REPUBLIC OF KENYA

- —

AT 1 D N _~
N 3 A R 20;\) mwﬂ‘lé

50 e IEADER GeTHe ‘DF
E N\A;(oarm BT
| ‘Lﬂ—en mmm (Ckunquj

\;nsl fo) X we
'""“5%1';5R-GENERAL

ON

GLOBAL FUND - TO CONTRIBUTE TO
ACHIEVING VISION 2030 THROUGH
UNIVERSAL ACCESS TO COMPREHENSIVE
HIV PREVENTION, TREATMENT AND CARE
(NFM 2) PROGRAM - KEN-H-TNT, GA 1547

FOR THE YEAR ENDED
30 JUNE, 2022

THE NATIONAL TREASURY



TO CONTRIBUTE TO ACHIEVING VISION 2030 THROUGH UNIVERSAL ACCESS
TO COMPREHENSIVE HIV PREVENTION, TREATMENT AND CARE.

IMPLEMENTING ENTITY: THE NATIONAL TREASURY

PROJECT GRANT/CREDIT NUMBER: KEN-H-TNT, GA 1547

%

ANNUAL REPORT AND FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED

30™ JUNE, 2022

%



To Contribute to achieving Vision 2030 through universal access to comprehensive HIV

prevention, treatment and care
Annual Report and Financial Statements for the financial year ended 30" June, 2022

1



To Contribute to achieving Vision 2030 through universal access to comprehensive HIV
prevention, treatment and care
Annual Report and Financial Statements for the financial year ended 30" June, 2022

Table Contents

1.

SR e oo o NN

— e
LW = O

Project Information and Overall Performance......................cccocoouevoeeioieiee oo iv
Statement of Performance against Project’s Predetermined Objectives...............ocovvvevccorersrereerernnn, XV
Environmental and Sustainability repOrting .................oovoviuivivieieeeeeeeeesee oo, XX
Statement of Project Management reSponsibilities. .................ovvvieiviueeeieeeeeeeeeee oo, XX
Report of the Independent Auditor On (228 PFOJECE)..............c.cocoeueueoeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee v, XXiii
Statement of Receipts and Payments for the year ended 30th June 2022............cccocoveemvcooreeeereeeenn. 1
Statement of Financial Assets as at 30M June 2022 ...........c.cooouiieieeieieeeeeeeeeee oo 3
Statement of Cashflow for the year ended 30" June 2022 .............coouieomeeeeieeeeeeceeeeeeeeeeeeee e, 4
Statement of Comparison of Budget and Actual amounts for the year ended 30" June 2022 ................ 5
Significant AcCoUNting POIICIES .......c.c.iuiuriririiiriiiii et 6
Notes to the Financial StatemMeEnts .............ooooviiiiiiuiiiiieececececeeeeeeeee e e 9
ADIPCTCEIOE oo s S S TN bbb e s S i i oo 24

il



To Contribute to achieving Vision 2030 through universal access to comprehensive HIV

prevention, treatment and care
Annual Report and Financial Statements for the financial year ended 30" June, 2022

1. Project Information and Overall Performance

1.1

Name and registered office

Name

The project’s official name is Global Fund Kenya,

Objective
The key objective of the project is,

Address

The project headquarters offices are in Nairobi, Nairobi County, Kenya.

The address of its registered office is:

The National Treasury
Treasury Building, 11th Floor
Harambee Avenue

P.O Box 30007-00100
Nairobi

Contacts: The following are the project contacts
P.O. Box 30007-00100

Telephone: (254) (020)2252299

E-mail: info@teasury.go.ke

Website: www.treasury.go.ke
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Project information and overall performance (continued)

1.2 Project Information
Project Start Date: The project start date is 01-01-2018
Project End Date: The project end date is 30-06-2021
Project Manager: The project manager is Mr. Stephen Irungu Muiruri
Project Sponsor: The project sponsor is Global Fund
1.3 Project Overview
Line Ministry/State | The project is under the supervision of the National Treasury

Department of the project

Project number KEN-H-TNT No.1547

Strategic goals of the project | The strategic goals of the project are as follows:
(1) To contribute to achieving vision 2030 through
universal access to comprehensive prevention, treatment

and care.

Achievement of strategic | The project management aims to achieve the goals through the
goals following means: =

(i) Leverage on synergies, integration and provision of
continuum prevention and treatment services.

(i1) Use of programmatic approaches through combination of
interventions among key populations and high burden
geographies, adoption of differentiated care services
delivery for HIV in order to increase uptake of HIV
services and retention of people living with HIV in the
program.

(iii) Adoption of the 90,90,90 global targets that allows
monitoring of viral loads suppression among people
living with HIV (PLHIV) on ART.

(iv) Use of RSSH strategies which aims at
strengthening PSM for healthcare products under the
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devolved system of government.

Other important background

information of the project

The project commenced on 1* January 2018 and is set to end on
30" June 2021. The total grant size is USD$.90,295,822

equivalent to Kshs.20,407,323,951.28

Current situation that the
project was formed to

intervene

The project was formed to intervene in the following areas:
(i) HIV/AIDS prevention
(ii) HIV/AIDS identification, treatment, care and support

(iii)Achievement of the Big Four Agenda on universal

healthcare

Project duration

The project started on 1st July 2018 and is expected to run until
30 June 2021. The grace period was 31° March, 2022.
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Project Information and Overall Performance (Continued)

14

Bankers

The following are the bankers for the current year:

il

Co-operative Bank
Parliament Road

P.O. Box 5772-00200
NAIROBI, KENYA

Stanbic Bank
Waiyaki Way, Westlands
Nairobi

1.5 Auditors

The project is audited by the Office of the Auditor General-Kenya

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 1nvolved with the prOJect Also,

N

record their role, their positions, and their contact information.

Dr Julius | Principal Secretary PhD,CPA(K),CPS(K) Accounting Officer
Muia, PhD, | National Treasury

CBS

Stephen L. Director, MA ECONOMETRIC, BA(Econ) Current

Muiruri Planning Coordinator

Feisal A. Assistant MSc Comparative Political Deputy Global

vii
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Mohamed Director Economics, BSc Financial Fund Coordinator
Mathematics

Anthony Program  Officer- Bachelor in Environmental Health Malaria

Miiru Malaria Programme Officer

Dr Kimuu | Senior Program | MBChB, MSC, DLSHTM, DQHC& Senior Programme

Peter Officer-TB DITMEH Officer

Dr Clare | Pharmacist MPH, B. Pharmacy, Higher Dip in Pharmacist

Obonyo MIS

Simon Kibia | Senior Finance BA(Econ), CPA(K) Senior Finance
Officer

Officer-Malaria

Cornelius Finance Officer-TB EXECUTIVE MBA, BCOM, Finance Officer TB
Muthiani CPA(K)

Catherine Finance Officer - MSC(FIN), BCOM (FIN), CPA(K), Finance Officer
A.Maneno HIV DIP IN ACCTS. HIV

Fridah Accounts Assistant BA, CPA(K) Accounts Assistant
K.Matumo

Teresa Internal  Auditor- BCOM(FIN) CPA SEC4 Internal Auditor

W Kariuki TB

Kennedy Principal Internal MBA, BA(ANTHROPOLOGY), Internal Auditor in
Kithuka Auditor CPA FINALIST charge

Michael  C. | Principci BCOM (FINANCE), CPA (K), Accountant-in-
Mukanzi Accountant CIFA charge

Nancy Principal Internal CPA(K) Principal

Mbogo Auditor Internal Auditor
Ronald Accountant II BCOM (FINANCE), CPA (K) In-charge of
Otsola Examination

section
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1.7 Funding summary

The Project is for duration of three (3) years from 2018 to 2021 with an approved budget of
US$.190,295,815.94 equivalent to Kshs.20,407,323,951.28. The Project is being
implemented by National Treasury (Principal Recipient), NASCOP and NACC. However,
we will only be reporting on Principal Recipient’s funding of US$.157,568,016 equivalent
to KShs.16,897,594,035.84 as highlighted in the table below:

ix
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Project information and overall performance (continued)
1.8 Summary of Overall Project Performance:

i) Performance of current
Budget Actual % absorption
12,297,591,685 10,918,124,580 89%

Performance of cumulative
15,672,979,332 10,918,124,580 70%

ii) Physical progress

Outcome -HIV O-1(M): Percentage of adults and children with HIV, known to be on
treatment 12 months after initiation of antiretroviral therapy — Baseline 82% - Target 90.00%

Outcome-HIV O-12: Percentage of people living with HIV and on ART who are virological
suppressed (among all those currently on treatment who received a VL. measurement
regardless of when they started ART)- 83%- 90.00%

Outcome-HIV O-5(M): Percentage of sex workers reporting the use of a condom with their
most recent client- 66.1%-70%

Outcome -HIV O-12: Percentage of people living with HIV and on ART who are virological
suppressed (among all those currently on treatment who received a VL measurement
regardless of when they started ART)- 83%- 90.00%

ii) Comment on value for money achievement

Substantial funding gaps exist in global plans for HIV/AIDS, TB, and malaria to end the
epidemics by 2030. VIM is therefore imperative for maximizing available limited resources
to support the achievement of Universal Health Coverage (UHC) and the health-related
Sustainable Development Goal 3 (SDG3).

Achievements.

Economy: to obtain the lowest costs for quality inputs required to produce quality preventive
or curative health services.
Effectiveness: to invest in the most impactful interventions that generate intended effects.

Efficiency: to maximize outputs, outcomes and impact for a given level of resources.

Xil
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Equity: to ensure everyone has a fair opportunity to attain the full potential for health and
wellbeing, with no person disadvantaged due to social, economic, demographic or
geographic differences.

Sustainability3: to enable a health program or country to maintain and scale up coverage to a
level that will provide for continued control of a public health problem.

Targeting programs based on disease epidemiology and existing human rights and gender
related barriers, selecting the most effective health interventions for the given context,
measuring results and using data to improve outcomes.

* Planning procurements efficiently and effectively, obtaining good quality and the right mix
of

health products at or near international pooled procurement prices, with minimal stock outs
of key health products, even in remote areas.

* Using, investing in, developing and strengthening country systems to deliver Global Fund
supported services as the expected default position. This is critical for sustainability.
Exceptions should be clearly justified. Countries are strongly recommended to shift from
established parallel to country-owned systems and improve their efficiency, which will take
time. Processes and investments related to this needs to be clearly laid out.

* Strengthening national health-financing leadership, governance and organizational capacity
to accelerate the achievement of UHC and SDG3. Mobilizing sufficient resources to

achieve interventicn coverages high enough to change disease trajectories, improving
resource tracking and avoiding duplication of donor funding.

* Enhancing financial management and service provision systems in settings where
absorptive capacity remains a key challenge, to increase the country’s capacity to use

funds effectively and efficiently.

* Investing in institutional development to promote policy formulation that underpins VM.
For

example, to facilitate health care system reform as a means to remove duplications of
parallel systems and promote integration; to adopt new laws to remove legal barriers for

key and vulnerable populations to access services, as well as to strengthen the enabling

environment to address harmful gender norms and social inequity.

Xiil
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iii) Absorption Rate each year
2018-2019-74%
2019-2020-75%
2020-2021-66%

iv) List the implementation challenges and recommended way forward

Challenges
1) Delayed delivery of commodities some suppliers citing shortage of active

pharmaceutical ingredients.
2) Delayed submission and approval of list of health products that was affected by

WHO guidelines on ART treatment

3) Delayed provision of general tax exemption since all GF commodities are tax

exempt.
4) Covid 19 Pandemic which affected importation as most countries closed the

borders.

Way Forward

1) Engagement with the Tax exemption dept. to understand the changing guidelines

2) Working closely with the programs to ensure list of health products is submitted

immediately grants are signed.

1.9 Summary of Project Compliance:

The project generally complied with all the country’s laws and regulations.

X1V
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2. Statement of Performance against Project’s Predetermined Objectives

Objectives of the project as per the program agreement.

a) Reduce new HIV infections by 75%
b) Reduce AIDS related mortality by 25%
Introduction

Section 81 (2) (f) of the Public Finance Management Act, 2012 requires that, at the end of
each financial year, the Accounting Officer when preparing financial statements of each
National Government entity in accordance with the standards and formats prescribed by
the Public Sector Accounting Standards Board includes a statement of the national
government entity’s performance against predetermined objectives.

The key development objectives of the project’s agreement/ plan are to:

a. Reduce new HIV infections by 75%
b. Reduce AIDS related mortality by 25%

Progress on attainment of Strategic development objectives

For purposes of implementing and cascading the above development objectives to specific
sectors, all the development objectives were made specific, meé{surable, achievable,
realistic and time-bund (SMART) and converted into development outcomes. Attendant

indicators were identified for reasons of tracking progress and performance measurement:

Below we provide the progress on attaining the stated objectives:

Global Fund Reduce HIV Reduce the Number of new | The number of
: : o
ggﬁfﬁr}ﬁn VUECHoREi St number of new HIV infections new HIV

HIV infection per 1000 infections per

XV
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Increase the uninfected 1000 of
proportion of population uninfected
people living Percentage of population has
with people living reduced from
HIV(PLHIV) on | with HIV 1.83 in 2015 to
anti-retroviral currently 0.899 by
drugs (ARVs) receiving December 2019
antiretroviral In June 2019
therapy there were
1,110,411
PLHIV on ART,
representing

91% while in
June 2020, the
number of
PLHIV gbh-on
ART increased
to 1,191,026
representing
94%
achievement.
Within the year
there was an

improvement of

3%.
Reduce aids Reduce AIDS Number of The Number of
related mortality related mortality
by 25% among PLEIV AIDS related AIDS Related
deaths per deaths per
100,000 100,000

XVi
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population

Population
decreased from
81.361n 2015 to
44.151n 2019.

Progress on attainment of strategic development objectives

For purposes of implementing and cascading the above development objectives to specific

sectors, all the development objectives were made specific, measurable, achievable,

realistic and time-bund (SMART) and converted into development outcomes. Attendant

indicators were identified for reasons of tracking progress and performance measurement:

XVil
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Below we provide the progress on attaining the stated objectives:

grant (KEN-H-
TNT)

infections by

75%

number of new
HIV infection
Increase the

proportion of

-1 people living

with
HIV(PLHIV) on
anti-retroviral

drugs (ARVs)

Public Works, To develop and | Increased % of motorable | In FY 21/22 we
Roads & maintain roads efficient and passable increased
Transport and storm water | transportation of | roads within the | motorable and
drainage to people, goods city passable roads by
global standards | and services xx% the
following roads
were upgraded
Global Fund HIV | Reduce HIV Reduce the Number of new | The number of

HIV infections
per 1000
uninfected
population
Percentage of
people living
with HIV
currently
receiving
antiretroviral

therapy

new HIV
infections per
1000 of
uninfected
population has
reduced from
1.83 in 2015 to
0.899 by
December 2019
In June 2019
there were
1,110,411
PLHIV on ART,
representing 91%

while in June

XVvilii
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2020, the number
of PLHIV gbh-
on ART
increased to
1,191,026
representing 94%
achievement.
Within the year
there was an
improvement of

3%.

Reduce aids Reduce AIDS Number of AIDS | The Number of
related mortality | related mortality | related deaths per | AIDS Related
by 25% among PLHIV 100,000 deaths per
population 100,000
Population

decreased from
81.36in 2015 to
44.151n 2019.

X1X
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3. Environmental and Sustainability reporting
Global Fund exists to transform lives. This is our purpose; the driving force behind
everything we do.
The Global Fund program support HIV programming in Kenya and approximately 80% of
the allocated funds are for procurement of various commodities i.e., Anti-retroviral drugs,
Pre-Exposure prophylaxis (PrEP), HIV test kits, Condoms, Nutritional supplements, drugs
for STI, Cervical cancer screening reagents among other. The procurement of these
commodities is through KEMSA.
The commodities are administered to prevent new HIV infections and reduce viral load to
reduce transmission from one person to another. Since the HIV affects the immune system,
people living with HIV are predisposed to opportunistic infection; the support is also to
ensure that there is early diagnosis of opportunistic infection and treatment to avert death.
Currently there are more than 1 million people living with HIV on Anti-retroviral drugs.
This includes adult, children and adolescent living with HIV. The Global Fund plays an
important role to ensure availability of this medication. In addition, the Government of
Kenya through co-financing mechanism and PEPFAR also play a critical role. For
discordant Couples and those at risk of acquiring HIV, Pre-Exposure prophylaxis is
provided to prevent HIV infection.

Since the Global Fund is a donor, the support provided to PLHIV is free.

4. Statement of Project Management responsibilities

The Principal Secretary for the National Treasury and the Coordinator Global Fund
Kenya 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 (period) ended on June 30, 2021.
This responsibility includes (i) Maintaining 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

XX
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time the financial position of the project; (iii)Designing, implementing and maintaining
internal controls relevant to the preparation and fair presentation of the financial statement,
and ensuring that they are free from material misstatements, whether due to error or
fraud;(iv) safeguarding the assets of the project; (v)Selecting and applymg appropriate
accounting policies; and (v)Making accounting estimates that are reasonable in the

circumstances.

The Principal Secretary for the National Treasury and the Coordinator for Global Fund
Kenya accept responsibility for the Project’s financial statements, which have been prepared
on the Cash Basis Method of Financial Reporting, using appropriate accounting policies in

accordance with International Public Sector Accounting Standards.

The Principal Secretary for the National Treasury and the Coordinator Global Fund Kenya
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/period ended June 30, 2021, and of the
Project’s financial position as at that date. The Principal Secretary for National Treasury and
the Coordinator for Global Fund Ken ya further confirm the completeness of the accounting
records maintained for the Project, which have been relied upon in the preparation of the

Project financial statements as well as the adequacy of the systems of internal financial

¢ontrol.

The Principal Secretary for the National Treasury and the Coordinator for Global Fund
Kenya 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/period under audit were used for the eligible purposes for which they were

intended and were properly accounted for.

Approval of the Project Financial Statements

XX1
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The Project financial statements were approved by the Principal Secretary for the National

Treasury and the Project Coordinator for Global Fund Project on 30" September, 2022 and

signed by them.
7 /7'
........................... ¥l IR AN AN .
CgsJulius Buga, KD Stephen Muiruri Michael C. Mukanzi
Principal Secretary Project Coordinator ICPAK Member No:17538

Project Accountant
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HEADQUARTERS
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Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON GLOBAL FUND - TO CONTRIBUTE TO
ACHIEVING VISION 2030 THROUGH UNIVERSAL ACCESS TO COMPREHENSIVE
HIV PREVENTION, TREATMENT AND CARE (NFM 2) PROGRAM - KEN-H-TNT, GA
1547 FOR THE YEAR ENDED 30 JUNE, 2022 - THE NATIONAL TREASURY

PREAMBLE
| draw your attention to the contents of my report which is in three parts:

A. Report on the Financial Statements that considers whether the financial statements
are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

B. Report on Lawfulness and Effectiveness in Use of Public Resources which considers
compliance with applicable laws, regulations, policies, gazette notices, circulars,
guidelines and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and accountable manner to ensure Government
achieves value for money and that such funds are applied for the intended purpose.

C. Report on Effectiveness of Internal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, the risk
management environment and the internal controls developed and implemented by
those charged with governance for orderly, efficient and effective operations of the
entity.

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations, and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts
of the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Global Fund - To Contribute to
Achieving Vision 2030 Through Universal Access to Comprehensive HIV Prevention,

Report of the Auditor-General on Global Fund -To Contribute to Achieving Vision 2030 Through Universal Access
to Comprehensive HIV Prevention, Treatment and Care (NFM 2) Program - KEN-H-TNT, GA 1547 for the year ended
30 June, 2022 - The National Treasury



Treatment and Care (NFM 2) Program set out on pages 1 to 22, which comprise of the
statement of financial assets as at 30 June, 2022, and the statement of receipts and
payments, statement of cash flows and statement of comparison of 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 effects of the matter 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 Global Fund - To Contribute to Achieving Vision
2030 Through Universal Access to Comprehensive HIV Prevention, Treatment and Care
Program (NFM 2) as at 30 June, 2022, and 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 Grant Agreement No. KEN-H-TNT, GA
1547 dated 15 December, 2017 between the Global Fund and The National Treasury of
the Republic of Kenya and the Public Finance Management Act, 2012.

In addition, the special account statement presents fairly, transactions for the year, and
the closing balance has been reconciled with the books of account.

Basis for Qualified Opinion
Unsupported Expenditure - Counterpart Funding

As previously reported, the statement of receipts and payments reflects comparative
balance for transfer from Government entities (Counterpart funding) of
Kshs.1,840,254,274 for the year ended 30 June, 2021 and cumulative to-date from
inception balance of Kshs.3,454,700,355. However, Management has not analyzed the
expenditure to indicate how the balance has been built up since the inception of the
Program. Further, although the amount had previously been omitted in the audited
financial statements for previous years, the balances had not been marked as restated
in the face of the financial statements.

In the circumstances, the accuracy and completeness of the reported cumulative transfer
from Government entities of Kshs.3,454,700,355 could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the Global Fund - To Contribute to Achieving
Vision 2030 Through Universal Access to Comprehensive HIV Prevention, Treatment
and Care (NFM 2) Program Management in accordance with ISSAI 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.

Report of the Auditor-General on Global Fund -To Contribute to Achieving Vision 2030 Through Universal Access
to Comprehensive HIV Prevention, Treatment and Care (NFM 2) Program - KEN-H-TNT, GA 1547 for the year ended
30 June, 2022 - The National Treasury
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Key Audit Matters

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

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, | confirm that, nothing 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

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 standar¢
requires that | plan and perform the audit to obtain assurance about whether effect?
processes and systems of internal control, risk management and governance v
operating effectively, in all material respects. | believe that the audit evidence ’
obtained is sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
As required by the Global Fund, | report based on my audit that:

i. | have obtained all the information and explanations which, t
knowledge and belief, were necessary for the purpose of the ay

<5
i. —In my opinion, adequate accounting records have been kep*
as appears from the examination of those records; and,

Report of the Auditor-General on Global Fund -To Contribute to Achieving "
to Comprehensive HIV Prevention, Treatment and Care (NFM 2) Program -
30 June, 2022 - The National Treasury
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iii. The Program’s 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 overall governance.

In preparing the financial statements, Management is responsible for assessing the
Program’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 Program 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 Program’s financial
reporting process, reviewing the effectiveness of how Management 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 overall
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
*f assurance, but is not a guarantee that an audit conducted in accordance with ISSAls
il always detect a material misstatement and weakness when it exists. Misstatements
0 arise from fraud or error and are considered material if, individually or in the
egate, they could reasonably be expected to influence the economic decisions of
taken on the basis of these financial statements.

ition to the audit of the financial statements, a compliance audit is planned and
d to express a conclusion about whether, in all material respects, the activities,

Auditor-General on Global Fund -To Contribute to Achieving Vision 2030 Through Universal Access
ive HIV Prevention, Treatment and Care (NFM 2) Program - KEN-H-TNT, GA 1547 for the year ended

The National Treasury
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financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied
in an effective way, 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 overall 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 ISSAIs. 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 noncompliance. 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:

o 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 Program’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
Program to cease to continue to sustain its services.

Report of the Auditor-General on Global Fund -To Contribute to Achieving Vision 2030 Through Universal Access
to Comprehensive HIV Prevention, Treatment and Care (NFM 2) Program - KEN-H-TNT, GA 1547 for the year ended
30 June, 2022 - The National Treasury
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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.

e Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Program 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
cmm#és, CBS

AUDITOR-GENERAL

Nairobi

25 November, 2022

Report of the Auditor-General on Global Fund -To Contribute to Achieving Vision 2030 Through Universal Access
to Comprehensive HIV Prevention, Treatment and Care (NFM 2) Program - KEN-H-TNT, GA 1547 for the year ended
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To Contribute to Achieving Vision 2030 Through Universal Access to Comprehensive HIV

Prevention, Treatment and Care

Annual Report and Financial Statements for the financial year ended 30" June, 2022

7. Statement of Financial Assets as at 30™ June 2022

Fund Balance B/fwd.

Description Note 2021-2022 2020-2021
Kshs Kshs

Financial Assets
Cash and Cash equivalents
Bank Balances 11.A 36,061,511
Total Cash and Cash equivalents 36,061,511
Total Financial Assets 36,061,511
Net Assets 36,061,511
Represented By

11 36,061,511 71,755,598

Surplus/(Deficit) for the Year

(36,061,511)

(35,694,087)

Net Financial Position

36,061,511

The accounting policies and explanatory notes to these financial statements form an integral part
of the financial statemexts The financial statements were approved on 30" September, 2022 and

signed by:

X ? R,

.......1 ooooooooooo veeo vy 00 Teecsccece

pr-ddlius Muia, PhD, CBS  Stephen I. Muiruri

Principal Secretary

Project Coordinator

| Michael C. Mukanzi
ICPAK Member No:17538
Project Accountant




To Contribute to achieving Vision 2030 through universal access to comprehensive HIV

prevention, treatment and care
Annual Report and Financial Statements for the financial year ended 30" June, 2022

8. Statement of Cashflow for the year ended 30™ June 2022

Y AN
Cashflow from operating activities
Receipts
Transfer from government (CPF) 1 1,840,254,274
Proceeds from domestic and foreign grants 2 3,763,454,033 | 9,041,280,199
Miscellaneous receipts (Interest) 3 896,020
Total receipts 3,763,454,033 | 10,882,430,493
Payments
Compensation of employees 4 1,478,383 18,575,386
Purchase of goods and services 5 3,050,064,120 | 9,013,176,277
Social security benefits 6 5,259,782
Acquisition of non-financial assets il 49,121,580
Refund for Warehouse construction (KEMSA) 8 331,623,202
Other capital grants and payments (CPF) g 1,840,254,274
Non-Profit Non-Governmental Organizations 10 331,166,748 40,858,861
Transfer to INEFM 3 bank account £ 36,061,511
Total Payments 3,799,515,544 | 10,918,124,580
Net cash flow from operating activities (36,061,511) (35,694,087)
Cash and cash equivalent at beginning of the year | 11 36,061,511 71,755,598
Cash and cash equivalent at end of the year - 36,061,511

The accounting policies and explanatory notes to these financial statements form an integral part
of the financial statements. The entity financial statements were approved on 30" September,

2022 and signed by: .

NS

iy gsivaaad o sl § e 56 S

ulius Muia, PhD, CBS Ste[;hen I. Muiruri Michael C. Mukanzi
Principal Secretary Project Coordinator Project Accountant
ICPAK Member No:17538
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To Contribute to achieving Vision 2030 through universal access to comprehensive HIV
prevention, treatment and care
Annual Report and Financial Statements for the financial year ended 30" June, 2022

10. Significant Accounting Policies
The principal accounting policies adopted in the preparation of these financial statements
are set out below:
10.1 Statement of compliance and basis of preparation
The financial statements have been prepared in accordance with Cash-basis IPSAS
financial reporting under the cash basis of accounting, as prescribed by the PSASB and set
out in the accounting policy note below. This cash basis of accounting has been
supplemented with accounting for; a) receivables that include imprests and salary advances
and b) payables that include deposits and retentions. The financial statements comply with
and conform to the form of presentation prescribed by the PSASB.
The accounting policies adopted have been consistently applied to all the years presented.
10.2 Reporting entity
The financial statements are for HIV Grant Global Fund under the National Treasury. The
financial statements are for the reporting entity Global Fund Unit as required by Section 81
of the PFM Act, 2012 .
10.3 Reporting currency
The financial statements are presented in Kenya Shillings (Kshs), which is the functional
and reporting currency of the Project and all values are rounded to the nearest Kenya
Shilling.
10.4 Recognition of receipts..
Global Fund Unit recognises all receipts from the various sources when the event occurs,
and the related cash has actually been received.
i) Transfers from the Exchequer
Transfer from Exchequer is recognized in the books of accounts when cash is received.
Cash is considered as received when payment instruction is issued to the bank and
notified to the receiving entity.
ii) External Assistance
External assistance is monies received through grants and loans from multilateral and

bilateral development partners.



To Contribute to achieving Vision 2030 through universal access to comprehensive HIV
prevention, treatment and care
Annual Report and Financial Statements for the financial year ended 30" June, 2022

Significant Accounting Policies (Continued)

10.5 Recognition of payments
The Project recognises all payments when the event occurs, and the related cash has
actually been paid out by the Project.
i) Compensation to employees
Salaries and Wages, Allowances, Statutory Contribution for employees are recognized in

the period when the compensation is paid.

ii)  Use of goods and services
Goods and services are recognized as payments in the period when the goods/services are
consumed and paid for. If not paid for during the period where goods/services are

consumed, they shall be disclosed as pending bills.

Significant Accounting Policies (Continued)

10.6 Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on
call and highly liquid investments 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 officers and/or institutions which

were not surrendered or accounted for at the end of the financial year.

Significant Accounting Policies (Continued
i) It is not probable that an outflow of resources embodying economic benefits or
service potential will be required to settle the obligation; or

ii) The amount of the obligation cannot be measured with sufficient reliability.



To Contribute to achieving Vision 2030 through universal access to comprehensive HIV
prevention, treatment and care
Annual Report and Financial Statements for the financial year ended 30™ June, 2022

Some of contingent liabilities may arise from: litigation in progress, guarantees,
indemnities. Letters of comfort/ support, insurance, Public Private Partnerships,

The Entity does not recognize a contingent liability but discloses details of any
contingencies in the notes to the financial statements unless the possibility of an outflow of
resources embodying economic benefits or service potential is remote.

Annex 5 of this financial statement is a register of the contingent liabilities in the year.

10.7 Budget
The budget is developed on a comparable accounting basis (cash basis), the same accounts
classification basis (except for accounts receivable - outstanding imprest and clearance
accounts and accounts payable - deposits, which are accounted for on an accrual basis),
and for the same period as the financial statements. The Project’s budget was approved as
required by Law and National Treasury Regulations, as well as by the participating
development partners, as detailed in the Government of Kenya Budget Printed Estimates
for the year. The Development Projects are budgeted for under the MDAs but receive
budgeted funds as transfers and account for them separately. These transfers are recognised
as inter-entity transfers and are eliminated upon consolidation. A high-level assessment of
the Project’s actual performance against the comparable budget for the financial

year/period under review has been included in an annex to these financial statements.

10.8 Comparative figures
Where necessary comparative figures for the previous financial year/period have been

amended or reconfigured to conform to the required changes in financial statement

presentation.



To Contribute to achieving Vision 2030 through universal access to comprehensive HIV

prevention, treatment and care

Annual Report and Financial Statements for the financial year ended 30" June, 2022

11. Notes to the Financial Statements

1.

2021-2022

Transfers from Government entities (GoK Counterpart Funds)

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

2020-2021

Counterpart funding through National

Treasury
Counterpart funds total

1,840,254,274

3,454,700,355

Total (See Annex 2)

1,840,254,274

3,454,700,355

During the year under review, the Programmed did not budget for any counterpart funds

as the cycle came to an end on 30" June, 2021.
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To Contribute to Achieving Vision 2030 Through Universal Access to Comprehensive HIV

Prevention, Treatment and Care

Annual Report and Financial Statements for the financial year ended 30" June, 2022

Notes to the Financial Statements (Continued)

11. A Bank Accounts

Project Bank Accounts

Local Currency Accounts

Co-operative Bank of Kenya [A/c N0.01141199190700] 36,061,511
Total Local Currency balances 36,061,511
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A . " To Contribute to Achieving Vision 2030 Through Universal Access to Comprehensive HIV Prevention,
' Treatment and Care

nnual Report and Financial Statements for the financial year ended 30™ June, 2022
Notes to the Financial Statements (Continued)

Special Deposit Accounts

The balances in the Project’s Special Deposit Account(s) as at 30" June 2022 are not included in the
Statement of Financial Assets since they are below the line items and are yet to be drawn into the Exchequer
Account as a voted provision.

Below is the Special Deposit Account (SDA) movement Schedule which shows the flow of funds that were

voted in the 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

(i)
Opening balance 1,170,015.19 | 62,153,382.38

A/C Name [A/c No.100005345248] CFC Stanbic

Total amount deposited in the account 96,271,887.03 19,952,391.37

Total amount withdrawn (as per Statement of Receipts & Payments) 78.096,907.29 | 80,935,758.56

Closing balance (as per SDA bank account reconciliation attached) 19,344,994.93 1,170,015.19
(ii) A/c Name [A/c No.100000489128] CFC Stanbic

Opening balance (as per the SDA reconciliation) 6,558,142.83

Total amount deposited in the account 265,961.92

Total amount withdrawn (as per Statement of Receipts & Payments) 6,761,604.75

62,500.00

Closing balance (as per SDA bank account recenciliation attached)
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To Contribute to Achieving Vision 2030 Through Universal Access to Comprehensive HIV

Prevention, Treatment and Care

Annual Report and Financial Statements for the financial year ended 30" June, 2022

Notes to the Financial Statements (Continued)

12.Fund Balance Brought Forward

Bank accounts

36,061,511

71,755,598

Total

36,061,511

71,755,598
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THE NATIONAL TREASURY
GLOBAL FUND PROGRAM
HIV GRANT NO. KEN-H-TNT, NFM 2.

Annex2: Financial Statements cash basis and
commitments reconciliation

Annex 2: Financial Statements cash basis and commitments reconciliation, June 2022
National Treasury, Kenya Page 01
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HIV GRANT NO KEN-H-TNT GA 1547 (NFM3)

STATEMENT OF SPECIAL (DESIGNATED ACCOUNT RECONCILIATION

FOR THE YEAR ENDED 30TH JUNE 2022

PART B: ACCOUNTS RECONCILIATION STATEMENT
Credit No. KKEN-H-TNT GA 1547

Bank Account No. 100005345248

NOTES:
1 Amount advanced by Global fund

TNT-PR
MOPHS-NASCOP
MOSP-NACC

LESS
2 Total Amount Accounted for

3 Outstanding Amount advanced to Special Account
Represented by

4 Ending Special Account Balance at 30th June 2022

5 Amount Claimed but not credited at 30th June 2022

6 Amount withdrawn but not claimed as at 30.06.2022
7 Service Charges if not included in 5 and 6 above

8 Interest Earning if not included in special account
9 Total advance to special account Year ended 30th June 2022
Descrepancy between total appearing in lines 3 and 9

K bece

AUTHORIZED REPRESENTATIVE
RESOURCE MOBILIZATION DEPARTMENT-TREASURY

usbD
63,298,202.57

56,542,662.34
5,266,846.68
1,488,693.55

39,839,336.68

23,458,865.89

19,344,994.93

4,113,870.96

23,458,865.82

DATE 194-08§.2¢c22



HIV GRANT NO KEN-H-TNT GA 1547 (NFMm2)

STATEMENT OF SPECIAL (DESIGNATED ACCOUNT RECONCILIATION
FOR THE YEAR ENDED 30TH JUNE 2022

PART B: ACCOUNTS RECONCILIATION STATEMENT

Credit No. KKEN-H-TNT GA 1547

Bank Account No. 100005345248

NOTES:
1 Amount advanced by Global fund

TNT-PR 144,596,364.74
MOPHS-NASCOP 21,947,010.32
MOSP-NACC 3,750,608.42
LESS

2 Total Amount Accounted for
3 Outstanding Amount advanced to Special Account
4 Ending Special Account Balance at 30th June 2022

5 Amount Claimed but not credited at 30th June 2022

& Amount withdrawn but not Accounted for to GF

7 Service Charges if not included in 5 and 6 above

8 Interest Earning if not included in special account

9 Total advance to special account Year ended 30th June 2022

Descrepancy between total appearing in lines 3 and 9
e

AUTHORIZED REPRESENTATIVE
RESOURCE MOBILIZATION DEPARTMENT-TREASURY

usD
170,188,104.96

165,941,710.83

4,246,394.13

4,246,394.13

DATE (9 -0€ -2027%



SPECIAL ACCOUNT STATEMENT

For period ending 30TH JUNE, 2022

Account No. 0100005345248

Depository Bank STANBIC BANK-NAIROBI
Address WAIYAKI WAY, WESTLANDS,NAIROBI.
Related Loan HIV GRANT NO KEN-H-TNT GA 1547-MAIN

Credit Agreement NO. 4568-KE
Currency usbD

Account Activity

Beginning balance of 1ST July, 2021
as per C.B.K. Ledger Account

Add:
Total Amount deposited by ADB
Total Interest earnings if deposited in account

Total amount refunded to cover ineligible
expenditure

Deduct:
Total amount withdrawn

Totai servics charges if not included above in
amount withdrawn

Ending balance on 30th June,2022

AUTHORISED REPRESENTATIVE SIGNATURE:
CENTRAL BANK OF KENYA

DATE
AUTHORISED REPRESENTATIVE
EXTERNAL RESOURCES SIGNATURE:
DEPARTMENT-TREASURY

DATE

1,170,015.19

96,271,887.03

78,096,907.29

19,344,994.93

N
1

4.

(4L —OF 2022

NOTE:The ending balance as per Central Bank of Kenya Ledger Account and the off-shore
Special Account as at 30th June,2022 have been reconciled and a copy of the supporting

Reconciliation Statement is attached.






CENTRAL BANK OF KENYA - RECONCILIATION

OFF-SHORE A/C NO: ‘100005345248
DETAILS

1.BALANCE AS PER OFFSHORE STATEMENT:
2.ADD DEBITS NOT IN NRB

3.LESS CREDITS NOT IN NRB
4.ADD DEBITS NOT IN OFFSHORE

5.LESS CREDITS NOT IN OFFSHORE
30.06.2022
30.06.2022
30.06.2022
30.06.2022
30.06.2022
30.06.2022

6.BALANCE AS PER CBK LEDGER

Prepared By: SIMIYU T.K. Checked by:

7/
(19,344,994.93) 19,344,994.?3

Approved By: R_L 1

Date: 01.07.2022 Date: ||;HQO‘D.’2 Date: H:!"\".loﬂfl

STATEMENT AS AT : 30.06.2022
G.LA/CNO: 1000375108
HIV GRANT NO KEN-H-TNT GA 1547-MAIN
CURRENCY AMOUNTS REMARKS ACTION TAKEN
usD : 20,293,007.30 |
(7.900.00) PA127987 PAYMENTS
(158,000.00) PA127986 PAYMENTS
(58,468.92) PA127988 PAYMENTS
(686,400.00) PA127984 PAYMENTS
(2,923.45) PA127989 PAYMENTS
(34,320.00) PA127985 PAYMENTS
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N1

HIV NFM 2 TRIAL BALANCES FOR THE FINANCIAL YEAR ENDED 30TH JUNE 2022

OLD GRANT (NFM 2)

DR(KSHS)

CR(KSHS)

Balance B/F

36,061,511.00

Contractual employees

Top-up allowance

1,478,383.00

Telephone

8,100.00

Travel costs

Accommodation

Hire of Training Facilities and Equipment

Tuition fees allowance

Catering services

Group personal Insurance

Motor vehicle insurance

Medical drugs

2,159,784,973.55

Laboratory Materials, Supplies and Small Equipment

469,168,604.33

Food and Rations

Supplies & accessories for computers and printers

Membership Fees

Fuel oil and lubricants

Contracted Professional services

421,102,442.29

Warehouse Construction -KEMSA

331,623,202.28

Bank charges

Interest earning

Routine Maintenance - Vehicles

Maintenance expenses - Motor vehicle

Purchase of Computers, Printers and other IT Equip

33,131,580.00

Purchase of software

15,990,000.00

Transfers to KCM

Procurement Fee

Transfer from NFM 2

Transfer from KEMSA

AMREF Interest Transfer

Transfer to KEMSA

331,166,748.00

Proceeds from domestic and foreign grants

3,763,454,033.45

Balance C/D

36,061,511.00

TOTAL

3,799,515,544.45

3,799,515,544.45







