
RF.PUBI,IC OF KITNYA

-F. I
1C_..J

OFFICE OF THE AUDITOR-GENERAL

l'. t t I tt u t c' i t t.y4 .' I c' c' r t t t t t t t r h i I i t t'

REPORT

OF

AG

tl 3Fi:}zili ,.,,\

!'V\
THE AI]DITOR.GENERAL

\ ,,.-,..-

ON

KENYA HEALTH SECTOR SUPPORT PROJECT -
HEALTH SECTOR SERVICES FUND (GRANT

NO.4771-KE AND TF-l 6027)

FOR THE YEAR ENDED
30 JUNE,202l

MINISTRY OF HEALTH



OFFICE OF THE AUDITOR
P. O. Box 30084 - 00100'

REGISTRY

2 2 DEC 2021

R ECEIVED

GENERAL
NAIROBI

Project Namc. KENYA HEALTH SECTOR SUppoRT PROJECT (HEALTH
SECTOR SEITVICES FUND)

Implementing Entity: MINISTRY OF HEALTH

I'ROJECII' GITANT/CREDIT NUMBBR,.. 4777 & TFl6027

ANNUAL REPORT AND F'INANCIAL STATEMENTS

FOIT TIIE YEAR ENDED
JUNB 30,2021

Prepared in accordance with the Cash Basis of Accou nting Method under the International
Public Sector Accounting Standards (IpSAS)



KENYA HEALTH SECTOR SAPPORT PROJECT (HEALTH SECTOR SERVICES FUND)

Reports and
For the year

Financial Statements
ended June 30, 2021

PAGE
CONTENTS

PRoJECTINFoRMATIoNANDoVERALLPERFORMANCb,'............

STATEMENT OF PROJECT MANAGEMENT RESPONSIBILITIES

REPORT OF THE INDEPENDENT AUDITORS ON THE'HSSF PROJECT

STATEMENToFRECEIPTSANDPAYMENTSFoRTHEYEARENDED30JLTNE202I.

STATEMENT OF FINANCIAL ASSETS AND LIABILITIES AS AT 30 JLTNE 2021 """"""

STATEMENT OF CASHFLOW FOR THE YEAR ENDED 30 JUNE 2021 """""

STATEMENT OF COMPARATIVE BUDGET AND ACTUAL AMOUNTS ""'"""

SIGNIFICANT ACCOLINTING POLICIES

NOTES TO THE FINANCIAL STATEMENTS

PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS.""""""'

ANNEXES

2.

3.

4.

5.

6.

7.

8.

9.

10

1.1

.5

6

7

B



' - IrcNYA HEALTII SECTOR SAPPORT PROJECT (HEALTH SECTOR SERWCES FAND)
Reports and Financial Statements
For the year endecl June 30, 2021

I. I'IIOJECT INFOITMATION AND OVERALL PERFORMANCE

1.1 Name and rcgistered office

Name: The project's official name is Kenya Health sector Support Project (Health Sector
Services Fund)

Objcctive: 'l'he key objective of the project is to improve the key delivery of health care
services and empower rural communities to take charge of improving their health

Address: The project headquarters offices are Nairobi (city), Nairobi County, Kenya.
The address of its registered office is: Ministry of Health
P.O. Box 30016-00100 Nairobi.

The project is based at the National Level but it supports all the facilities at the Lower levels
of service i.e. Level l,2,3and Sub District I{ospitals.

Contacts: Tl-re lbllowing are the project contacts
I'elephone : (254) -20-27 17 07 7
E-rnail: PS @health.go.ke
Website: u,r.l,w. go.ke

1.2 Project Information

1.3 l'roicct Overview

Start Date ect start date is 3010912010l'he

Pro ect End Date ect end date is 3010612018't'he

Pro ect is Dr David G. Kariukiect m't'he

Pro ect s is -Dr. Gar-rdham N.V. Ramanafl-re ect s

Line Ministry/State
Department of the

ect

The project is under the supervision of the Ministry of Health.

Pro ect number ck- 4771 - KII & TIr -16021-KE

Strategic goals of the
project

'l'he strategic goals of the project are as follows:
(i) 'fo ensure an irnproved Flealth services to the Kenyan

population especially the poor.

(ii) 'fo reduce Health inequity

c

Achievement of The project management aims to achieve the goals through the followi
health services andB

ng s:
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1.4 Bankcrs

The following are the bankers for the current year:

r. CENTRAL BANK OF KENYA - (PROJECT ACCOLII'rT)

P.O BOX 600000 - 0200

Nairobi

II. COOPERATIVE BANK - DEPOSIT ACCOUNT
Ukulima CooPerative
P.O. Box 74956-00100
Nairobi

1.5 Auditors

The project is audited bY tlte

Auditor - General
P.O Box 30084 - 00100
Nairobi.

2

(ii) Providing funds to NHIF to pay for the poor'

itr" proie"t operates within a sectoi wide approach. The foundation is

laid down in the National Health Sector Strategic Plan 2005-2012'

Theprojectwasformedtoit"tterveneinthefollowingareas:
(i) To imProve health services

To provide funds to NHIF to pay for health services for the poor(ii)

Current situation that
the project was

formed to intervene

The project started on 30 September 2010 a1d is expected to rttu until 30

June 2018
Project duration
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1.6 Roles and Responsibilities

List the different people who will be working on the project. This list would include the project
manager and all the key stakeholders who will be involved with the project. Also, record their
role, their positions, and their contact information.

Note: The Project operates within the MOH structures and systems and therefore involVCS
multiple parties beyond the names provided above.

1.0 Funding summary

The Project is for duration of 8 years from 2010 to 2018 with an approved budget of Usd 143.1
million equivalent to Kshs. 12,163 million as highlighted in the tabie below foi the Bank. Other
Partners are Danida and GOI( whose contribution is given at the budgeting period.

a
J

Namcs Title designation Key qualification Responsibilities
Dr. David G.
Kariuki

Head, Directorate of
policy, planning and
Health care
Financing.

MB chB, Msc Project oversight and overall
coordination of activities of
the Directorate and Project
Coordinator

Alice Olango Project Accountant B.com, CPA(K) Preparation of Financial
reports as required from time
to time e.g. Bank
reconciliation, exchequer
requisition, preparation of
project F/S ,
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Below is the funding summary

1.7 Summary of Overall Project Performance:
Budget performance against actual amounts for cument year and for.cumulative to-

date,
physical progress based on outputs, outcomes and impacts since project

commencement,
Comment on value-for-money achievements,

Indicate the absorption rate for each year since the commencement of the project.

List the implementation challenges and lecommended way forward.

1.8 Summary of Project ComPliance:
Include significant cases of non-compliance with applicable laws and regulations, and

essential external financing agreements/covenants,

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

Indicate mitigation measures taken or planned to be taken to alleviate the adverse

effects of actual or potential consequences of non-compliance

4

Grant

1,458,469,136
Miscellaneous receiPts

Loan

4,468,802,793
IDA-International
Devel

(iiD Counterpart
funds

2,767,002,150Government of Kenya

8,694,274,079Total
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2. STATEMENT OF PROJECT MANAGEMENT RESPONSIBILITIES

The Principal Secretary for the Ministry of Health and the Project Coordinator for KHSSp
project are respollsible for the preparation and presentation of the Project's financial statements,
which give a true and fair view of the state of affairs of the Project for and as at the end of the
financial year ended 30 June, 2021. This responsibility includes: (i) maintaining adequate
financial managelnent arrangement and ensuring that these continue to be effective lhroughout
the reporting period; (ii) rnaintaining proper accounting records, which disclose with reasonable
accuracy at any time the financial position of the Project; (iii) designing, implementing and
maintaining internal controls relevant to the preparation and'fair presenta:tion of the financial
statement, and ensuring that they are fi'ee fi'orn material misstatements, whether due to error or
f}aud; (iv) safbguarding the assets of the Project; (v) selecting and applying appropriate
accounting policies; and (vi) rnaking accounting estimates ihat u.. 

'r"uro.raUie 
in the

circumstances.

The Principal Secretary for the Ministry of Health and the Project Coordinator for KHSSp
proiegt accept responsibility for the Project's financial statements, which have been prepared onthe Cash Basis Method of Financial Reporting, using appropriate accounting 

-poiiri6 
in

accordance with lnternational public Sector Accounting standards. 
-

'lhe Principal Secretary for the Ministry of Flealth and the Project Coordinator for KHSSp
proiect are of the opinion that the Project's financial statements giu" u true and fair view of the
state of Project's transactions during the financial year ended 30 lune, ZO2l,and of the project,s
financial position as at that date. The Principal Sicretary for Ministry of I{Lalth and the pioject
Coordinalor tbr KHSSP & FISSP III further confirm the completeness of the u""orrtirrg ;;;J;
maintained for the Project, which have been reliecl upon in the preparation of the project-financial
statements as well as the adequacy of the systems of internal finincial control.

The Principal Secretary for the Ministry of Health and the Project Coordinator for KHSSp
proiect confinn that the Project has cornplied fully with applicable Government Regulations and
the terms of external financing covenants, and that Project ftinds received duringlhe financial
year/period under audit were used for the eligible pulposes for which they wele intended and were
properly accounted for.

Approval of thc Project financial statements

The Project financial statements were
HEALTH and the Project Coordinator

Susan Mochache, CBS
Principal Secretary
Date

approved by the Principal Seuetary for the Ministry of
for KHSSP project 2021 and signed by them

t,r
l
L

G. Kariuki
Proiect Coordinator
Date ' lfelz (
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et"l"phone: +254-(zo) 32't4ooo
E-mail: info@oagkenya.go.ke
Website: www.oagkenya.go.ke

REPUBLIC OF KENYA

OFFICE OF THE AUDITOR GENERAL

E n h a n c i ng A c c o u n t a b i I i t.y,

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-oo1oo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON KENYA HEALTH SECTOR SUPPORT
PROJECT - HEALTH SECTOR SERVICES FUND (GRANT NO.4771-KE AND TF-
160271FOR THE YEAR ENDED 30 JUNE 2021 - MINISTRY OF HEALTH

PREAMBLE

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

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

B. Report on Lawfulness and Effectiveness in use of public resources which considers
compliance with applicable laws, regulations, policies, gazetted notices, circulars,
guidelines and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and accountable manner to ensure government
achieves value for money and that such funds are applied for 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, the risk
management environment, and the internal controls developed and implemented by
those charged with governance for orderly, efficient and effective operations of the
entity.

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

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

Report of the Auditor General on Kenya Health Sector Support Project - Health Sector Services Fund (CR No.477l-
Ke and TF- I 6027) for the year ended 30 June, 202 I - Ministry of Health
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REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Health Sector Support Project -
Health Sector Services Fund (CR. No.4771-KE and TF-16027) set out on pages 7 to 27,
which comprise the statement of financial assets and liabilities as at 30 June, 2021, and
the statement of receipts and payments, statement of cash flows and statement of
comparative 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 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 Kenya Health Sector Support Project - Health Sector
Services Fund (Grant No.4771-KE and TF-16027) as at 30 June, 2021, and (of) its
financial performance and its cash flows for the year then ended, in accordance with
lnternational Public Sector Accounting Standards (Cash Basis) and comply with the
Financing Agreement dated 21 January, 2014 between lnternational Development
Association (lDA) and the Republic of Kenya; and the Public Finance Act,2012.

Basis for Qualified Opinion

Unsupported Bank Balances and Transfers to Counties

The statement of financial assets and liabilities reflects restated opening bank balances
of Kshs.1 ,247,228 instead of Kshs.659,122,495 reflected in the audited financial
statements for the year ended 30 June, 2020. However, as had been reported in the
previous year and as disclosed at the footnote of the statement of financial assets and
liabilities for the year ended 30 June,2021, the amount totaling Kshs.657,875,226 was
transferred and utilized by the Counties. The Management did not provide evidence such
as expenditure returns to support the project transfer of Kshs.657 ,875,226 to the Counties
in financial year 201312014. Also, the corresponding funds' acknowledgement receipts
were not provided for audit review.

Consequently, the propriety, accuracy and validity of Kshs.657,875,226 transfers to the
Counties and bank balances of Kshs.1,247,228 as at 30 June, 2021 could not be
confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of Health Sector Support Project - Health Sector
Services Fund (Grant No.4771-KE and TF-16027 ) in accordance with ISSAI 130 on 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.

Report of the Auditor General on Kenya Health Sector Support Project - Health Sector Services Fund (Grant
No.477 l-Ke and TF- I 6027) for the year ended 30 June, 2021 - Ministry of Health
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Key Audit Mafters

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6\ of the Constitution, based on the audit procedures
performed, except for the matter described in the Basis for Conclusion on LaMulness and
Effectiveness in Use of Public Resources section of my report, ! 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.

Basis for Conclusion

Glosure of the Project Account

The Project commenced on 30 September,2010 and ended on 30 June, 2018. However,
the Project account had not been closed as at 30 June, 2021. Consequently, any
transactions from the Project account contravene Section lV (82) of schedule 2 to the
Financing Agreement which states that the closing date in respect of the original credit,
first additional credit, the second additional credit and extension of closing date to
30 June, 2018.

However, to date the project account has not been closed and no explanation has been
provided for failing to close the project account as per the financing agreements.

The audit was conducted in accordance with ISSAI 4000. The standard requires 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 are in compliance, 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 overallgovernance were not effective.

Report of the Auditor General on Kenya Health Sector Supporl Project - Health Sector Services Fund (Grant
No.477 I -Ke and TF- 16027) for the year ended 30 June, 2021 - Ministry of Health
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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 control, risk management and overallgovernance 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.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by Financing Agreement dated 21 January, 2014 between lnternational
Development Association and the Republic of Kenya, I report based on my audit, that:

I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit;

ll ln my opinion, adequate accounting records have been kept by Kenya Health
Sector Support Project - Health Sector Services Fund (Grant No.4771-KE and TF-
16027), so far as appears from the examination of those records; and,

The financial statements are in agreement with the accounting records and returns.

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Cash
Basis) and for maintaining effective internal control as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal control, risk management and governance.

ln preparing the financial statements, Management is responsible for assessing the
Project's ability to continue to sustain 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 Project or 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 are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

Report of the Auditor General on Kenya Heqlth Sector Support Project - Health Sector Services Fund (Grant
No.477 I -Ke and TF-16027) for the year ended 30 June, 202 I - Ministry of Health
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Those charged with governance are responsible for overseeing the financial reporting
process, reviewing the effectiveness of how the Project 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

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with lSSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6\ of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control 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(1Xa) of the Public Audit Act, 201 5 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professionaljudgment
and maintain professional skepticism throughout the audit. I also:

Report of the Auditor General on Kenya Health Sector Support Project - Health Sector Services Fund (Grant
No.477 l -Ke and TF- 16027) for the year ended 30 June, 2021 - Ministry of Health
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a

CPA , CBS
AUDITOR.GENERAL

Nairobi

16 December,2021

Report ofthe Audilor General on Kenya Health Sector Supporl Project - Health Sector Services Fund (Grant
No.477 l-Ke and TF-16027).for the year ended 30 June, 2021 - Ministry of Health
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ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
my opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

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

. Conclude on the appropriateness of the Management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on the
Project's ability to sustain its services. lf I conclude that a material uncertainty exists, I

am required to draw attention in the auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My
conclusions are based on the audit evidence obtained up to the date of my audit report.
However, future events or conditions may cause the Project to cease to sustain its
services.

o Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

. Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Project to express an opinion on the financial statements.

. Perform such other procedures as I consider necessary in the circumstances.

I communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that are identified during the audit.

I also provide Management with a statement that ! have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence, and
where applicable, related safeguards.
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4. STATEMENT OF ITECEIPTS AND PAYMENTS FOR THE YEAR ENDED 30 JUNE
2021

SURt'LUS/
IDFI

'l'he accounting policies and explanatory to these financial statements are an integral parl of

A-.,--
Susan Mochache, CBS
Principal Secretary

Kariuki
Coordinator

rz\21

AlicdOlango 

-Project Accountant
ICPAK Member No

qlrelroL,

6,
D
Project

q rsil q

7

Note
2020/2t

Restatcd
2019t20

Cumulative
to-date

Reccipts and
payments

controllcd by
thc entity

Payments
made by

third
parties

Ileceipts and
payment

controlled by
the entity

Payments
made by

third
Parties

I(Shs KShs KShs I(Shs KShs
TTECBIPTS
Transfer from
Covelrrrnent entities 9.1

2.767.002.t50
Loan frorn external
developtnent partners 9.2

4,468.802.793
Miscellaneous receipts 9.3 83 1,380 t.45e.693.857
TOTAL RECEIPTS 831,390 8,695,499,900

PAYMENTS

Cornpensation of
employees 9.4

1,671,791,715
Purchase ofgoods and
sefvlccs 9.5

3,444.5t3,792
AcqLrisition of non-
financial asscts

9.6
177,520,945

Transfers to other
govemrnent entities

9.7
2,134,209,510

Other grants and
transfers and payments 9.8

8,350,655
TOTAL PAYMENTS 8,036.376"309

831,390
658,291,112.00
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5. STATEMENT OF FINANCIAL ASSETS AND LIAI}ILITIES AS AT 30 JUNE 2021

Note: the amount of Kshs 651,875,226 which is part of the previous years' cash balances that

was assunled to be in the counties' bank accounts was confirmed to have been utilized

fhe accounting policies and explanatory notes to these financial statements form an inlcgral part

of the financial statements. The financial statements were approved on

and signed by:

2021

ru
an Mochache, CBS David G.

Project C

Alice langouki
Principal Secretary
Date

oordinator

ol>r
Proiect Accountaut
I)are QIfetf,3z,
ICPAI( Men-rber Number:

8

Note
2020121 2019120

Ilcstatcd
21n9120

I(Shs KShs KShs

FINANCIAL ASSETS

Cash and Cash Equivalents

Bank Balances 9.9 1.241.228.30 659,122.495
1 a,t? 110l ---+ I .--t\

Total Cash and Cash Bquivalcnts 659,122.495 1.21',7 ,228

TOTAL FINANCIAL ASSETS 659,122,495 1,217,228

REPRESENTED BY

Fund balance b/fwd 9.10 1.247,228.30 659. 122.495
4 t,s.[J48

Prior year adjustments

Surplus/(Deficit) for the year
83 r ,380 83 r.380

NBT FINANCIAL POSITION 1,247,228.30 (t59,722,195 1,247 ,228

Date

ISJJ 6
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6. SI'ATEMENT OF CASHF'LOW FOR TI{E YBAR ENDED 30 JUNE 2021

4'['he accounting policies and explanatory notes to these financial statements form an integral
part of the linancial statements. The enti financial statements were approved on

by e"'l. t \Ll
Susan Mochache, CBS
Principal Secretary

Da id G. Kariuki
Proj ect Coordinator

\rt\t t

Alice Olango
Proj ect Accountant

9

2020/21 20t9t20
2019/2020

RESTATED

Note KShs KShs
Kshs

Recci ts for o cratin activitics
Transf'er frorn Govemrnent entities 9.1

I)rocecds frorn dornestic and foreign grants 9.2

Miscellaneous receipts 9.3

831,390 83 1,3 80
Payrnents lbr opcrating activities
Cornpensation of emp loyees 9.4

Purchase ofgoods and services 9.5

Social security benefits 9.6

Transfers to other govenlment entities 9.1

Other grants and transfers 9.8

Ad lustnrents d the

Net c:rsh flow from o tin activitics 831,390 831,380

CASIIFLOW r'IrOM
ACTTVITIES

INVESTING

of Assets

Net cash florvs from Investi Activities

9.6

CASIIFLOW
AC'I'IVITIES

F'ROM BOITROWING

Loan Ii'our external dev ent al'tners 9.2

Procceds from F Borrowi
Net cash flow from linancin activities

NET INCIIEASB IN CASH AND CASII
UIVALENT 831,390 831.380

Cash and cash equivalent at BEGINNING of
the r 1,247,229 658.291.115 415,848
Cash and cash c uivalent at END of the 1,247,229 659.122.495 1,247,229

Date Date c1 Date q lre Itor-t



KENYA HEALTH SECTOR SUPPORT PROJECT (HEALTH SECTOR SERWCES TUND)
Reports ond Financial Statements
For the year ended June 30, 2021

7. STATEMENT OF COMPARATIVB BUDGET AND ACTUAL AMOUNTS FOR THE
YEAR ENDED 30 JUNE 2021

Note: The significant budget utilisatior/performance differences in the last column are explained
in Annex 1 to these financial statements.

nl' of
Utiliza
tion
t:dt
c o/o

0- a,
chache, CBS

Principal Secretary
Date

Projcct Coordiuator
Date ,l\tdLt

Alice Olango
Project Accountant
ICPAK Member No: I J e-l q

G. Kariuki

Budget
Utilization
Differcncc

Original
Budeet

Adjust
ments

Final
Budget

onActual
Comparable
Basis

Receipts/Payments
Itcm

e:c-dA b c:a*b D

Receipts

Transfer from
Government entities
Proceeds from domestic
and foreign grants

Proceeds from
borrowings

Miscellaneous receipts

Total Receipts

Payments

Compensation of
employees
Purchase of goods and
servlces
Social security benefits

Acquisition of non-
financial assets

Transfers to other
governlnent entities
Other grants and
transfers

Total Payments

10
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I{ENYA HEALTIT SECTOR SUPPORT I'ROJECT (HEALTH SECTOR SERVICES FUND)
Reports and Financial Statements
For the year ended June 30, 2021

8. SIGNIITICANT ACCOUNTING I'OLICIES

'l'he principal accounting policies adopted in the preparation of these financial statements are set
out below:

8.1. Basis of Preparation

8.1.1, Statement of compliancc and basis of preparation

The financial statements have been prepared in accordance with Cash-basis IPSAS
financial reporting under the cash basis of Accounting, as prescribed by the PSASB and set
out in the accounting policy note below. This cash basis of accounting has beel
supplernented with accouuting for: a) receivables that include imprests and salary advances
and b) payables that include deposits and retentions.
The t-rnancial staten:rents cornply with and conform to the form of presentation prescribed
by the PSASB.

8.2

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

8.1.2. Reporting entity

The financial statements are for the Project - under National Government of Kenya. The
financial statelxents encompass the reporting entity as specified in the relevant legislation
PFM Act 2012 .

8.1.3. Ilcportingcurrcncy

The financial statements are presented in Kenya Shillings (Kshs). which is the functional
and reportiug currency of the Project and all values are rounded to the nearest Kenya
Shilling.

Significant Accounting Policies

a)Ilccognition of reccipts

'fhe Pro-lect recognises all receipts from the various sources when the event occurs and the
related cash has actually been received by the Government.

o Transfcrs from the Exchcquer

Transfer from Exchequer is be recognized in the books of accounts when cash is received.
Cash is considered as received when payrnent instruction is issued to the bank and notified
to the receiving entity.

o Extcrn:rl Assistance
External assistance is received through grants and loans from multilateral and bilateral
development partners.

11



KENYA HEALTH SECTOR SUPPORT PROJECT (HEALTH SECTOR SERWCES TUND)
Reports and Financial Statements
For the year ended June 30, 2021

SIGNIFICANT ACCOUNTING POLICIES (Continucd)

Donotions and grants
Grants and donations shall be recognized in the books of accounts when cash is received.

Cash is considered as received when a payment advice is received by the recipient entity
or by the beneficiary. In case of grant/donation in kind, such grants are recorded upon

receipt of the grant item and upon determination of the value. The date of the transactiotr

is the value date indicated on the payment advice.

Proceeds from borrowing
Borowing includes Treasury bill, treasury bonds, corporate bonds, sovereign bonds and

external loans acquired by the Project or any other debt the Project may take on will be

treated on cash basis and recognized as a receipt during the year they were received.

Undrawn external assistance

These are loans and grants at reporting date as specifred in a binding agreement aud relate

to funding for the Project currently under development where conditions have becn
satisfied or their ongoing satisfaction is highly likely and the project is anticipated to
continue to completion. An analysis of the Project's undrawn external assistance is
shown in the funding summary

o Other receipts
These include Appropriation-in-Aid and relates to receipts such as proceeds fron'r
disposal of assets and sale of tender documents. fhese are recognized in the financial
statements the time associated cash is received.

b) Recognition of payments

The Project recognises all payments when the event occurs and the related cash has
actually been paid out by the Project.

o Compensation of employees
Salaries and Wages, Allowances, Statutory Contribution for employees are recognizcd
in the period when the compensation is paid.

. Use of goods and services
Goods and services are recognized as payments in the period wher-r the goods/scrvices
are consumed and paid for. If not paid fbr during the period where goods/services are
consumed, they shall be disclosed as pending bills.

o Interest on borrowing
Borrowing costs that include interest are recognized as payment in the period in which
they incurred and paid for.

t2



IrcNYA HEALTH SECTOR SUPPORT PROJECT (HEALTH SECTOR SERVICES FAND)
Reports stttl Finoncial Statements
For tlte year ended June 30, 2021

SIGNIHCANT ACCOUNTING POLICIES (Continucd)

. ILepayrncnt of borrowing (principzrl amount)

1'he repayment of principal amollnt of borrowing is recognized as payment in the period
in which the repayrnent is tnade. The stock of debt is disclosed as an annexure to tlie
consolidated fi nancial statements.
. Acquisition of fixed assets

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

A fixed asset register is tnaintained by each public entity and a summary provided for
pllrposes of consolidation. This summary is disclosed as an annexure to the consolidated
Iinancial statements.

c) In-kind donations

In-kind contributions are donations that are made to the Project in the form of actual
goods and/or services rather than in money or cash terrns. These donations may include
vehicles, equiptncnt or personnel services. Where the financial value received for in-
kind contributions cau be reliably determinecl, the Project inclucles such value in the
statement of reccipts and payrnents both as receipts ancl as payments in equal ald
opposite amounts; otherwisc. thc contribr,rtion is not recorded.

d) Cash and cash equivalcnts

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 oi l.rr,
which are readily converlible to known amounts of cash and a|e subject to insig,ificani
risk of changes in value. Ilank account balances include amounts held at the Central
Ilar.rk of Kenya and at various cornmercial banks at the end of the financial year. For
the purposcs of these financial statements, cash ancl cash equivalents also include short
term cash imprests and advauces to authorized public officers and/or institutions which
were not surrendeled or accounted for at the end ofthe financial year.

Ilestriction on caslt
Itestricted cash represellts amollnts that are lirnited/restricted from being used to settle a
liability for at least tweive months after the reporting period. This cash is limited for
direct use as required by stipulation. Amounts maintained in deposit bank accou,ts are
rcstrioted for use in refunding third part deposits

13



KENYA HEALTH SECTOR SUPPORT PROJECT (HEALTH SECTOR SERVICES TUND)

Reports and Financial Statements
For the year ended June 30, 2021

SIGNIFICANT ACCOUNTING POLICIES (Continued)

e) Accounts receivable
For the purposes of these financial statements, imprests and advances to authorized public olllccrs

and/or instiiutions which were not surrendered or accounted for at the end of the financial ycar is

treated as receivables. This is in recognition of the government practice where the imprest paytneuts

are recognized as payments when fully accounted for by the imprest or AIE holders. This is an

enhancement to the cash accounting poiicy. Other accounts receivables are disclosed in the financial

statements.

0 Pending bills

pending bills consist of unpaid liabilities at thc end of tl're financial year arising from contracted goods

o, ...ui-.., during the year or in past years. As pending bills do not involve the payment of cash in the

reporting period, they recorded as 'memorandllm' ol' 'off-balance' items to provide a sense of thc

overall nei cash position of the Project at the end of thc year. When thc pending bills are finally

settled, such payments are included in the statement of receipts and payments in the year in which the

payments are made.

g) Budget

The budget is developed on a comparable accounting basis (cash basis), the same accounts

classification basis (except for accounts receivable - outstanding imprest and clearance accounts and

accounts payable - deposits, which are accountcd for on an accrual basis), and for thc samc pcriod as

the financial statements. The Project's budget was approved as required by I.aw and National

Treasury Regulations, as well as by the participating development pafiners, as detailed in the

Government of Kenya Budget Printed Estirnates for the year. The Development Projects are budgetcd

for under the MDAs but receive budgeted funds as tlansfers and account for them separately. fhesc

transfers are recognized as inter-entity transfers and are eliminated Llpon consolidation.

A high-level assessment of the Project's actual performance against the cornparable budget for tl're

financial yearlperiod under review has been included in an annex to these financial statements.

h) Third party paymcnts

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

During the year Kshs - billion being loan disbursements were received in form of direct payments
from third parties.
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KENYA HEALTH SECTOR SUPPORT PROJECT (HEALTH SECTOR SERVICES FUND)
Reports ond Financial Statemenls
Fir the year ended June 30, 2021

;NIFICANT ACCOUNTING POLICIES (Continued)

i) l)xchange rate differences

The accounting records are rnaintained in the functional currency of the primary economic
environment in which the Project operates, Kenya Shillings. Transactions in foreign currencies during
the year/period are converted into the functional currency using the exchange rates prevailing at th;
dates of the transactions. Any foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognized in the statements of receipts and payments.

j) Comparative figures

Where necessary comparative figules for the previous financial yearlperiod have been amended or
reconfigured to conform to the required changes in financial statement presentation.

. k) Subsequent events

There have been no events subsequent to the financial yearlperiod end with a significant impact on the
financial statements for the year ended June 30, 2020

l) Errors

Material prior period errors shall be corrected retrospectively in the first set of financial statements
authorized for issue after their discovery by: i. Restating the comparative amounts for prior period(s)
presented in which the error occurred; or ii. If the error occurred before the earliest prior period
presented, restating the opening balances of assets, liabilities and net assets/equity for the earliesi prior
period presented.

15



KENYA HEALTH SECTOR SUPPORT PROJECT (HEALTH SECTOR SERVICES FAND)

Reports ond Financial Statements
For tlrc year ended June 30, 2021

g. NOTES TO THE FINANCIAL STATEMENTS (Continued)

g.ITRANSFERSFROMOTHERGOVERNMENTENTITIES

During the year, there were no transfers funds to reporling government entities as shown below:

ulative:. to

KShs

279 50

99,000,00c

61 0,000,00c

350,00 00c

.t,.

1,440 00 OC

I(Shs

,'tiiffiii:'x,f#
S[fltiEir:,ti#
KShsKShs

Transfers From Other
Government Entities

Cumulative Bal B/F
Counterpart funds Ql
Counterpart funds Q2

Counterpart funds Q3

Counterpart funds Q4

* TOTAL
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IGNYA IIEALTH SECTOR SUPPORT PROJECT (HEALTH SECTOR SERVICES FUND)
Ileports and lrinancial Statenrcnts
Fbr the yeur ended June 30, 2021

TES TO THE FINANCIAL STATEMENTS (Continued)

9.2 LOANS FROM EXTERNAL DEVELOI'MENT PARTNERS

During the year, there was no funding from development partners in form of loans negotiated by the National
Treasury donors as detailed in the table below:

Namc of Donor Datc
receiv
ed

Amount in
loan currency

Loans
Received
in cash

Loans
Received
as direct
pavments

Total amount in
Kshs.

FY
2020t21

Restated
FY
2019t20

Kshs Kshs Kshs Kshs

INTERNATIONAL
DEVELOPMENl'
AGENCY
Total

Cumulative
To Date

Kshs

4,469,902,793

6 793
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KENYA HEALTH SECTOR SUPPORT PROJECT (HEALTH SECTOR SERVICES FAND)

Reports and Financial Statements
Iror the year ended June 30, 2021

9.3 MISCELLANEOUS RECEIPTS

I(ShsKShsKShs

Properly iucotne

Sales of goods and setvices

Administrative fees and

charges
andFines, penalties

forfeitures
Voluntary transfers other
than g,rartts

83r,380 1,458,862,111
Other receipts not classified
elsewhere

831380

9.4 COMPENSATION OF EMPLOYEES

I(Shs I(ShsKShs KShs KShs

Basic salaries of pennanent
employees

1,671,181.115Basic wages of temporary
employees
Personal allowances paid as

part of salary
Personal allowances paid as

reirnbursements
Personal allowances
provided in kirrd
Pension and other social
securify contributions
Compulsory national social
security schemes

Compulsory national health
insurance scherues

Social benefit schemes
outside government

Other personnel payments

lJrlJJtJJ-LsTotal
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, -KENYA HEALTH SECTOR SUPPORT PROJECT (HEALTH SECTOR SERWCES FUND)
Reports and lTinancial Statements
For the year ended June 30, 2021

NOTES TO THE FINANCIAL STATEMENTS (Continued)

9.5 PURCHASE OF GOODS AND SERVICES

KShs
KSh

s

KS
hs

KShs KShs
Utilities, supplies and
seryrces 189,910,969

lies and services
Communication,

91,891,356
Domestic travel and
subsistence 881,020,127
Iioreign travel and
subsistence
Printing, advertising
and - information
supplies & services 172,332,t19
Rentals of produced
assets

Training payments 48,395,456
IJospitality supplies
and services 262.6ts.rt7
Insurance costs
Specialized materials
and services 643,857,769
Other operating
payments(Bank
charges) 450
Routine maintenance -
vehicles and other
transport equipment 59,127,759
Routine Maintenance 786,430,774
Routine maintenance-

- other assets 308,941,990
Exchange rate
losses/gains (net)

Total
3444.513J82
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KENYA HEALTH SECTOR SUPPORT PROJECT (HEALTH SECTOR SERWCES FUND)

Reports and Financial Statements
For the year ended June 30, 2021

NOTES TO THE FINANCIAL STATEMENTS (Continued)

9.6 AC UISITION OF NON FINANCIAL ASSETS

9.7 TRANSF'ERS TO OTHER GOVERNMENT ENTITIES

During the year, there was no transfer of funds to reporting government entities as shown below:

NOTES TO THE FINANCIAL STATEMENTS (Continucd)

20

e

KShsKShsKShs KShsKShs

38,734,029

Purchase of Office
Furniture & General
Equipment

78,620,559
Construction of Civil
Works

60,766,357

Purchase of
Specialized Plant,
Equipment &
Machinery

177.520.945Total

KShs KShsKShs KShs KShs
Transfers to National
Government entities

13,000,000SWAP
350,000,000EMMS

Transfers to Counfy
Government
22 Counties 489,464,997

47 Counties 561,334,348

MIN OF HEALTH 215,125,000

21 Counties I ,105,285,1 65

TOTAL 2,734,209.sLO.00



. .KENYA HEALTH SECTOR SUPPORT PROJECT (HEALTH SECTOR SERWCES FUND)
Reports and Financial Statements
ITor tlre yesr ended June 30, 2021

9.8 OTIIER GRANTS AND TRANSTERS AND PAYMENTS

I(Shs KShs KShs KShs KShs

Grants for
scholarships
Transfers to lower
levels of government
e.g schools
Miscellaneous
payments - World
bank 8,350,655.45
Total 8,350,655.45
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KENYA HEALTH SECTOR SUPPORT PROJECT (HEALTH SECTOR SERI/ICES TUND)

Reports and Financial Statements
For the year ended June 30, 2021

NOTES TO THE F'INANCIAL STATEMENTS (Continued)

9.9 CASH AND CASH EQUIVALENTS

The project has one project account within the project implementation area and one foreign currency

designated account managed by the National Treasury as listed below:

9.9 A Bank Accounts

Project Bank Accounts

Note that the amount of Kshs 657,875,266 was disbursed to counties in 2013114 and was treatedas
expenditure in the year's F/S and therefore should not form part of the Cash llalauces. Thc fLrnds

have already been utilized by the counties. The bank balance has been restated to Kshs.1,241 ,228.

,ffieitat.o zotg/zoffi
Bank accounts ote 8.13A.) 7,247,228.3 1,247,228

Cash in hand Q'{ote 8. 138

Cash equivalents short-terrn deposits ote 8.13C)

Total 1.247.228.3 1.247,228

trTo unts

Central Bank of 10001871311

Kenya Commercial Bank [A/c No

ve Bank of Kenya [A/c No

Others (spe

Total Forei balances

I,ocat Currencv Acc
Central Bank of Kenya [Aic No... . . .] 1,,247,228.30 1,247.228

Kenya Commercial Bank [A/c No......]
Co-operative Bank of l(enya [A/c No. .. . ..]

Others (specifu)KCB, NBK, EQUITY, FIRST COMM BANK 657 ,87 5,266

Total local currency balances L2A_,228_39 659-1L494

Total bank account balances 7,247,228.30
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, .KENYA HEALTH SECTOR SUPPORT PROJECT (HEALTH SECTOR SERWCES FUND)
Reports ancl Financial Statements

- For the year ended June 30, 2021

NOTES TO THE FINANCIAL STATEMENTS (Continued)

Special Deposit Accounts
The balances in the Project's Special Deposit Account(s) as at 30 June202l are not included in the
Statement of Financial Assets since they are below the line items and are yet to be drawn into the
Exchequer Account as a voted provision.

Below is the Special Deposit Account (SDA) movement schedule which shows the flow of funds that
were voted in the year. These funds have been reported as loans/grants received in the year under the
Statement of Receipts and Payments.

Special Denosit Accounts Movement Schedulc

The Special Deposit Account(s) reconciliation statement(s) has (have) been attach ed as Appendix xx
support these closing balances.

A/C Name A/c No 02120134337800

12,117,332.69
Total amount ted in the account
Total amount withdrawn Statement of Recei &P 12.tt7.332.69

Clos SDA bank occount reconciliation attachbalance OS

(ii) A/c Name Nc No 021201343378001

balance (as the SDA reconciliationo 12,117,332.69
'fotal amount sited in the account
Total amount withdrawn (as Statement of &P 12.t17 .332.69

balance SDA bank account reconciliation attachedas
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KENYA HEALTH SECTOR SUPPORT PROJECT (HEALTH SECTOR SERWCES FUND)
Reports and Financial Statements
For the year ended June 30, 2021

NOTES TO THE FINANCIAL STATEMENTS (Continued)

9.10 FUND BALANCE BROUGHT FORWARD

415.8481,247,228.30Bank accounts

Cash in hand
831,380Surplus

and advances

1,247,228.30 1,2471228Total
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I{ENYA HEALTH SECTOR SUPPORT PROJECT (HEALTH SECTOR SERWCES
ruND)
Reports and Financial Statements
For the year ended June 30, 2021

10. PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The following is the summary of issues raised by the external auditor, and management
comments that were provided to the auditor. We have nominated focal persons to resolve
the various issues as shown below with the associated time frame within which we expect
the issues to be resolved.

Unsupported Bank Balance
As had becn reported in the
previous year and as disclosed
in Note 8. I I B to the financial
statements, the statement of
financial assets and liabilities
reflects bank balances ofKshs
659,122,494 as at 30 June
2020. However, the
managemcnt did not avail
supporting documents by lvay
of bank confirmation
certificates, bank
reconciliation statemcnts and
ca-sh books to account for an
amount of Kshs 657.875,266
which is indicated as being
held in forty-seven (47)
counties. Further, a review of
the audit carried out by the
Independent Integrated
Fiduciary Review Agent
(llFRA) indicated that
supporting documents for a
total of Kshs518,080,255 was
availed resulting to
unsupported cash balance of'
Kshs 139,795,01 I from
twclve ( l2) counries.
I:lowever, no explanation has
been given for failing to avail
these documents for audit
review. In addition,
Management has not adjusted
the balances in the books of
accounts.
Consequently, the validity,
completeness and accuracy of
bank balances of Kshs

59,133,494 as at 30 June6

It is true that
documents for
unsupported cash
balance
amounting to
Kshs.
139,795,011 had
not been availed
and that the
balances had not
been adjusted in
the books of
accounts. The
anomaly dates
back 7 years ago
when
disbursements to
Health Facilities
in the 47 Counties
were treated as

expenditure and
at the same time
the Health
Facilities bank
balances reported
in the books of
accounts
It has since been
established that
there are no bank

Management,

Project
Accountant

Process
is on
going
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IGNYA HEALTH SECTOR SAPPORT PROJECT (HEALTH SECTOR SERVICES
FUND)
Reports and Financial Statements
For the year ended June 30, 2021

Timefi'amet
a clate

I

i
:J

i)
,1

i
:r

.:

.4

I

'isstrc ",to be

balances in the
facilities and
some accounts
have also been
closed.
Accounts have
been restated
from FY 2014/15
to date in the
current Financial
Year correcting
the error.

2020 could not be confirmed

,L/u.-

Susan Mochache, CBS
Principal Secretary

David G. riuki
Projcct Coordinator

,,
ztl Z/

Datc
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