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I. ACRONYMS AND GI,OSSARY OF TERMS

a) Acronyms

BOM

ICPAK

IPSAS

PI.'M

PSASB

Kshs

EMR

Board of Management

Institute of Certified Public Accountants of Kenya

Intcrnational Public Sector Accounting Standards

Public Irinancc Managemcnt

Public Sector Accounting Standards Board

Kcnya Shillings

Electronic Medical Records

b) Glossary of Terms

Fiduciary Management The key management personnel who had financial rcsponsibility

ll
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2. KI],Y ENTITY INFORMAT'ION AND MANAGI]MI]N'I'

a) Backgroundinformation

The Health Services Improvement Fund (HSIF) was established in 2016 by county Assembly of

Kilifi through the enactmcnt of the Kilifi County Ilealth Services Iurprovement Fund Act. The

Fund was establishcd to improvc hcalth care scrvicc dclivcry.

The Act was gazctted on 19 Scptcrnbcr 2016. The Fund is wholly owncd by the County

Governnrent of Kilifi and is domiciled in Kenya.

The Fund's objective is to improvc thc quality of hcalth carc serviccs in thc hospitals in thc County

Govcrnmcnl ol'Kilifi

b) PrincipalActivities

The principal activity ofthe Fund is to;

a) provide financial resourccs for medical supplies and srnall-scale equipping of Ilealth

Services in the county for basic operation and maintenance.

control.

c) Support capacity building in thc management of hospitals.

d) Improve the quality of health care services in the hospitals

c) Board of -l'rustce s/t'und Administration Committcc

2

.,

4

5

Dr. Gome David Lenga

Zcna Salirn

Sarnnry G. Charo

Joycc Peshu

Dr. David Mulcwa

Membcr

Clhaimran

Member

Mcmbcr

Mcmbcr

l

b) Give dccision making autonomy to hospitals to plan and manage thc resources within their
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6

d) Key Managcmcnt Steam

Racheal Bahati

Frcd Nzai

e) Fiduciary Ovcrsight Arrangcmcnts

Mcmbcr

I'und Administrator

Fund Manager/ Administrator

Fund Accountaltt

Dr. l.lassan Lcli

Rachcal []ahati'7

I

2

Dircctor Intcmal Audit

0 Rcgistcrcd ()fficcs

g) Fund Contacts

Tclephonc: (254) 07288 I 883 I

E-mail: hsi{kilifi @gmail.com

Website: www.kilifi .go.kc

h) Fund Bankcrs

Kcziah Wangui

Ccntral Bank of Kcnya

Haile Selassie Avenue

P.O. Box 60000

City Square 00200

Nairobi, Kcnya

lv

I

P.O. Box 9-80108

Kilifi County Health Offices

Kilifi County l-lospital Road

Kilifi. Ktln-YA
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Kcy l)ntity and Managcment (Continued)

Kenya Commercial Bank

Kilifi Ilranch

i) IndepcndentAuditors

Auditor General

Officc of thc Auditor Gcncral

Anniversary Towers, University Way

P.O. Box 30084

coP 00r00

Nairobi, Kenya

j) Principal Legal Adviscr

The Attomey General

State Law Office

I Iarambee Avenue

P.O. Box 401 l2

City Square 00200

Nairobi, Kenya

k) County AttorncY

The County Attorney

Kilifi Plaza

Hospital Road

P.O. Uox 519-80108

Kilili, Kenya

2
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3. I}OARD OI.-'I'RUS'IE,ES/ I.-U N D ADM IN I S'I'RA]'ION COM M I'I"I'B,I]

Dr. Gomc David Lcnga

Date of Birth l0th April 1970

C hairpcrson

Dr. Gomc Lenga was appointcd as

HSIF Board Chairman on 7th February

2023.llc has over twenty-five years ol

expe rience in Medical Service and

Managcmcnt. Hc has hcld management

positions in mcdical scrvicc provision

in diffcrcnt organizations and cunently

works at Kenya Ports Authority as thc

Managcr Mcdical Scrviccs. Dr. Gomc

Lenga has expertise in surgcry, health

plaruring and management and

rcscarch. From 2022 hc is scrving as

the Principal Surgeon of St John

Ambulance Kenya and a Iloard Chair

Person of Special Olympics Kenya. IIc

served as President of the Surgical

Society of Kenya for a 2-year term, and

as a Medical Advisory Committcc

(MAC) member for SPecial OlYnPics

Intcmational for 6 ycars.

He is a mcmber of the Kenya Medical

Association, Surgical SocietY of

Kenya, Intcmational AIDS Socicty,

\|l

I o.trilr of qualifications and

l.*p..|*n.e
Namt

t l. -t )
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Intemational Cleft Palate Foundation,

the Institute ol Directors and thc

Intemational Commission on

Occupational Health.

Dr. Gome Lenga has a Master's in

Busincss Administration - Ilcalthcare

Managcmcnt, Mastcr's in Occupational

Safety and Health a Master's ol'

Medicine in Surgery, and numerous

ccrtificatcs of advanced training from

Kcnyan and international institutions.

Sammy G. Charo

Date of birth 25 March 1956

Member

Mr. Samrny Gona was aPPointcd as

HSIF Iloard Mcmbcr on 9 March 2018.

Sammy Gona retired as a teacher from

Mwandaza Primary School on June

30th, 202 l. Mr. Sammy Gona has also

bccn thc director of the Information

Rcsourcc Initiativc tbr Blind (IRIB). A

registcrcd CBO for thc visual impaired.

As a board mcmbcr Gona rcPresent

People with Disability (PWD). He

holds PI Certihcate Education lroru

IIigh ridgc tcachcr's collcgc Nairobi,

Bachelors of Arts in Biblical Studies

liom Word Outreach Biblical Collegc

vll

lDctails of qualifications
I

lcxpenencc
I

andName
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and also Community Nursing MTC

Coast Gencral.

Zena Salim

20 April 1958

Member

Zena Salim was appointed as IISIF

Board Mcrnber on 28 Octobcr 2021 .

She has been able to lead significant

education and health projects over the

past ten years as a philanthropist and

public liaison officcr, including thc

Cirls llducation Challenge (C IIC),

which is funded by DFID, and

Tackling Commercial Sexual

Exploitation of Childrcn (TCSIlC),

which is implcmcnted in Kilifi and

Kwale counties.

She has extensive cxperiencc in

managing public finances and has held

leadership positions on a number of

boards, including thc Watcr Board,

Kilifi North Land Control Board, and

Kilifi Municipality tloards.

She was given two Presidential

Awards by the late II.E. Mwai Kibaki

and the outgoing prcsidcnt II.E. Uhuru

Kenyatta.

vllt

Details of qualifications and

experience

Name
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She is one of the fbunders ol'Kesho

Kcnya, a non-governmental

organisation that empowcrs youngstcrs

through cducation, cntreprcncurship

training and safeguarding in Kenya's

coastal rcgion. As a board membcr

Zcna Sallim represents thc womcn.

Zena Salim has Certificate in Child

Counse tling. Kenya Association ol

Professional Counsellors and a

Diploma in Art and Craft, Nairobi.

Ms. Joyce Peshu was aPPointcd as

HSIF Board Membe r on 9 March 201 8.

Ms. Peshu is currently working Kcnya

Wildlife Conscrvancics Association as

a Programs Officcr-Social inclusion

and Gender. IIer work focuses on

inclusion of women, youth and nren in

thc govcrnance and managcmcnt of

conscrv'ancies. Joycc also takes a lcad

role of advocating for gendcr

rcsponsive policy decisions in the

convcntion for biological divcrsity. Shc

has prcviously worked with VSO lbr

thc last 5 years both in country and

globally, she also has experiencc in

supporting communitY-bascd

organization towards actualizing thcir

lx
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vision. As a board member Ms. Peshu

rcprcsents thc youth.

She is currcntly pursuing a Mastcr's in

Projcct Planning and Managcmcnt in

University of Nairobi and Holds a

Bachelor of Scicnce in Microbiology

from Moi Univcrsity. Joycc has

ccrtitlcation in project managemcnt lbr

devclopment professionals (PMD Pro)

Dr. David Mulewa

Date of birth 24 April 1973

Chief officer Medical Scrviccs and

Sanitation.

Dr David Mulewa was appointcd as

HSIF Board Membcr on ScPtcrnbcr

2019. Dr. David Mulewa was thc

County Director of I Icalth in thc

Dcpartn.rent and is currently the Chicl

Officcr Medical Scrviccs and

Sanitation. He workcd in Lamu County

sincc 2013 as Director ol Hcalth and

latcr translerred to Kilifi ou Septcr.nbcr

2019 . Dr. Mulcwa has I 7 Ycars'

prolcssional experience in Ministry of

Hcalth. I-le holds MD Physician from

Vinnitsa State Mcdical Univcrsity

Ukrainc and a Mastcr's Dcgrcc in

x

Details of qualifications and

experience

:-w
'farl
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Health Systcm Managcment and

Application from Kenyatta University.

a

CPA Rachcal Bahati

Date of birth 3l May 1984

Fund Administrator.

CPA Rachcal Elahati was appointed as

the Fund Administrator on l3 February

20 19. Rachcal is a Scnior Accountant at

County Govcrnmcnt of Kilit'i. Shc has

over ten years' professional experience

as an Accountant. Shc holds Bachclor

of Commcrcc (Accounting) from Thc

i?J o I

xl

Namc

I,expcrience

Details

Dr. Hassan Lcli

Date of birth 31'r October 1987

Ag. County Dircctor llealth Services

and Sanitation.

Dr Hassan Lcli was aPPointed as a

HSIF- Uoard Membcr on ScPtember

2022. Dr. Ilassatr Lcli is thc Acting

County Director ol I Iealth in ttrc

Dcpartmcnt. Dr. Lcli has I I Ycars

professional experience in the County

Department of Hcalth. He holds a

Doctor of Phannacy dcgree lrorn

Gomal Univcrsity Pakistan and a

Master's Degree in Public Health from

Pwani University.
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University of Nairobi and also a

Certified Public Accountant (CPA).

Rachcal has MBA (Finance) from Thc

Univcrsity of Nairobi.

xll

lDetails of qualllications andName

experlcnce
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CPA Racheal Bahati

Date of birth 31 MaY 1984

Fund Administrator.

CPA Racheal Bahati was appointcd as the Fund

Administrator on l3 February 20l9.Racheal is a

Senior Accountant at County Govcrnment of

Kilifi. Shc has over tcn years' prolessional

cxpcriencc as an Accountant. Shc holds Bachelor

of Commercc (Accounting) from Thc University

of Nairobi and also a Certified Public Accountant

(CPA). Racheal has MBA (Finance) from The

University of Nairobi.

Fred Nzai

Date of birth 20 APril 1988

Fund Accountant

Fred Nzai was appointcd as the Fund accountant

on I Novcmbcr 2022. Frcd has morc than tcn

years' expcrience as an accomplished accountant

with strong background in Tax and Tax health

chccks and Internal control systcnls, Fred is

Govcmmcnt of Kilifi. Hc holds a Masters of

Business Administration (Finance Major) and

also a Certificd Public Accountant - Kenya.

currcntly an accounlant al thc CountV 
I

t*,
r*

-/ -/
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t
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5. BOARD CHAIRPERSON'S REPORT

It is my pleasurc to prcscnt, on behalf of the board Membcrs, the HSIF'financial statements for thc

year ended 30 June 2024. The financial statcments present thc financial perlormancc olthe F'und

over the past year.

Sustainability.

Thc Fund and its stakeholdcrs arc incrcasingly cmphasizing on the need to ensure sustainability

for both its rcvenue collections and inrprovenrcnt of health scrvice dclivcry in hospital with an

objcctive of ensuring that the Fund's going concern is secured. The Fund has rccently invcstcd

heavily in terms of procurement of equipment, health products and, new infrastructure which will

crcate adequate space for cxpansion of services. The newly establishcd specializcd services will

not only boost thc rcvcnuc. but also tap in morc rcsourccs from partncrs wlto are intcrestcd in

invcsting and utilizing our lacilitics to lacilitatc rescarch as wcll as promoting mcdical tourism.

The EMR system has been successfully installed at Kilifi Hospital and is being rolled out in phascs.

Other hospitals are in the process olensuring thcy have the nccessary hardware in placc bcforc thc

installation can procccd. In thc mcantimc, hospitals arc continuing to usc thcir cxisting EMR

systems to cnhance revenuc collcction and maintain accountability for payments relatcd to serviccs

provided.. This will in tum have a ripple elfect on sustainability of the Fund, since it is entirely

dcpcndent on payments for sen,ices rendered to clients both cash and risk pooling through

Currently, thc Fund has cstablishcd hospital collections through MPESA Pay bill numbers and has

gone cashless. The collection system has greatly irnproved revenue and assured the Fund of its

long-tcrm sustainability. Once thc EMR systcm is fully rolled out to the othcr hospitals and

intcgrated with the existing collection methods, rcvenue collection will not only improvc but also

bccome n.rorc rcliablc and sccurc. Evcry scrvice provided will bc capturcd in the systcm, ensuring

that no scrvice goes unregistered, and paymcnt is automatically rccorded once the service is

loggcd.

xlv

Insuranccs.
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BOARD CHAIRPERSON'S RIIPORT (CONTINUED)

Board and Management Changes

The County Department of Health Services is highly committed to establishing and maintaining

effcctivc managcmcnt structurcs. 'Ihis dcdication is drivcn by thc goal of promoting sound

management practices that will cnsure the sustainability ol' the hospitals. Among thc key

components of thc Lcadership and Govcrnancc lraurcwork is the County Health Scctor

Improvcment Fuld Board. The in<Iividuals serving on this board are officially appointed and serve

rcncwablc three-ycar terms.

During thc specificd period, therc wcrc no changcs in the composition of thc board.

Review of performance

Income

The total fund revenue for the FY 202312024 amounted to Kshs. 474,488,060.00, which represents

the revenue collectcd from hospitals during this period

Expenditures

The total expenditures during the period amounted to Kshs. 473,712,532 out of which the

administration expenscs amounted to Kshs. 1,193,765 general expenses Kshs. 37,699,215 and

transfer to the sub county hospita ls 434,819,552.00 reprcscnti ng 0.25Yo , 8.37% and 9 I '3 8% of

total expendintres rcspcctivcly.

Future outlook

The outlook for the Fund in the upcoming fiscal year 202412025 appears optimistic. The Fund's

primary objectivc is to cnhancc thc delivery of hcalthcarc scrvices within hospitals whilc also

allocating financial rcsourccs fbr thc procurcmcnt of nrcdical supplics and thc small-scalc

equipping of County llealth Services facilities to ensurc basic operational capability and

maintcnancc. Implcmenting accreditation syste ms and quality control mcasures can hclp in

maintaining and improving the quality of healthcare services

The Fund's celrral focus is on establishing a rcsilient and sustainable hcalth lacilitics with a

motivated workforce and efficicnt structures that will significantly enhancc scrvice delivery. The

xv
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BOARD CHAIRPERSON',S REPORT (CONTINUED)

Fund anticipates ongoing support lrom thc county govemnlent and development partners to fulfil

its mission and matrdatc cffcctivcly.

Conclu sion

I takc this opportunity to exprcss my sincerc gratitudc and apprcciation to the county govcrnment'

stakcholders, management, stafl and fellow board membcrs for their continued support which

made us achieve these results.

I look lorward to your continucd support in thc future

Narnc...DR )tt .1,.-EliGA Signaturc Datc rr lt"l.,n

Chairpcrson of thc []oard/F'und

x\/l
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6. REPORT OF THE FUND ADMINIS'I'RATOR

It is my pleasure to present the tlealth Sen,ice Improvement Fund financial statements for the year

cndcd 30 June2024. Thc financial statcmcnts prcsent thc financial pcrformancc of the Fund tbr

thc financial ycar 202312024.

Thc Fuld was established on l9 September 2016. Ilowever, operationalization of the Fund

commenccd on 31 January 2020 after approval of the budgct by the IISIF board. The approvcd

btrdget for the Fund in Fy 202312024 was Kshs. 499,236,816 . During the financial year the Fund

rcceivcd rcvcnue ofKshs 474,488,060.00 by thc cnd ofthc financial ycar June2024'

llL t)G[-'r' Al.l.oc^'l loN

Financial
Year

Actual on
comparable basis

Performancc
difference

7o utilisation

2023t2024 499,236,816 474,488,060 24,748,756 9s%

202212023
487.026,681

4t9,539,632 6'7,48',7,055 86%

202U2022
418,426,159

402,699,307 t5,726,852 96%

202012021 t97,346,442
150,000,000 47,346,442 76%

201912020
132,000.000

31,0ti9,323 76%

xvt I

In thc year ended 30 June2024,the F-und had projected revenues of Kshs 499,236,816 of which

Kshs 474,488,060.00 was rcaliscd by tlospital collection revenue. This represcnted95Y, revenue

rcalization during the financial year.

Final budget

100,9 10,677
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RI.tPORT OF- THE FUND MANAGER/ ADNIINISl'RA',l'OR (CON'!'INUED)

BUDGET PERFORMANCE AGAINST ACTUAL AMOUNTS

FOR CURRENT YEAR

t20./"

100% 95% 96%

86%

76% 7 6./"
80./"

600/.

409/.

20%

o%

c
.9
ll,
.!

f

t % utilisation

2023/2O24

95%

2022 /2023

86%

2O27/2022

96%

FinancialYears

2O2O/2027

76%

2OL9/2020

76%

Craphical representation of budget performance against actual amounts for currcnt year and for

cumulativc

Kel' Perfornrance Ilighlights

Below is an overview of the financial performance for the year ended 30th Jtne 2024 as reported

in the detailcd financial statements togetherwith the commentary and comparative analysis against

buclget and prior year for thc key itcnls in the financial statcments'

F'inancial Pcrformance Summarl'

Current Ycar Pcrflormance against Prior Ycar

l20h54,948,42114t 9.539,632474,488,060'l'otal rcvcnuc
12,/.55,228,,162418,484,370473.712,532Total expcnscs

xvllI

Ftt202312024

KShs

FY202212023

KShs

| %, Change-r-+Chan
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R I,t, PO RT O l-'l' H I,l, F U N D M AN AG E R/ A D M I N I S'l' RA'I'O R ( C O N'I I N U ll D)

Thcrc was a l2u/o rise in total reccipts, primarily drivcn by increascd funding from transfcrs

originating from F'lF revenue collections. Concurrently, a 'l2o/o inctease in payments can be

attributcd to the increased funding and the calryover ofcash balances from the prior year'

llcvcnuc

A graphical represcntation of the revenue budget is as shown below

REVEN U E Fl NANCIAL Y EAR 2023 / 2024

Total revenue, 1,

474,488,060 ,700%

.1

'l'he Fund rcceived 100% of its rcverlue lron FIF as dcpictcd abovc

Budget Utilisation

Thc F'und spent Kshs. 4'73,712,532 against an approved budget of Kshs. 499,236'8 16

represcnting absorption of 95%. Utilisation of the budget was carried out through various activities

(economic classifications) as shown in thc cha( be low:

Rcvenue from non-cxchan e transactions
-25,932,17825,932,178GovcrnmcntsTranslbrs from Count

lTYo80,880,606393,607,454474,488,060ITransfcrs {iom I:[ Ij Rcvcnuc
t2%54,948,428119,539,632.t74,488.060-lblal revcnuc

xlx

Noto 202312024

KShs

2022/21t23

KShs CTIANGE I
% CHANGE
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A graphical representation of expenditure .for the .financial year 23/24

I inancial Asscts Summa

t-\ I00'.Lt 1(I,tel.?651,O94,000 t.196.00010r,000
ll.0l916,.114,'( l011,969,092
l,0r)0l7l.r)(,1)175.0000l?1,000rL\

r.569.1{r01.656.500 87.1003,156,500500,000
t.r95

15,223,50O)6,210,000
I1.91.1.176

1.004.t0st,006.500
45.,.711.q2)t64,890,718391,861,209

R(

rxri( rlnd Anx,rlr.7nlldl I1I

rs.s:.r.!85{71.7r !,51277.tt86.ri!0 .t9'1.t36.817:121.150.006

Asscts

Currcnt asscts
I.600,502.45ttuivalcntsCash and cash c

18.773,309.0022.775.449.009Rcccivablcs lrotl Non cxchan g transactions
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The pcrccntagc incrcasc in thc fiscal ycar202312024 cornparcd to202212023 is as bclow, this duc

to the hcalth facilities implcmcnting enhanccd rcvcnuc collcction strategics, lcading to higher

bank balances by the end of the fiscal year. Also revenue expected by 30th Junc 2023, FY

ZO2ZIZOZ3 was recognized in the current fiscal year, contributing to the higher receivables.

Cash and cash equivalents increased by 92.91'h,

Reccivables from non-cxchange transactions increasedby 2l '32oh

CURRENT ASSETS

30,rr0,0m.00

25,q)0,0m.00

20,@0.0m.00

15,m0,0m.00

10,000,0m.00

5,0@, m0.00

Ir
Cash and cash

equiv,rlents

3,088,457.70

1,6m.502.4s

t Kshs FY2O23/2024 t Kshs FY2022/2023

Value for Moncy Achieve ments

'l'hc I{ealth Scrvice Improvcment Fund has dcmonstratcd significant valuc-for-money

achievements through various initiatives and investments. Some of these achievements include:

o Enhanced lleatthcare Access: Thc fund has facilitatcd incrcascd acccss to hcalthcarc

serviccs lbr a larger po(ion of the population. This is achicvcd by improving and cxpanding

o

r Kshs FY202 3/2024

t Kshs FY2022l202 3

Beceivables from Non
exchan8e transacl ions

22,77 5,449.OO

18,77 3.309.00

Total Current Assets

25,863,906.70

20,373,811.45

xxt
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REPORT Ol-'l'HE I'UND MANAGEMDMINISTRATOR (CONTINUED)

healthcare infrastructurc, including the construction olnew health facilities and the rclurbishment

of existing ones. As a rcsult, more people cau rcceive essential mcdical care closcr to their

communitics.

a

a

a

llfficicnt Resource Allocation: Thc fund has tbcused on optimizing the allocation ol

resourccs within the healthcare system. This includes efficient procurement practices, which

have lowered the cost of medical supplies and equipment, ensuring that available lunds are

uscd effectively to bencfit patients.

Financial Sustainability: By implcmcnting rcvcnue cnhanccmcnt stratcgics such as

digitalization of hospital systems, thc fund has hclped hcalth facilitics becomc morc

hnancially sustainable. This enables them to generate revenue internally, reducing reliance

on extemal funding sources.

Transparency and Accountability: The fund has dcmonstrated a commitment to

transparcncy and accountability in its operations. This ensurcs that funds are used cfficiently

and that there is a clcar and open reporting mechanism for stakeholders to monitor progress

and outcomes.

Ovcrall, thc I Icalth Scrvicc Improvcment Fund has demonstratcd a strong commitmcnt to

achieving value for money by ensuring that cvery investment and initiativc contributcs to the

inrprovement of healthcarc services and outcomes for the population it serves.

xxll

Capacity Building: Thc fund has invcstcd in thc training and do'clopmcnt of hcalthcare

professionals, leading to a more skillcd and competent workforce. This not only improves the

quality olcare but also rcduces the need to hirc expensivc cxtcrnal consultants or pcrsonnel.

a
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Implementation challenges of stratcgic objectives tbr the Health Scrvicc Improvcment

Fund and the entity's future outlook

. Resource Constraints: Limited filalcial resources can hinder the effective implenrentation

ol stratcgic objcctives. Expanding healthcarc infrastructurc, acquiring advanced mcdical

cquipmcnt, and training healthcarc pcrsonncl oftcn rcquirc substantial invcstments.

1'cchnology Adoption: Implemcnting new healthcare technologies and systems' such as

Elcctronic Medical Records (EMR) systenls, can be complcx and require extensive training

for staff. Rcsistancc to changc from hcalthcarc providcrs can also be a challcngc

Policy and Regulatory Framework: Adhcring to and aligning with national and regional

hcalthcare policies and regulations can pose challenges, especially if therc are conflicting

mandates or regulatorY gaPs.

o

a

a

a

a

Political and Administrative Changes: Shifts in govcrnment leadership, policies,

administrative structurcs can impact the continuity and direction of healthcare projects.

or

Entity's Future Outlook:

Thc budget allocation for the upcoming fiscal year amounts to Kshs. 509,571,114, with a

dcsignated portion allocated to I'lealth facilitics. Our objectivc is to allocate 30% of this

allocation towards renovating and maintaining buildings within thc health l'acilities, aiming to

enhancc and uplift the overall structural condition of these healthcare facilitics.

Sustainability: Ensuring thc long-term sustainability of thc Ilcalth Servicc Improvement Fund

will be a key focus. This involvcs exploring diversc funding sourccs and dcvcloping revcnuc-

generating strategies within the healthcare system.

Technology Integration: Continucd investment in technology and data-driven healthcare

solutions will bc critical for improving patient care, streamlining operations, and enhancing

cfficicncy.

xxl u
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. public-Private Partnerships: Exploring collaborations with the privatc sector and non-

governmental organizations can expand the fund's capacity to dcliver healthcare serviccs and

improve overall outcomes

Key risk managcmcnt stratcgies for the Health Serviccs lmprovement Fund include:

Internal Audit: Regularly assess and identify potcntial risks to the fund's opcrations, including

financial, operatiotlal, and strategic risks. This involves conducting comprehensive intcnlal

control and asscssmcnts to undcrstand thc naturc and impact ofvarious thrcats.

o

a

a

a

a

Divcrsification of Funding Sources: Rcducc reliance on a singlc lunding source by

diversifying revenue streams. This can include sceking support fronl govemmcnt allocations.

donor funding, grants, and privatc-scctor partncrships to mitigate financial risks.

Capacity Building: Invest in stafftraining and dcvclopment to build thc skills and expcrtise

necdcd to idcnti{y, asscss, and rnanagc risks cffectivcly. This includcs training on risk

management best Practices.

Strategic Partnerships: Collaborate with strategic partners, including govemment agencies'

healthcare providers, and non-govemmental organizations, to leverage expertise, resources'

and support in risk managemcnt and mitigation.

C oncl usion

The fiscal year 202312024 can be characterized as generally positive. Substantial progress was

achicvcd, and this progress has sct thc stage for thc Health Scrvice Improvement Fund to maintain

a path toward prospcrity. We havc idcntificd specific arcas tbr improvemcnt, with a particular

emptrasis on the digitization of all hospitals through the acquisition and phascd installation of an

xxlv

Lcgal Compliancc: Stay informcd about rclcvant laws and rcgtrlations affccting hcalthcarc

opcrations and tunding. Ensurc compliance with all legal requircments to minimize legal and

regulatory risks.
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ic Mcdical Rccords (EMI{)systcm. This initiativc is cxpcctcd to cnhancc hospital rcvcrrlrc

and elevate the quality-of-service delivery in the upcoming years'
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7. STATEMEN'I O}- PER}'ORMANCE AGAINST THE COUNTY I'UND'S

PREDETERMINED OBJECTIVES

Introduction

Section 164 (2) (1) of the Public Finance Managemcnt Act,2012 requircs that, at thc end of

each financial year, the Accounting Officer when preparing financial statements of cach

County Govemment entity in accordance with the standards and formats prescribed by the

public Sector Accounting Standards Board includes a statement of the county government

entity's pcrfonnance against prcdetennined objectivcs.

The key development objectivcs of the Health Servicc Improvement Pund 2024-2029 plan are to

a) provide financial resources for medical supplies and small-scale equipping of I{ealth

Serviccs in thc county for basic operation and maintenance.

b) Give dccision making autonomy to hospitals to plan and managc thc rcsources within thcir

control.

c) Support capacity building in the management of hospitals.

d) Improve thc quality of health care services in the hospitals'

xxvl
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PREDETERMINED OBJECTIVES (CONTINUED)

Progress on attainment of Stratcgic development objectives'

Ilclow wc providc thc progrcss on attaining thc statcd objectivcs:

COUN'I'Y l-uNl)'s

Budget allocation
and expenditure tbr
supplies and

equipment.

Number of health
facilitics with EMR
systenls installed
and in use for
patient and
financial rccord
management.

Increased
availability of
medical supplies,
improved equipment
in health services

and integration of
the EMR system

The allocated funds have

been utilized for the

acquisition of medical
supplies and equiPment,
and the focus was on

ensuring optimal
rcsourcc utilization whilc
rninimizing any wastage.

Successful installation of
EMR systcms in
Kilifi County Refcrral
I lospital pcnding roll out

to thc rcst ol'thc ho

Decision making
autonomy in hospitals
enabled them to allocate
resources based on their
spccifi c nccds. prioritics,
and patient
dcmographics. leading to
more efficient resource
utilization.

als

lmplementation of
hospital-level
budgeting and

decision-making
proccsses.

Enhanced hospital
autonomy in
resource allocation
and managemetrt.

Give decision-making
autonomy to hospitals to
plan and manage the
resources within their
control.

Decision
Making
Autonomy

There was a signiticant
enhancenrent in the

competencies and

expertise ol stafl
mcmbcrs duc to training
initiatives, resulting in
thcir proficicnt
application of best

ractlces

Number of staff
trained and
progress in
implententing best
practices.

Support capacity building
in the rnauagentent of
hospitals.

Patient satisfaction
surveys, reduced
error rates, and

clinical audits.

Enhanced patient
care and satist-action.

reduced medical
erTors.

Improve the quality of
health care services in the
hospitals.

Capacity
Bu ildinr:

Quality
Improvem
ent

Pcrformance
measurcments wcre
transparcrttly
communicated to board
members and that

xxvl I

accountabili mcastu'cs

Provide financial resources

fbr medical supplies and

small-scale equipping of
Health Services in the
county for basic operation
and maintenance.

Financial
Resources

Improved hospital
management skills
and practices.
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8. CORPORATE GOVERNANCII S'I'ATI'IMENT

THE BOARD

Thc Kilifi County Hcalth Services Improvemcnt Fund was cstablished in 2016 by Counry

Assembly of Kilifi through enactment of the Kilifi County Hcalth Services Improvcment Fund

Act.

The Fmd was established for the improvement of health care seryice delivery in the county of

Kilifi. The board has a mandate to provide oversight of thc administration of the funds drawn from

the Fund.

THE BOAR-D MEMBERS

The Act of 2016 provides that the board shall be made up of seven members, including the

chairman appointed by the Govemor, the Chief Officer Hcalth Scrvices, the l'und Administrator

appointed by thc County Treasury, the County Director of I lcalth Services, and thrce other persons

who shall be appointcd by thc Exccutivc Mcmbcr. The board is rcsponsiblc for thc long-term

stratcgic direction. The board membcrs' cxcrcises leadership, entcrprise, intcgrity and judgmcnt

in directing the Fund.

Thc board mcmbcrs arc provided with full, appropriate and timcly information that cnablc thcm to

maintain full and ettective control over thc stratcgic, financial, opcrational and compliance issues.

The day-to-day operations of the Fund is delegated to the F'und administrator but the board

rncmbers are responsible for establishing and maintaining the Fund's system of intemal controls

for the realization of its mandate of providing financial support. Thc Fund Act was established on

lgth September2Ol6. Howcvcr, operationalization of thc l"und comrncnccd on 3l't January 2020

this was due to the fact that by then the sclection process lor the board mcmbers had been

complctcd. appointments had been done. Gazettement of board menrbers was done and also

training of the rncmbers which is a critical component as well as the members TORs'

During this fiscal year, there wcrc no changcs in the cornposition of thc board

xxlx
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coRPoRA'l'Il GOV 1l RNANC E STA'rE MIiNT (CONTI N U l'lD)

BOARDS SUCCESSION PLAN

The HSIF Act 2016 underwhich this Fund is administered does not capture succession plan and

thc rcason is that as provided in thc critcria of sclcction of thc Board membcrs, aftcr thc cxpiry of

thc mandatc of thc board mcmbcrs which is 3 ycars aftcr which a mcmbcr can bc rc-appointed for

another one maximum tcmr for 3 years. The board mcmbership therefore, is not a pcmrancnt job

that would warrant a succession plan to be put in place for anticipation and preparation for a

member's retircmcnt in order not to crcatc a gap post rctircmcnt.

Thc proccdurc for board mcmbcr's sclcction, appointmcnt and gazcttcmcnt is vcry claboratc aftcr

expiry of thc mandatc and therelorc a succcssion plarr is not considercd within this act.

PROCESS OF APPOINTMENT AND REMOVAL OF TRUSTEES

Thc chairpcrson and mcmbers of thc Committcc appointcd shall hold officc for a tcnn of threc

ycars and shall bc cligible for rcappointmcnt for one furthcr tcnn.

A membcr shall vacate his/hcr position as a membcr of thc Management Committcc il'hc/shc;

a) is absent from three (3) consecutive meetings of the comnrittee;

b) violatcs Chaplcr 6 of thc Constitution;

c) ceases to be a resident of Kilifi County or Sub-County or work in the area of I Iospital

Jurisdiction;

d) voluntarity rcsigns from committec; and

e) Dies

fl is so incapacitated by prolonged physical or mental illness as to be unablc to attend and

discharge his/her duties

xxx
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CORPORA'IE GOVERNANCE STATEMENT (CONTINUED)

BOARD MEETINGS

Thc boar4 meprbers convenc on a quartcrly basis or as nccessary to ovcrscc thc Fund's stratcgic

plan,s cxccution and cnsurc the accomplishmcnt of pcrforrnancc contract objectives. Furthcrmorc,

the board members assume an oversight role concerning all additional financial and operational

matters. The board hcld four (4) full board during the F-Y 202312024 with all mentbers

participating.

FUNCI'IONS OI.- THE T'UND BOARD
'thc F'und Iloard shall: -

a) Providc oversight of the administration of thc moneys drawn from the Fund

b) Mobilizc rcsourccs for the Fund

c) Providc guidance to the managcment Fund Boards on: -

Proposals on user fees where the management Fund Board seeks to propose new user fees

or changcs to thc old fees structure.

Disciplinary matters including but not limited to theft ol'funds, spcnding of revcnuc at

source, spendilg without proper authorization, fraud, abuse of powers of exemptions and

waivers.

lv

Monitor thc pcrformancc of the hospital managcmcnt Fund Boards

Reccivc rcports from the management F'und Boards tbr its consideration and adoption

Dcvelop criteria for the granting of waivers and exemptions

Rt.sPo\s I BI Ll'l.l t.s ol."l'l I l. I U \ D BO,\ltl)

In administcring thc Fund, the Fund Iloard shalt have thc fbllowing rcsponsibilities: -

a) Prepare, sign and transmit to the County Auditor in respcct ofeach financial year and

within three months after the end thereol, a statement of account relating to the Fund

xx\ I
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specifying all contributions to the Fund and the expenditure incurred from the Fund, and such

details as the County Treasury may from timc to timc direct, in accordance with the provisions

of thc ['ublic Audit Act

c) Develop the criteria for the allocation ol' funds fbr approval

d) Prcpare annual distribution of resourccs by hcalth Serviccs

c) Impose conditions on the use of expenditurc authorized and may impose any reasonablc

prohibition, restriction or other requirement concerning such usc of expenditure.

f) Institute prudent nteasures lor the proper utilization for monies deposited in the Fund using

suitablc ilternal controls and appropriate mechanism for accountability including audit of

accounts by internal auditors of the dcpartmcnt rcsponsiblc for matters relating to financc.

INDUCTION AND TRAINING

In collaboration with the Kilifi County Department of Hcalth Services and key partners, the Hcalth

Serviccs Improvcmcnt Fund (llSIF) succcssfully conducted a weck-long induction program lor

ncwly appointcd hospital board mcmbers. Thc program was mcticulously dcsigncd to familiarizc

the board mcmbers with thc hospital's operational procedures, governance structure, and strategic

goals. This trailing is being conducted in phases, and the induction of the next group of board

mcmbcrs is schedulcd for a later stage.

The primary aim of this training is to equip the participants with a deeper understanding of the

healthcarc scctor's background and the laws, rulcs. and regulations governing these services. This

xxxll

b) Furnish such additional information as may bc required that is proper and sufficient lor the

purpose of examination and audit by the County Auditor in accordance with the provisions

of the Public Audit Act.

g) Cause to be kept proper books of accounts and records relating to all receipts, payments,

assets and liabilities ofthe Fund and to any other activities and undertakings financed by

the Fund.
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coRPoRATE GOVTIRNANCE STA1'EMIiNT (CONTINUED)

knowledgc is intended to contribute to improvcd acccssibility, accountability, and the clfectivc

utilization of resources.

The training program will facilitate the acquisition of knowledge and skills related to leadership,

managentent, and governancc roles and responsibilities. This, in tum, will enable the board

rncnrbers to cffcctivcly support thc managemcnt of hcalthcare facility rcsources. Additionally'

participants will bc equipped with essential knowledgc and skills regarding the fundamentals of

hcalthcare facility planning, including the planning cyclc. They will also be prepared to oversce

the managcment of financial resources within the hcalthcare facility, with a focus on erlsuriug

robust intcrnaI controls and cffectivc financial risk managemcnt.

Moreovcr, the board members will gain proficiency in supporting healthcare facility staff in

delivering high-quality healthcare services, ultimately leading to improved health outcomes within

the community. The training will also covcr strategies for resourcc mobilization and effective

resource managcntent, vital componcnts for cnhancing scrvicc dclivcry at hcalthcarc facilitics.

BOARD AND MEMBER PERFORMANCE

Internal Control

Thc board membcrs arc responsiblc for revicwing thc effcctivcncss of thc Fund's system of

internal control which is dcsigned to provide reasonablc, but not absolute, assurance rcgarding thc

salcguardilg of assets against unauthorized use or disposition and the maitrtenance of propcr

accounting records and the reliability of financial information used within the business or for

publication. Thcsc controls are designcd to manage rather than eliminate thc risk of failure to

achicve business objectives due to circumstances which may rcasonably be foreseen and can only

provide rcasonablc and not absolute assurancc against matcrial misstatcmcnt or loss.

Organization Structure

A clcar organizational structure cxists, detailing lines of authority and control responsibilities

xxx l
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Internal Control Framework

The Fund continues to rcview its intemal control framcwork to ensure it maintains a strong and

cffective intcrnal control environmcnt. Busincss processes and controls are rcviewed on an

ongoing basis.

Management Tcam

The management tcam hcaded by the Fund Administrator implements the board dccisions through

action plans. The team mects rcgularly to rcvicw thcse action plans to cnsure that thc board's

objectivcs are achicvcd cffectivcly and efficicntly.

CONFLICT OF INTEREST

Thcrc is an abscncc of any conflict of intcrcst within thc board

BOARD REMUNERATION

Board members rcceivc their compensation in accordance with thc guidclines established by the

Satary and Remuncration Committcc (SRC).

ETHICS, CONDUCT AND GOVERNANCE AUDIT

Thc Fund is auditcd by thc Auditor-Gcncral.

xxxlv
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9. MANAGEMENT DISCUSSION AND ANAI,YSIS

Thc F'und is in its inception stages with potcntial to grow over the years. Thc managcment and

board arc putting measures in place to safcguard funds against risks. The !'und's opcrations cxposc

it to a variety offinancial risks including revenue target shortfalls and unexpected pandenrics'

The Fund's overall risk managemenl programme focuses on unprcdictability ol changcs in thc

busincss environmcnt and seeks to minimisc thc potential advcrse effect of such risks on its

performance by setting acceptable levels of risk'

The management has ensured that the Fund complies with statutory requirements relating to the

functions of the Fund and also making surc that statutory deductions are rcmittcd on timc to avoid

incurring pcnalties and interests for non-compliance.

Revcnue

Thc Fund carned revenues amounting to Ksh. 474,488,060 from the Hospitals collection' The

board and managcmcnt of thc Fund arc looking to its funding from the Hospitals rcvcnuc collection

while also engaging other developnlcnt parlncrs to ensure its sustainability and success.

REVEN U E Fl NANCIAL YEAR 2023 12024

Total revenue, 1,

47 4,488,060 ,1,00%

.1
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Major risks facing thc Fund

l. Fluctuations in Revenue: The fund's income may fluctuate due to variations in uscr fec

collection and reimbursement ratcs from NHIF, impacting its financial stability and ability

to support healthcare initiatives consistently'

2. Economic Downturn: Economic downtums can lead to decrcased affordability ol

healthcarc services for individuals, potcntially reducing user fee collection and NIIIF

rcimbursements.

3. Technological Challengcs: Rapid tcchnological advancements in healthcarc may rcquirc

significant invcstments in ncw tcchnologics, posing financial and opcrational challcngcs

for thc fund

4. Sustainability: Ensuring that healthcare improvement projects remain sustainablc and

continue to deliver benefits in the long tern can be challenging'

Conclu sio n

We express our gratitude for the continuous support received from the board membcrs,

management, stafi the County Govcmment, development partners, and all essential stakeholdcrs.

Wc anticipatc ongoing collaboration and coopcration in areas of shared intcrest throughout the

fi nancial year 2024 I 2025

xxxvl



'l'hc Kilifi County II
Annual Report and

ealth Scrt'iccs ImProvoment F'

Financial Statements for the Y

und
ear ended June 30, 2024

Sustainability strategy and prolile

The Fund is kecn on achieving universal healthcare tbr the poputation of Kilifi County. In the

period undcr review thc Fund improved financial managcment and fiscal transparency ofhospital

staff in budgcting, resource tracking and budgct advocacy.

Environmental performance

Thc hospitals un<|er the fund have invested in biosafe mcthods of medical waste disposal. Public

hcalth units havc cstablished waste scgrcgation, shrcdding, disinfection and incineration to

climinatc ncgativc cxposure to thc cnvironmcnt.

Market place practices

Thc Ilealth Scrvices Improvemcnt F'und rnaintains good business practices and trcats its supplicrs

rcsponsibly by adhering to several key principles:

r Fair and Competitive Procuremcnt: Thc fund upholds a fair and competitivc

procurement process. Suppliers are chosen based on pre-qualified criteria, cost

colsiderations, reliability, and their commitmcnt to Public Procurement. This approach

ensures equitable treatment of supplicrs and fostcrs healthy competition among them.

. Compliance with Rcgulations: Thc lund complics with all rclcvant laws and rcgulations

govcrning procurement and supplicr relationships. This includes adhcrencc to anti-

cotruption laws and ethical business conduct.

x,xxvl I

t'

I O. ENVI RONMENTAL AND SUSTAINABILITY RI]PORTING

The Fund cxists to transform lives as it plays a key role in achieving universal health coverage'

This is our purposc; the driving force behind cvcrything wc do. lt's what guides us to dclivcr our

strategy, putting the citizen first, delivcring quality hcalthcare services, and improving operational

exccllencc. Bclow is the Fund's highlights.
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1I. REPORT OF THE BOARD

The Board submit their report together with thc financial statemcnts for the ycar ended June 30,

2024 which show thc state ofthe Fund affairs.

Principal activities

The principal activities ofthe Fund are to;

a) Providc financial rcsources for mcdical supplies and small-scale equipping of l{calth

Serviccs in the county for basic opcration and maintcnancc.

b) To give decision making autonomy to hospitals to plan and manage the resources within

their control.

c) To support capacity building in thc managcmcnt of hospitals.

d) Thc Fgnd's objcctivc is to improvc thc quality of hcalth care scrvices in thc hospitals

Results

Thc results ofthc Fund for the year ended Junc 30,2024 arc set out on page I to 24

Fund Board

The Board members of the Fund who servcd during the year are shown on page vi to xii thcre wcrc

changes in the Board during the FY 202412025

Auditors

Thc Auditor Gcncral is rcsponsible lor thc statutory audit ol thc Fund in accordancc with Articlc

229 of the Constitution of Kenya and the Public Audit Act 2015

By Order of the Board

Dr. Gome Lcnga

Chair of the Board

o^t", ......*IlkI2l

xxxvl I I
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maintaining adequate financial management alrangements and ensuring that these

continue to be effective throughout the reporting period;

b. maintaining proper accounting rccords, which disclose with reasonable accuracy at

any time the financial position of thc Fund;

designing, implementing and maintaining internal controls relevant to the

preparation and fair prcsentation of the financial statements, and ensuring that they

arc lree from material misstatemcnts, whether duc to error or fraud;

d. safcguarding thc assets ofthe I'und;

sclccting and applying appropriatc accounting policics

f. making accounting cstimates that arc rcasonablc in thc circumstances

The F'und Administrator of the Kilifi County Health Scrvicc lmprovemcnt F'und accepts

rcsponsibility for the Fund's financial statements, which have been prepared using appropriate

accounting policics supportcd by reasonable and prudent judgements and estimates, in conformity

with Intcmational Public Sector Accounting Standards (IPSAS), and in thc manner rcquired by the

pFM Act, 2012 and the Kilifi County Health Service Improvement Fund Act 2016. The

Administrator of the Fund is of the opinion that the Fund's financial statements givc a truc and fair

view of the statc ofFund's transactions during the financial year endcd June 30, 2024, and olthe

ll

c

c

I

I 2. STATEMI]NT OI.- MANAGEMEN'I''S RES PONSIBILI'tI ES

Section 167 of the Public Finance Management Act,20l2 requires that, at the end of each financial

ycar, thc Fund Administrator of Kilifi County Health Scrvice lmprovcment Fund Act 2016 shall

prepare financial statements tbr the F'und in accordancc with thc standards and formats prescribed

by thc Public Scctor Accoutrting Standards Board.

The Fund Administrator of the Kilifi County Health Service Improvement Fund is responsible for

the preparation and presentation of the Fund's financial statements, which give a true and fair view

ofthe statc ofaffairs ofthe Fund fbr and as at the end ofthe financial year ended on June 30,2024.

This responsibility includes:

xxxlx
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STATEMENToFMANAGEMENT,SRESPONSIBILITIES(CONTINUED)

Fund's financial position as at that date. The Fund Administrator further confirms the completeness

of the accounting rccords maintaincd for thc l:und, which havc bccn relicd upon in thc preparation

of the Fund's financial statcrlrcnts as well as the adcquacy of the systcrns o[intental financial control.

In preparing thc financial statcrnents, the Fund Adrninistrator of the Kilifi County Hcalth Servicc

lmprovement F'und has assessed the Fund's ability to continue as a going concem and disclosed, as

applicable, matters relating to the use of going concern basis of preparation of the financial

statements. Nothing has contc to thc attention of thc Fund Administrator to indicatc that the Fund

will not remain a going conccm for at least thc ncxt twclve months from the datc of this statcment.

Approval of the financial statcments

Thc Fund'.s financial statemcnts wcre approvcd b Board on I

signcd on its hchalfby:

CPA Racheal Bahati

HSIF Administrator

H5 IFF 'tTIATOR
!., N T2

AD }}l .
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REPORT OF THE AUDITOR-GENERAL ON KILIFI COUNTY HEALTH SERVICES
IMPROVEMENT FUND FOR THE YEAR ENDED 30 JUNE,2024

PREAMBLE

I draw your attention to the contents of my report which is in three parts

A. Report on 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 La$dulness and Effectiveness in the 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 the
Government achieves value for money and that such funds are applied for the
intended purpose.

C. Report on Effectiveness of lnternal 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, risk
management environment and internal controls, developed and implemented by
those charged with governance for orderly, efficient and effective operations of the
entity.

A Qualified Opinion is issued when the Auditor-General concludes that, except for
material misstatements noted, the financial statements are fairly presented in accordance
with the applicable financial reporting framework. The Report on Financial Statements
should be read together with the Report on Lawfulness and Effectiveness in the Use of
Public Resources and the Report on Effectiveness of lnternal Controls, Risk Management
and Governance.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 ol the Constitution, the
Public Finance Managemenl 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 of the Auditor-General on Kili/i County Health Services lmprovement Fund for the year ended 30 June, 2024



a
REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Kilifi County Health Services
lmprovement Fund set out on pages 1 to 26 which comprise the statement of financial
position as at 30 June,2024 and the statement of financial performance, statement of
changes in net assets, 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, 2015.1have obtained
all the information and explanations which to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln 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 Kilifi County Health Services lmprovement Fund as at
30 June, 2024 and of its financial performance and its cash flows for the year then ended,
in accordance with lnternational Public Sector Accounting Standards (Accrual Basis) and
comply with the Public Finance Management Act, 2012.

Basis for Qualified Opinion

1. lnaccurate Property, Plant and Equipment Balance

The statement of financial position reflects property, plant and equipment balance of
Kshs.6,768,688 as disclosed in Note 13 to the financial statements. However, the opening
net book balance of Kshs.3,263,893 was not subjected to depreciation during the year as
the depreciation charge for the year of Kshs.87,300 is only in respect of additions for the
year. ln addition, the depreciation was not supported by a depreciation policy.

ln the circumstances, the accuracy and completeness of property, plant and equipment
balance of Kshs.6,768,688 could not be confirmed.

The audit was conducted in accordance with lnternational Standards for Supreme Audit
lnstitutions (lSSA|s). I am independent of the Kilifi County Health Services lmprovement
Fund Management in accordance with ISSAI 130 on the Code of Ethics. I 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. I

believe that the audit evidence I have obtained is sufficient and appropriate to provide a
basis for my qualified opinion.

Emphasis of Matter

The statement of comparison of budget and actual amounts reflects budgeted revenue
and actual on comparable amounts of Kshs.499,236,816 and Kshs.474,488,060
respectively resulting to an under-collection of Kshs.24,748,756 or 5o/o of the budget.
Similarly, the Fund spent an amount of Kshs.473,712,532 against actual receipts of

Report of the Auditor-General on Kilifi County Health Services lmprovement Funtl for the year ended 30 June, 2024
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Kshs.474,488,060 resulting to an under-utilization of Kshs.775,528 or 0.16% of actual
receipts.

The under-performance affected may have negatively impacted on the planned activities
of the Fund which affected service delivery to the public.

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. Except for the matters described in
the Basis for Qualified Opinion section, I have determined that there are no other key
audit matters to communicate in my report.

Other Matter

Unresolved Prior Year Matters

Various prior year audit issues remained unresolved as at 30 June,2024. Management
has not provided reasons for the delay in resolving the prior year audit issues.

Other lnformation

The Management is responsible for the other information set out on page iii to xxxix which
comprise of Key Entity lnformation and Management, The Board of Trustees,
Management Team, Report of the Fund Administrator, Corporate Governance Statement,
Management Discussion and Analysis, Environmental and Sustainability Reporting,
Report of the Board, Statement of Management's Responsibilities, Statement of
Performance Against County Fund's Predetermined Objectives. The Other lnformation
does not include the financial statements and my audit report thereon.

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, I confirm that nothing has come to my attention to cause me to believe that
public resources have not been applied laMully and in an effective way.

Report of the Auditor-Generol on Kilifi County Health Services lmprovement Fund for the year ended 30 June, 2024
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My opinion is not modified in respect of this matter.

ln connection with my audit on the Fund's financial statements, my responsibility is to
read the other information and in doing so, consider whether the other information is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or otherwise appears to be materially misstated. lf based on the work I have performed, I

conclude that there is a material misstatement of this Other lnformation, I am required to
report that fact. I have nothing to report in this regard.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES



Basis for Conclusion

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require that I 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 comply in all material respects, with the authorities that govern
them. I believe that the audit evidence I 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, I confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Basis for Conclusion

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

Responsibilities of Management and Board of Trustees

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards/lnternational
Public Sector Accounting Standards (Accrual Basis) and for maintaining effective internal
controls 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
governance.

ln preparing the financial statements, Management is responsible for assessing the
Fund's ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless Management
is aware of the intention to 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.

ln 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

Report of the Auditor-General on Kilifi County Health Services lmprovement Fund for the year ended 30 June, 2024

4



comply with the authorities which govern them and that public resources are applied in
an effective way.

The Board of Trustees are responsible for overseeing the Fund'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 governance
and risk management, and ensuring the adequacy and effectiveness of the control
environment.

ln conducting the audit, Article 229(6) of the Constitution also requires that I express a
conclusion on whether or not 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. ln addition, I

consider the entity's control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7 (1) (a) of the Public Audit Act,
2015.

Further, I am required to submit the audit report in accordance with Article 229(7) of the
Constitution.

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: https://vrrww oaqkenva.qo.ke/auditor-qenerals
responsibilities-for-audit/. This description forms part of my auditor's report

FC BS

Report of the Auditor-General on Kilifi County Health Services Improvement Fundfor the year ended 30 June, 2024
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Auditor-General's Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
lnternational Standards for Supreme Audit lnstitutions (lSSAls). The standards require
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the PublicAuditAct,20l5. Reasonable assurance is a high levelof assurance but is
not a guarantee that an audit conducted in accordance with lSSA|s will always detect a
material misstatement 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.

AUDITOR.GENERAL

Nairobi

31 December,2O24
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14. STATEMEN'I' OF T'INANCIAT, PERF'ORMANCT] F'OR ]'IIE YEAR ENDED 3OTII

JUNE 2024

reciation And A morlizalion cnsc

The notes set out on pages 6to2 art o.f these Financial Statements

l;' ::.
Adnlllrstrator ol thc F.lqd

'ii .

Narnc: Racheal Bahati'

ICPAK Member Number:21 I l2

i
Fund Accountant

Name: Fred Nzai

ICPAK Member Number: 30736

Reyenue from non-exchange transactions
Transfers from FIF Revenue I 474,488,060 4t9,s39,632
Total revenue 474,488,060 419,539,632

Expenses

2Employee costs t,t93,765 369,280

Use of goods and services 3 36,434,8t0 19,486,64s
4 r 73,000 2,769,080

5 87,300 1,554,954

Repair and Maintcnance 6 1,004,105

434,8t9,ss2
963,737

393,21t,209Transfers to other govemment entities 7

473,712,532 418,354,905Total expenses

775,528 1,184,729Surplus/( deficit) for the period

Note Jun-24
KShs

.Iun-23
KShs

Board of Management Ilxpenses

't0
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Current assets
I,600,502tl 3,088,458uivalcntsCash and cash

18,773,3099 22.775,449transactlonsReceivables tiom Non exch
20,173,81I25,863,907'lbtal Currenl r\ssct s

\ on-c urrcnt assets
3,263,8931.1 6.768,68ltI)ru c[t lanl, and c ut nlcnt

'l'ota I N0n-curront Asscts
23,637,70432,632,595'l'otal asscts
16,837,824l0 25,057,186transactlonsTrade and othcr 1t ablcs lronr exchan

16.837,82.125.057.186'l'otal liabilitics

Nct lsscts
6,799,8801.575,408lusAccumulated su

23,637,70432,632,595Total net asscts and liabilitits

15. S'l-A'l'I,lMENI'Ol" ["INANCIAL POSI'IION AS A1'30 JUNI'] 2024

The accounting po licies and explanatory notes to these financial statements foml

of thc financial statcmcnts. Thc cntity financial statcm ts wcrc approvcd on +
and signed by:

&
Administrator of the

egral part
2024

Fu und Accountant

Name: Frcd Nzai

ICPAK Membcr Number: 30736

Namc: Rachcal Bahati

ICPAK Member Numbcr:21 I l2

Note Jun-23
KShs

Jun-2tl
KShs

Assets

I
___l

2
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I6. STA]'Ii],MI.]N'T O}- CIIANGI']S IN NE'[ ASSI"TS I"OR 'I'TI}: YI'],AR I']NDI]'D 16III

.,r.JNU 2024

5,6 r 5,I 535,61 5,1 5321t22Balance as at I Jul
1,184,'728I ,1 84,728criodS lus/ dcficit for thc
6.799.8806,799,880Balance as at 30th June 2023

6.799,8806,799,8[t02023Balance as at I .lul
775.528775.528eriodlus/(deficit) for the

7,575,4087,575,408Balancc as at 30th Junc 202d

3
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17. S1'A'I'EMEN'|'OF CASH FI,OWS l'OR ]'HE Ytl'AR IiNDI']D 30 JUNII' 2024

Notc: Thc Statemcnt of Cashflow has bccn prcpared under thc Direct method. 'Ihe Net cash

flows from operating activities havc bcen reconciled with the Indirect Method as discloscd in

Notc I l.

ac tivi ti esCash flows from o eratin
Recci

404,004,433I 470,485.920Transl'ers frorl FIF Revenue
404,004.433470.485,920'l'otal Recei ts

mentsP
369,280.002 I . I 93,7(r5Etl lo ec cosls

2,769,080.00{ I 73,000Board of Mana t I:x ellscs
19,486,645.0036,434,8 l0lds and scrvicesUse of

963,737.006 I ,004, 105air and MaintenanceIt
376,601,8857 426,600,190vemment entltlesTranst'ers to other
400.190,621465.,105,870Total Pa nrents

3,813,8065,080,050lctivitiesNet cash flotvs from o erntin
activitiesCashllon ltom investin

(2,584,ri70)13 ( 3,592,095 )urchase of fixed assests
(2,s84,{t70)(3,592,095)ac tivit iesNet cashflow fronr investi n

1,228,936l,487,955Not i ncrcasc/ uivalentsdcc rcase in cash and cash e

371 ,566t,600,502Cash and cash c uivalcnts at I JULY 2023
1.600,5023,088,.t578Cash and cash cq uivalents at 30TH JUNE 2024

4

Note Jun-2{ Jun-23

KShs KShs
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KShs KShs KShsKSh\ KShsRevenue
421.350.006 77.886,810 499,236,816 474..188.060 24,7 48,7 56 95%Transfers from County Covt &FlF Revenue

{21,-150.006 77,EE6,Er 0 .r99,236,816 .174.,1EE,060 24,748,156 950LTotal income

990h

Budget notes

a) In accordance with IPSAS 24.29, thc changes in the budget amounting to Ksh.77,886,810 was attributed to reallocations and increase

of revenue lrom other entities.

b) The actual revenue fell short of the budgeted revenue by Kshs.24,748,756. This represents a variance of approximate ly 5% below

the budgeted amount. This was attributed to lower-than-expected reimbursements from NHIF: ln cases where the hospital relicd

heavily on reimbursements from the National Health Insurance Fund (NHIF) for funding. Also lower collections from hospital pay

points which occurred due to a Doctors and Clinical officers strike, which posed challenges in aligning expenditures with available

Erpenses

Employee costs 102,000 1,094,000 1.196,000 1.193,765 2.235 100%

Use of goods and services 22.479,797 13,969,092 36.448,889 36.434,8 r0 14.079 100%

Board of Management Expenses I 75.000 0 17s.000 I71,000 2,000

Depreciation And Amort ization Expense 500,000 3,156,500 3.6s6,s00 87.300 3,569,200

Repair and Maintenance 6,230,000 (s,223,s00) 1.006.500 | .004.105 ) 10( t00%

Transfers to other govemment entities 391,863,209 64,890,718 456.753.928 414,819,552 21.934.376 95%

Total expendilure 42r,-150,006 77.n86.810 ,199.216.817 1'7 3,712,572 25,52,1.285 950h

Surplus for the period (0) (0) 775.s28 (77s,s28)

5

()riginal budget

Jul-23

Adjustments l'inal budget

Juo-24

Actu:rl on compamblc
basls

Jun2{

Performancc difrerencc

Jun-24

70 utilisation

Jun-24

18. STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE PERIOD 2024

resources.
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19. NOTES TO THE FINANCIAL STATEMENTS

Significant Accounting Policies

I. Gencral Information

Kilifi Ilcalth Scrvicc lmprovemcnt F'und is establishcd by and dcrives its authority and

accountability lrom 2016 IISIF'Act. Thc entity is wholly owncd by thc Kilifi county

Govemment and is domiciled in Kenya.

2. Statement of compliance and basis of preparation

The F'und's financial statements have been prepared in accordancc with and comply with

lntemational Public Sector Accounting Standards (IPSAS). -l-he financial statements arc

pr.escntcd in Kenya shillings, which is thc functional and reporting culrency of thc Fund. The

accounting policies have been consistently applied to all the years presented. The financial

statemcnts have bccn prepared on thc basis ofhistorical cost, unless stated otherwise. The cash

flow statement is prepared using the dircct method. The financial statcments are prcparcd on

accrual basis.

3. Adoption of new and reviscd standards

(i) New and amended standards and interpretations in issue but nol yet eflective in the

year ended 30 June 2024
Thcre rverc no ncw and amcnded standards issucd in thc financial year'

(ii) Nen,antl amended standards and inlerpretotions in issue bul not yet effeclit'e in the

year ended 30 June 2024.

Applicable l' January 2025

Thc standard sets out thc principles for the rccognition, mcasurement, presentation'

anfl disclosurc of leascs. The objectivc is to ensure that lcssees and lcssors provide

relevant information in a manner that faithfully represents those transactions' This

information gives a basis for users of financial statements to assess the effect that

lcascs have on the financial position, financial performance and cashflows of an

Entity.

Thc ncw stanclard requircs entities to rccognisc. measurc and prescnt information on

right of use assets and lease liabilities.

IPSAS 43

6

Standard Effective date and impact:
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Thcre was no Impact of the amcndment to IPSAS 43 with respcct to thc current

financial rcport

Applicable lil January 2025

The Standard requires,

Assets that meet the criteria to be classified as held for sale to be measured at the

lowcr ofcarrying amount and fair valuc less costs to scll and thc dcprcciation olsuch

assets to ceasc and:

Assets that mcet the critcria to be classified as held for salc to be prescntcd scparately

in the statement offinancial position and the results ofdiscontinued operations to be

presented separately in thc statement offinancial performance.

There was no lmpact of the amendment to IPSAS 44 with respect to thc current

Iinancial report

IPSAS 44:

Non- Current

Assets I{eld

for Salc and

Discontinucd

Operations

Applicable l" January 2025

Thc standard supcrsedcs IPSAS l7 on Propcrty, Plant and Equipment. IPSAS 45 has

additional guidance/ new guidance for heritage assets. infrastructure asscts and

measurement. Heritage assets werc previously excluded from the scope of IPSAS l7

in IPSAS 45, heritage asscts that satisfy the definition of PPE shall be recogniscd as

asscts if they mcct the critcria in thc standard. IPSAs 45 has an additional application

guidance for infrastructure assets, implementation guidance and illustrative

cxamples. Thc standard has clarificd existing principlcs c.g valuation of land ovcr or

under the infrastructure assets, under- maintenance of assets and distinguishing

significant parts of infrastructure assets.

There was no Impact of the amendment to IPSAS 45 with respect to the current

financial report

IPSAS 45-

Propcrty Plant

and

Equipment

1
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Applicable l" January 2025

The objective of this standard was to improve measurement guidance across IPSAS

by:

i.Providing furthcr detaited guidance on thc implcmcntation of commonly

used measuremcnt bascs and thc circumstances under which they should

be used.

ii.Clarifying transaction costs guidance to enhance consistency across

IPSAS;

iii.Amending where appropriate guidance across IPSAS related to

measuremcnt at recognition, subsequent measurement and mcasurement

related disclosures.

The stan<lard also introduces a public sector specific measurement bases called the

current operational valuc.

'l'herc was no Impact of the amcndmcnt to IPSAS 46 with respect to tho current

financial report

IPSAS 46

Measurement

Applicable l" January 2026

'fhis standard superscdes IPSAS 9- Revenue from exchange transactions, IPSAS I I

Consttuction contracts and IPSAS 23 Revenue from non- exchange transactions.

This standard brings all thc guidancc ofaccounting for rcvcnuc undcr onc standard.

The objectivc of thc standard is to establish thc principles that an entity shall apply

to report uscful information to uscrs of financial statemcnts about thc nature, amount,

timing and uncertainty of rcvenue and cash flow arising from revenue transactions.

'l'here was no lmpact of the amendment to IPSAS 47 with respect to the current

financial report

IPSAS 47-

Revenue

Applicable I't January 2026

'Ihe objcctive of thc standard is to establish thc principles that a transfer provider

shatt apply to rcport useful information to uscrs of financial statemcnts about the

nature, amount, timing and unccrtainty of expenses and cash flow arising from

transfcr expcnsc transactions. This is a new standard for public sector entitics gcared

IPSAS 48-

'fransfer

lixpenscs

I
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to provide guidance to entities that provide transfers on accounting flor such

Therc was no Impact of thc amcndmcnt to IPSAS 47 rvith respect to the currcnt

financial rcport

transfcrs

Applicable I't January 2026

The objcctivc is to prcscribc the accounting and reporting rcquircmcnts for thc public

scctor rctiremcnt benefit plans which provide rctiremcnt to public sector cmployccs

and othcr eligible participants. The standard sets thc financial statemcnts that should

bc presented by a retirement benefit plan.

There was no lmpact of the amcndmcnt to IPSAS 47 with respect to thc current

financial report

IPSAS 49-

Rctiremcnt

Bcnefit Plans

(i) Early adoption of standards

Thc Entity did not early - adopt any ncw or amendcd standards in the financial year 202312024

9
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c) Summary of Signilicant Accounting Policies

a) Revenue recognition

i. Revenue from non-exchange transactions

Transfers from other government entities

Revenues from non-exchange transactions with other govemment entities are measured at [air

value and recognized on obtaining control of the asset (cash, goods, services and propcrty) if

thc transfer is frcc from conditions and it is probablc that the ccotlomic benefits or scrvicc

potential rclatcd to the asset will flow to thc entity and can bc mcasurcd reliably.

ii. Revenue from exchange transactions

I n tercst incottte

Interest incomc is accrued using thc effcctive yield mcthod. The elfective yicld discounts

cstimated future cash rcccipts through the cxpccted life ofthe financial asset to that asset's net

carrying amount. Thc method applies this yield to the principal outstanding to determine

interest income each period.

b) Budgct information

'I'he original budgct for bY 2023-2024 was approved by thc County Fund Board on 3l'' July

2023. Subsequent revisions or additional appropriations wcrc made to the approvcd budget in

accordance with specific approvals from the appropriatc authorities. The additional

appropriations are added to thc original budget by the entity upon receiving the respective

approvals in ordcr to conclude the final budgct. Accordingly, the Fund recorded additional

appropriations of Kshs.77,886,810 on the FY 2023-2024 budget following the Fund board

approval.

t0

Thc entity's budget is prepared on a different basis to thc actual income and expenditure

disclosed in the financial statements. The financial statements are prepared on accrual basis

using a classification bascd on the naturc ofexpenses in the statcment ol'financial pertbrmancc,

whereas thc budgct is prepared on a cash basis. The amounts in thc financial statcments werc

recast from the accrual basis to the cash basis and reclassified by presentation to be on the same

basis as thc approved budget. A contparison ofbudget and actual amounts, prepared on a
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Summary of Significant Accounting Policies (Continued)

comparable basis to the approved budgct, is then presented in the statement of comparisorr of

budgct and actual amounts.

In addition to the Basis differcnce, adjustmcnts to amounts in thc financial statcmcnts arc also

made for differcnces in the formats and classification schcmes adopted for the prcscntation of

the financial statements and the approved budget.

A statemcnt to rcconcilc the actual amounts on a comparable basis included in thc statcmcnt of

comparison ol budgct and actual amounts and the actuals as pcr thc statcmcnt of financial

performance has been presented under section l8 ofthesc financial statements.

c) Property, plant and equiPment

All propcrty. plant and equipmcnt are stated at cost lcss accumulated depreciation and

ir-npairment losses. Cost includes expenditure that is directly attributable to the acquisition of

the items. When significant parts of property, plant and equipn-rent are required to be replaced

at intcrvals, thc cntity recognizes such parts as individuat asscts with specific uscful lives and

dcpreciatcs them accordingly. Likewisc, whcn a major inspcction is performed. its cost is

rccognized in the carrying amount of thc plant and equipment as a replaccment if the

recognition criteria are satisficd. All other repair and maintenancc costs are rccognizcd in

surplus or dcficit as incurred. Where an asset is acquired in a non-cxchange transaction lbr nil

or nominal consideration the asset is initially measured at its fair value'

d) F-inancial instruments

IPSAS 4l addresscs thc classification, measuremcnt and de-recognition offinancial assets and

financial liabilities, introduces new rules for hedge accounting and a new impairment model

for financial assets. ?"ie entity doe.s not have ony hedge relalion.ships and there/bre lhe new

hedge accoutrling rules have no impact o,1 the Company',r .financial statenents' (antend as

appropriate). A financial instrument is any contract that givcs risc to a financial asset of onc

entity an6 a finarrcial liability or cquity instrumcnt of anothcr entity. At initial rccognition, thc

entity measurcs a financial asset or financial liability at its fair value plus or minus, in the case

of a financial asset or financial liability not at fair value through surplus or deficit, transaction

ll
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Summary of Significant Accounting Policies (Continued)

costs that are directly attributable to the acquisition or issuc of the financial asset or financial

liability.

Financial assets

Classification of financial assets

Thc entity classifies its financial assets as subsequently measured at amortised cost, fair value

through nct assets/ cquity or fair valuc through surplus and deficit on thc basis of both the

entity's management model tbr financial assets and thc contractual cash flow characteristics o[

the tinancial asset. A flnancial asset is measured at amortizcd cost when the financial asset is

held within a management model whose objective is to hotd financial assets in order to collect

contractual cash flows and the contractual tcrms of thc financial assct give rise on specified

datcs to cash flows that arc solely paymcnts of principal and intcrcst on the principal

outstanding. A financial assct is mcasured at fair valuc through net asscts/ cquily if il is hcld

within the managemcnt modcl whose objcctive is achicved by both collccting contractual

cashflows and selling financial assets and the contractual terms ofthe financial asset givc rise

on specified dates to cash flows that are solely payments of principal and interest on the

principal amount outstanding. A financial asset shall be mcasured at fair value through surplus

or dcficit unlcss it is measurcd at amortizcd cost or fair valuc through net asscts/ cquity unlcss

an cntity has made irrevocable election at initial recognition lor particular investments in equity

rnstrulrcrlts

Subsequent measurement

Bascd on the business model and the cash flow characteristics, the entity classifies its financial

assets into amortized cost or fair value categories for financial instruments. Movements in fair

value are presented in either surplus or deficit or through net assets/ equity subject lo ccrtain

criteria bcing met.

l2



'l'hc Kilifi County Ilcalth Serviccs lmprovcmcnt F'und

Annual Rcport and F'inancial Statemcnts for thc ycar cndcd June 30' 202{

Summary of Significant Accounting Policics (Continucd)

Amortized cost

Financial assets that arc held for collection of contractual cash flows whcre those cash flows

rcprcscnt solcly paymcnts of principal and intcrcst, and that are not dcsignated at fair valuc

through surplus or dcllcit, are measurcd at amortized cost. A gain or loss on an instrumcnt that

is subsequently measured at amortized cost and is not part of a hedging rclationship is

recognized in profit or loss when the asset is de-recognized or impaircd. Interest income from

these financial assets is included in finance income using the effective interest rate method.

Fair valuc through net assets/ equity

Financiat assets that are hcld for collcction of contractual cash flows and for selling thc

financial assets, where the assets' cash flows represent solely payments of principal and

interest, are measured at fair value through net assets/ equity. Movements in the carrying

amount are taken through net assets, exccpt for the recognition of impairment gains or losses,

interest rcvenuc and tbrcign exchangc gains and losscs rvhich are recognizcd in surplus/deticit.

lnterest income from thesc financial asscts is included in finance income using thc effectivc

irltercst rate mcthod.

Fair value through surplus or deficit

Financial assets that do not meet the criteria for amortized cost or fair value through net asscts/

equity are measured at l'air value through surplus or dcficit. A business nrodcl wherc thc cntity

manages financial assets with the objective of realizing cash flows through solely the salc of

the assets would result in a fair value through surplus or deficit model'

Trade and other receivables

Trade and other rcceivables are rccognizcd at fair valucs lcss allowanccs for any uncollectiblc

amounts. Trade and other receivables are assessed for impairment on a continuing basis. An

estimate is made of doubtful receivables based on a review of all outstanding amounts at the

year end.

13
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Sunrmary of Significant Accounting Policies (Continued)

Financial liabilitics

Classification

The entity classihes its liabilities as subscquently measured at amortized cost except lbr

financial liabilitics measured through protit or loss

e) Changcs in accounting policies and estimatcs

The Entity recognizes the eft'ects of changes in accounting policy retrospectively. The effects

of changes in accounting policy are applied prospectivety if retrospective application is

impractical.

l) I{clatcd partics

g) Cash and cash cquivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on call

and highly liquid investmcnts with an original maturity of three months or less, which arc

readily convertible to known amounts of cash and are subject to insignificant risk of changes

in valuc. Bank account balances inclutic amounts hcld at thc Central Bank of Kenya and at

various comnrercial banks at the end of the financial ycar. I"or the purposcs ofthcsc 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) Comparativc figurcs

Whcrc nccessary comparativc figures for the previous financial year havc been atnended or

reconfigured to conform to the required changes in presentation.

t4

The Entity regards a related party as a person or an entity with thc ability to cxcrt control

individually or jointly, or to exercisc significant influcnce over thc lintity, or vicc vcrsa.

Members of key management are regarded as related parties and comprise the directors' thc

CEO and senior managers.
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Summary of Significant Accounting Policics (Continucd)

5. Signilicant judgments and sources of estimation uncertainty

The preparation of the Entity's financial statements in conformity with IPSAS requires

management to make judgmcnts, estimates and assumptions that affcct the repo(cd amounts

of rcvcnucs, cxpcnscs, asscts and liabilitics, and thc disclosurc of contingent liabilitics, at thc

end ofthe reporting period. I Iowever, uncertainty about thcsc assumptions and cstimates could

result in outcomes that requirc a material adjustmcnt to thc carrying amount of the assct or

liability affected in future periods.

The werc no judgcnrents, cstimates and assumptions made in this financial statement

I5
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6. NO'I'I.]S TO'I'H E I'INANCIAI, STA'I'T]M I.]N'I'S

l. Transfcr from FIF Revenue

2. Employce Costs

Salarics, wa and allowances

3. Use ofGoods and Services

4. Board of Managcment of ExPenses

Sittin alkru,ancc

73.990.716 42 57 ,07 |

137.081..196

llti 123,3 I 3

Grants - HSIF I

|L2,0'77 ,7 52I10.135,007Grarrts - I ISIF
t2l.616,'720Grrnts - HSll' l
I 61t.545,617(irants - HSllf

419,539,63247{,{88,060'Iotal

3 5 6,31J01,t25,5'7 5

I 2,9006tt,I 90SthcmcsNational Socialr Contribulions Io Cll
169.280I,191,765'lirtal

I .700.5002,369, 148lics and Scrr iccs( onllllunicat SLr

516, I4.1I.(rlt-1,.1-i.llics and ServicesOfficc and Gencral Su
t2,492,3952t,47 5,600tion (-'oslsDonrcstic 'l'ravcl and Subsistcncc, and Othcr

76t,961'l'rl in I.,x c l'tsc s

2,445,606501.6107,ita li lics and ServicesSuII
67,000ialiscd Matcrials and Su

t,|7 .275287,000Fuel Oil and Lubricants
64,34086,788ra(u'r()lhcr l:x I'nscs

I t6,8854211,419ntPurchasc of I lousehold lrumiture and Institutional ll
I 0 r I,500I,772,830and Inlbrmation lies and ServiccsAdvcfiisinPrirrt in

l e,4tt6,6d536,.134,tt l0'li)lrl

2.769,01r0r71,000
2,769,0110173,000'lirtll

l6

Descrlption Jun-23
KShs

Juo-24
KShs

Description Jun-24
KShs

Jun-23
KShs

Jw-?/
KShs

Jun-23
KShs

Dc;cription

Jun-23

KShs
Descripti iIl Jun-24
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Notcs to the Financial Statcments Continucd

5, l)cprcciation and Amortization

lilnt rnd r.l I nl

6. Rcpair and Maintcnancc

Routinc Maintcnance - Vehicles

Routine Maintenance - Other Assets

7. Transfcrs to othcr govcrnment cntitics

Transfers to Level 4 IIo itals

ll. Cash and cash equivalents

Detaited analysis ol the cash and cash equivalents are as lollows

9. Rcccivablcs from non-exchangc transactions

434,819,552

1.554,95487,300

1.554,95.187.-100'lillal

618.090328.500

345,647675,605
963.737I,004, t 05'l'otal

393.21t,209

393.211.2094-14,819,5S2Totlll

1.600,5023.088,45 8Currcnt account
ivirlentsTolal cash and cash

Currcnt Sccount

ralirc Ihnk('o-()
t22.11260.31I1272367622KCG CGK COUNfi TIEALTII MANAGEMENT IISIF

1.478.0713.028.147171027201tKCC. I ISIF EXPENDIT1JRE ACCOUNT
1.600.s02.1.088..t58Grxnd lolal

(lurrcnt Rcceivablcs

Slandin [cstI

ll,r.77]..1(X)22,775,449Transfcrs frorn KCG Hcalth Rcvenuc Collcctkln Account
I8.771..10922,775,449Total rcccivablcs from cxchange transactions

l'7

Description

Dcsc ription

lan-24
KShs

Jun-24
KShs

Jun-23
KShs

Jun-23
KShs

Jun-24
KShs

Jun-23
KShs

DeJcripli0n

Jun-24

KShs

Jun-2-1

KShs
Dcscrlption

1.600,5023.0tt8.45ri

Jun-2.1

KShr]lccount llumhrr
Jutt-2.1

Jun-24
KShs

Jun-23
KShr

Descrlption
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Notes to thc Financial Statcments Continued

10. 'Iradc and other payables from exchange transactions

I l. Cash generatcd from opcrations.

12. Related party balances

il Rclatcd transaclions

ablcsTradc

Rcfundablc ls
16,837 ,82425,057.186Accrued e s

lcs0thcr
16,837,8242s,057,186bles'l otal trrdc and (tther plva

I.184,72lt77 5,528car bcforc taxus lirr thtS

usled for:A
1,554,954tt7,3 00recratlon

ol'assetsGainV losses on

Interest incomc
Finxlrcc eost

\\'orkin Ca al atl ust rnrDts

Incrcasc in invcn
(r5,53s.r99)(4,002, t40)Incrcasc in rcccivablcs

16,609,3248,2t9,362Incrcasc in ablcs
3.8t3,8065.080.050rrtinq actiliticsNct cash flou' fronr opc

4t9.s39.632474.488,060'll arrslcrs lionr I ISIIr

remuneralionb) Kc)'managcmenl

2,769,080r 73,000[]ourtl ol' Menrbcrs allowanccs
2,769,080r 7-1.000'lbtal

liJ

Jun-24
KShr

Jun-23
KShc

Jun-24
KShs

Jun-23
KShs

D0scrlpti0n

Jun-24
KShs

Jun-23
KShs

Jun-24
KShs

Jun-23
KShs
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13. Property, plant and equipment

Shs ShsShs ShsCost
12.500 30%Drpreciation Rate

3,r91,3953,r91,395At I st July 2022

I,568.150 2,58.1,870l,016,720Additions

5,776,2651,016,720 .1.759.5-15At 30'h June 2023

5,776,2654,759,5451,0r6,720At t" July 2023

2,408,595 3,592.,0951.183,500
9,368,3602.200,220 7,168,r40At 3O'I'H JUNE 2024

Depreciation and impairnrent
957.419 957,419At I st July 2022

1.554,954127,090 1,42't,864Depreciation for thc year

2.-185.282 2,512,372127.090At 30 .lune 2023

2,sr2,3722,385,282127,090At I st July 2023

tt7,30026,794 60.506Depreciation for the Year

2,599.672l5-1.titt4 2,445,7[t8At 30'l'H JUNE 2024

\ct book values

3,263,893889.630 2,374,263At 30s June 2023

4.722.352 6,768,6882,0.t6,-3-16At.IOTII JUNE 2024

I

l9

Addit ions
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14, Related party balances

a) Nature of related party relationships

Ilntities and other parties related to thc !-und include those parties who havc ability to exercisc

corrtrol or cxcrcist significarrr influencc ovcr its opcrating and financial dccisions. Rclatcd

parties includc managemcnt personnel, thcir associates and close family members The

fund/scheme is relatcd to the following entities:

a) The County Government;
b) The Parcnt County Govcmment Ministry;
c) Key managemenl;
d) Board ol'Trustccs; etc.

b) Related party transactions

c) Key manage mcnt renruneration

4t9 s3s.632474,488.060Transfcrs from I{SII'

2,769,080173,000Iloard of Mcmbers allowances
2.769,080173,000'l'otal

Jun-24
KShs

Jun-23
KShs

Jrn-24
KShs

Jun-23
KShs

20
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15. Financial risk managemcnt

Thc Fund's activitics exposc it to a varicty olfinancial risks including crcdit and liquidity risks

and effccts of changes in forcign currency. The Fund's overall risk managemcnt programme

focuses on unpredictability of changcs in the business environment and seeks to minimise the

potential adverse elfect of such risks on its performance by setting acceptable levels of risk.

The Fund does not hedge any risks and has in place policics to ensure that credit is only

extended to customcrs with an establishcd crcdit history.

a) Crcdit risk

The Fund has exposure to crcdit risk, which is the risk that a countcrparty will be unable to pay

amounts in full when due. Credit risk arises from cash and cash equivalents, and dcposits with

banks, as well as trade and other receivables and available-for-salc financial investmcnts.

Management assesses the credit quality of each customer, taking into account its financial

position, past expericnce and other factors. Individual risk limits are sct based on internal or

cxtgrnal asscssmcnt in accordancc with lirnits sct by thc dircctors. The amounts prcscntcd in

the statement offinancial position are net of allowances lor doubtful reccivables. estimated by

the entity's management based on prior experience and their assessment of the current

economic environment. Thc carrying amount of financial assets recorded in the financial

statements represcnting the cntity's maximum exposure to credit risk without taking account

o[ the value of any collateral obtained is madc up as lollows:

I

The Fund's financial risk ntanagement objcctives and policies are detailcd below:
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At 30 June 202.1

22,775,449Reccivables from non-cxchangc
transactions

3,088,45 8lJank balanccs

25,E63,907'l'otal

18,773,309Receivables from non-exchange
transactions

1,600.502[]ank balanccs

20,373,81I'l otal

22

At 30 Junc 2023
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Notes to the Financial Statements (Continued)

The customers undcr the fulty pcrforming catcgory are paying the ir debts as thcy continuc

trading. The crcdit risk associatcd with these rcccivablcs is minimal and the allowance lor

uncollcctiblc amounts that the entity has recognised in thc financial statements is considered

adequate to cover any potentially irrccovcrablc amounts.

The board of trustees sets the Fund's credit policies and objectives and lays down parameters

within which thc various aspects ol credit risk management arc operated.

Ultimate responsibility for liquidity risk management rcsts with thc Fund Administrator, who

has built an appropriate liquidity risk management framework for the managemcnt of thc

entity's sho(, medium and long-term funding and liquidity management requirements. Thc

cntity marrages liquidity risk through continuous rnonitoring offorecasts and actual cash flows.

The table below reprcsents cash flows payable by the Fund under non-derivativc financial

tiabilities by their remaining contractual maturities at the reporting date. The amounts discloscd

in the table are the contractual undiscounted cash flows. Balances duc within l2 months equal

thcir carrying balances, as thc impact ol discounting is not significant'

At 30 June 2024
25,057. r tt6

25.057.186
Trade payables

25,057,18625.057,I 86'l'olal

Ar 30 .lunc 2023

16,837.824
16,837,824Trade payables

16.837,82{t6.837.824'f otal

23

b) l,iquiditl risk nranagcmcnl
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c) Capital risk managcment.

Thc objective of the Fund's capital risk management is to saleguard the Fund's ability to

continue as a going conccrn. Thc entity capital structurc comprises of the following lunds

Gearin g 59"/o

16. Evcnts aftcr the reporting pcriod

There were no material adjusting and non- adjusting events after the reporting period.

17. Ultimatc and llolding EntitY

The entity is a Kilifi County Ilcalth Services Improvement Fund cstablished by section 167

Act of the Public Finance Management (PI'-M) Act 2012. Its ultimate parent is the County

Govemment of Kilifi.

I ll. Currcncl'

7,575,408Accumulated surplus
6,799,8807.575,40E'l'otal lir nds

(3,088,458)Less: cash and bank balanccs

4.486,950Nct debt/ (excess cash and cash

equivalents)

5.199,378

76t/o

'lt

Thc financial statcments arc prcscntcd in Kcnya Shillings (Kshs).

6,799,880

( r,600,s02)
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20. ANNEXES

Annex I: Progress on Follow Up Of Prior Year Auditor's Recommendations

The following is the summary of issues raised by the external auditor, and management comments that were provided to the auditor

.I

March 2025

Detailed

explanations to

obscrvation given

in the Audit
response

Not Resolved

Inaccuracies in Hospitality Supplies and Services Expenditure

The statement of financial performance reflects cxpenditure of Kshs. 19,486,645 in

respect of use of goods and services. As disclosed in Note 4 to the financial

statemcnts, the amount includes Kshs.2,445,606 incurred on hospitality supplies and

services. However, the supporting ledger for the expenditure reflects Kshs.5,214,686

resulting in a variance of Kshs.2,769,080 which was not explained or reconciled.

ln the circumstances, the accuracy and completcncss ofexpcnditure on hospitality

supplies and services expenses could not be confirmed.

I

March 2025

Detailed

explanations to

observation given

in the Audit
response

Not Resolved

Budgetary Control and Performance

The statement of comparison ol budget and actual amounts rcflccts final revenuc

budget and actual on comparable basis of Kshs.487,026,686 and Kshs.419,539,632,

respectively, resulting in an under-funding ol Kshs.67,487,054 or l4olo of the

budgct. Similarly, thc Fund spent Kshs.418,354,905 against an approved budget of
Kshs.487,026,686, resulting in an under-expenditure ofKshs.68,67l,78lor l4% ol
thc budget.

1

25
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