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Kokeb & Melkamu Audit Partnership

Chartered Certified Accountants (UK)

INDEPENDENT AUDITORS' REPORT ON THEFINANCIAL STATEMENTS OF
CENTER FOR INNOVATIVE DRUG DEVELOPMENT AND THERAPEUTIC

TRIALS FOR AFRICA (CDT-AFRICA)

We have audited the accompanying financial statements of the Center for Innovative Drug
Development and Therapeutic Trials for Africa (CDT-AFRICA) for the year ended July 7th,
2018, set out on pages 3 to 22 which have been prepared under the historical cost convention and
the accounting policies set out on page 6 - 7.

These financial statements are the responsibility of the Management of the Project. Our
responsibility is to express an independent opinion on these financial statements based on our
audit,

We conducted our audit in accordance with the International Standards on Auditing applicable to
the audit of financial statements. Furthermore, we have audited the Project's compliance with the
provisions and covenants of the World Bank Financing Agreements, i.e. IDA Credit No 57940

The Standard require that we plan and perform the audits to obtain reasonable assurance about
whether the financial statements are free of material misstatement and about whether the Project
has complied with the Financing Agreements. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation.

We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements present fairly, in all material respects, the financial position
and balance of the Designated Account of the Center for Innovative Drug Development and
Therapeutic Trials for Africa (CDT-AFRICA) as at July 7th, 2018and the Statement of Sources
and Uses of Funds for the year then ended in accordance with International Financial Reporting
Standards issued by the International Accounting Standards Board. In addition, the Programme
was, In all material respects, in compliance with the Financing Agreements and Contracts as at July
7th, 2018.

With respect to the statements of sources and uses of funds submitted during the period listed on
page 4:

We noted that the other donors’ grants have been deposited in the Designated Account without
permission from the World Bank.

Except for this, in our opinion:

(a) The statements, together with the procedures and internal cohtrois_ involved in their
preparation, can be relied upon to support the related withdrawals; '



(b) The proceeds of the Designated Account have been used exclusively for eligible
expenditures and provisions and covenants of the Financing Agreement and Separate
Agreement have been substantially respected.

Special Opinion

We refer to the terms of reference given to the auditors to give special opinion on the salary
expenditure for the AAU College of Science shown on page 22:

Accordingly, based on our examination of the evidence supporting the expenditure, nothing has
come to our attention which causes us to believe that these expenditures do not represent the
actual monthly staff benefit expenditure of the College
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CENTER FOR INNOVATIVE DRUG DEV.

AND THERAPEUTIC TRIALS FOR AFRICA(CDT-AFRICA)
STATEMENT OF FINANCIAL POSITION

AS AT JULY 7, 2018

Currency: ETB

Note 7
ASSETS
CURRENT ASSETS
2017
Cash at banks 3 42 568,541 24,913,988
Debtors and prepayments 4 113,029 264,974
Total Assets 42,681,570 25,178,962
CURRENT LIABILITIES
PAYABLES 5 89,484 211,975
REPRESENTED BY
FUND BALANCE
IDA 22,321,522 24 966,987
Uganda Virus Research Institute 471,103 -
Kings College London 10,174,454 =
The University of Sussex, Brighton 8,150,122 -
National Institute for Medical Resemaliki , Tanzania 284,737 -
Karolinska Institutet , Stockholm 1,190,149 -
42,592,087 24,966,987
Total Liabilities and Fund 42,681,570 25,178,962




CENTER FOR INNOVATIVE DRUG DEVELOPMENT

AND THERAPEUTIC TRIALS FOR AFRICA(CDT-AFRICA)
STATEMENT OF SOURCES AND USES OF FUNDS

FOR THE YEAR ENDED JULY 7, 2018

SOURCES
MAIN

IDA Credit

OTHER
Grant from Donors 7
Foreign Exchange Gain (net)

Total Source Of Funds

USES
EXPENDITURE CLASSIFICATION (IDA FUND)

Establish CDT-Africa consortium

ACE Action Plan for Learning Excellence
ACE Action Plan for Research Excellence
Action Plan for Quality Assurance

Total Expenditure on IDA FUND
EXPENDITURE ON OTHER GRANTS

CDT-AFRICA- University of Sussex -BSMS (Endpoint project) Grant
CDT-AFRICA-King's College London (ASSET Project) Grant
CDT-AFRICA-ECDTP-PROFORMA Grant

Sub-Total

GRAND TOTAL EXPENDITURE

EXCESS OF SOURCES OVER USES
BALANCE BROUGHT FORWARD P e

BALANCE CARRIED FORWARD

Currency: ETB

2017
. 24,979,240
21,115,990 -
4,079,959 460,344
25,195,949 460,344
25,195,949 25,439,584
3,566,182 67,389
2,336,544 405,208
64,107 -
789,165 -
6,755,988 472,597
669,143 =
105,460
40,258 -
814,861 -
7,570,849 -
17,625,100 24,966,987
24,966,987 -
42,592,087 24,966,987




CENTER FOR INNOVATIVE DRUG DEV.

AND THERAPEUTIC TRIALS FOR AFRICA(CDT-AFRICA)

STATEMENT OF DESIGNATED ACCOUNT
FOR THE YEAR ENDED 7, JULY 2018

IDA Credit

Account number

Depository Bank
Related Credit and Grant

Address
Currency

Balance brought forward
Add:-Transferred from World Bank-Credit
Reimbursement from advance payment

Less:- Transferred to Birr account, & Other

expenditures
Bank charges

Add:- Gain on exchange

Ending balance,7 July 2018

0100171300038

National Bank of Ethiopia

IDA Loan No. IDA57940 and Project ID No. P151847
Addis Ababa, Ethiopia

2017
usD Birr UsD Birr
1,030,786 23,840,956 : .
= s 1,100,000 | 24,979,240
1,030,786 23,840,956 | 1,100,000 | 24,979,240
(250,258) (6,247,093)]  (69,214)| (1,598,628)
(250,258) (6,247,093)]  (69,214)| (1,598,628)
- 4,105,570 : 460,344
780,528 21,699,433 | 1,030,786 | 23,840,956




CENTER FOR INNOVATIVE DRUG DEV. AND THERAPEUTIC TRIALS FOR AFRICA
(CDT-AFRICA)
FOR THE YEAR ENDED 7" JULY 2018

Currency: Ethiopian Birr

1. BACKGROUND

CDT-Africa has been conditionally selected as an Africa Centre of Excellence to help
improve access to essential medicines for millions in Africa. Addis Ababa University, through
its College of Health Sciences, has won conditionally a highly competitive award from the
World Bank to establish a regional centre of excellence for drug development, Centre for
Innovative Drug Development and Therapeutic Trials for Africa (CDT-Africa). The centre will
be coordinated by the Clinical Trial Unit of the College and will be executed jointly by the four
main schools of the College, School of Medicine, School of Pharmacy, School of Public
Health and School of Nursing and Allied Sciences.

CDT-Africa partners with five national universities, national research institutions and private
organizations and five regional universities. Leading international institutions, such as King's
College London and the Harvard, are involved as key knowledge partners.

The core task of CDT-Africa will be to increase human and infrastructure capacity through
high quality trainings, research and by strengthening the management of education and
research. Training and research programs will support therapeutic discovery through the
following activities: (1) establishment of a database of scientifically tested natural products,
which will serve as resource for translational research and accelerate pharmaceutical
innovation in Eastern and Southern Africa; (2) Conduct drug discovery studies using
database; (3) Repurpose currently available interventions, formulation and reformulation; (4)
Bioequivalence and pharmacogenetic studies of medicines to ensure safety and
effectiveness; (5) Implementation of pharmaco-economic evaluations; (6) Build foundational
skills and assets to innovative point-of-care diagnostics; (7) Support skill development for
industrial manufacturing in the region; (8) Establish sustainable impact through medicinal
plants conservation, public and policy engagement and sustainable financing. The total
amount of fund being sought from the World Bank is $5,939,750 although the actual value of
the project is much higher. The highest cost will be for direct capacity building through
training for drug discovery ($1,707,500). Related cost for visiting professors ($300,000).
Equipment upgrading and reagents ($1,578,850);

upgrading of clinical trial facilities ($500,000); actual conduct of clinical trials through a
clinical trials network and clinical trial staff ($960,000); costs related to governance, which
include annual conferences of the CDT-Africa Consortium, Scientific Advisory Board
Meetings, Public Advisory Board Meetings, communications, and financial management
($893,000).



p ACCOUNTING POLICIES

CDT-AFRICA follows the government’s accounting policy of modified cash basis of
accounting system. Where, the cash basis of accounting applies except for:-

-Revenue and expenditure recognition when aid in kind is received.
-Expenditure is recognised:-

e  When payroll is processed
» When goods are received or services are rendered and if payments were
effected in advance for the goods or services rendered.
e Salary related transactions withholdings, VAT and profit tax withholding from
suppliers are recognised in the absence of actual cash transaction.
- Advance payments are recorded as receivable a nd charged to expenditure account against
valid supporting documents which show the receipt of goods or services or accomplishments
of the purpose of the advance.

- Accounting for direct payments will be charged to expenditure.

- All other revenues and expenditures are recognized as per cash basis of accounting i.e

revenues and expenditures are recognized, when cash is received and paid respectively.

- Fixed Asset purchases are charged to expenses up on purchase &recorded on the Fixed
Asset Register Book.

Center for Innovative Drug Dev. and Therapeutic Trials for Africa (CDT-AFRICA) uses a
computerized accounting system which is Peachtree accounting software. The project uses
Government of Ethiopia budget calendar for planning, budgeting and reporting purposes i.e.



CENTER FOR INNOVATIVE DRUG DEV.

AND THERAPEUTIC TRIALS FOR AFRICA(CDT-AFRICA)
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 7 JULY 2018

Currency: ETB

CASH AT BANK 2017
Designated Account-NBE 21,699,433 23,840,956
Donors Account balance-NBE 19,423,369 -
NBE-Birr Account 1,445 739 1,073,032
42,568,541 24,913,988
Donors money is kept in IDA designated account
DEBTORS AND PREPAYMENTS
Advances to Staff 20,758 264,974
Purchases Advance 8z 271 -
113,029 264,974
PAYBLES
Employee income tax payable - 14,690
Pension payable - 9,846
Salary payable - 39,981
Other staff payable - 29,765
Retention payable e Vi e 28,470.89 -
Other payables within the University 20,755.01 117,693
Other payables within CDT¢projécts 40,257.73 -
b S 89,483.63 211,975
SOURCE OF FUNDS
Grant from Donors
a. Uganda Virus Research Institute
UsSD Rate ETB
20-Apr-18 17,264.99 27.24370 470,362.21
b. Kings College London
usb Rate ETB
7-May-18 376,775.38 27.2465 10,265,810.39




CENTER FOR INNOVATIVE DRUG DEV.,

AND THERAPEUTIC TRIALS FOR AFRICA(CDT-AFRICA)
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 7 JULY 2018

Currency: ETB

c. The University of Sussex, Brighton
UsbD Rate ETB

11-Jun-18 323,196.11 27.2549 8,808,677.72

d. National Institute for Medical Resemaliki ,Tanzania
uspD Rate ETB

12-Jun-18 10,435.05 27.2555 284,412.45

e. 7.6 Karolinska Institutet , Stockholm
EURO Rate ETB

9-Apr-18 38,533.55 33.3924 1,286,727.72

Donors Total _21,115,990.49
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CENTER FOR INNOVATOIN DRUG DEVELOPMENT
AND THERAPEUTIC TRIALS FOR AFRICA (CDT-AFRICA)
FOR THE YEAR ENDED 7 JULY 2018

AAU COLLEGE OF HEALTH SCIENCE SALARY

Learning &
Teaching
Months YEAR Admin [Academic/ Total
JULY 2017 1,251,475.16 15,610,312.61 16,861,787.77
AUGUST 2017 1,253,648.67 16,418,371.18 17,672,019.85
SEPTEMBER 2017 22,446.08 397,509.29 419,955.37
OCTOBER 2017 2,5632,956.19 29,832,130.68 32,365,086.87
NOVEMBER 2017 1,270,228.22 15,339,032.10 16,609,260.32
DECEMBER 2017 1,259,319.11 15,602,874.72 16,862,193.83
JANUARY 2018 1,245,759.49 16,475,653.32 17,721,412.81
FEBRUARY 2018 1,244 991 37 16,005,210.85 17,250,202.22
MARCH 2018 1,251,806.24 17,159,5695.67 18,411,401.91
APRIL 2018 1,240,995.69 15,996,531.93 17,237,627.62
MAY 2018 1,161,851.32 16,779,067.83 17,940,919.15
JUNE 2018 1,272,552.97 16,721,761.76 17,994,314.73
Total 15,008,030.51 | 192,338,051.94 | 207,346,082.45
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Kokeb & Melkamu Audit Partnership.

Chartered Certified Accountants (UK)

January g, 2019

Center for Innovative Drug Development and Therapeutic Trials for Africa (CDT-Africa)
Addis Ababa

RE: INTERNAL CONTROL MEMORANDUM ON THE ACCOUNTS OF
CENTER FOR INNOVATIVE DRUG DEVELOPMENT AND

THERAPEUTIC TRIALS FOR AFRICA (CDT-AFRICA)
Dear Sirs,

During our review of the accounts for the year ended 7 July 2018, we examined certain aspects of the
Project’s control and attach here to a memorandum containing recommendations on possible way in
which the system could be improved to overcome weaknesses in internal control, which came to our
notice during that examination together with other comments and observations (Pages 24).

It must be appreciated that the matters referred to in this memorandum came to our notice during the
conduct of our normal audit procedures which are designed primarily with a view to the expression of
our opinion on the accounts of the Project. Therefore, our comments cannot be expected to include all
possible improvements in internal control and to disclose all defalcations and other irregularities, which
a more extensive special examination might develop and reveal.

We are in a position to offer constructive suggestions for improvements in accounting and control
procedures but our work in these areas is not designed for the purpose of expressing an opinion on the
effectiveness of the various control systems and accordingly, would not extend into all areas in which
improvements may be warranted. Accordingly, in as much as our audit examinations do not include a
100% detailed audit of transactions they would not necessarily disclose defalcations or irregularities, if
any.

We are grateful to all members, of the Project's staff for the courtesy and assistance rendered to our
representatives duringft\he\cqnquct of'the audit. If you would like us to assist you in implementing any of
our recommendations, please do not hesitate to contact us.

Yours faithfully, , & ' |

Wy g

Kokeb & Melkamu Audit Parthership
Chartered Certified Accountants (UK)
Authorized Auditors in Ethiopia

P. O. Box 33645 Addis Ababa, Ethiopia
Telephone 251-11-515-07-52
E-mail: kokmelk@ethionet.et

Mobile Tel. 251-91-120-37-78/51-61-46

Fax 251-11-552-26-88
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We noted that fixed assets such as furniture and equipment lack ID tagging.

Recommendation: Proper ID should be affixed on the fixed asset to identify project assets
and strengthen the internal control.

Management Comment: CDT-Africa acknowledges the comments. Fixed assets are
already registered by the College of Health Sciences and will be tagged soon. CDT-Africa
is waiting for the college to assign personnel to do the tagging.

The Project achievement is slow when compared to the planned budget. In addition,
explanation on major planned and actual variances were not detailed by the management.

Recommendation: As part of management control tool the variances should be reasoned
out and improvement mechanisms should be placed.

Management Comment: The project implementation was delayed due to initial procedural
requirements that needed to be in place in the first year This is one of the main reasons
for variances between the plan and the actual achievement. The other reasons for delay
were to do changes in signatories and procurement processes, which are now being
rectified. There will be improvement in the second and consecutive years of the project
since the center is establishing a system to carefully monitor the implementation process.,

Donors’ grants are kept in IDA designated account in contrast to the financing agreement.

Recommendation: The financing agreement should be observed and any actions affecting
the agreement should be based in a written permission by the World Bank.

consulted the World Bank during this process. However. there were challenges and delays
beyond the control of CDT-Africa. CDT-Africa had to allow transfer of the externally
generated fund because the project implementation requirements for the new funds were
not negotiable. The center accepts the comment with regards to the above mentioned
matter. We are grateful that CDT-Africa has eventually been allowed to open a new USD
Account for externally generated revenues, which will be used for these purposes.
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