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1. Acronyms and Glossary of Terms

CBK

ICPAK

IMF

IPSAS

NT

PFM

PSASB

WB
Comparative FY
CPF

KEMSA

Central Bank of Kenya

Institute of Certified Public Accountants of Kenya
International Monetary Fund

International Public Sector Accounting Standards
National Treasury

Public Finance Management.

Public Sector Accounting Standards Board

World Bank

Financial year preceding the current financial year.
Counterpart Funding

Kenya Medical Supplies Authority
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2. Project Information and Overall Performance

2.1 Name and registered office

Name
The project’s official name is To Accelerate the Reduction of TB, Leprosy and Lung

Disease Burden Through Provision of People-centred, Universally Accessible,

Acceptable and Affordable Quality Services in Kenya,

Objective
The key objective of the project is to accelerate the reduction of TB, leprosy and lung

disease burden through provision of people-centred, universally accessible, acceptable

and affordable quality services in Kenya.

Address

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

Contacts: The following are the project contacts
P.O. Box 30007-00100, Nairobi, Kenya.
Telephone: (254) (020) 2252299

E-mail: ps@treasury.go.ke

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

2.2 Project Information
Project Start Date: 01/07/22
Project End Date: 30/06/24

Project Manager:

Mr. Feisal Mohamed Awer

Project Sponsor:

Global Fund

23 Project Overview

Line Ministry/State
Department of the project

The project is under the supervision of the National Treasury.

Project number

KEN-T-TNT No.2067

Strategic goals of the project

The strategic goals of the project are as follows:
(1) To reduce TB deaths by 90% compared to 2015
(i1) To reduce TB incidence rate by 80% compared to
2015
(1i1) To reduce the proportion of people with leprosy
diagnosed with a grade 2 disability to below 5%
(iv) To achieve zero families facing catastrophic costs
due to TB, leprosy or lung disease
(v) To reduce the burden of chronic lung disease by

20% compared to 2015

Summary of Project
Strategies for achievement

of strategic goals

The project management aims to achieve the goals through the
following means:
(1) Closing the gaps along the care continuum to find

and cure all people with TB
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(ii) Implementing  differentiated responses by
counties to address TB in local contexts
(iii) Optimizing the implementation of TB, leprosy
and lung health services within UHC
(iv) Preventing infection, active disease, morbidity
and mortality due to TB, leprosy and lung disease

(v) Promoting and ensuring a patient centered approach that

promotes quality of care.

Other important background

information of the project

None

Areas that the project was

formed to intervene

The project was formed to intervene in the following areas:

(i) TB care and prevention

(i1) Management of Multi-Drug Resistant TB (MDR-TB)

(iii) TB/HIV co-infection

(iv)Resilient and Sustainable Systems for Health (RSSH)
(financial management systems, HMIS/M&E, health
products management, health sector governance and
planning, HRH, integrated serviced delivery and
quality improvement, and laboratory systems

(v) Programme management

Project duration

Three (3) Years
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Project Information and Overall Performance (Continued)

2.4  Bankers
The following are the bankers for the current year:
(i) PROJECT SPECIAL BANK ACCOUNT
Stanbic Bank
Account No.: 0100005345272

(ii) LOCAL ACCOUNT
Cooperative Bank of Kenya
Parliament Road Branch
NAIROBI
Account No.: 01141199190800

2.5 Independent Auditor

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

2.6  Roles and Responsibilities

Dr Chris | Principal ~ Secretary | PhD Finance (International Accounting
Kiptoo, CBS | National Treasury Macroeconomics Finance), Master of
Science (Ag. Economics), Bachelor Officer
of Science (Ag. Economics)
Stephen I. | Director, Planning MA ECONOMETRIC, BA(Econ) Coordinator
Muiruri
Feisal Assistant  Director, | MSc Comparative Political Deputy
Mohamed Financial Sectoral | Economy, BSc Financial .
Awer Affairs Mathematics Coordinator
Anthony Program Officer- | Bachelor in Environmental Health Malaria
Miiru Malaria
Programme
Officer
Dr Kimuu Senior Program | MBChB, MSC, DLSHTM, DQHC& Senior
Officer-TB DTMPH
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Prograame
Officer
Dr Clare | Pharmacist MPH, B. Pharmacy, Higher Dip in Pharmacist
Obonyo MIS
Simon Kibia | Senior Finance | BA(Econ), CPA(K) Senior Finance
Officer-Malaria
Officer
Cornelius Finance Officer-TB EXECUTIVE MBA, BCOM, Finance Officer
Muthiani CPA(K)
B
Catherine Finance Officer -HIV | MSC(FIN), BCOM (FIN), CPA(K), Finance Officer
A .Maneno DIP IN ACCTS.
HIV
Fridah Accounts Assistant BA, CPA(K) Accounts
K.Matumo .
Assistant
Teresa Internal Auditor-TB BCOM(FIN) CPA SEC4 Internal Auditor
W.Kariuki
Kennedy Principal Internal | MBA, BA(ANTHROPOLOGY), Internal Auditor
Kithuka Auditor CPA FINALIST .
in charge
Michael ~ C. | Principal Accountant | BCOM (FINANCE), CPA (K), Accountant-in-
Mukanzi
CIFA charge
Nancy Principal Internal CPA (K) Internal Audit
Mbogo Auditor
Ronald Accountant II BCOM (Finance), CPA (K) In-charge of
Otsola .
Examination
section
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2ol Funding summary

The Project is for duration of three (3) years from 2021 to 2024 with an approved budget
of US$.69,719,934.00 (included are Covid-19 funds amounting to US$.27,044,102)
equivalent to Kshs.8,495,288,291.20. The Project is being implemented by the National
Treasury (Principal Recipient) and Division of National Tuberculosis Leprosy and Lung
Disease Program which is TB Programme at Ministry of Health. However, the Principal
Recipient, National Treasury is only accounting for her portion of US$.47,557,318.00
(equivalent to KShs.5,554,694,742.40) as highlighted in the table below:

viii
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Project information and overall performance (continued)

2.8

Summary of Overall Project Performance:

i)

Budget performance against actual amounts for current year and for cumulative

to-date,

This should be 2022/2023 printed estimates (Revised estimates) and actual expenditures.

Budget performance = expenditure / budget x 100

ii)

Donor=275,827,639/406,368,275*100=68%.  There was allocation  of
KShs.47,460,000.00 for Purchase of Laboratory Equipment that was not utilized
thus leading to absorption.

CPF/GoK=309,707,825/105,045,385*100=295%. There was budget cut despite
the fact that we had already submitted invoices for payment. These were paid thus

leading to over-expenditure.

Cumulative-to-date
Donor=288,898,550/501,282,017=58%
CPF/GoK=661,692,102/457,045,385=145%

Physical progress based on outputs, outcomes, and impacts since project

commencement,

Overall, the number of patients diagnosed with TB increased by about 20% from 82,070
in 2021/22 FY to 98,462 in 2021/22 FY, signalling a full recovery from COVID-19

period. This number of patients diagnosed during the year was 99% of the annual target.

Further, the proportion of patients who successfully completed treatment was sustained at

about 86% during the four quarters of the year.

iii)

Indicate the absorption rate for each year since the commencement of the project.
This should be the printed estimates — 2021/22FY & 2022/23 FY

FY 2021/2022 - 68%

FY 2022/2023 - 115%

List the implementation challenges and recommended next steps.

X1
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The main implementation challenges were largely related to political activities during

and immediately after the electioneering period and erratic availability of essential

commodities; specifically laboratory testing commodities

2.9

Summary of Project Compliance:
i) Include significant cases of non-compliance with applicable laws and regulations
eg treasury circulars on project investment management, PFM Act 2012 and
Kenya vision 2030 flagship projects, and essential external financing
agreements/covenants,

No non-compliance

ii)  Include consequences suffered on account of non-compliance or likely to be

suffered.
Not applicable

iii)  Indicate mitigation measures taken or planned to be taken to alleviate the adverse
effects of actual or potential consequences of non-compliance.

Not applicable

xii



To ensure provision of quality care and prevention services for all people in Kenya with TB,

leprosy and lung diseases
Annual Report and Financial Statements for the financial year ended June 30, 2023

3. Statement of Performance against Project’s Predetermined Objectives

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) To reduce TB deaths by 90% compared to 2015
b) To reduce TB incidence rate by 80% compared to 2015

¢) To reduce the proportion of people with leprosy diagnosed with a grade 2 disability to
below 5%
d) To achieve zero families facing catastrophic costs due to TB, leprosy or lung disease

To reduce the burden of chronic lung disease by 20% compared to 2015

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-bound (SMART) and converted into development outcomes. Attendant

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

Xiii
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4. Environmental and Sustainability reporting

Global Fund TB Programme exists to transform lives. This is our purpose; the driving
force behind everything we do. It’s what guides us to deliver our strategy. Below is a brief

highlight of our activities that drive towards sustainability.

KEN-T-TNT (Tuberculosis grant) focus is to ensure provision of quality care and
prevention services of all people in Kenya with TB. The grant is aligned with the National
TB Strategy for TB 2019 — 2023, which provides a framework for guiding the strategic and
technical response to the TB epidemic in Kenya that reflects a patient-centered approach

to planning and evidence-based prioritization or resource allocation.

1. Sustainability strategy and profile
The top management especially the accounting officer should make reference to
sustainable efforts, broad trends in political and macroeconomic affecting sustainability

priorities, reference to international best practices and key achievements and failure.

Long term sustainability is a fundamental aspect of development and global health
financing. It is essential that the country is able to scale up and sustain progr
achieve lasting impact in the fight against pandemics and to move towards e\
achievement of Universal Health Coverage. Countries that have experienced economic
growth over the last decade are able to move progressively from external donor financing
for health towards domestically funded systems that deliver results but must be supported
to do so.

The Global Fund sustainability strategy is anchored on a well-articulated Sustainability,
Transition and Co-financing Policy that outlines the high-level principles for engaging
with countries for long term sustainability of Global Fund supported programs, as well as

Sframework for ensuring successful transitions from Global Fund financing.

2. Environmental performance
Through a statement on climate change and environmental sustainability dated 03
December 2021, the Global Fund expressed deep concern about the impact that

environmental damage and climate change are having on human health and its

Xvi
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disproportionate effect on the most vulnerable and disadvantaged communities. As a

leading multilateral funder of grants for HIV, TB, malaria and COVID-19 programs and
to strengthen health and community systems, Global Fund has an opportunity and
responsibility to minimize impact on the environment, address the environmental and
climate impact of procurement operations, and invest in and support and support countries
to build climate - resilient and environmentally sensitive systems for health.

The statement emphasizes commitment by Global Fund to respond to multifaceted threats

to human health arising from climate and environmental changes.

3. Employee welfare

Give account of the policies guiding the hiring process and whether they take into account
the gender ratio, whether they take in stakeholder engagements and how often they are
improved. Explain efforts made in improving skills and managing careers, appraisal and
reward systems. The organisation should also disclose their policy on safety and

compliance with Occupational Safety and Health Act of 2007, (OSHA)

The Global Fund recruitment process is designed to enable the Global Fund to select the
best applicant for a job based on objective and fair criteria. While the primary criterion
for selection are competence and suitability to the job requirements, there is reasonable
efforts to achieve and maintain diversity and geographical balance. Recruitment is made
on competitive basis except where exceptionally authorized.

The Global Fund prohibits all forms of harassment, including sexual harassment and
bullying. Sexual exploitation and any acts of sexual abuse or sexual assault are prohibited.
A Code of Conduct applicable to all Global Fund employees regardless of the type or
duration of contract is available. Through observance of this Code of Conduct, employees
contribute to the kind of organizational culture the Global Fund expects internally, as well
as its grant recipients, reflecting integrity, accountability, dignity and respect.

As outcomes, employees (1) earn and maintain the public trust necessary for the Global
Fund to accomplish its mission, (2) uphold the fiduciary responsibilities of the Global
Fund employees and those of the institution as a whole, and (3) create a positive,

productive and motivating work environment.

Xvii
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4. Market place practices-

a)

b)

Responsible Supply chain and supplier relations-
explain how the organisation maintains good business practices, treats its own

suppliers responsibly by honouring contracts and respecting payment practices.

Global Fund grants are implemented in conformity with Global Fund policies and
regulations. The policies and practices governing procurements ensures that
awards are transparent and on a competitive basis, bidding process is clear to all
prospective bidders, and contracts awarded only to contractors that possess the
ability to successfully perform the contracts. The grant recipient, representatives
and agents are expected to desist from any practice that is in violation of Code of
Conduct for recipients or the Code of Conduct for suppliers in relation to such
procurements. Further, recipient is required to maintain clear documentation of

procurement processes.

Responsible ethical practices
outline efforts to maintain ethical and anti- corruption practices and responsible

political involvement.

The Global Fund collectively refers to corrupt practices, fraudulent practices,
coercive practices, collusive practices, abusive practices, obstructive practices,
retaliation, money laundering, and financing of terrorism as ‘“prohibited
practices”.

The Fund’s mission and four principles of transparency, partnership, performance-
based financing, and country ownership set the strategic direction for the Fund’s
approach to fraud and corruption prevention, detection and response. In this

context, the Fund takes a zero-tolerance approach towards prohibited practices.

¢) Regulatory impact assessment

Safeguard citizen and stakeholder’s rights.

Xviii
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Ethical conduct is a hallmark of the Global Fund and applies to all those involved in its
operations and governance. All actors abide by the organization’s core ethical values
(duty of care, accountability, integrity, dignity and respect) as reflected in the Code of
Conduct for Governance Officials. The Code of Conduct is applicable when exercising

governance and oversight duties over Global Fund programs and activities.

5. Community Engagements

Corporate Social Responsibilities principals are not applicable for grant funds. Where
possible, the Global Fund aims to open new opportunities to support community based
organizations. This goal includes allowing implementers of the Global Fund grants to fund
small, unregistered organizations or collectives that serve key populations and other
marginalized groups.

Global Fund grants are activity based applied towards prioritized interventions to fight

AIDS, TB and Malaria.

XiX
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5. Statement of Project Management responsibilities

The Principal Secretary for the National Treasury and the Project Coordinator for Global
Fund Project 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, 2023.

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
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 applying appropriate
accounting policies and (v)Making accounting estimates that are reasonable in the
circumstances.

The Principal Secretary for the National Treasury and the Project Coordinator for Global
Fund Project 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 Project Coordinator for Global
Fund Project 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, 2023, and
of the Project’s financial position as at that date. The Principal Secretary for the National
Treasury and the Project Coordinator for Global Fund Project 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 control.

The Principal Secretary for the National Treasury and the Project Coordinator for Global
Fund Project 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.
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Approval of the Project Financial Statements
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, 2023 and

ooooooooooooooooooooooooooooooooo

Michael C. Mukanzi
Principal Secretary Project Coordinator Project Accountant
ICPAK Member No:17538

xxi




REPUBLIC OF KENYA

.‘"Iephono: +254-(20) 3214000
¥'mail: info@oagkenya.go.ke
Websitet www.oagkenya.go.ke

OFFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100
NAIROBI

HEADQUARTERS
Anniversary Towers
Monrovia Street

Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON GLOBAL FUND - TO ENSURE
PROVISION OF QUALITY CARE AND PREVENTION SERVICES FOR ALL PEOPLE
IN KENYA WITH TB, LEPROSY AND LUNG DISEASES PROGRAM - KEN-T-TNT, GA
2067 FOR THE YEAR ENDED 30 JUNE, 2023 - 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
Opinion

| have audited the accompanying financial statements of Global Fund - To Ensure
Provision of Quality Care and Prevention Services for All People in Kenya with TB,

Report of the Auditor-General on Global Fund - To Ensure Provision of Quality Care and Prevention Services for
All People in Kenya with TB, Leprosy and Lung Diseases Program - KEN-T-TNT, GA 2067 for the year ended
30 June, 2023 - The National Treasury



Leprosy and Lung Diseases Program set out on pages 1 to 36, which comprise of the
statement of financial assets as at 30 June, 2023, 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, the financial statements present fairly, in all material respects, the financial
position of the Global Fund - To Ensure Provision of Quality Care and Prevention Services
for All People in Kenya with TB, Leprosy and Lung Diseases Program as at
30 June, 2023, 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-T-TNT No. 2067 dated 14 June, 2021
between the Global Fund and 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 Opinion

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the Global Fund - To Ensure Provision of
Quality Care and Prevention Services for all People in Kenya with TB, Leprosy and Lung
Diseases 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 opinion.

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.

Other Matter
1. Pending Bills

Annex 4a to the financial statements discloses pending bills totalling to
Kshs.176,406,228. Although Management has attributed the non-payment of the bills to
challenges in Exchequer release, failure to settle bills during the year in which they relate
distorts the financial statements and adversely affects the budgetary provisions for the
subsequent year. Further, pending bills could expose the project to the risk of incurring
unnecessary interest and penalties in case of litigation.

Report of the Auditor-General on Global Fund - To Ensure Provision of Quality Care and Prevention Services for
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2. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects budgeted income of
Kshs.511,413,660 against actual income of Kshs.688,570,383 resulting to an over-
collection of Kshs.177,156,723 or 35% of the budget. The statement further reflects
budgeted expenditure of Kshs.511,413,660 against actual expenditure of
Kshs.671,981,792 resulting to an over-expenditure of Kshs.160,563,132 or 31% of the
budget. Management has attributed the over-collection and over-expenditure to reduction
of the budget during supplementary Il revision.

The over funding and over expenditure resulted in the program implementing activities
without appropriate approval by The National Treasury.

3. Unresolved Prior Year Matter

As reported in the previous year, the statement of receipts and payments reflects
cumulative amount of Kshs.748,138,430 with respect to counterpart funding and as
disclosed in Note 1 to the financial statements. The amount relates to the Government
counterpart funds which were drawn from the ledger as expenditure incurred by The
National Treasury on behalf of the Program. However, supporting expenditure returns
and schedule for expenditure amounting to Kshs.326,958,900 were not provided for audit.

In the circumstances, the eligibility and the accuracy of the counterpart funding payments
of Kshs.748,138,430 could not be confirmed.

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.

Report of the Auditor-General on Global Fund - To Ensure Provision of Quality Care and Prevention Services for
All People in Kenya with TB, Leprosy and Lung Diseases Program - KEN-T-TNT, GA 2067 for the year ended
30 June, 2023 - The National Treasury

3



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 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 Global Fund, | 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;

ii. In my opinion, adequate accounting records have been kept by the Program, so far
as appears from the examination of those records; and,

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 controls, 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
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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.

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 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 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:

 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
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fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

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

e Conclude on the appropriateness of 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.

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 communicate with them all relationships and
other matters that may reasonably be thought to bear on my independence, and where
applicable, related safeguards.

CP%&, CBS

AUDITOR-GENERAL

Nairobi

26 October, 2023

Report of the Auditor-General on Global Fund - To Ensure Provision of Quality Care and Prevention Services for
All People in Kenya with TB, Leprosy and Lung Diseases Program - KEN-T-TNT, GA 2067 for the year ended
30 June, 2023 - The National Treasury

6



€967 TT L80¥6'S IL80V6'S 16S°88S°91 B 16S°88S'91 (y1oyoap) /snpdang
086°9€0°LE0T | 88I‘SS0O‘S9E T16°0L0°ST | T6L‘IS6°TL9 6L 186°TLY sjuawAed [ejo],
S i ] ] e e (s191ndwoo 391qe3)
0STHET 0T 0STYET0T 0STYET0T $1065% [BIOURUL-uOU Jo uomIsIboy
€$0°S€9°600°1 | ¥9€°6L9°09¢€ 9€°6L9°09€ | 6L9°SS6°tH9 6L9°SS6 9 $9J1AISS pue SPoO3 JO Iseyding
L89°L91°11 vT8°SLE Y YT8°SLE Y €98°16L°9 €98°16L°9 saakojdw» 03 uonesuadwo)
sjmomAeg
€ 995°6S0°T | 090°966°0LE €8LTT06T | €8€°0LS 889 €8€°0LS 889 s)ddaa [eyo,
SEP €978 SI18°65T°8 SI8°6ST'8 | 079°¢ 079°¢ T WAN WOl Jojsuel],
COCl 7 ¢ c c . (3sa1oyun
¥S0°6LT Y69°€11 v69°€11 09€°591 09€°S91 poryddy) sidisses snosue[[aosIy
ﬂ,.. 3 [3 7 4 >y € < < < < 3 mﬁﬁﬂhw ﬁw_OhOnw
LLEE€SL00E LT1°9€S°S LTI9€S°8 | 0STLYTT6T 0ST'LYTT6T PUE SSIWOP WO SP330I
e s e (VST
LY1°201°C LY1°201°C LY1°201°C SOTIIIUG JUSUILIGAOK) WO} JRJSUBL]
ety 6o e o - I (44D “Burpuny pediauno))
0SY'8E1'8YL | LLTY86°1SE LLTY86°1SE | €STPST 96€ €STYST1°96€ SONIUS JUSUTIIBACE) WO J3JSUEI]
$1d1909y

SYSH SYSY| SYSH SYS SYSH sYsy| SYSY|

2z0z/1z0z £202/220C

€207 Unp YjQ€ pIPUd J8dA 3y) 10j s)udwiAeJ pue s3diaday jo judmde)s L

£207 ‘0€ 2ung papua snad pmouvurf a4y 10§ SpuawaIv}s [D12UDUL] pup J410daYy [pnuuy
Saspasip suny pun Asosday ‘g yim vduay ur ajdoad v 40f sad1442s uonyuanasd puv 24v> Aiponb fo uoisiaoid aunsua o




S8ESLION P_QUIBA Y VJOI
yueluUNoYy 333loag J0jBUIpI00)) 393l01g A1e)aa33g [edpurig
Zueqny D PEYPIN 1MV A [eS_Y S4D ‘ooydryf sy “a(q

D R R e csece

“SJUSUIONE)S Eo:&@ oy} Jo yred [eI323ul UB JIE SJUSUILIE)S [BIOURULJ 3SAY) 0) sajou A1ojeue[dxa pue sardrjod Sununoosse ay |

£20Z ‘0§ 2ung papua 4vad (prouvutf 3y} 10§ SpUaMIDIS [D1IOUDUL] pUD 340dIY [PRUUY
$aspasip sunj puv Asoada] ‘q | ynum vduay ur 3jdoad jjp 40f s291443s uonyuaaasd puv 24v> yponb fo uoisiaosd sunsua o



To ensure provision of quality care and prevention services for all people in Kenya with TB,

leprosy and lung diseases

Annual Report and Financial Statements for the financial year ended June 30, 2023

8. Statement of Financial Assets as at 30" June 2023

Financial Assets

Cash and Cash equivalents

Bank Balances 8 86,177,959 69.589,768®
M-Pesa Balance 8 400

Total Cash and Cash equivalents 86,178,359 09,589,768®
Total Financial Assets 86,178,359 69,589,768®
Financial Liabilities

Third party Deposits and Retention 9 63,648,896 63,648,896®
Net Assets 22,529,463 5,940,872
Represented By

Fund Balance B/fwd. 7 5,940,872 =
Surplus/(Deficit) for the Year 16,588,591 5.940,872
Net Financial Position 22,529,463 5,940,872

The accounting policies and explanatory notes to these financial statements form an integral part

of the financial statements. The financial statements were approved o

Principal Secretary

th September, 2023 and

Feisal M. Awer Michael C. Mukanzi
Project Coordinator Project Accountant

ICPAK Member No:17538



To ensure provision of quality care and prevention services for all people in Kenya with TB,

leprosy and lung diseases

Annual Report and Financial Statements for the financial year ended June 30, 2023

9. Statement of Cashflow for the year ended 30™ June 2023

Cashflow from operating activities

Receipts

g:glslfg from government entities (Counterpart 1 396,154,153 351,984,277
Transfer from government entities (KEMSA) 1 - 2,102,147
Proceeds from domestic and foreign grants 2 292,247,250 8,536,127
Miscellaneous receipts (Applied Interest) 3 165,360 113,694
Transfer from NFM 2 3,620 8,259,815
Total receipts 688,570,383 370,996,060
Payments

Compensation of employees 4 6,791,863 4,375,824
Purchase of goods and services 5 644,955,679 360,679,364
Acquisition of non-financial assets 6 20,234,250

Total Payments 671,981,792 365,055,188
Net receipts/(payments) 16,588,591 5,940,872
Adjustments during the year

Increase in liabilities 63,648,896®
Net cash flow from operating activities 16,588,591 5,940,872
Cash and cash equivalent at beginning of the year 8 69,589,768 -
Cash and cash equivalent at end of the year 8 86,178,359 69,589,768®

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,

2023 and signed by




To ensure provision of quality care and prevention services for all people in Kenya with TB,

leprosy and lung diseases
Annual Report aydfinancial Statements for the financial year ended June 30, 2023

( \\ . .
Ny ooy
Dr. ChrisXKiptoo, CBS Feisal M. Awer Michael C. Mukanzi
Principal Secretary Project Coordinator Project Accountant
ICPAK Member No:17538
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To ensure provision of quality care and prevention services for all people in Kenya with TB,
leprosy and lung diseases
Annual Report and Financial Statements for the financial year ended June 30, 2023

11. Significant Accounting Policies

The principal accounting policies adopted in the preparation of these financial statements

are set out below:

a)  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.

b)  Reporting entity
The financial statements are for Global Fund Project under the National Treasury. The
financial statements are for the reporting entity (Global Fund Project) as required by

Section 81 of the PFM Act, 2012 .

¢) 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.

d) Recognition of receipts
Global Fund Project recognises all receipts from the various sources when the event

occurs, and the related cash has 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.



To ensure provision of quality care and prevention services for all people in Kenya with TB,
leprosy and lung diseases
Annual Report and Financial Statements for the financial year ended June 30, 2023

Significant Accounting Policies (continued)

ii) External Assistance
External assistance is monies received through grants and loans from multilateral and

bilateral development partners.

iii) Other receipts
These include Appropriation-in-Aid and relates to receipts such as proceeds from
disposal of assets and sale of tender documents. These are recognized in the financial

statements at the time associated cash is received.

iv) Donations and grants
Grants and donations shall be recognized in the books of accounts when cash is received.
Cash is considered as received when a payment advice is received by the recipient entity or
by the beneficiary. In case of grant/donation in kind, such grants are recorded upon receipt
of the grant item and upon determination of the value. The date of the transaction is the

value date indicated on the payment advice.

V) Proceeds from borrowing.
Borrowing includes external loans acquired by the Project or any other debt the Project
may take and will be treated on cash basis and recognized as a receipt during the year they

were received.

vi) Undrawn external assistance
These are loans and grants at reporting date as specified in a binding agreement and relate
to funding for the Project currently under development where conditions have been
satisfied or their ongoing satisfaction is highly likely and the project is anticipated to
continue to completion. An analysis of the Project’s undrawn external assistance is shown

in the funding summary.



To ensure provision of quality care and prevention services for all people in Kenya with TB,
leprosy and lung diseases
Annual Report and Financial Statements for the financial year ended June 30, 2023

Significant Accounting Policies (continued)

e¢) Recognition of payments
The Project recognises all payments when the event occurs, and the related cash has 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.

iii) Interest on borrowing

Borrowing costs that include interest are recognized as payment in the period in which they

incur and paid for.

iv) Repayment of borrowing (principal amount)
The repayment of principal amount of borrowing is recognized as payment in the period in
which the repayment is made. The stock of debt is disclosed as an annexure to the

consolidated financial statements.

V) Acquisition of fixed assets

The payment on acquisition of property plant and equipment items is not capitalized. The
cost of acquisition and proceeds from disposal of these items are treated as payments and
receipts items respectively. Where an asset is acquired in a non-exchange transaction for
nil or nominal consideration and the fair value of the asset can be reliably established, a

contra transaction is recorded as receipt and as a payment. A fixed asset register is



To ensure provision of quality care and prevention services for all people in Kenya with TB,
leprosy and lung diseases
Annual Report and Financial Statements for the financial year ended June 30, 2023

Significant Accounting Policies (Continued)
maintained by each public entity and a summary provided for purposes of consolidation.

This summary is disclosed as an annexure to the consolidated financial statements.

f) In-kind donations

In-kind contributions are donations that are 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 received for in-kind
contributions can be reliably determined, the Project includes such value in the statement
of receipts and payments both as receipts and as payments in equal and opposite amounts;

otherwise, the contribution is not recorded.

g) 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 authorised public officers and/or institutions which were not

surrendered or accounted for at the end of the financial year.

h) Restriction on cash

Restricted cash represents amounts that are limited/restricted from being used to settle a
liability for at least twelve months after the reporting period. This cash is limited for direct
use as required by stipulation. Amounts maintained in deposit bank accounts are restricted

for use in refunding third part deposits.

10



To ensure provision of quality care and prevention services for all people in Kenya with TB,
leprosy and lung diseases
Annual Report and Financial Statements for the financial year ended June 30, 2023

i) Imprests and Advances

For the purposes of these financial statements, imprests and advances to authorised public
officers and/or institutions which were not surrendered or accounted for at the end of the
financial year is treated as receivables. This is in recognition of the government practice
where the imprest payments are recognized as payments when fully accounted for by the
imprest or AIE holders. This is an enhancement to the cash accounting policy. Other

accounts receivables are disclosed in the financial statements.

j) Contingent Liabilities

A contingent liability is:

a) A possible obligation that arises from past events and whose existence will be
confirmed only by the occurrence or non-occurrence of one or more uncertain future
events not wholly within the control of the entity; or

b) A present obligation that arises from past events but is not recognised because:

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.

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 6 of this

financial statement is a register of the contingent liabilities in the year.
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To ensure provision of quality care and prevention services for all people in Kenya with TB,
leprosy and lung diseases
Annual Report and Financial Statements for the financial year ended June 30, 2023

Significant Accounting Policies (Continued)

k) Contingent Assets

Global Fund Project does not recognize a contingent asset, but discloses details of a
possible asset whose existence is contingent on the occurrence or non-occurrence of one or
more uncertain future events not wholly within the control of Global Fund Project in the
notes to the financial statements. Contingent assets are assessed continually to ensure that
developments are appropriately reflected in the financial statements. If it has become
virtually certain that an inflow of economic benefits or service potential will arise and the
asset’s value can be measured reliably, the asset and the related revenue are recognized in

the financial statements of the period in which the change occurs.

1) Pending bills

Pending bills consist of unpaid liabilities at the end of the financial year arising from
contracted goods or services during the year or in past years. As pending bills do not
involve the payment of cash in the reporting period, they recorded as ‘memorandum’ or
‘off-balance’ 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.

m) 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.
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To ensure provision of quality care and prevention services for all people in Kenya with TB,
leprosy and lung diseases
Annual Report and Financial Statements for the financial year ended June 30, 2023

Significant Accounting Policies (Continued)

n) Third party payments

Included in the receipts and payments, are payments made on its behalf by to third parties
in form of loans and grants. These payments do not constitute cash receipts and payments.
and are disclosed in the payment to third parties’ column in the statement of receipts and

payments.

0) 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 year/period are converted 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

recognised in the statements of receipts and payments.

P) 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.

q) Subsequent events
There have been no events subsequent to the financial year/period end with a significant

impact on the financial statements for the year ended June 30, 2023.

r) Prior period adjustments
Prior period adjustments relate to errors and other adjustments noted arising from previous
year(s). Explanations and details of these prior period adjustments are presented in note xx

of these financial statements.
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To ensure provision of quality care and prevention services for all people in Kenya with TB,
leprosy and lung diseases
Annual Report and Financial Statements for the financial year ended June 30, 2023

12. Notes to the Financial Statements

1.  Transfer from Government entities (Counterpart funding and KEMSA)

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

Counterpart funding through National

Treasury

Counterpart funds Quarter 396,154,153 351,984,277 748,138,430
Total (See Annex 3) 396,154,153 351,984,277 748,138,430
Other transfers from government

entities

Agency (KEMSA) 2,102,147

Total - 2,102,147 2,102,147
Total 396,154,153 | 354,086,424 | 750,240,577

The transfer from KEMSA is funds that were in the bank account after end of funding
two on 30" June, 2021. The funds were transferred to the Principal Recipient (PR, ...

account as per Global Fund requirement.
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