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b) Glossary of Terms

Fiduciary Management The key management personnel who had financial responsibility

1. Acronyms and Glossary of Terms

a) Acronyms

BOM

ICPAK

IPSAS

PFM

PSASB

Kshs

MARWA

KCSHIF

Board of Management

Institute of Certified Public Accountants of Kenya

Intemational Public Sector Accounting Standards

Public Finance Management

Public Sector Accounting Standards Board

Kenya Shillings

A luo word meaning "ours"

Kisumu County Social Health Insurance Fund
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2. Key Entity Information and Management
a) Background information
Kisumu County Social Health Insurance Fund is established by and derives its authority and

accountability from PFM and Health Act on 20th Nov 2020. The Fund is wholly owned by the

County Government of Kisumu and is domiciled in Kenya.
The fund's objective is to;

) Provided Health Insurances Cover to the indigent population within Kisumu County

) Establish a centralized fund into which all revenue collected pursuant to these regulations

shall be paid and administered and;

) Provide for oversight and administration of the fund

The Fund's principal activity is to provided Health Insurances Cover to the indigent population

within Kisumu County

b) Principal Activities
VISION
MISSION
CORE OBJECTIVES

Y ensuring seamless transfer of funds from the Kisumu County Social Health Insurances

Fund to National Hospital Insurances Fund for providing a medical insurances cover for
indigent population in Kisumu County

D ensuring seamless payment of capilation, visil lees and reimbursement lo the county

participating healthcare facilities and payment ofservices to any aPPointed supplementary

healthcare providerfrom NHIF pool
D ensuring seamless pawent of speciJied operation costs including any refunds that

necessary to ensure provision of quality healthcare services to the targeted indigent

population in Kisumu CountY

c) Bo rd of Trustees/Fund Administration Committee

Fund Manager/ Administrator
I

Committee Chair
2

Dr. Cregory Ganda

Committcc McrnbcrJ

Committee Member4 Ms. Nathalie Hoben

Cornmittee Member
5 Mr. Wilson Abiero

lv

Evans Oloo

Mr. George Okong'o
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Key Entity and Management (Continued)

e) Fiduciary OversightArrangements

Fund Administrator

MBA, Bcoms, DBM, Dip Procurement,
SMC, Health Administration Health

Administration Offi cer KCRH

Mr. Evans Oloo
Fund Accountant

2
Social Health Insurance Lead

B. Pharm, MSK
MSC. Health Systems Managements

J Dr. Phanice Aiore

d) Key Management Steam

I

r
fr

Mr. Joshua Okise

BBA Accounting, CPA, Master of Science

in Finance, and PhD in Finance-current

A professional Accountant, Financial
analyst, and a lecturer

I
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Internal Auditor Mr. Dienya

f) Registcrcd Offices

P.O. Box 40100-721
Prosperity B uilding/Hou selPlaza
Oginga Odinga Avenue/Road/Highway
Kisumu, KENYA

g) Fund Contacts

Telephone: (254) 7 17083112
E-mail : kisumucountymarwa@gmail.com
Website kisumu. go.ke

h) Fu d Bankers

Kenya Commercial Bank

United Mall Branch
Kisumu
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Key Entity and Management (Continued)

i) IndependentAuditors

Auditor General
Offrce of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084
GOP 00100
Nairobi, Kenya

j) Principal Legal Adviser

The County Attomey

P.O. Box 40100-721
Prosperity Building/Hou se lPlaza
Oginga Odinga Avenue/Road/llighway
Kisumu, KENYA

k) County Attorney

Mr. Edris Nicholas Omondi

LLB

Advocate of the High Court of Kenya

P.O. Box 40100-721
Prosperity Bui lding/Housel Plaza
Oginga Odinga Avenue/Road/Highway
Kisumu, KENYA
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3. Fund Administration Committee

Chief Officer of Health

MbChB, MMed, Clin. Fel Gyn Onc

Committee Chair

Dr. Gregory Ganda

County Executive Member of Finance

BE. Economics, Master's degree in govemance and

development

Committee member

orge Okong'oMr

MBA, Bcoms, DBM, Dip Procurement, SMC, Health

Administration Health Administration Officer KCRH

Fund administratorl Secretary to the Board

Mr. E ans Oloo

Committee member
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MSC Public Health

Masters in LLM
Pharm-Access Western Lead
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Nathalie Hoben
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4, management Team

Mr. Evans Oloo MBA, Bcoms, DBM, Dip Procurement, SMC,
Health Administration Health Administration
Officer KCRH

Fund Administrator

Mr. Joshua Okise BBA Accounting, CPA, Master of Science in

Finance, and PhD in Finance-current

A professional Accountant, Financial
consultant, and a lecturer

Fund Accountant

Dr. Phanice Ajore B. Pharm, MSK
MSC. Health Systems Managements

MARWA Coordinator
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6. Report of The Fund Administrator

BACKGROUND

Founded in early 2021 to meet the health insurance needs of the Kisumu County populace, the

Kisumu County Social Health Insurance Fund has been in operation for the past two years. Since

then, Kisumu County residents have had varying degrees of success in obtaining health insurance

coverage. The fund receives funding via partner donations and capitation from NHIF public

payments.

The total sum spent over that time was Kshs 20,019,483 for 20231204.

The fund management board achieved significant success in streamlining the hospital's delivery

of supplies and implementing digitalization'

Looking forward

Increasing health coverage is key and it reduces medical overdependency in the community and it
creates healthy financing. We look for effective and efhcient funding from CRF to avoid delays

in payment of premium

APPRECIATION

I take this opportunity to express my sincere gratitude and appreciation to the Ministry of health,

the county government of Kisumu, development partners, stakeholders, the Board of Management,

and staff for their continued support, which made us, achieve these results.

I look forward to your con 412025

?\?l
O|' DEC

A1 l\SlRAlOR
IUND l{L .,lr

xl

Challenges

Due to significant difficulties transferring monies from the CRF to the funds account, we had to

tum to altemative methods of providing for MARWA members rather than an insurance-based

system.

ur^{+.
UMLI5t\
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7. Statement of Performance Against the County Fund's Predetermined Objectives

Introduction

Section 164 (2) (0 of the Public Finance Management Act,2012 requires that, at the end of each

financial year, the accounting officer when preparing financial statements of each County

Government entity Govemment entities by the standards and formats prescribed by the Public

Sector Accounting Standards Board includes a statement of the county government entity's

performance against predetermined objectives.

The Marwa program continues to contribute towards Universal Health Coverage (UHC) by fully
subsidizing health insurance for vulnerable households and also coming up with innovative ways

to enroll members of the informal economy whilst ensuring that they remain enrolled.

Following comp laints on the initial identification of indigents, the department in the second phase

made use of the Community health structures and leveraged on information collected digitally in
identifl
deservi
scheme

current
depend

ring the most vulnerable households. The education bursary committee was used to verify
ng households further ensuring that only deserving persons were included in the indigent

r. This has ensured the county identifies genuinely deserving indigents. The scheme

ly covers a population of 5409 principal indigent households and approximately 21,636

ents, including spouses and children across all seven sub-counties. To augment the county's

the national government is also currently supporting an additional 18,601 households.efforts,
Kisumu East constituency development fund is also supporting 1400 households whereas Kisumu

central and Seme are supporting additional 692 and 601 households respectively. Since its

inception, health care facilities have so far recorded 38,950 clinic visits by the indigent population

(1551 inpatients, 37,400 outpatient visits) (Data source:Mtiba).

xll
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Following lessons from the initial implementation, the county executive is in the process of making

amendments to the regulati ons (2020) to allow the county to use digital technology to administer

the collection of premiums allowing MARWA to be a platform allowing aggregation of collections

and transferring finance to insurance firms chosen by the individuals

Current Marwa Indigent coverage per sub county;Data source:Mtiba

To achieve 7 \Yo health Insurance penetration in Kisumu and effectively finance the healthcare

system, the program is working towards gaining traction in the informal sector targeting organized

groups and self-paying members e.g., Market vendors, jua kali traders, cooperative sacco's etc.

The new regulations aim to: -

Approve the expansion of MARWA coverage to include the informal sector.

Realign Marwa as a platform that aggregates and enables Kisumu residents to obtain social

health protection.
Approve the initiation of a digital wallet for every resident getting treatment at public

facilities to encourage saving and prepayment'

. Include the use of digital wallets to allow the informal sector to save and transfer to health

insurance of choice.

8. Corporate Governance Statement

Kisumu County Social Health Insurance Fund Board of Management is responsible for the

corporate govemance of the fund and is accountable to the Ministry of Health, County Department

xlll

HEALTH INSURANCE STATUS PER SUBCOUNTY

UNDER MARWA; Number of lives insured

3372 3240

2076
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of Health Kisumu County for ensuring that the Fund complies with the laws and the highest

standards of corporate governance and business ethics. The Board members attach great

importance to the need to conduct the business and operations of the Fund with integrity and by

generally accepted corporate practice and endorse the internationally developed principles ofgood

colporate govemance.

a) Board of Management

The Board of Management is composed of non-executive and executive members elected by the

governor of Kisumu County. The Appointed Board of Management is to be held accountable and

iesponSible for the efficient and effective govemance of the hospital. Members of the Board have

a range of skills and experience and each brings an independent judgment and considerable

knowledge to the Board's discussions. The board term is two years renewal subject to a

perfornhance contract.

SummErized below are the key roles and responsibilities of the Board:

! Approve and adopt strategic plans and annual budgets, set objectives, and review

key risk and performance areas.

! Resource Mobilization

! Detetrnine overall policies and processes to ensure integrity of the Hospital's

management of risk and intemal contracts; and

D Review at regular meetings Management's performance against approved

budget,

The fu|l Board meets at least 4 times a year. The Board members are given appropriate and timely

information so that they can maintain full and effective control over strategic, financial, operational

and compliance issues. Except for direction and guidance on general policy, the Board has

delegated authority for the conduct of day-to-day business to the Fund Administrator. The Board

nonetheless retains responsibility for establishing and maintaining the Fund's overall intemal

control, financial, operational, and compliance framework

b) Boatd Meetings

The Board as per the Annual work plan meets quarterly or additionally when necessary to consider

matters of overall control of the fund. The Board agenda and work plan are prepared early in the

year and adequate notice, agenda, and Board papers are circulated within stipulated timelines.

xlv
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9. Management Discussion and Analysis

As MARWA program advances, the county Department of Health aims to increase the number of
beneficiaries and expand coverage to more citizens and their families, support efforts to ensure

that the most vulnerable households remain covered, and expansion plans are rolled out. Efforts

are being made to engage with distribution partners, utilize eff,tcient enrolment models, and employ

digital [chnology to streamline operations and enhance the end-user experience. Implementing

Marwa has led to a steady increase in the claim reimbursements from NHIF'

10. Environmental and Sustainability Reporting

Kisumu Conty Health Insurance exists to transform health insurance in Ksumu County. It's

what guides us to deliver our strategy, putting the client/Citizen first, delivering health services,

and improving operational excellence. Below is an outline of the organisation's policies and

activities that promote sustainability.

i) Sustainability strategy and proftle

Kisumu County Health Insurance has continued quality service delivery maintained by frequent

funds request from various sources and increasing health insurance coverage.

ii) E nviro n m ental Perform a n ce

Environment is a key area that the facility has shown interest in managing so as to avoid health

risks and hazardous occurrences. The fund does not operate activities which are hazardous to the

environment

iii) Employee welfare

Kisumu County Health Insurance Fund Hospital does not take part in hiring process but is paying

stipend to contracted staff who assist in supporting MARWA operations.

iv) Market place Practices'

The organisation should outline its efforts to:

a) Responsiblecompetitionpractice.

Kisumu County Health Insurances does not offer competitive products but act as a platform for
health insurance.

b) Responsible Supply chain and supplier relations

The organisation uses the approved list of prequalified firms for Jaramogi Oginga Odinga

Teaching and Referral Hospital as in the procurement guidelines.

xv
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We maintain the supplier relations by ensuring timely payment upon the receipts of funds'

c) Responsible marketing and advertisement

The organisation carries outreaches within the communities where the information about the

MARWA is given to public.

Respective personnel are sent to conduct public participation and creates awareness in some cases

d\ Product stewardship

The facility maintains the confidentiality for the insurer record

v) Corporote Social Responsibility / Communiqt Engogements

The fund offers free health insurance to increase health insurance coverage and creating a health

sociery

By Order of the Board

Chair of the Board/Fund Administration Committee

Date:411212024

tl. Oversight Committee /Trustees Chairperson's Report

Marwl Kisumu Solidarity Health Insurance Scheme

"Marwa", which is the Luo word for "ours", is the name of the Kisumu Solidarity Health Insurance

Scheme. Marwa is a digitally enabled health insurance scheme under the umbrella of UHC,

designed to ensure that the most vulnerable and the non-poor informal sector populations of
Kisumu County also have access to affordable and quality healthcare services, whenever they need

it, and without suffering financial hardship. Underwritten by the National Hospital [nsurance Fund

(NHIF), Marwa contributes to UHC by identiffing those who can pay and ensuring that they

contribute, while subsidizing those who cannot. In parallel, Marwa also helps clinics improve their

quality.

The initiative is an outcome of a MoU between the Kisumu County govemment and Pharm Access

Foundation, whom they asked for support with technical assistance to help set up the scheme.

xvl
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Marwa has four elements:

Digitally registering and co-funding health insurance premiums for the most lulnerable

households in

Kisumu

2. Registering non-poor informal sector workers and others with the ability to pay.

3. Deployment of the Safe Care digital assessment tool to enhance the quality of healthcare'

4. Digital dashboards to increase transparency, create efficiency, and share data to improve

decision-making at the institutional level.

How Marwa works

Marwa is digitally enabled and patient-centered, connecting participants to the scheme through

their (simple) mobile phones. Marwa uses its technology and resources to proactively expand

"or". 
io most nrlnerable informal sector households identified through a socio-economic mapping

exercise. To make a start, Marwa adopted a co-funding model, combining premium subsidies for

the most vulnerable households from donors with earmarked funding from the County

Government for UHC. Over the years, the County's contribution will gradually increase, ensuring

the long-term sustainability of the program and health system transformation.

Informal sector workers with the ability to pay will be encouraged to buy the NHIF cover through

the marketing and outreach activities of Marwa. Funds in Marwa are ringfenced, ensuring

transparency and accountability for the use of funds. Through Marwa, residents of Kisumu are

registered through their mobile phones for NHIF on the M- TIBAI platform allowing for a smooth

roll out. In addition, Marwa must ensure that participants are confident enough that they will
receive quality care and consider pre-paying for it. For this reason, Marwa makes use of digital

tools to enhance healthcare joumeys in connected facilities. Through SafeCare, clinics in Kisumu

are provided with a digitally enabled standards-based approach for measuring, improving, and

recognizing the quality of their services.

The Marwa data is organized into dashboards that display key indicators, for example, utilization

and cost ofcare statistics, metrics related to quality levels of providers, and demographics' It can

also provide additional information on prioritized areas such as communicable diseases such as

malaria, TB, and HMAIDS, non-communicable diseases, and matemal care. The dashboards are

accessible to all key stakeholders and assist in making informed decisions.

Project objectives

o Develop and implement the strategy to expand population coverage in Kisumu County to enrol

the non-poor informal sector and retain them as members.

xvll



Kisumu County Social Health Insurance Fund
Annual Report and Financial Statements for the year ended June 30, 2024

o Support efforts to ensure that the most wlnerable households remain covered and expansion

plans by the Kisumu County Government are rolled out.

o Provide technical assistance to the Kisumu County Government on data insights through digital

platforms to drive decision-making.

Project activities

o Analysing and internalizing the structure of Kisumu's population by socio-economic groupings

and cohducting research into the most promising distribution channels that Marwa can use as

enrolment agents/aggregators of large groups to enroll the informal sector (for example,

microfinance institutions, mobile network operators, savings and credit co-operative societies,

utility providers, etc.)

o Executing strategy for extension of the Marwa program to the currently not included population'

Activities include marketing, partnership management, and enrolment. Partnership management

includes establishing key partnerships with distribution/enrolment partners (arranging meetings,

facilitating meetings for necessary contracts, assisting with the coordination of connecting or

integrating IT systems, ensuring that their staffand field agents are being trained under bespoke

capacity-building initiatives, etc.).

r Working with distributiorl/enrolment partners to pilot test and/or monitor their pilot projects on

enrolmpnt into Marwa.

o Follow up with partners and work with them where necessary to scale up initial efforts to cover

as many groups of citizens (and their families) as possible under Marwa.

o With others at Marwa, developing and running education campaigns to build awareness of
Marwa for the informal sector.

Conclusion

Since its launch in 2020, over 142,000 lives have been registered in Marwa, accessing care in 49

Marwa facilities. For the attainment of 70% health insurance coverage in Kisumu County as per

the Governor Manifesto, the program needs approximately of l24M to achieve the target. I look

for continuous partnerships with other partners and support from the county government of
Kisumu.

V Date 411212024Name Dr. Gregory Ganda Signature
CEC Health Kisumu County

xvllt
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12. Statement of Management's Responsibilities

Section 167 of the Public Finance Management Act,2012 requires that, at the end of each financial

year, the Administrator of a County Public Fund established by PFM and Health Act shall prepare

financial statements for the Fund by the standards and formats prescribed by the Public Sector

Accounting Standards Board.

The Administrator of the County Public Fund is responsible for preparing and presenting the Fund's

financial statements, which give a true and fair view of the state of affairs of the Fund for and as at

the end ofthe financial year ended on June 30,2024. This responsibility includes: (i) maintaining

adequate financial management arrangements and ensuring that these continue to be effective

throughout the reporting period; (ii) maintaining proper accounting records, which disclose with

reasonable accuracy at any time the financial position of the Fund; (iii) designing, implementing and

maintaining intemal controls relevant to the preparation and fair presentation of the financial

statements, and ensuring that they are free from material misstatements, whether due to error or

fraud; (iv) safeguarding the assets of the Fund; (v) selecting and applying appropriate accounting

policies; and (vi) making accounting estimates that are reasonable in the circumstances.

The Administrator of the County Public Fund accepts responsibility for the Fund's financial

statements, which have been prepared using appropriate accounting policies supported by reasonable

and prudent judgements and estimates, in conformity with Intemational Public Sector Accounting

Stan-dards (IPSAS), and in the manner required by the PFM Act, 2012 and Health Act of 2019. The

Administrator of the Fund is of the opinion that the Fund's financial statements give a true and fair

view ofthe state ofFund's transactions during the financial year ended June 30,2024, and ofthe
Fund's financial position as at that date. The Administrator further confirm the completeness of the

accounting records maintained for the Fund, which have been relied upon in the preparation of the

Fund's fin.ancial statements as well as the adequacy of the systems of intemal financial control.

In preparing the financial statements, the Administrator of the County Public Fund has assessed the

fund'i ability to continue as a going concern and disclosed, as applicable, matters relating to the use

of going concem basis of preparation of the financial statements. OR

Nothing has come to the attention of the Administrator to indicate that the Fund will not remain a

going concem for at least the next twelve months from the date of this statement.

Approval of the financial statements

The Fund 's financial statements were approved by the Board on 411212024 and signed on its behalf

by:

Uurl+
Administrator of the County Public Fund

a
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REPUBLIC OF KENYA

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

ort on Financial Statements that considers whether the financial statements are

audited the accompanying financial statements of Kisumu County Social Health
nce Fund set out on pages 1 lo 24, which comprise of the statement of financial
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irly presented in accordance with the applicable financial reporting framework,
a unting standards and the relevant laws and regulations that have a direct effect

the financial statements;

B port on Lawfulness and Effectiveness in the Use of Public Resources which
nsiders compliance with applicable laws, regulations, policies, gazette notices,

rculars, guidelines and manuals and whether public resources are applied in a
p udent, efficient, economic, transparent and accountable manner to ensure the

overnment achieves value for money and that such funds are applied for the
tended purpose; and,

C port on Effectiveness of lnternal Controls, Risk Management and Governance
ich considers how the entity has instituted checks and balances to guide internal

o rations. This responds to the effectiveness of the governance structure, risk
anagement environment and internal controls, developed and implemented by those
arged with governance for orderly, efficient and effective operations of the entity.

alified Opinion is issued when the Auditor-General concludes that, except for

REP

td

A.

AQ

lnsu

ma al misstatements noted, the financial statements are fairly presented in accordance
with he applicable financial reporting framework. The Report on Financial Statements
sho d be read together with the Report on LaMulness and Effectiveness in the Use of
Publ c Resources, and the Report on Effectiveness of lnternal Controls, Risk
Ma gement and Governance

The three parts of the report are aimed at addressing the statutory roles and
res nsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Publ c Finance Managemenl Acl,2012, and the Public Audit Act, 2015. The three parts
oft report when read together constitute the report of the Auditor-General
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Qua ified Opinion
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Basis for Qualified Opinion

!naccuracies in the Financial Statements

Review of the financial statements submitted for audit revealed the following inaccuracies

The statement of financial position reflects a balance of Kshs.28,627,669 in
respect of net assets. However, the statement of changes in net assets reflects
a balance of Kshs.27,847,483 resulting to unexplained variance of
Kshs.780,186. Similarly, the re-computed closing net assets balance of
Kshs.29,475,371 differ with the closing balance of Kshs.27,847,483 under
statement of changes in nets assets resulting to unexplained variance of
Kshs.1 ,627,888.

Further, the statement of cash flows reflects an amount of Kshs.28,019,749 in
respect of net increase in cash and cash equivalents under cash flows from
operating activities. However, a re-cast of the figure which comprise of fund
administration expenses, general expenses and use of goods amounting to
Kshs.2,008,595, Kshs.924,825 and Kshs.17,086,063 respectively totaling to
Kshs.20,01 9,483 resulting to unexplained variance of Kshs.8,000,266.

t ln addition, the statement of cash flows reflects an amount of Kshs.28,1 10,872
in respect of cash and cash equivalents transferred to the statement of financial
position. However, the re-computed figure show that the actual balance is
Kshs.28,019,749 under cash and cash equivalents resulting to unexplained
variance of Kshs.91,123.

Report of the ,4uditor-General on Kisumu County Sociul Ilealth Insurunce Fhnd.for the year ended 30 June, 2021
('ounly Gowrnntent of Kisumu

2

position as at 30 June, 2024, and the statement of financial performance, statement of
cash flows, statement of changes in net assets 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. I have obtained
all the information and explanations which to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, except for the effects of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Kisumu County Social Health lnsurance 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 County Government of Kisumu Health Act, 2020 and the Public Finance
Management Act, 2012.
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iv. Similarly, the statement of financial position reflects a balance of
Kshs.28,110,872 under cash and cash equivalents as disclosed in Note 4 to
the financial statements which is equivalent to bank statements balance as at
30 June, 2024. However, the balance is overstated by understating the net
cash and cash equivalent increase from operating activities in the statement of
cash flows by Kshs.8,000,266.

v. ln addition, the statement of financial position is out of balance. The net assets
amount to Kshs.28,627,669, while the accumulated surplus amounts to
Kshs.27,892,668 resulting to unexplained variance of Kshs.735,001.

ln the circumstances, the accuracy, occurrence and completeness of the net assets and
cash and cash equivalent balance of Kshs.28,627,669 and Kshs.28,110,872 and
accumulated surplus of Kshs.27,892,668 could not be confirmed.

The audit was conducted in accordance with lnternational Standards for Supreme Audit
lnstitutions (lSSAls). I am independent of the Kisumu County Social Health lnsurance
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

Budgetary Control and Performance

The statement of comparison of budget and actual amount reflects final receipts budget
of Kshs.49,500,000 and actual on comparable basis amount of Ksh.48,039,232 resulting
in underfunding of Ksh.1 ,460,768 or 3o/o of the budget.

Similarly, the project expended Kshs.20,019,483 against the approved budget of
Kshs.49,500,000, resulting to an under expenditure of Kshs.29,480,517 or 60 % of the
totalapproved budget.

The under absorption may have negatively impacted on service delivery

My opinion is not qualified in respect of this matter.

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

Reporl of the Auditor-General on Kisumu County Social Health lnsurance Fundfor the year ended 30 June, 2024 -
CounQ Government of Kisumu 
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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

ln the audit report of the previous year, several issues were raised under the Report on
the Financial Statements, Report on Lawfulness and Effectiveness in Use of Public
Resources and Report on Effectiveness of lnternal controls, Risk management and
governance. However, the Management had not resolved the issues as at 30 June,2024.

The Management is responsible for the Other lnformation set out on page i to xix which
comprise of Fund lnformation and Overall Performance, Statement of Performance
against the Fund Predetermined Objectives, Cooperate Social Responsibility and
Statement of Management's Responsibilities. The Other lnformation does not include the
financial statements and my audit report thereon.

Basis for Conclusion

ln connection with my audit on the Fund financial statements, my responsibility is to read
the Other lnformation and in doing so, consider whether the Other lnformation is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or othenryise 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

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effects of the matters described in the Basis for Conclusion on
LaMulness and Effectiveness in the Use of Public Resources section of my report, I

confirm that nothing else 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-General on Kisumu County Social Health lnsuronce Fundfor the year ended 30 June, 2024 -
Counly Government of Kisumu 
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Basis for Conclusion

Lack of lnternal Audit Review

During the year under review, there was no review of the Fund's activities by the internal
auditor contrary to Regulation 153(1Xc) of the Public Finance Management (County
Governments) Regulations, 2015 which requires that the lnternal Auditor should review
the effectiveness of the financial and non-financial performance management systems of
the entities.

ln the absence of constant reviews by the internal audit unit, the effectiveness of internal
control and risk management in relation to the Fund could not be confirmed

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 the Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with 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
ability to sustained its services, disclosing, as applicable, matters related to sustainability
of services and using the applicable basis of accounting unless Management is aware of
the intention to terminate the Fund or to cease operations.

Repori of the Auditor-General on Kisumu County Social Health lnsurance Fundfor the year ended 30 June, 2024 -
County Covernmenl of Kisumu 
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Those charge with governance are responsible for overusing the Funds 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.

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
INTOSAI Framework of Professional Pronouncements (IFPP). The Framework requires
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 Public Audit Act, 2015. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with IFPP 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.

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 (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.

Report of the Auditor-General on Kisumu County Social Health lnsurance Fundfor the year ended 30 June, 2024 -
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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
comply with the authorities which govern them and that public resources are applied in
an effective way.



D iled description of my responsibilities for the audit is located at the Office of the
Aud or-General's website at httos://www.oaqkenv a.oo. ke/aud itor-qenerals-
res nsibilities- or-audit/ This description forms part of my auditor's report

FC
AU ITOR E ERAL

BS

Nai bi

13 mber,2024

t of the Auditor-Ceneral on Kisumu County Social Health lnsurance Fund for the year ended 30 June, 2024 -
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Statement of Financial Performance for the Year Ended 30th June 2024l4

Revenue From Non-Exchange Transactions

3,068.00I 2,286,232.00tributions and DonationsPublic C

3,068.00Total

Revenue From Exchange Transactions
40,979,968.00

2 45,753,000.00Others; Capitation

40,983,036.0048,039,232.00

Expenses

| ,777 ,'700.O00Employee Costs

39.114 213.00Use of goods and services

45,938.007 172,266.00Depreciation and Amortization Expenses

40,9i7,851.0020,191.749.00Total Expenses

27,847,483.00 \A 18s.00Surplus for the Period

( .l\u
H \\\SURI

co
\ICT fuNo

url&l+
Name: Evans Oloo

Administrator of the Fund

tI
Kil Clinton

ti'.^..';ffiY
,t

a)a ata

Total Revenue

3 20.019.483 .00

Name: Joshua
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Kisumu
Annual Report and Financial Statements for the year ended June 30' 2024

County Social Health Insurance Fund

15. Statement of Financial Position As at 30rH June 2024

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

ofthe nancial statements. The entity financial statements were approved on 4l12/2024 and signed

by

COUNTY SOCIAL

Namc Ev 'btUo' (MAnwA)
urrnruce ruHutN! N

Forofthg[gfc 202t

Assets

Current Ass ts

9 r ,123.004
28,110,872.00

uivalents
8,328, r 90.000Current receivables from NHIF
1,080,000.0006Prepayments Transfers to Pay (casuals)

9.499.313.0028,110,872.00Total curren t assets

AssetsNon-Curren
689,062.007 516,796.00t and ul mcntPropcrty Plar

516.796.00Total non-cu rrent assets

r 0.r 88,375.0028.627.669.00Total Assets

Liabilities
0Current Liabilities

3,s23,205.008 0Trade and Other Payables from Exchange Transactions

3,523,205.00Total current liabilities

00Non-Current Liabilities

3,523,205.000Total Liabilities

6.665.170.0028,627,669.00Net Assets
45,r 85.0027,892,668.00Accumulated

1Q.188.375.00
8,6nn69,04

Total Net Assets and Liabilities

Administra

TUNt) ADIlIINISTBATOB

2

un

Cash and Cash

5

689.062.00

Sumlus
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16. Statement Of Changes in Net Assets for the year ended 30th June 2024

1,582,703.001,582,703.00Balance As At I July (202212023\

45,185.0045,185.00Surplus/(Deficit) For the Period

45,185.0045,185.00
Batance As At 30th June
(2022t2023\

45,185.0045,185.00Balance As At 1 Jrl.ly (202312024\

27,847,483.0027,847,483.00Surplus/(Deficit) For the Period

27,847,483.0027,847,483.00
Balance As At 30 June
(2023t2024)

J

r



Ki mu County Social Health Insurance Fund
An ual R ort and Financial Statements For the year ended 3(lh June 2024

17. Statement ofCash Flows for The Year Ended 30 June 2024

Cash flows from operating
activities

Receipts

3,068.002,286,232.00
IPublic contribution

40,979,968.00

45,7s3,000.002Capitation

40,983,036.0048,039,232.00
Total receipts

rentsPayr

2,tt'7,067.002,008,s95.00Fun administration expensesd

|,122,877 .00924,825.00Gene ral expenses

1,777,700.000Emp oyee Cost

35,874,269.0017,086,063.00Use r lf goods

91.123.0028,019,749.00

Net i
&ca
Equi

ncrease/(decrease) in cash
sh

valents

1.582.703.0091.123.00
and cash equivalents at I
2023

Cash
July

9 r.123.0028.r 10.872.00
and cash equivalents at

lne
Cast
30 Jr

4
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18. Statement Of comparison of Budget and Actual Amounts for the year ended 30th

June 2024

Note to the budget.
The variances were as a result of the adjustments

approved budget which is within the allowed limit
The management utilized 89% of the

f:d/c* I 00s=1c_d)dba

Revenue

9t%228,623.002,286,232.00

2,5t1,787

2,5 14,8553,068
Pubtic
Contributions &
donations

9'7%t,232,145.0045,753,000.0046,985,t456,005,17740,979,968Capitation
t.460.768.0048.039 .232.0049.5 .0008.5 t 6.96440.983.036Total Income

Expenses

3 54,45 5.00 85%2,008,595.002,363,0501,709,260
Fund
Administration
Expenses

67%456,7 t4.00924,825.00r ,38 r ,539258,6621,122,877General Expenses

9t%17,086,063.00
- I 9,538,838

38,017,471Use ofgoods

8901"2.203.739.0020.019.483 .00

18,478,633

22.223.222
-18.626.38640.849.608Total Expenditure

I

I

5

c=(8+b)

97%

653,790

I,392,570.00
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19. Notcs to thc Financial Statements

l. Gencral lnformation

Kisumu County Health Insurance Fund entity is established by and derives its authority and

accountability from Health Act. The entity is wholly owned by the Kisumu County Government

and is domiciled in Kenya. The entity's principal activity is offering health insurance.

2. $tatement of compliance and basis of preparation

ThC Fund's financial statements have been prepared in accordance with and comply with

Intcmational Public Sector Accounting Standards (IPSAS). The financial statements are

presented in Kenya shillings, which is the functional and reporting currency of the Fund. The

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

stalements have been prepared on the basis ofhistorical cost, unless stated otherwise. The cash

floW statement is prepared using the direct method. The financial statements are prepared on

accrual basis.

3. ddoption of new and revised standards

(i) New and amended standards and interpretations in issue but not yet elfective in the year

ended 30 June 2023

Applicable: l"' January 2023

The objective of IPSAS 4l is to establish principles for the financial

reporting of financial assets and liabilities that will present relevant

and useful information to users of financial statements for their

assessment of the amounts, timing and uncertainty of an Entity's

future cash flows.

IPSAS 4l provides users of financial statements with more useful

information than IPSAS 29, by:

' Applying a single classification and measurement model for

financial assets that considers the characteristics of the asset's

cash flows and the objective for which the asset is held;

IPSAS 4l : Financial

Instruments

6



o
Kisumu County Social Health
Annual Report and Financial

Insurance Fund
Statements For the year ended 3dh June 2024

. Applying a single forward-looking expected

model that applies to all financial instruments subject to

impairment testing; and

' Applying an improved hedge accounting model that

broadens the hedging arrangements in the scope of the

guidance. The model develops a strong link between an

Entity's risk management strategies and the accounting

teatment for instruments held as part of the risk management

strategy.

(State the impact of the standard to the Entity if relevant)

credit loss

Applicable: l'r January 2023

The objective of this Standard is to improve the relevance, faithful

representativeness, and comparability of the information that a

reporting entity provides in its financial statements about social

benefits. The information provided should help users ofthe financial

statements and general-purpose financial reports assess:

(a) The nature of such social benefits provided by the Entity;

(b) The key features of the operation ofthose social benefit schemes;

and

(c) The impact of such social benefits provided on the Entity's

financial performance, financial position and cash flows.

(State the impact of the standard to the Entity tf relevant)

IPSAS 42: Social

Benefits

Applicable: I't January 2023

a) Amendments to IPSAS 5, to update the guidance rclated to

the components of borrowing costs which were inadvertently

omitted when IPSAS 4l was issued.

b) Amendments to IPSAS 30, regarding illustrative examples on

hedging and credit risk which were inadvertently omitted

when IPSAS 4l was issued.

Amendments to

Other IPSAS

resulting from IPSAS

41, Financial

Instruments

7
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c) Amendments to IPSAS 30, to update the guidance

accounting for financial guarantee contracts which were

inadvertently omitted when IPSAS 4l was issued'

Amendments to IPSAS 33, to update the guidance on classiffing

financial instruments on initial adoption of accrual basis IPSAS

which were inadvertently omitted when IPSAS 41 was issued'

(State the impact of the standard to the Entity if relevant)

for

Applicable I't January 2023

o IPSAS 22 Disclosure of Financial Information about the General

Government Seclor.

Amendments to refer to the latest System ofNational Accounts (SNA

2008).

. IPSAS 39: Employee BeneJits

Now deletes the term composite social security benefits as it is no

longer defined in IPSAS.

o IPSAS 29: Financial instruments: Recognition and Measurement

Standard no longer included in the 2021 IPSAS handbook as it is now

superseded by IPSAS 41 which is applicable from l"t January 2023-

State the impact of the standard to the Entity if relevant

Other improvements

to IPSAS

(ii) New and amended standards and interpretations in issue but not yet e/fective in the Year

Applicable I't January 2025

The standard sets out the principles for the recognition,

measurement, presentation, and disclosure of leases. The objective is

to ensure that lessees and lessors 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

leases have on the financial position, financial performance, and

cashflows of an Entity.

IPSAS 43

ended 30 June 2023.
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The new standard requires entities to recognize, measure, and present

information on right-of-use assets and lease liabilities.

State lhe expecled impact of the slandard to lhe Entity d'relevanl

Applicable I't January 2025

The Standard requires,

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

measured at the lower of carrying amount and fair value less costs to

sell and the depreciation ofsuch assets to cease and:

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

presented separately in the statement of financial position and the

results of discontinued operations to be presented separately in the

statement of fi nancial performance.

State the e-tpccted impacl ofthe standard to the Entitf ifrelevant

IPSAS 44: Non-

Current Assets Held

for Sale and

Discontinued

Operations

(iii)Early adoption of standards

The Entity did not early - adopt any new or amended standards in the financial year or the enlity

adopted the following standards early (state the standards, reason for early adoption and

impact on enlity's financial slatements.)

9
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1. Signilicant Accounting Policies

a) Revenue recognition

i. Revenue from non-exchange transactions

Trrnsfers from other government entities

Revenues from non-exchange transactions with other govemment entities are measured at fair
vallre and recognized on obtaining control of the asset (cash, goods, services and property) if
the transfer is free from conditions and it is probable that the economic benefits or service

potbntial related to the asset will flow to the entity and can be measured reliably.

ii. Revenue from exchange transactions

Interest income

Interest income is accrued using the effective yield method. The effective yield discounts

estimated future cash receipts through the expected life of the financial asset to that asset's net

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

interest income each period.

Dividends

Dividends or similar distributions must be recognized when the shareholder's or the Entity's

rigbt to rcceive payments is established.

Rental income

Rental income arising from operating leases on investment properties is accounted for on a

straighrline basis over the lease terms and included in revenue.

b) Budget information

Thd original budget for FY 2023/2024 was approved by the county Assembly. Subsequent

revisioni or additional appropriations were made to the approved budget following specific

approvals from the appropriate authorities. The additional appropriations are added to the

oiiginal budget by the entity upon receiving the respective approvals in order to conclude the

final budget. Accordingly, the Fund recorded income of 48,o39,232.oo mostly from NHIF

capitation, donations, and public contributions.

The entity's budget is prepared on a different basis to the actual income and expenditure

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

using a classification based on the nature ofexpenses in the statement offinancial performance,

whereas the budget is prepared on a cash basis. The amounts in the financial statements were

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

basis as the approved budget. A comparison of budget and actual amounts, prepared on a

comparable basis to the approved budget, is then presented in the statement of comparison of
budget and actual amounts.

l0
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The management was not able to use 100% of the funds because a major part of the income

was received when the financial year was coming to an end, and therefore, it was not easy to

use all the funds. The funds were, therefore, carried forward to the next financial year

ll
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Su mary of Significant Accounting Policies (Continued)

d) Intangible Assets

ln ble assets acquired separately are initially recognized at cost. The cost of intangible

ASS ts acquired in a non-exchange transaction is their fair value at the date of the exchange

Fo owing initial recognition, intangible assets are carried at cost less any accumulated

rtization and accumulated impairment losses. Internally generated intangible assets,

luding capitalized development costs, are not capitalized and expenditure is reflected in

T

e

d

ex

rec

S lus or deficit in the period in which the expenditure is incurred.

useful life of the intangible assets is assessed as either finite or indefinite

e) Investment property

In stment properties are measured initially at cost, including transaction costs. The carrying

am nt includes the replacement cost of components of an existing investment property at the

that cost is incurred if the recognition criteria are met and excludes the costs of day{o-

maintenance of an investment property. lnvestment property acquired through a non-

ange transaction is measured at its fair value at the date ofacquisition. Subsequent to initial
gnition, investment properties are measured using the cost model and are depreciated over

on 023/2024-year period or investment property is measured at fair value with gains and

los es recognised through surplus or deficit. Investment properties are derecognized either

n they have been disposed of or when the investment property is permanently withdrawn

use and no future economic benefit or service potential is expected from its disposal. The
wh

t2

In addition to the Basis difference, adjustments to amounts in the financial statements are also

made for differences in the formats and classification schemes adopted for the presentation of
the financial statements and the approved budget.

A statement to reconcile the actual amounts on a comparable basis included in the statement of
corhparison of budget and actual amounts and the actuals as per the statement of financial

perf,ormance has been presented under section xxx ofthese financial statements'

c) Property, plant and equipment

All property, plant and equipment are stated at cost less accumulated depreciation and

impairment losses. Cost includes expenditure that is directly attributable to the acquisition of
the items. When significant parts of property, plant and equipment are required to be replaced

at iptervals, the entity recognizes such parts as individual assets with specific useful lives and

depreciates them accordingly. Likewise, when a major inspection is performed, its cost is
recbgnized in the carrying amount of the plant and equipment as a replacement if the

recognition criteria are satisfied. All other repair and maintenance costs are recognized in

surplus or deficit as incurred. Where an asset is acquired in a non-exchange transaction for nil
or nominal consideration the asset is initially measured at its fair value. The funds' assets

properties were recorded at Net Book Value after deducting the depreciation at 25%o for
computers and networking items following the Assets depreciation policy.
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difference between the net disposal proceeds and the carrying amount ofthe asset is recognized

in the surplus or deficit in the period of de-recognition.

Summary of Significant Accounting Policies (Continued)

f) Financialinstruments

IpSAS 4l addresses the classification, measurement and de-recognition offinancial assets and

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

for financial assets. Ilre entity does not have any hedge relationships and therefore the new

hedge accounting rules have no impact on the Company's financial statements. (amend as

appropriate). A financial instrument is any contract that gives risc to a financial asset ofone

entity and a financial liability or equity instrument of another entity. At initial recognition, the

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

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

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

liability.

Financial assets

Classification of financial assets

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

through net assets/ equity or fair value through surplus and deficit on the basis of both the

entity,s management model for financial assets and the contractual cash flow characteristics of

the financial asset. A financial asset is measured at amortized cost when the financial asset is

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

contractual cash flows and the contractual terms of the financial asset give rise on specified

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

outstanding. A financial asset is measured at fair value through net assets/ equity if it is held

within the management model whose objective is achieved by both collecting contractual

cashflows and selling financial assets and the contractual terms of the financial asset give 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 measured at fair value through surplus

or deficit unless it is measured at amortized cost or fair value through net assets/ equity unless

an entity has made irrevocable election at initial recognition for particular investments in equity

instruments.

Subsequent measurement

Based 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 to certain

criteria being met.

l3
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Summary of Signilicant Accounting Policies (Continued)

Amortized cost

Financial assets that are held for collection of contractual cash flows where those cash flows

represent solely payments of principal and interest, and that are not designated at fair value

through surplus or deficit, are measured at amortized cost. A gain or loss on an instrument that

is Subsequently measured at amortized cost and is not part of a hedging relationship is

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

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

Fair value through net assets/ equity

Financial assets that are held for collection of contractual cash flows and for selling the

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, except for the recognition of impairment gains or losses,

interest revenue and foreign exchange gains and losses which are recognized in surplus/deficit.

Interest income from these financial assets is inctuded in finance income using the effective

interest rate method.

Falr value through surplus or deficit

Financial assets that do not meet the criteria for amo(ized cost or fair value through net assets/

equity are measured at fair value through surplus or deficit. A business model where the entity

manages financial assets with the objective of realizing cash flows through solely the sale of
the assets would result in a fair value through surplus or deficit model.

Trtde and other receivables

Trade and other receivables are recognized at fair values less allowances for any uncollectible

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.

Impairment

Thf entity assesses, on a forward-looking basis, the expected credit loss ('ECL') associated
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h its financial assets carried at amortized cost and fair value through net assets/equity. The

ity recognizes a loss allowance for such losses at each reporting date. Critical estimates and

rificant judgments made by management in determining the expected credit loss (ECL) are

out in Note xx.

nificant Accounting Policies (Continued)

Lancial liabilities

rssification

: entity classifies its liabilities as subsequently measured at amortized cost except for

rncial liabilities measurcd through profit or loss.
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g) Inventories

Inventory is measured at cost upon initial recognition. To the extent that inventory was received

through non-exchange transactions (for no cost or for a nominal cost), the cost of the inventory

is its fair value at the date of acquisition.

Costs incurred in bringing each product to its present location and conditions are accounted for,

as follows:

D Raw materials: purchase cost using the weighted average cost method

) Finished goods and work in progress: cost ofdirect materials and labour and a proportion

of manufacturing overheads based on the normal operating capacity, but excluding

borrowing costs

After initial recognition, inventory is measured at the lower of cost and net realizable value.

However, to the &tent that a class of inventory is distributed or deployed at no charge or for a

nominal charge, that class ofinventory is measured at the lower ofcost and current replacement

cost.Net realizable value is the estimated selling price in the ordinary course ofoperations, less

the estimated costs of completion and the estimated costs necessary to make the salc, exchange,

or distribution. Inventoriis are recognized as an expense when deployed for utilization or

consumption in the ordinary course of operations of the Entity'

h) Provisions

provisions are recognized when the Entity has a present obligation (legal or constructive) as a

result of a past even1, it is probable that an outflow ofresources embodying economic benefits

or service iotential will be required to settle the obligation and a reliable estimate can be made

of the amount of the obligation. Where the Entity expects some or all of a provision to be

reimbursed, for example, under an insurance contract, the reimbursement is recognized as a

separate asset only when the reimbursement is virtually certain. The expense relating to any

provision is presented in the statement offinancial performance net ofany reimbursement.

i) Social Benelits

Social benefits are cash transfers provided to i) specific individuals and / or households that

meet the eligibility criteria, ii) mitigate the effects of social risks and iii) Address the need of

society as a whole. The entity recognises a social benefit as an expense for the social benefit

scheme at the same time that it recognises a liability. The liability for the social benefit scheme

is measured at the best estimate of thc cost (the social benefit payments) that the entity will

incur in fulfilling the present obligations represented by the liability'
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Summary of Significant Accounrtng Policies (Conrtnued)

j) Contingent liabilities

Thc Entity does not recognize a contingent liability but discloses details of any contingencies

in the notes to the financial statements unless the possibility of an outflow of resources

embodying economic benefits or service potential is remote.

Contingent assets

ThC Entity does not recognize a contingent asset but discloses details ofa possible asset whose

exiitence is contingent on the occurrence or non-occurrence of one or more uncertain future

evdnts not wholly within the control of the Entity in the notes to the financial statements.

Contingent assets are assessed continually to ensure that developments are appropriately

reflected in the financial statements. If it has become virtually certain that an inflow of
economic benefits or service potential will arise and the asset's value can be measured reliably,

the asset and the related revenue are recognized in the financial statemerits of the period in

which thc change occurs.

k) Nature and purpose of reserves

Thc Entity creates and maintains reserves in terms of specific requirements. Entity to state the

reserves maintained and appropriate policies adopted.

l) Changes in accounting policies and estimates

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

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

impractical.

m) E,mployee benefits - Retirement benefit plans

The Entity provides rctirement benefits for its employees and directors. Defined contribution

plans are post-employment benefit plans under which an entity pays fixed contributions into a

separate entity (a fund) and will have no legal or constructive obligation to pay further

contributions if the fund does not hold sufficient assets to pay all employee benefits relating to

employee service in the current and prior periods. The contributions to fund obligations for the

payment of retirement benefits are charged against income in the year in which they become

payable.

Defined benefit plans are post-employment benefit plans other than defined-contribution plans.

The defined benefit funds are actuarially valued tri-annually on the projected unit credit method

basis. Deficits identified are recovered through lump sum payments or increased future

contributions on proportional basis to all participating employers. The contributions and lump

sum payments reduce the post-employment benefit obligation'
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Summary of Significant Accounrtng Policies (Continued)

n) Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on

the date of the transaction. Trade creditors or debtors denominated in foreign culrency are

reported at the statement of financial position reporting date by applying the- exchange rate on

that date. Exchange differences arising from the settlement of creditors, or from the reporting

ofcreditors at ratei different from those at which they were initially recorded during the period,

are recognized as income or expenses in the period in which thcy arise'

o) Borrowing costs

Borrowing costs are capitalized against qualifiing assets as part of property, plant and

equipmeni. Such borrowing costs are capitalized over the period during wllich the asset is being

acquired or constructed and borrowings have been incurred. Capitalization ceases when

construction of the asset is complete. Further borrowing costs are charged to the statement of
financial performance.

p) Related parties

The Entity regards a related party as a person or an entity with the ability to exert control

individuaily or.lointty, or to exercise significant influence over the Entity, or vice versa.

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

CEO and senior managers.

q) Cash and cash equivalents

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

and highly liquid investments with an original maturity of three months or less, which are

readil/convertible to known amounts ofcash and are subject to insignificant risk of changes

in value. Bank account balances include amounts held at the Central Bank of Kenya and at

various commercial banks at the end of the financial year. For the purposes of these financial

statements, cash and cash equivalents also include short term cash imprests and advances to

authorised public officers and/or institutions which were not surrendered or accounted for at

the end of the financial year.

r) Comparative ligures

Where necessary comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation
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Availability of funding to replace the asset

Changes in the market about the asset

c) rovrsrons

Prwisions were raised and management determined an estimate based on the information

available. Additional disclosure of these estimates of provisions is included in Note.

Provisions are measured at the management's best estimate of the expenditure required to settle

the obligation at the reporting date and are discounted to present value where the effect is

material.
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Sunmary of Signijicant Accounting Policies (Continued)

5. Significant judgments and sources of estimation uncertainty

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

management to make judgments, estimates and assumptions that affect the reported amounts

of revenues, expenses, assets and liabitities, and the disclosure of contingent liabilities, at the

end of the reporting period. However, uncertainty about these assumptions and estimates could

result in outcomes that require a material adjustment to the carrying amount of the asset or

liability affected in future periods.

State all judgements, estimates and assumptions made e.g.

a) Estimates and assumptions -
Thc key assumptions conceming the future and other key sources of estimation uncertainty at

the reporting date, that have a significant risk of causing a material adjustment to the carrying

amounts of assets and liabilities within the next financial year, are described below. The Entity

based its assumptions and estimates on parameters available when the consolidated financial

statements were prepared. However, existing circumstances and assumptions about future

developments may change due to market changes or circumstances arising beyond the control

of tJre Entity. Such changes are reflected in the assumptions when they occur. IPSAS I . 140.

b) Useful lives and residual values

The useful lives and residual values of assets are assessed using the following indicators to

inform potential future use and value from disposal:

! The condition of the asset based on the assessment of experts employed by the Entity

) The nature ofthe asset, its susceptibility and adaptability to changes in technology and

processes

F the nature ofthe processes in which the asset is deployed
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6. Notes To the Financial Statemcnts

l. Public contributions and donations

2. Other income

3. Use of Goods and Services

02,246,200.00
Donations from Development Partners

3068.00
40,032.00

Contribution from the public ( Subscriptions)

3 06E.00Total

40,979,968.00
45,753,000.00

Capitation payments from NHIF

40.979.968.004 753 000.Total Other Income

1,122,877 .00

2,t17,067.002,008,595.00

Administration Fees (travel

and training and hotel and

accommodation)

1,250,059.00

15,736.00Bank Charges

I 087 012.00Electricity

I ,08 1,033.001,000,000.00Fuel And Oil Costs

l l,449,066.00999,903.00

Insurance Costs (Premium

payment &
Reimbursements)

19

2.286.232.00

924,825.00General Office Expenses

Hotel and Catering

23,430.00

0
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4 Cash and cash equivalents

108,000.00

Advertiscment and awarencss

96,655.00l, t 52,260.00
Publishing and Printing

Other (Specify);

9,280,717.00

l,208,900.00Medical Drugs

6,474,265.005,895,200.00Non-Pharms

2,331,550.002,246,890.00Laboratory Reagents

t,6s4,324.00758,227.00

Mort vehicle maintenance
and Repair

735,000.00895,000.00ICT and Networking

200,000I14,000.00Telephone and Telex

I,864,298.00
199,900.00

Sanitary and Cleansing

Material
42,305.00Statutory deduction (WHT)

641,626.00r54,976.00
hinery

intenance ofplant and

39.114.213.0020.019.483 .00talT6

9l , 123.0028,110,872.25
Currt )nt Account

91,123.0028,110,872.25
I Cash and Cash EquivalentsTota
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Notes to thc Financial Statements Continued

Detailed analysis ofthe cash and cash equivalents are as follows

5. Receivables from exchange transactions

6. Prepayments

7. Propcrty, plant and equiPment

0

000

0

a) Current Account
91,t2328,110,872.25t2839371Kenya Commercial Bank
91.12328,110,872.25Sub- Total
9 t.t 2328.I 10.872.25Grand'l'otal

Current Receivables

8,328, 190.000uarlcrOther Exchange Debtors (NHIF) CaP itation Owed for 4'h

8.328. 190.000Total Rcccivables from Exchangc Transactions

1,080,000.000

1.080.000.00Total

689,062.00At l't Jul Previous 23
0Additions

(0)Dis sals
0ustmentsTransfers/Adj

2t

0

"l

Payments olutilities
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689,062.00AI 30'h June (previous 23)
689,062.00AI l'r Julv (Current 23)

(772,26s.s0)Dr )preclatlon
516,796.50A 30'h June (Current 24)

516,796.50Nct Book Values
689,062.00At 30'h June (Previous 23)

516.796.50
At 30'h June (Current 24)

000

689 062.00
( L72,265.sO

5l 796.50
796.50

689 062.00

516.796.50

22
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Notes To the Financial Statements (Continued)

8. Trade and other payables from exchange transactions

3,523,205.00Trade Payables
0sitsRefundable D
0Accrued Ex ense s

Other Payables
3.523.205,00Total Trade and Other PaYables

7o of the Total
7o of the

Total

FY
2022/20

23FY
2023t2024Ageing analysis (Trade and othe r

payables)
t00%3,523,2

05.00

00

Under one year
0%000

I -2 years
0 0%002-3 years

0%0
Over 3 years

3,523,2

05.00

00

Total (tie to above total)
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20. Annexes

An ex I: progress on Follow-up of Prior Year Auditor's Recommendations

Th following is the summary of issues raised by the external auditor, and management comments

tha were provided to the auditor

Fu d Manager/Accounting Officer ( Kisumu County Health Insurance Fund)

ResolvedResolvedLack of approved

budget
I

In the audit
period

Not Resolved

The letter was written to

the office of the internal

to act on the same. The

management is still
waiting for feedback

Lack of Intemal

audit
2

ResolvedResolved

The management has Put
a mechanism of
providing the monitoring

and evaluation reports

Lack of
monitoring and

evaluation
reports

3

5

24

Dale0,*tflt202a

The has worked on the

budget


