coordinator for KHSSP & HSSP III accept
respon51b111ty for the Project’s financial statements, which have been prepared on the Cash Basis Method of
Fmanmal Reporting, using appropriate accounting policies in accordance with International Public Sector

Accountmg Standards.

The Principal Secretary for the Ministry of Health and the Project Coordinator for KHSSP & HSSP III are of the
opinion that the Project’s financial statements give a true and fair view of the state of Project’s transactions
during the financial year ended June 30, 2020, and of the Project’s financial position as at that date. The Principal
Secretary for Ministry of Health and the Project Coordinator for KHSSP & HSSP III  further confirm the
completeness of the accounting records maintained for the Project, which have been relied upon in the
preparatlon of the Project financial statements as well as the adequacy of the systems of internal financial

contrpl

The l?rincipal Secretary for the Ministry of Health and the Project Coordinator for KHSSP & HSSP III confirm
that the Project has complied fully with applicable Government Regulations and the terms of external financing
covenants, and that Project funds received during the financial year under audit were used for the eligible
purposes for which they were intended and were properly accounted for.

Appfoval of the Project financial statements

The JProject financial statements were approved by the Principal Secretary for the Ministry of Health and the
Project Coordinator for KHSSP on _30™ June_2020 and signed by them.

Susan Mochache (CBS) DI. David Kariuli
Principal Secretary Project Coordinator
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REPORT OF THE AUDITOR-GENERAL ON KENYA HEALTH SECTOR SUPPORT
(EMMS) PROJECT (IDA CREDIT NO.4771 AND NO. 50340 — KE) FOR THE YEAR
ENDED 30 JUNE, 2020 — MINISTRY OF HEALTH

REFLORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Kenya Health Sector Support
(EMMS Component 2) Project set out on pages 1 to 12, which comprise the statement of
financial assets and liabilities as at 30 June, 2020, and the statement of receipts and
payments, statement of cash flows and statements of comparative budget and actual
amounts for the year then ended, and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. | have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

In my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Kenya Health Sector Support (EMMS) Project as at
30 June, 2020, and of its financial performance and its cash flows for the year then ended,
in accordance with International Public Sector Accounting Standards (Cash Basis) and
comply with the Financing Agreement Credit No. 4771 and No. 50340 - KE dated 21
January, 2014 between the International Development Association (IDA) and the
Republic of Kenya and the Public Finance Management Act, 2012.

In addition, the special accounts statement presents fairly the special accounts
transaction and the closing balance has been reconciled with the books of account.

Basis for Qualified Opinion
1. Cash and Cash Equivalents

The statement of financial assets and liabilities reflects a nil bank balance as at 30 June,
2020. However, a review of the financial statements indicates that the project had an
opening bank balance of Kshs.135,997,035 as at 1 July, 2019, out of which an amount of
Kshs, 133,617,037 is indicated as having been surrendered to The National Treasury
during the year as disclosed in Note 8.10 to the financial statements. However, no
documentary evidence including bank statements, bank confirmation certificate or cash
book /was availed for audit verification.

Report| of the Auditor-General on Kenya Health Sector Support (EMMS) Project (IDA Credit No.4771 and
No.50340 — KE) for the year ended 30 June, 2020 — Ministry of Health




In the circumstances, the accuracy of the cash and cash equivalents nil balance as at 30
June, 2020 could not be confirmed.

2. Receivables

The statement of financial assets and liabilities reflects a receivables balance of
Kshs.2,380,000 as at 30 June, 2020. This balance was previously reflected as a
reconciling item in the bank reconciliation statement dating back to July, 2016. Additional
information however, indicates that this balance relates to a double payment that was
made to a company and for which no refund had been effected as at the time of the audit
in November, 2020.

In the circumstances, the accuracy and full recoverability of receivables balance of
Kshs.2,380,000 as at 30 June, 2020 could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am Independent of Kenya Health Sector Support (EMMS) Project
Management in accordance with ISSAlIs 130 on Code of Ethics. | have fulfilled other
ethical responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. | believe
that the audit evidence | have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

Other Matter
Unresolved Prior Year Matter-Transfer to Other Government Entities

As disclosed in Note 8.7 to the financial statements, the statement of receipts and
payments for 2018/2019 financial year reflected transfers to other government entities of
Kshs.527,102,564 which included a transfer of Kshs.73,908,356 to International
Development Association (IDA) in respect of ineligible funds identified under the Project
during implementation period termed as long outstanding un-documented expenditures
caused by foreign exchange losses. The Project Management did not avail supporting
documents and explanations for the payment by way of clarifications and information on
how the amount was tabulated and why such losses could not have been avoided. The
matter remained outstanding as at 30 June, 2020.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matter described in the Basis for Conclusion on Lawfulness and
Effectiveness in use of Public Resources section of my report, | confirm that, nothing else

Report of the Auditor-General on Kenya Health Sector Support (EMMS) Project (IDA Credit No.4771 and
No.50340 — KE) for the year ended 30 June, 2020 — Ministry of Health
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has come to my attention to cause me to believe that public resources have not been
applied lawfully and in an effective way.

Basis for Conclusion
Late Submission of Financial Statements

During the year under review, the Project Management submitted the financial statements
to the Auditor-General on 19 October, 2020, nineteen (19) days after the statutory date
of 30 September, 2020. This is contrary to Section 47(1) of the Public Audit Act, 2015
which requires that financial statements should be submitted to the Auditor-General within
three months after the end of the fiscal year to which the accounts relate.

Management was therefore in breach of the law.

The audit was conducted in accordance with ISSAI 4000. The standard requires that |
comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. | believe that the audit evidence | have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, | confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and overall governance were not effective.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that | plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overall governance were
operating effectively, in all material respects. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the International Development Association (IDA) and the Republic of
Kenya, except for the matters under the Basis for Qualified Opinion and Conclusion on
Lawfulness and Effectiveness in Use of Public Resources section of my report, | report
based on my audit that: -

i. || have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit;

Report of the Auditor-General on Kenya Health Sector Support (EMMS) Project (IDA Credit No.4771 and
No.50340 — KE) for the year ended 30 June, 2020 — Ministry of Health
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i.  Inmy opinion, adequate accounting records have been kept by the Project, so far
as appears from the examination of those records; and

iii.  The Project financial statements are in agreement with the accounting records and
returns.

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Public Sector Accounting Standards (Cash
Basis) and for maintaining effective internal control as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal control, risk management and governance.

In preparing the financial statements, Management is responsible for assessing the
Project’s ability to continue to sustain its services, disclosing, as applicable, matters
related to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Project or cease operations.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

In addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

Those charged with governance are responsible for overseeing the financial reporting
process, reviewing the effectiveness of how the Project monitors compliance with relevant
legislative and regulatory requirements, ensuring that effective processes and systems
are in place to address key roles and responsibilities in relation to governance and risk
management, and ensuring the adequacy and effectiveness of the control environment.

Auditor-General’s Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with ISSAIs will always detect
a material misstatement and weakness when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

Report of the Auditor-General on Kenya Health Sector Support (EMMS) Project (IDA Credit No.4771 and
No.50340 — KE) for the year ended 30 June, 2020 — Ministry of Health
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In addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them in accordance with the provisions of
Article 229(6) of the Constitution and submit the audit report in compliance with Article
229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, | consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the ISSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

As part of an audit conducted in accordance with ISSAls, | exercise professional
judgement and maintain professional skepticism throughout the audit. | also:

e Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Management.

e Conclude on the appropriateness of the Management’s use of the applicable basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Project’s ability to continue to sustain its services. If | conclude that a material
uncertainty exists, | am required to draw attention in the auditor’s report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to
modify my opinion. My conclusions are based on the audit evidence obtained up to
the date of my audit report. However, future events or conditions may cause the
Project to cease to continue to sustain its services.

Report of the Auditor-General on Kenya Health Sector Support (EMMS) Project (IDA Credit No.4771 and
No.50340 — KE) for the year ended 30 June, 2020 — Ministry of Health
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e Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

¢ Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Project to express an opinion on the financial statements.

e Perform such other procedures as | consider necessary in the circumstances.

| communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that are identified during the audit.

| also provide Management with a statement that | have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence, and
where applicable, related safeguards.

N

Nan a u
AUDITOR-GENERAL

Nairobi

28 December, 2020

Report of the Auditor-General on Kenya Health Sector Support (EMMS) Project (IDA Credit No.4771 and
No.50340 — KE) for the year ended 30 June, 2020 — Ministry of Health
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KENYA HEALTH SECTOR SUPPORT PROJECT-EMMS/KEMSA COMPONENT
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4.STATEMENT OF RECEIPTS AND PAYMENTS FOR THE YEAR ENDED 30TH JUNE 2020
| 2019/2020 2018/2019
‘ Receipts
and Receipts and
Receipts and Payments Receipts and Payments
payments made by payments made by
controlled by third controlled by third Cumulative
Notes the entity parties the entity parties to date
1 Kshs Kshs Kshs Kshs Kshs
RECEIPTS
Trdnsfer from d]ovem—
meht entities 8.2 - - - 2,002,419,177
Prqceeds from homestic
and foreign grants 8.3 - - 1,617,199,500
Loan from exteﬁna] de-
velbpment partners 8.4 - 350,000,000  9,285,444,853
‘ =
Miscellaneous receipts 8.5 - 548,603,390
Total receipts | - - 350,000,000 13,453,666,920
PAYMENTS |
Purchase of goods and
seryices ‘ 8.6 - 52,526,646 10,469,298,859
Transfers to other gov-
ernment entitie 8.7 - - 527,102,564  2,848,371,026
TOTAL PAYMENTS - 579,629,210 13,317,669,885
PLUS/DEF]CIT
FOR THE YEAR - - (229,629,210) 135,997,035

o these financial statements are an integral part of the financial statements.

S

1
n Mochache, CBS Dr. David Karfuki Project Accountant

incipal Secrétary Project Coordinator Alice Olango ‘ )
ICPAKNUMBER: | () (§

accounting]policies angkexplanat

12202 o] )2]2020 lol122620

C
Da+ \ Date Date




KENYA HEALTH SECTOR SUPPORT PROJECT-EMMS/KEMSA COMPONENT R
Reports and Financial Statements
For the financial year ended 30 June, 2020

5. STATEMENT OF FINANCIAL ASSETS AND LIABILITIES AS AT 30TH JUNE 2020

Notes 2019/2020 2018/2019
Kshs Kshs

FINANCIAL ASSETS
Cash and Cash Equivalents
Bank Balances 8.8 - 135,997,037
Receivables 8.9 2,380,000 -
TOTAL FINANCIAL AS-
SETS 2,380,000 135,997,037
REPRESENTED BY:
Balance b/fwd 8.10 135,997,037 365,626,247
Transfer to National Treasury 8.10 (133.617,037) =
Surplus/deficit for the period - (229,629,210)
Total 2,380,000 135,997,037

Note: The Bank Balance was

recalled by The National

Treasury and the bank ac-

count closed

The accounting policies and explanatory notes to these financial statements form an integral part of the finan-

cial statements. The financial statements were approved on 2020 and signed by:
. 0. L rp M A
) v% — // 7 —

Proje’Lt Ac-

Susan Mochache, CBS Dr. David Kariuki countant

Principal Secretary Project Coordinator Alice Olango
ICPAK NUM- |, , c
BER: AN

1oli2]2020 o2 s loia 20290
Date Date Date

Ve
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6.

STATELMENT OF CASHFLOW FOR THE YEAR ENDED 30 JUNE 2020

|

2019/2020

2018/2019

4
|
J
|

Note

KShs

KShs

|
eceipts for operating activities

8.3

foceeds frd)m domestic and foreign grants

R

Ttansfer from Government entities
P

M

8.5

iscellaneous receipts
|

|

yments for operating activities

ompensation of employees

urchase of goods and services

8.6

(52,526,646)

—

ransfers to other government entities

8.7

(527,102,564)

Q.

ther grants and transfers

—

hcrease in Receivables

8.9

(2,380,000)

ﬂ

(579,629,210)

|

et cash flow from operating activities

(579,629,210)

|

NASHFL(II)W FROM INVESTING ACTIVITIES

cquisition of Assets

A

I

Net cash ﬁows from Investing Activities

|

{

:ASHFLbW FROM BORROWING ACTIVITIES

Proceeds fJ_rom Foreign Borrowings

8.4

350,000,000

350,000,000

Net cash ﬁlow from financing activities
[

|
I'ransfer to National Treasury

8,10

(133,617,037)

NET INC’REASE IN CASH AND CASH EQUIVALENT

(229,629,210)

Cash and cash equivalent at BEGINNING of the year

135,997,037

365,626,247

|
Cash and[ cash equivalent at END of the year
1

135,997,037

Th
mq

ents. The entity financial statements were approved on
J

|
|

~

b s . . .
e accounting policies and explanatory notes to these financial statements form an integral part of the financial sta

2020 and signed by:
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Repprts and Financial Statements

KEJFYA HEALTH SECTOR SUPPORT PROJECT-EMMS/KEMSACOMPONENT
Forlthe financial year ended 30 June, 2020

|
8. NOT¢S TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30™ JUNE, 2019

The prindipal accounting policies adopted in the preparation of these financial statements are set out below:

8.1 Statti,ment of compliance and basis of preparation

The financial statements have been prepared in accordance with and comply with International Public Sector Ac-
counting Standards (IPSAS) with particular emphasis on Cash Basis Financial Reporting under the Cash Basis of
Accounting. The financial statements comply with and conform to the form of presentation prescribed by the Ac-
counting Standards Board of Kenya.

The financial statements are presented in Kenya Shillings, which is the functional and reporting currency of the Pro-
ject. The e*ccounting policies adopted have been consistently applied to all of the years presented.

The ﬁnan;cial statements have been prepared on the cash basis following the Government’s standard chart of ac-
counts. The cash basis of accounting recognizes transactions and events only when cash is received or paid out by
the Project.

1

I RFcognition of revenue and expenses

The Project recognizes all revenues from the various sources when the event occurs and the related cash has actually
been received by the Project. In addition, the Project recognizes all expenses when the event occurs and the related
cash has a&:tually been paid out by the Project.

I In-kind donations
|

In-kind donations are contributions made to the Project in the form of actual goods and/or services rather than in

\ : : . & - :
money or cash terms. These donations may include vehicles, equipment or personnel services. Where the financial

value of iIb-kind donations can be reliably determined, the Project includes such value in the statement of receipts
and payments both as revenue and as an expense in equal and opposite amounts; otherwise, the donation is not rec-

orded. |

\
III.  Cash and cash equivalents
\

Cash and c¢ash equivalents comprise cash on hand and cash at bank, short-term deposits on call and highly liquid
investmenis with an original maturity of three months or less, which are readily convertible to known amounts of
cash and are subject to insignificant risk of changes in value. Bank account balances include amounts held at the
Central Bank of Kenya and at various commercial banks at the end of the financial year. For the purposes of these
financial statements, cash and cash equivalents also include short term cash Imprests and advances to authorized
public ofﬁ(‘xers and/or institutions which had not been surrendered or accounted for at the end of the financial year.




KENYA HEALTH SECTOR SUPPORT PROJECT-EMMS/KEMSA COMPONENT
Reports and Financial Statements
For the financial year ended 30 June, 2020

IV. Pending bills
Pending bills consist of unpaid liabilities at the end of 30" June, 2020 arising from contracted goods or services
during 30™ June, 2020 or in past. As pending bills do not involve the payment of cash in the reporting period,
they are simply disclosed as an Annex to the financial statements. When the pending bills are finally settled,
such payments are included in the statement of receipts and payments in the year in which the payments are
made.

V. Budget
The budget is developed on the same accounting basis (cash basis), the same accounts classification basis, and
for the same period as the financial statements. The Project’s budget was approved as required by Law and Na-
tional Treasury Regulations, as well as by the participating development partners, as detailed in the Government
of Kenya Budget Printed Estimates for the year. A high-level assessment of the Project’s actual performance
against the comparable budget for the financial year under review has been included in an annex to these finan-
cial statements.

VI. Exchange rate differences
The accounting records are maintained in the functional currency of the primary economic environment in which
the Project operates, Kenya Shillings. Transactions in foreign currencies during the 30™ June, 2020 are convert-
ed into the functional currency using the exchange rates prevailing at the dates of the transactions. Any foreign
exchange gains and losses resulting from the settlement of such transactions and from the translation at year-end
exchange rates of monetary assets and liabilities denominated in foreign currencies are recognized in the state-
ments of receipts and payments.

VII. Comparative figures
Where necessary comparative figures for the previous financial year have been amended or reconfigured to con-
form to the required changes in financial statement presentation.

VIII. Subsequent events
There have been no events subsequent to the financial year end with a significant impact on the financial state-
ments for the year ended June 30, 2020.
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For the ﬁnam{ial year ended 30 June, 2020

8.2 Receipts from Government of Kenya

These represent counterpart funding and other receipts from government as follows:

\ 2019/2020 2018/2019
1 Kshs Kshs
C ouﬁterpart Sfunding through Ministry of Health

\
Coun‘terpart funds Quarter 1 -
Cour}terpart funds Quarter 2 -
Counterpart funds Quarter 3 -

Counterpart funds Quarter 4 - ’

Cumulative
to-date

2,002,419,177

2,002,419,177
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8.5

Miscellaneous Receipts

Receipts Receipts
controlled controlled
by the entity by third Cumulative
in Cash parties FY 2019/2020 FY 2018/2019 to- date
Kshs Kshs Kshs Kshs
Interest earned - - - 36,706,258
Reversal ; - - - 1,923,538
ErJ or posting‘ - - - 350
Refund received - - - 509,608,629
- - 548,603,390
\
8.4 Purchase of Goods and Services
Payments
made by Payments
the Entity made by
in Cash third parties 2019/2020 2018/2019 Cumulative
Kshs Kshs Kshs Kshs to-date
Utilities, supplies and ser-
vides i i - - 10,159,665,920
B 52,526,646 309,632,938

Ot‘\er operatinTg expenses

Td

) TAL s

52,526,646 10,469,298,859
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8.7 Transfers to other government entities

During the 12 months to 30 June 2020, we transferred funds to reporting government entities as shown below:

Cumulative
Payments Payments Financial Year Financial Year
made by made by 2019/2020 2018/2019
the Entity third par-
in Cash ties To date
Kshs Kshs Kshs Kshs Kshs
Transfers to Na-
tional Govern-
ment entities
Ministry of Health
- HSSF - - 1,098,872,338
Ministry of
Health KEMSA - 333,194,208 1,555,590,332
SWAP - - 120,000,000 120,000,000
IDA - - 73,908,356 73,908,356
TOTAL - - 527,102,564 2,848,371,026
2019/2020 2018/2019
Kshs Kshs
8.8 Bank Accounts
Local Currency Accounts
Central Bank of Kenya [A/c No. 1000187468] NIL 135,997,037
Total local currency balances NIL 135,997,037
Total bank account balances NIL 135,997,037
8.9 Receivables 2019/2020 2018/2019
Kshs Kshs

Receivable 2,380,000 -

8.10 Fund movement C/Fwd

2019/2020 2018/2019
Kshs Kshs

Fund balance
b/foward 135,997,037 365,626,247

10
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Reports and Financial Statements
For the ﬁm%ncial year ended 30 June, 2020

Tran&fer to Nation-

al Tw‘easury (133,617,037) =
Surpﬂus/deﬁcit for

the year) NIL (229,629,210)
Bal ¢/forward 2,380,000 135,997,037

NOTE: Bank Account was closed by CBK and the amount transferred to The National Treasury

S#)ecial De[iosit Accounts

The balances in the Project’s Special Deposit Account(s) as at 30" June 2019 are not included in the State-
ment of Financial Assets since they are below the line items and are yet to be drawn into the Exchequer Ac-
count as a voted provision.
Below isJ he Special Deposit Account (SDA) movement schedule, which shows the flow of funds that were
voted in ﬂg-ne year. These funds have been reported as loans/grants received in the year under the Statement of
Receipts and Payments.

Special Deposit Accounts Movement Schedule

2019/2020 2018/2019
KShs KShs

i) A/CName [A/c No 02120134337900...]
Dpening balance - -
Total amount deposited in the account - -
Total amount withdrawn (as per Statement of Receipts & Payments) - -

Closing balance (as per SDA bank account reconciliation attached)

ii) A/c Name [A/c No...... ]
Dpening balance (as per the SDA reconciliation) - -
['otal amount deposited in the account - -

['otal amount withdrawn (as per Statement of Receipts & Payments) - -

Closing bﬁlance (as per SDA bank account reconciliation attached)

THe Special Deposit Account(s) reconciliation statement(s) has (have) been attached as Appendix iv support these
clgsing balances.

11
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EX 3 - SUMMARY OF FIXED ASSET REGISTER

YA HEALTH SECTOR SUPPORT PROJECT-EMMS/KEMSA COMPONENT
rts and Financial Statements
ial year ended June 30, 2019

Assel

E class

Opening Cost
(KShs)
2017/18

*Purchases/Additions
in the Year
(KShs)
2018/19

**Disposals in the
Year
(KShs)
2018/19

Closing Cost
(KShs)
2019

(@)

(b)

(©)

(@)= @)+ (b)-(¢)

Land

Build

ings and structures

Trans

port equipment

Offic
ture

g equipmjnt, furni-
nd fittings

ICT I
ware
sets

unipmenq, Soft-
and Other ICT As-

Other

Equipment

Machinery and

Herit
asset

ge and cultural
\

|

Intan

pible assets

Total

N
1

17
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