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I. ACRONYMS AND GLOSSARY OF TERMS

a) Acronyms

BOM

ICPAK

IPSAS

PFM

PSASB

Kshs

EMR

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

Electronic Medical Records
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2. KEY ENTITY INFORMATION AND MANAGEMENT

a) Backgroundinformation

The Health Services Improvement Fund (HSIF) was established in 2016 by County Assembly of
Kilifi through the enactment of the Kilifi County Health Services Improvement Fund Act. The

Fund was established to improve health care service delivery.

The Act was gazetted on lg..September 2016. The Fund is wholly owned by the county

Govemment of Kilifi and is domiciled in Kenya.

The Fund's objective is to improve the quality of health care services in the hospitals in the County

b) Principal Activities

b) Give decision making autonomy to hospitals to plan and manage the resources within their

control.

c) Support capacity building in the management of hospitals.

d) Improve the quality oit 
"Ait 

.u.. services in the hospitals

) Board of Trustees/Fund Administration Committee

Dr. Gome David Lenga

Zena Salim

Sammy G. Charo Member

Joyce Peshu Member

Dr. David Mulewa

v P age

2

Chairman

Member

J

Member

Govemment of Kilifi.

l

flhe principal activity of the Fund is tgi .. .,. , , ; r .,

,tta) Provide financial resources for mediial supplies and small-scale equipping of Health

Services in the county for basic operation and maintenance.

'. -''. .:'1.'1,
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6

7

Dr. Hassan Leli

Racheal Bahati

d) Key Management

Racheal Bahati

Fred Nzai

) Fiduciary Oversight Arrangements

Registered Offices

P.O. Box 9-80108

Kilifi County Health Offices

Kilifi County Hospital Road

KiIifi, KENYA

Firnd Contacts

Telephone: (254) 07288 I 883 1

E-mail: hsifkilifi @gmail.com

Website: www.kilifi .go.ke

) Fund Bankers

l. Central Bank oi Kenya

Haile Selassie Avenue

P.O. Box 60000

City Square 00200

Nairobi, Kenya

Member

Fr,nd Administrator

Fund Administrator

e

f)

Director Intemal Audit

Fund Accountant

Keziah Wangui

c)

h

v Page
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2 Kenya Commercial Bank

Kilifi Branch

i) IndependentAuditors

Auditor General

Office of The Auditor General

Anniversary Towers, University Way

P.O. Box 30084

GPO 00100

airobi, Kenya

) Principal Legal Adviser

Attorney General

tate Law Office

bee Avenue

.O. Box 401l2

ity Square 00200

airobi, Kenya

) County Attorney

e County Attomey

lih Plaza

ospital Road

O. Box 519-80108

ifi, Kenya
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3. THE BOARD MEMBERS

Dr. Gome David Lenga

Date of Birth l0th April1970

Chairperson

Dr. Gome Lenga was appointed as

HSIF Board Chairman on 7th February

2023. He has over twenty-five years of
experience in Medical Service and

Management. He has held management

positions in medical service provision

in different organizations and currently

works at Kenya Ports Authority as the

Manager Medical Services. Dr. Gome

Lenga has expertise in surgery, health

planning and management and

research. From 2022 he is serving as

the Principal Surgeon of St John

ArhbUlance Kenya and a Board

Member of Special Olympics Kenya.

He served as President ofthe Surgical

Society o1'Kenya for a 2-year term, and

as a Medical Advisory Committee

(MAC) member for Special Olympics

Intemational for 6 years.

He is a member of the Kenya Medical

Association, Surgical Society of
Kenya, Intemational AIDS Society,

ilPage
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International Cleft Palate Foundation,

the Institute of Directors and the

International Commission on

Occupational Health.

Dr. Gome Lenga has a Master's in

Business Administration - Healthcare

Management, Master's in Occupational

Safety and Health a Master's of

Medicine in Surgery, and numerous

certificates of advanced training from

Kenyan and intemational institutions.

SlmmV G. Charo

pate of birth 25 March 1956

Member

Mr. Sammy.Gona was appointed as

HSIF Board Member on 9 March

2018.Sammy Gona is a teacher at

Mwandaza Primary school. Mr.

Sammy Gona has also been the director

of the Information Resource Initiative

fbr Blind (IRIB). A registered CBO for

the visual impaired. As a board member

Gona represent People with Disability

(PWD). He holds PI Certificate

Education from High ridge teacher's

college Nairobi, Bachelors of Arts in

Biblical Studies from Word Outreach

ilPage
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Biblical College and also Community

Nursing MTC Coast General.

Zena Salim

20 April 1958

Member

Zena Salim was appointed as HSIF

Board,Member on 28 October 2021 .

She has been able to lead significant

education and health projects over the

past ten years as a philanthropist and

public liaison officer, including the

Girls Education Challenge (GEC),

which is funded by DFID, and

Tackling Commercial Sexual

b'lii8itution of Children (TCSEC),

which is implemented in Kilifi and

Kwale counties.

She has extensive experience in

managing public finances and has held

leadership positions on a number of

boards, including the Water Board,

Kilifi North Land Control Board, and

kitifi Vtunicipality Boards.

She was given two Presidential

Awards by the late H.E. Mwai Kibaki

and the outgoing president H.E. Uhuru

Kenyatta.

-"$;4
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She is one ofthe founders ofKesho

Kenya, a non-governmental

organisation that empowers youngsters

through education, entrepreneurship

training and safeguarding in Kenya's

coastal region. As a board member

Zena Sallim represents the women.

Zena Salim has Certificate in Child

Counselling, Kenya Association of

i'niteislonat Counsellors and a

Diploma in Art and Craft, Nairobi.

Joyce Peshu

Date of birth 7 June 1988

Member

Ms. Joyce Peshu was appointed as

HSI! Ep*a Member on 9 March 2018.

|!s,,;Peshu is currently working Kenya

$,/ildlife Conservancies Association as

a Gender Officer. Her work focuses on

inclusion of women, youth and men in

the govemance and management of

conservancies. She has previously

worked with VSO for the last 5 years

both in country and Globally, she also

iia's :' experience in supporting

community-based organization towards

actualizing their vision. As a board

lPagex



he Kilifi County Health Services Improvement Fund
nual Rcports and Financial Statements

or the year ended June 30,2023

member Ms. Peshu represents the

youth.

She is currently pursuing a Master's in

Project Planning and Management in

University of Nairobi and Holds a

Bachelor of Science in Microbiology

from Moi University.

'! i{:es i mirr. r', *tr,i
qtrtrefncii?f

Dr. David Mulewa

Date of birth 24 April1973

Chief officer Medical Services
i , .,; ..'

Dr David Mulewa was appointed as

HSIF Board Member on September

2019. Dr. David Mulewa was the

County Director of Health in the

Department and is currently the Chief

Officer Medical Services and

Sanitation. He worked in Lamu County
d- I :.. ',

Since 2013 as Director of Health and

la.ter transferred to Kilifi on September

2019. Dr. Mulewa has 16 years'

professional experience in Ministry of

Health. He holds MD Physician from

Vinnitsa State Medical University

Ukraine and a Master's Degree in

Health System Management and

Apfl ication from Kenyatta University.
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Dr. Hassan Leli

Date of birth 31't October 1987

Ag. County Director Health and

Sanitation Services.

Dr Hassan Leli was appointed as a

IJFIF Boara Member on September

2022. Dr. Hassan Leli is the Acting

County Director of Health in the

Department. Dr. Leli has l0 years

professional experience in the County

Department of Health. He holds a

Doctor of Pharmacy degree from

Gomal University Pakistan and a

iulli.r" Degree in Public Health from

Pwanl Unrverslty.

CPA Racheal Bahati

Date of birth 31 May 1984

Fund Administrator

CPA Racheal Bahati was appointed as

{hg,F;rnd Administrator on l3 February

Q0.|9: Racheal is a Senior Accountant at

County Government of Kilifi. She has

over ten years' professional experience

as an Accountant. She holds Bachelor

of Commerce (Accounting) from The

University of Nairobi and also a

Certified Public Accountant (CPA).

{
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Racheal has MBA (Finance) from The

University of Nairobi.

i,,i':: i. 'r'l
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MANAGEMENTTEAM

CPA Racheal Bahati

Date of birth 31 May 1984

.Fund. Administrator.

CPA Racheal Bahati was appointed as the Fund

Administrator on l3 February 2019.Racheal is a

Senior Accountant at County Government of

Kilifi. She has over ten years' professional

experience as an Accountant. She holds Bachelor

:.,1..?rr:::: (Accounting) from rhe Universitv

of Nairobi and also a Certified Public Accountant

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

University of Nairobi.

I

Fred Nzai

Date of birth 20 April 1988

Fund Accountant

['red.Nzai was, appointed as the Fund accountant

ori'l;,November 2022. Fred has more than ten

y€Ais' experience as an accomplished accountant

with strong background in Tax and Tax health

checks and Intemal control systems, Fred is

currently an accountant at the County

Government of Kilifi. He holds a Masters of

Business Administration (Finance Major) and

al:ib a Certified'Public Accountant - Kenya.
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5. BOARD CHAIRPERSON'S REPORT

It is my pleasure to present, on behalf of the board Members, the HSIF financial statements for the

year ended 30 June 2023.The financial statements present the financial performance ofthe Fund

over the past year.

Sustainability.

The Fund and its stakeholders arp,insreasingly emphasizing on the need to ensure sustainability

for both its revenue collections un'd i-prou"rnent of health service delivery in hospital with an

objective ofensuring that the Fund's going concem is secured. The Fund has recently invested

heavily in terms of procurement of equipment, health products and, new infrastructure which will
create adequate space for expansion ofservices. The newly established specialized services will
not only boost the revenue, but also tap in more resources from partners who are interested in

investing and utilizing our facilities to facilitate research as well as promoting medical tourism.

The establishment of an EMR system procured by the department of health is awaiting installation.

Currently hospitals are still usirr! thdti ov*i'EMR iystems tb ensure improvement in collections as

well as ensuring accountability in termBrbf payments:for's'eivices rendered. This will in turn have

a ripple effect on sustainability ofthe Fund, since it is entirely dependent on payments for services

rendered to clients both cash and risk pooling through Insurances.

Currently, the Fund has established hospital collections through MPESA Pay bill numbers and has

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

long-term sustainability- Once the EMR system is fully launched and synchrgnized with these

collection methods, revenue colle,Eii'o'rit'dhhtl;riot only:ihprdve,'but also will be more reliable and

safer since no service shall be rendered if iiot ialriiriia iiithe system and once a service is captured

it means payment is registered.

xvlPage

Board and Management Changes

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

effective management structures. This dedication is driven by the goal of promoting sound

management practices that will ensure the sustainability of the hospitals. Among the key

components of the Leadership and'Gijvcmahce hamt*ork is'ihe County Health Sector
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BOARD CHAIRPERSON'S REPORT (CONTINUED)

Improvement Fund Board. The individuals serving on this board are officially appointed and serve

renewable three-year terms.

During the specified period, there were changes in the composition of the board. Notably, Dr.

Gome Lenga assumed the role of chairperson, succeeding Hon. Peter Mwarogo, who currently

holds the position of CECM for Health Services and Sanitation. Additionally, Dr. David Mulewa,

the Chief Officer for Health Services and Sanitation, took over from Alio Ibrahim, the former

Chief Officer. Lastly, or. gaiia*'i-bti; acting as:ttrelCijunty Director of Health Services and

Sanitation, assumed the responsibilitids prbViotrsly tr€d by Dr. David Mulewa.

Review of performance

Income

The total tund in the FY 202212023 was Kshs. 419,539,632, Kshs. 393,607,454 was revenue

collected from hospitals in the period and Kshs. 25,932,178 received from county treasury.

Expenditurea ''tt' 1"'" 'ir' ':- ::'' ar- I ' i1'' i

The total expenditures during the period'hiiionitited"tb Kshs. 418,354,905 out of which the

administration expenses amounted to Kshs. 369,280 general expenses Kshs. 24,903,881 and

transfer to the sub county hospitals 393,211,209 representing 0% ,6%o and 94Yo of total

expenditures respectively.

The Fund's central focus is on establishing a resilient and sustainable health facilities with a

motivated workforce and efficient structures that will significantly enhance service delivery. The

xvilPage

Future outlook

The outlook for the Fund in the upcoming fiscal year 202312024 appears optimistic. The Fund's

primary objective is to enhance the delivery of healthcare senices within hospitals while also

allocating financial resources for the piodtireriieiii of medical supplies and the small-scale

equipping of County Health Services facilities to ensure basic operational capability and

maintenance. Implementing accreditation systems and quality control measures can help in

maintaining and improving the quality of healthcare services
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OARD CHAIRPERSON'S REPORT (CONTINUED)

und anticipates ongoing support from the county government and development partners to fulfil

ts mission and mandate effectively

onclusion

take this opportunity to express my sincere gratitude and appreciation to the county government,
eholders, management, staff, and fellow board members for their continued support which
e us achieve these results

look forward to your continued support in the future.

Name.........Dr. Gome Lenga .Signature.

Chairperson ofthe Fund

Date n lr:lp

,i
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6. REPORT OF THE FUND MANAGER/ADMINISTRATOR

It is my pleasure to present the Health Service Improvement Fund financial statements for the year

ended 30 June 2023. The financial statements present the financial performance ofthe Fund for
the fi nancial year 2022/2023.

The Fund was established on 19 Seirterirbei ZO16. H6wever, operationalization of the Fund

commenced on 3l January 2020 after approval ofthe budget by the HSIF board. The approved

budget for the Fund inFY 202212023 was Kshs. 487,026,687 . During the financial year the Fund

received revenue ofKshs 419,539,632 by the end ofthe financial year June 2023.

BUDGET ALLOCATION

In the year ended 30 lune2022,the Fund had projected revenues of Kshs 487,026,687 of which

Kshs 419,539,632 was realised by Hospital collection revenue. This representedS6%o revenue

realization during the financial year.

Financial
Year Final budget Actual on

comparable basis
Performance
difference 7o utilisation

2022/2023
487,026,687 419,s39,632 67,487,055 86Yo

2021/2022
4r8,426,1s9 402,699,307 15,726,852 96%

2020/2021
197,346,442

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

2019/2020
132,000,000 100,910,677 76%

xviiilPage
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REPORT OF THE FUND MANAGER/ADMINISTI{ATOR (CONTINUED)

BUDGET PERFORMANCE AGATNST ACTUAL

AMOUNTS FOR CURRENT YEAR

120%

t@% 96%

a6%

76%

6ff/o

E
.o
(!

:
l
a

4U/o

2V/o

OYo

I % utilisation

202212023

86%

202il2022 2020/2021

96% 76%

FinancialYears

207912O2.O

7 6o/o

Graphical representation of budget perforrnance against actual amounts for current year and for

cumulative.

Key Performance Highlights

Below is an overview ofthe financial performance for the year ended 30th June2023 as reported

in the detailed financial statements together with the commentary and comparative analysis against

budget and prior year for the key items in the financial statements.

Financial Performance Summary ..

Current Year Performance against Prior Year

Total revenue 419,539,632 402,699,307 16,840,325 4o/o

Total expenses 418,354,905 397,089,708 21,394,663

i-..1
76%

50h
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REPORT OF' THE FUND MANAGER/ ADMINISTRATOR (CONTINUED)
There was a 4oh rise in total receipts, primarily driven by increased funding from transfers

originating from FIF revenue collections. Concurrently, a 50% increase in payments can be

attributed to the increased funding and the carryover of cash balances from the prior year.

Revenue

REVENUE FY 22123

r Transfers from County
Govemments

rTransfers from flF Revenue

The Fund received 6% of its revenue frorn the county govemment of kilifi and 94%o from FIF as

depicted above.

Revenue from non-exchange transactions
Transfers from County Governments 25,932,178.00 24,666,924.00 1,265,254.00 50/o

'378,032,383.00 15,575,071 .00 4YoTransfers fiom FIF Revenue '3e3,607 As4.Qo
4YoTotal revenue :'4\9,539,632.00 402;699,30'7.00 16,840,325.00

xxlPage

A graphical representation ofthe revenue budget is as shown below:

' Transfers from
County

Govemments,
-25,932,17A.@,

6%

-c. i-.r,;;.iy:r"

.\l

\-\

Transfers from FIF

Revenue,

393,607,454.0O,
94o/" .

t'

Budget Utilisation
The Fund spent Kshs. 418,354,905 against an approved budget of KShs. 487,026,687

representing absorption of 86%. Utilisation of the budget was carried out through various activities

(economic classifications) as shown in the chart below:

I !
, I )II
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REPORT OF THE FUND MANAGER/ADMINISTRATOR (CONTINUED)
A Tabular representation ofexpenditure shown below

EXPENSES

7 69,080.@ ,t%
359,280.m 645.00 ,5./" 1,554,953.50, 0%

t

393,2L1,209.@,94%

g Expenses

g Use of Goods and Services

a Transfers to other 8ov ernment entities

g6l,ly.m,oot"i

g Employee costs ra Board of Management Expenses

c Depreciation And Amortization Expense g Repair and Maintenance

l;.:.'

Erpenscs

38{.900 369,280 t5,620 96%Employee costs 364,800 20,100

Board of Managernent ExDenses 874.556 2.974_556 2.769,080 205_47 6 93%2,100,000

3.510.176 85o/oUse ofGoods and Serviccs t 5.824.323 7.t72.498 22996.82t r9,486,645
1.085,047 sy/oDepreciation Ard Amonizalion ExDensc 2,560,000 1,554,954

Repat and Maintenance 1.310.000 963,7J1 231, r 63 8t%
Transfers to other govemment entitics

00

ll5 I I 19{ 900

456 83 509

0m_m

393,2t 1,209 61,624,300 860/0

464.867.563 481,026.686 4l8,lst.90s 6{t.671.78 r 86v.Total cxpenditurc 22,1s9,123.00

0 0 l.l {i{,728 0.18.t.727)SurDlus for the p.riod

xxilPage
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Assets
. i:ci l:lrprcv('rnenlCurrent assets

' ') ii i! i:,Cash and cash equivalents 9 r,600,502 8,099,548

18,773,309Receivables from Non exchan ge transactions 3 I,843,813

20,373,811Total Current Assets 39,943,361

I he l(rlrlr County Health Services lmprovement l'und
Annual Reports and Financial Statements
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REPORT OF THE FUND MANAGER/ ADMINISTRATOR (CONTINUED)

Financial Assets Summary

bank balances experienced a 4060/o reduction, which was primarily attributed to the separation
f fund administration and health facilities reporting. Accounts receivables, on the other hand,
ecreased by 70% primarily due to the receipt of transfers from FII- revenue, mainly occurring

the end ofthe fiscal year

PORT OF THE FUND MANAGER/ ADMINISTRATOR (CONTINUED)
)-

4s,000,000.00

40,000,000.00

35,000,000.00

30,000,000.00

25,000,000.00

20,000,000.00

15,000,000.00

10,000,000.00

s,000,000.00

.2022/2023 KShs

.2027/2022 KShs

CURRENT ASSETS

I
Cash and cash equlvalents

1,600,502.45

8,099,s47 .73

r 2022l2023 KShs

Receivables from Non

exchanBe transactions

18,773,309.00

31,843,813.00
',..,

r 2o2v2d22lqUs
' ,.;'

Total Current Assets

20,37 3,8LL.4s

39,943,360.73

?

l0

I\
t
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REPORT OF THE FUND MANAGER/ADMINISTRATOR (CONTINUED)

Value for Money Achievements '

The Health Service Improvement Fund has demonstrated significant value-for-money

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

r Enhanced Healthcare Access: The fund has facilitated increased access to healthcare

services for a larger portion of the population. This is achieved by improving and expanding

healthcare infrastructure, ,including the construction of new health facilities and the

refurbishment of existing ones. As u r.sult, more peopie can receive essential medical care

closer to their communities. ' ' ' ' 'i l'\.i i

Efficient Resource Allocation: The fund has focused on optimizing the allocation of

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

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

used effectively to benefit patients.

Financial Sustainabili$,: By implembnting revenue enhancement strategies such as

digitalization of hospital systems, itrd'funa his h'elped health facilities become more

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

on external funding sources.

Capacity Building: The fund has invested in the training and development of healthcare

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

quality of care but also reduces the need to hire expensive external consultants or personnel.

o

a

O

a Transparency and Accountabiliti,:- The'tiriia 'iias 
demonstrated a commitment to

transparency and accountability in its operations. fhis ensures that funds are used efficiently

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

and outcomes.

Overall, the Health Service Improvement Fund has demonstrated a strong commitment to

achieving value for money by ensuring that every investment and initiative contributes to the

improvement of healthcare services and outcomes for the population it serves.
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REPORT OF THE FUND MANAGER/ADMINISTRATOR (CONTINUED)

Implementation challenges of strategic objectives for the Health Service Improvement

Fund and the entity's future outlook

. Resource Constraints: Limited financial resources can hinder the eflective implementation

of strategic objectives. Expanding healthcare infrastructure, acquiring advanced medical

equipment, and training healthcare personnel often require substantial investments.

a

a

a

a

o

a

Technology Adoption: Implementing new healthcare technologies and systems, such as

Electronic Medical Records (EMR) systems, can be complex and require extensive training

for staff. Resistance to changt'fitmlrheilftii&ib''iro'i;iaeiich'ir also be a challenge

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

healthcare policies and regulations can pose challenges, especially if there are conflicting

mandates or regulatory gaps.

Political and Administrative Changes: Shifts in government leadership, policies, or

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

Entity's Future outlook 
. . r. ., , . " , 

-, 
.. ...,

The budget allocation for the irp"b-i"g'nsbatiyehr ariio'unts to Kshs. 487,026,687 , with a

designated portion allocated to Ilealth factiities. Our objective is to allocate 30% of this

allocation towards renovating and maintaining buildings within the health facilities, aiming to

enhance and uplift the overall structural condition of these healthcare facilities.

Sustainability: Ensuring the long-term sustainability of the Health Service Improvement Fund

will be a key focus. This involves exploring diverse funding sources and developing revenue-

generating strategies within the hcalthcare system.

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

solutions will be critical for impr'wing:tetl;"l bare, siieamlining operations, and enhancing

effrciency.

Public-Private Partnerships: Exploring collaborations with the private sector and non-

govemmental organizations can expand the fund's capacity to deliver healthcare services and

improve overall outcomes

xxivlPage
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REPORT OF THE FUND MANAGER/ ADMINISTRATOR (CONTINUED)

The budget allocation for the upcoming fiscal year amounts to Kshs. 4871026,687 , with a

designated portion allocated to Health facilities. Our objective is to allocate 30% of this

allocation towards renovating and maintaining buildings within the health facilities, aiming to

enhance and uplift the overall structural condition ofthese healthcare facilities.

Legal Compliance: Stay informed about relevant laws and regulations affecting healthcare

operations and funding. Ensure compliance with all legal requirements to minimize legal and

regulatory risks. " 
'' ' ' '' '

Capacity Building: Invest in staff training and development to build the skills and expertise

needed to identifu, assess, and manage risks effectively. This includes training on risk

management best practices.

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

healthcare providers, and non-governmental organizations, to leverage expertise, resources,

and support in risk management and mitigation.

a

a

a

Conclusion
The fiscal year 202212023 can be characterized as generally positive. Substantial progress was

achieved, and this progress has set the stage for the Health Service Improvement Fund to maintain

a path toward prosperity. We have identified specific areas for improvement, with a particular

xxvlPage

Key risk management strategies for the Health Services Improvement Fund include:

o Internal Audit: Regularly assess and identify potential risks to the fund's operations, including

financial, operational, and strategic risks. This involves conducting comprehensive intemal

control and assessments to understand the natgre and impact of various threats.

).i.. ; ' j.' 't-rj|i -r, ' ,'!.-l: '...'

. Diversification of Funding Sources: Re'ar"e reliance on a single funding source by

diversifuing revenue streams. This can include seeking support from govemment allocations,

donor funding, grants, and private-sector partnerships to mitigate financial risks.
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PORT OF THE FUND MANAGER/ ADMINISTRATOR (CONTINUED)

hasis on the digitization ofall hospitals through the acquisition and phased installation ofan

ectronic Medical Records (EMR) system. This initiative is expected to enhance hospital revenue

ollection and elevate the quality-of-service delivery in the upcoming years

xxvilPage
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STATEMENT OF PERFORMANCE AGAINST KILIFI HEALTH SERVICES

IMPROVEMENT FUND PREDETERMINED OBJECTIVES

Introduction

Section 164 (2) (f1 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 Govemment entity in accordance with the standards and formats prescribed by the

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

entity's performance against preaeterniinea o6jectives' -

'' 1l; 
":

key development objectives of the Health Service Improvement Fund 2018-2023 plan are to

a) Provide financial resotrces for medical supplies and small-scale equipping of Health

Services in the county for basic operation and maintenance'

b) Give decision making autonomy to hospitals to plan and manage the resources within their

control.

c) Support capacity building in the.managementof hospitals.

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

' tiiu :.ltr-...,-, .-:!:;'i: r'. i,r : '
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Progress on attainment of Strategic development objectives.

Below we provide the progress on attaining the stated objectives

Financial
Resources

Increased
availability of
medical supplies
and improved
equipment in health
services.

Implementation of
hospital-level
budgeting and
decision-making
processes.

Enhanged hospital
autonorfits{n -

resource allocation
and management.

Decision
Making
Autonomy

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

Number of staff
trained and
progress in
implementing best
practices.

Support capacity building in
the management of hospitals

Capacity
Building

Patient satisfaction
surveys, reduced
error rates, and
clinical audits.

Enhanced patient
care and
satisfaction,
reduced medical
eITOrS.

Improve the quality of health
care services in the hospitals.

The allocated funds
have been utilized for
the acquisition of
medical supplies and
equipment, and the
focus was on ensuring
optimal resource
utilization while
minimizing any
wast
Decision making
autonomy in hospitals
enabled them to
allocate resources based

on their specific needs,
priorities, and patient
demographics, leading
to more efficient
resource utilization.
There was a significant
enhancement in the
competencies and
expertise ofstaff
members due to
training initiatives,
resulting in their
proficient application of
best ractlces
Performance
measurements were
transparently
communicated to board
members and that
accountability measures
are in place to address

areas that need

ln1 rovement
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Budget allocation
and expenditure for
supplies and
equipment.

Provide financial resources
for medical supplies and
small-scale equipping of
Health Services in the county
for basic operation and
maintenance.

Improved hospital
management skills
and practices.
j ,i :,''. !. :. ''

r!..1i.. _"

Quality
Improvem
ent
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8. CORPORATEGOVERNANCESTATEMENT

ltHE BOARI)
l

hn" fitif, County Health Services Improvement Fund was established in 2016 by County

Assembly of Kilifi through enactment of the Kilifi County Health Services Improvement Fund

ACt. 
".i1; a;r I I

The Fund was established for the improvement of health care service delivery in the county of

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

the Fund.

THE BOARD MEMBERS

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

chairman appointed by the Govemor, the Chief Officer Health Services, the Fund Administrator

appointed by the County Treasury, the County Director ofllealth Services, and three other persons

who shall be appointed by the Executive Member. The board is responsible for the long-term

strategic direction. The board members' exercises leadership, enterprise, integrity and judgment

in directing the Fund.

The board members are provided with full, appropriate and timely information that enable them to

maintain full and effective control over the strategic, financial, operational and compliance issues.

The day-to-day operations of the' :Fund'i!iaetegatea to theiFund administrator but the board

members are responsible for establishing aiid rrraiiitaining the Fund's system of intemal controls

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

lgth September 2016. However, operationalization of the Fund commenced on 3ltt January 2020

this was due to the fact that by then the selection process for the board members had been

completed, appointments had been done. Gazettement of board members was done and also

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

During this fiscal year, there were'ciiarigeS intlie ciimposition of the board, with certain members

being replaced due to contract expirations ani itiffpromotions.

xxixlPage
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CORPORATE GOVERNANCE STATEMENT (CONTINUED)

BOARDS SUCCESSION PLAN

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

the reason is that as provided in the criteria of selection of the Board members, after the expiry of

the mandate of the board members which is 3 years after which a member can be re-appointed for

another one maximum term for 3 years. The.board membership therefore, is not a permanent job

that would warrant a successiotn plan't'o bd put in place for anticipation and preparation for a

member's retirement in order not to create a gap post retircment.

The procedure for board member's selection, appointment and gazettement is very elaborate after

expiry ofthe mandate and therefore a succession plan is not considered within this act.

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

b) violates Chapter 6 of the Constitution;

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

Jurisdiction;

d) voluntarily resigns from committee; and

e) Dies

0 is so incapacitated by prolonged physical or mental illness as to be unable to attend and

discharge his/her duties

xxxlPage

PROCESS OF APPOINTMENT AND REMOVAL OF TRUSTEES

The chairperson and members of the Committee appointed shall hold office for a term of three

years and shall be eligible for reappointrnent for one iurther tern.
' ,.,:l: ;,, , !', ;' I -... ' '

A member shall vacate his/her position as a member of the Management Committee if he/she;
'r(lr 

''';'
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The Kilifi County Health Services Improvemcnt Fund
Annual Reports and Financial Statements
For the year ended June 30;2023

coRPoRATE GOVERNANCE STATEMENT (CONTINUED)

BOARD MEETINGS

The board members convene on a quarterly basis or as necessary to oversee the Fund's strategic

plan's execution and ensure the accomplishment of performance contract objectives. Furthermore,

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

matters. The board held five (5) full board during the FY 202212023 with all members

participating.

FUNCTIONS OF THE FUND BOARD
The Fund Board shall: -

b) Mobilize resources for the Fund

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

or changes to the old fees,sfBrcture.

ll Disciplinary matters including but not limited to theft of funds, spending of revenue at

source, spending without proper authorizatiolr, fraud, abuse of powers of exemptions and

walvers

ut Monitor the performance of the hospital management Fund Boards

lv

Develop criteria for the granting of waivers and exemptions

RESPONSIBILITIES OF THE FUND BOARD

In administering the Fund, the Fund Board shall have the following responsibilities: -

a) Prepare, sign and transmit to the County Auditor in respect of each financial year and

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

xxxilPage

a) Provide oversight of the administration of the moneys drawn from the Fund.

c) Provide guidance to the management Fund Boards on: -

Receive reports from the management Fund Boards for its consideration and adoption.

(1.. \^-', rt l: ii-

rit)-.
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coRPoRATE GOVERNANCE STATEMENT (CONTINUED)

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

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

of the Public Audit Act.

b) Fumish such additional information as may be required that is proper and sufficient for the

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

of the Public Audit Act.

e) Impose conditions on the use of expenditure authorized and may impose any reasonable

prohibition, restriction or other requirement conceming such use of expenditure.

g) Cause to be kept proper books ofaccounts gnd records relating to all receipts, payments,

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

the Fund.

INDUCTION AND TRAINING

HSIF is yet to conduct an induction and training program for the recently appointed board members

in the current fiscal year. This decision stems from the fact that these board members were

appointed subsequent to the approval ofthe budget, and therefore, their inclusion in the budget

allocation was not accounted for

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

healthcare sector's background and the laws, rules, and regulations governing these services. This

knowledge is intended to contribute to improved accessibility, accountability, and the eflective

utilization of resources.

xxxiilPage

c) Develop the criteria for the allocation of funds for approval.

d) Prepare annual distribution of reSources by, health :Services.

0 Institute prudent measures for the proper utilization for monies deposited in the Fund using

suitable internal controls and appropriate mechanism for accountability including audit of

accounts by intemal auditors of the department responsible for matters relating to finance.
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CORPORATE GOVERNANCE STATEMENT (CONTINUED)

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

management, and govemance roles and responsibilities. This, in turn, will enable the board

members to effectively support the management of healthcare facility resources. Additionally,

participants will be equipped with essential knowledge and skills regarding the fundamentals of

healthcare facility planning, including the planning.cycle. They will also be prepared to oversee

the management of financial resources within the healthcare facility, with a focus on ensuring

robust internal controls and effective financial risk management.

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

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

the community. The training will also cover strategies for resource mobilization and effective

resource management, vital components for enhancing service delivery at healthcare facilities.

BOARD AND MEMBER PERFORMANCE

Internal Control

The board members are responsible for reviewing the effectiveness of the Fund's system of

intemal control which is designed to provide reasonable, but not absolute, assurance regarding the

safeguarding of assets against unauthorized use or disposition and the maintenance of proper

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

publication. These controls are designbdito mdiiage itrther thari eliminate the risk of failure to

achieve budiness objectives due to circumstances which may reasonably be foreseen and can only

provide reasonable and not absolute assurance against material misstatement or loss.

Organization Structure

A clear organizational structure exists, detailing lines of authority and coutrol responsibilities

Internal Control Framework

The Fund continues to review itS'internal control framework to ensure it maintains a strong and

effective internal control environment. BusinesS piocesses and controls are reviewed on an

ongoing basis.

xxxiiilPage
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CORPORATE GOVERNANCE STATEMENT (CONTINUED)

Management Team

The management team headed by the Fund Administrator implements the board decisions through

action plans. The team meets regularly to review these action plans to ensure that the board's

objectives are achieved effectively and efficiently.

CONFLICT OF INTEREST .ii- 
- _.-

There is an absence of any conflicibf iriieiest wilhin itiij Uoird
,

BOARD REMUNERATION

Board members receive their compensation in accordance with the guidelines established by the

Salary and Remuneration Committee (SRC).

xxxivlPage

ETHICS, CONDUCT AND GOVERNANCE AUDIT

The Fund is audited by the euditor-General.

'lr;'-j
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9. MANAGEMENT DISCUSSION AND ANALYSIS

Revenue

The Fund earned revenues amounting to Ksh. 419,539,632 from the Hospitals collection. The

board and management ofthe Fund are looking to its funding from the Hospitals revenue collection

while also engaging other development pdrtndrs to ensure its sustainability and success.

REVENUE FY 221?3

t Transfers from County
Govemments

r Transfers ftom FIF Revenue

\=

xxxvlPage

The Fund is in its inception stages with potential to grow over the years. The management and

board are putting measures in place to safeguard funds against risks. The Fund's operations expose

it to a variety offinancial risks including revenue target shortfalls and unexpected pandemics.

The Fund's overall risk management programme focuses on unpredictability of changes in the

business environment and seeks to minimise the potential adverse effect of such risks on its

performance by setting acceptablelevels of risk.

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

functions of the Fund and also making sure thal stitutoiy deductions are remitted on time to avoid

incurring penalties and interests for non-compliance.

...

TransfeB from FIF

Revenue,
393,6O7,4s4.00,

94o/o

\

Transfers from
County

Governments,
?s,932,!78,@,

.6%
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Major risks facing the Fund

Fluctuations in Revenue: The fund'i income may fluctuate due to variations in user fee

collection and reimbursemeqt rales tom NHIF, impacting its financial stability and ability

to support healthcare initiatives consistently.

2. Economic Downturn: Economic downtums can lead to decreased affordability of

healthcare services for individuals, potentially reducing user fee collection and NHIF

reimbursements.

3. Technological Chaltenges: Rapid technological advancements in healthcare may require

significant investments'f; 
"1'n)'#liiiSlogie's, 

pbsing financial and operational challenges

forthefund. 
.'.,s ji.ir,,i 1..;Iii'.;.

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

continue to deliver benefits in the long term can be challenging.

Conclusion

We express our gratitude fo1 .the p,ontinuous . support, receiyed from the board members,

management, staff, the County Govornme.riL,development partners, and all essential stakeholders.

We anticipate ongoing collaboration and cooperation in areas of shared interest throughout the

fiscal year 202312024.

xxxvilPage
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10. ENVIRONMENTAL AND SUSTAINABILITY REPORT

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

This is our purpose; the driving force behind everything we do. It's what guides us to deliver our

strategy, putting the citizen first, delivering quality healthcare services, and improving operational

excellence. Below is the Fund's highlights.

'..,. ',::i,t;'i r ti: 1:,.::i ; i:.. .:

Sustainability strategy and profile 'r'Jrir;

The Fund is keen on achieving universal healthcare for the population of Kilifi County. In the

period under review the Fund improved financial management and fiscal transparency ofhospital

staffin budgeting, resource tracking and budget advocacy..

Environmental performance

The hospitals under the fund have -invested in biosafe methods of medical waste disposal. public

health units have established waste segregation, shredding, disinfection and incineration to

eliminate negative exposure to the environment.

Market place practices

The Health Services Improvement Fund maintains good business practices and treats its suppliers

responsibly by adhering to several key principles:

o tr'air and Competitive Procurement: The fund upholds a fair and competitive

procurement process.'Supplier$-aie'tihosen"tiased -bn pre-qualified criteria, cost
' 

considerations, reliability, ana tfieif comunitme;tl io Public Procurement. This approach

ensures equitable treatment of supplierj and fosters healthy competition among them.

' Compliance with Regulations: The fund complies with all relevant laws and regulations

goveming procurement and supplier relationships. This includes adherence to anti-

comrption laws and ethical business conduct.

xxxviilPage
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11. REPORT OF THE BOARD CHAIRMAN

The Board submit their report together with the financial statements for the year ended June 30,

2023 which show the state of the Fund affairs.

Principal activities

The principal activities ofthe Fund are to;

a) Provide financial resources for medical supplies and small-scale equipping of Health

Services in the county for basic opeiation and maintenance.

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

their control.

c) To support capacity building in the management of hospitals.

d) The Fund's objective is to improve the quality of health care services in the hospitals

Results

The results of the Fund for the year ended June 30, 2023 are set out on page I to 26

Fund Board

The Board members of the Fund who served during the year are shown on page vii to xiii there

were changes in the Board during the FY 202212023.

Auditors

The Auditor General is responsible for the statutory audit of the Fund in accordance rvith Article

229 of theConstitution of Kenya and the Pubiic Audit Act 2015.

By Order of the Board

xxxviiilPage
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Dr. Gome Lenga

Chair of the Board
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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 Fund Administrator of Kilifi County Health Service Improvement Fund Act 2016 shall

prepare financial statements for the Fund in accordance with the standards and formats prescribed

by the Public Sector Accounting Standards Board.

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

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

of the state of affairs ofthe Fund for and as at the end of the financial year ended on June 30,2023 .

Thisresponsibility includes: :: :,,.-.- .,i.,iri ..,... :,.-: ;1 -

maintaining adequate financial management arrangements and ensuring that these

continue to be effective throughout the reporting period;

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

any time the financial position of the Fund;

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;

d. safeguarding the assets of the Fund;

e selecting and applying appropriate accounting policies

The Fund Administrator of ihe Kilifi C'ornty' Hiafth Service Improvement Fund accepts
','r..'t . ,: ; . :r .r.(-' ti:!:l';r..,,-

responsibility for the Fund's financial statements, whlch have been prepared using appropriate

accounting policies supported by reasonable and prudent judgements and estimates, in conformity

with Intemational Public Sector Accounting Standards (IPSAS), and in the manner required by the

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

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

view ofthe state ofFund's transactions during the financial year ended June 30, 2023, and ofthe

a

xxxixlPage

f. making accounting estimates that are reasonable in the circumstances.
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STATEMENT OF MANAGEMENT'S RESPONSIBILITIES (CONTINUED)

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

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

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

In preparing the financial statements, the Fund Administrator of the Kilifi County Health Service

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

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

statements. Nothing has come to the attention of the Fund 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 linancial statements

The Fund's financial statements we."-dpp.*"a Uy *id Boaid'on

signed on its behalfby

CPA Racheal Bahati

HSIF Administrator

zr I ta \ 2023 and

&d
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OFFICE OF THE AUDITOR-GENERAL
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REPORT OF THE AUDITOR.GENERAL ON THE KILIFI COUNTY HEALTH SERVICES
IMPROVEMENT FUND FOR THE YEAR ENDED 30 JUNE,2023

PREAMBLE

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

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

B. Report on Lawfulness and Effectiveness in Use of Public Resources which considers
compliance with applicable laws, regulations, policies, gazette notices, circulars,
guidelines and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and accountable manner to ensure Governmant
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 controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

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

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financialstatements of The KilifiCounty Health Services
lmprovement Fund set out on pages 1 lo 24, which comprise the statement of financial
position as at 30 June, 2023, the statement of financial performance, statement of
changes in net assets, statement of comparison of budget and actual..amounts and

HEADqUARTERS

Anniversary Towers
Monrovia Street

P.O. Box 3oo84-oo1oo
NAIROBI

Report of the Auditor-General on The Kilifi County Health Services lmprovemenl Fund for the year ended

30 June, 2023



o
statement of cash flows for the year then ended and a summary of significant accounting
policies and other explanatory information in accordarrce with the provisions of Article 229
of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015.1have obtained
all the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, except for the effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Kilifi County Health Services lmprovement Fund as
at 30 June, 2023, and of its financial performance and its cash flows for the year then
ended, in accordance with lnternational Public Sector Accounting Standards and comply
with the) and comply with the Public Finance Management Ad, 2012 and the Kilifi County
Health Services lmprovement Fund Act, 20'16.

Basis for Opinion

lnaccuracies in Hospitality Supplies and Services Expenditure

The statement of financial performance reflects expenditure of Kshs.19,486,645 in
respect of use of goods and services. As disclosed in Note 4 to the financial statements,
the amount includes Kshs.2,445,606 incurred on hospitality supplies and services.
However, the supporting ledger for the expenditure reflects Kshs.5,214,686 resulting in a
variance of Kshs.2,769,080 which was not explained or reconciled.

ln the circumstances, the accuracy and completeness of expenditure on hospitality
supplies and services expenses could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of The Kilifi County Hospital Services
lmprovement Fund Management 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.

Emphasis of Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final revenue budget
and actual on comparable basis of Kshs.487,026,686 and Kshs.419,539,632,
respectively, resulting in an under-funding of Kshs.67,487,054 or 14o/o of the budget.
Similarly, the Fund spent Kshs.418,354,905 against an approved budget of
Kshs.487,026,686, resulting in an under-expenditure of Kshs.68,671,781or 14% of the
budget.

The under expenditure may have negatively affected service delivery to the intended
beneficiaries.

My opinion is not modified in respect of this matter.
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Key Audit Matters

Key audit matters are those mafters 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, I confirm that, nothing has come to my attention to cause me to believe that
public resources have not been applied lawfully and in an effective way.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 4000. The standard requires that 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 overall 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 control, risk management and overall governance were
operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and 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 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.

ln preparing the financial statements, Management is responsible for assessing the
Fund's ability to continue to sustain services, disclosing, as applicable, matters related to

Report of the Auditor-General on The Kilifi County Health Services Improvement Fu
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sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terr,inate the Fund 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 money is applied in
an effective manner.

Those charged with governance are responsible for overseeing the Fund's financial
reporting process, reviewing the effectiveness of how the Management monitors
compliance with relevant legislative and regulatory requirements, ensuring that effective
processes and systems are in place to address key roles and responsibilities in relation
to governance and risk management and ensuring the adequacy and effectiveness of the
control environment.

ln 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,
ftnancial 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 controls in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal controls would not necessarily disclose all matters in the internal controls 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 compcnents does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
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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.



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 noncompliance. 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
Fund's policies and procedures may deteriorate.

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

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
controls.

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

a

Conclude on the appropriateness of the Management's use of the applicable basis
of accounting and based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Fund'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
Fund to cease to sustain its services.

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.

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

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

I communicate with 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.

feport of the Auditor-General on
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I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence and communicate with them all relationships and
other matters that may reasonably be thought to bear on my independence and where
applicable, related safeguards.

FCPA ancy G a n BS
AUDITOR.GENERAL

Nairobi

15 February,2024
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The Kilifi County Health Services Improvement Fund
Annual Reports and Financial Statements
For the year ended June 30,2023

14. STATEMENT OF FINANCIAL PERFOMANCE FOR THE YEAR ENDED 30 JUNE
2023

Board of Management Expenses
reciation And Amortization nse

The notes set out on pages 6 to 25 form an integral-part ofthese Financial Statements

M
Administrator of the Fund

Name: Racheal Bahati

ICPAK Member Number:21 l 12r

Fund Accountant

Name: Fred Nzai

ICPAK'Merirber Number: 303 76

transactionsRevenue from non-ex cha
Transfers from Coun Governments I 2s,932,178 24,666,924
Transfers from FIF Revenue 2 393,607,454 378,032,393
Total revenue 419,539,632 402,699,307

Ex enses
\ i_ J"''. f.iEm lo ee costs 3 369,280 280,000

5 2,769,080 2,667,972
1,554,954 957,419

Use ofGoods and Services 4 19,486,64s 22,814,791
ir and Maintenance 7 963,737 1,210,759

Transfers to other venment entities 8 393,21t,209 369,1 58,869
Total ex enses 419,354,905 397,099,709
Su eriodlus/ deficit for the 1,184,729 s,609.600

llPage

,l
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The Kilifi County Health Services Improvement Fund
Annual Reports and Financial Statements
For the year ehded June 30, 2023

15. STATEMENT OF FINANCIAL POSITION AS AT 3O1H JUNE 2023

Total Current Assets

Non{urrcnt assets

Property, plant, and equipment

Total Non-current Assets

Total assets

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

of the financial statements. The entity financial statements were approved on ? la 2023

and signed by

Administrator of the Fund

Name: Racheal Bahati

ICPAK Member Number:2 I 1 1 2

Assets

Current assets
371,566r,600,5029Cash and cash equivalents

3,238,11010 18,773,309Receivables from Non exchange transactions

20,373,81I 3,609,676

ll 2,233,9773,263,893

5,843,65323,637,704

Liabitities
Current liabilities

228,s0012 16,837,824Trade and other payables from exchange transaelliq4q

228,50016.,837,824Total liabilities

Nct assets
5,61 5, I 536,799,880Accumulated surplus
s,843,65323,637,704Total net assets and liabilities

2lPage
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Fund Accountant

Name: Fred Nzai

ICPAK Member Number: 30376
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The Kilifi County Health Services Improvement Fund
Annual Reports and Financial Statements
For the year ended June 30, 2023

16. STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE
2023

Balance as at I Jul 2021 5,553 5,553
Sumlus/(deficit) for the period 5,609,600 5,6og,6oo
Balance as at30 June2022 5,615,153 5,615,153

Balance as at 1 Jul 2022 5,615,153 5,615,153
Surplus/(deficit) for the period 1,184,728 1,184,728
Balance as at 30 Junc 2023 6,799,880 6,799,990

3lPage
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The Kilifi Counfy Health Services Improvement Fund
Annual Reports and Financial Statements
For the year ended June 30,2023

17. STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2023

of Mana ment Ex ses

Ca activitiesh flows from o erati n

et ts
24,666,924I 25,932,178Transfers from County Governments

374,794,273378,072,255)Transfers from FIF Revenue
399,461,197404,004,413To I Recei ts !t

Payments
280,0001 369,280Employee costs

2,667,8722,?69,0805

22,814,7914 519,486,64ofGoods and ServicesUse
1,210,75!7 963,737Repair and Maintenance

368,926,349376,601,8q58Transfers to other government entities
395,899,770400,190,627Total Payments

Ne activitiest cash flows from o erati 3,561,427

Cashflow from investing activities
(3,r9r,39'(2,584,870)purc hase of lxed assests
(3,191'39O(2,584,870)Net cashflorv from investing activities

370,0321.228,936Nr t increase/ uivalentsdecrease in cash and cash e
1,534371,566and cash uivalents at I IULY 2022C

371,566r,600,5029Ct uivalents at 30 JUNE 2023sh and cash eq

j- --t-

4lPage
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Annual Reports and Financial Statements
For the year ended June 30, 2023

18. STATEMENT OF COMPARJSON OF BUDGET AND ACTUAL AMOUNTS FOR THE PERIOD ENDED 30th JUNE
2023.

Revenue KShs KShs KShs KShs KShs
Transfers from County Govt &FIF Revenue 22,7s9,723 464,867,563 487,026,686 419,539,632 67,487,054 860
Total income 22,159,t23 464,867,363 487,026,686 4t9,539,632 67,487,054 860h

Expenses

Employee costs 364.800 20,1 00 384.900 369.280 15.620 96%
Board of Management Expenses 2,100,000 874,556 2.974,556 2,769,080 205,47 6 93Yo
Use of Goods and Services - ..i',r. 15.824,323 7,172,498 22,996,821 19,486,645 3,510,176 85v.
Depreciation And Amortization Exbense 2,560,000 80,000.00 2,640,000.00 t,554.954 1.085.047 59o/o

Repair and Maintenance I,3 t 0.000 ( I l 5;100) r ,194,900 963,737 23t.163 8lo/o
Transfers to other govemment. dritities' 456,835,509 456,835,509 393,2t1,209 63,624,300 860/o

Total expenditure 22,r 59, r 23.00 464,867,563 487.026.686 418,354,905 68,671,781 86v.
Surplus for the period 0 0 | ,184,728 fi,184.727\

{ - , (',.

Budget notes

--r?. In accordance with IPSAS 2429,the changes in the budget arnounting to Ksh.464,867,563 wds attributed to reallocations and the

addition of transfers to other entities as an expenditure item.

b. The actual revenue fell short of the budgeted revenue by Kshs. 67,487,054. This represents a variance of approximately 13.86%o

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

relied heavily on reimbursements from the National Health Insurance Fund (NHIF) for funding. Also underperformance in revenue

collections from sources like Public Health

5lPage
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The Kilifi County Health Services Improvement Fund
Annual Reports and Financial Statements
For the year ended June 30, 2023

19. NOTES TO THE FINANCTAL STATEMENTS

l. General Information .1

Kilifi Health Service Improvemont Fund is.established by and derives its authority and

accountability from 2016 HSIF Act. The entity is wholly owned by the Kilifi County

Government and is domiciled in Kenya.

2. Statement of compliance and basis of preparation

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

International Public Sector Accounting Standards (PSAS). The financial statements are

presented in Kenya shillinli,'which is the functional and reporting curency of the Fund. The

accounting policies have been consistently appliqd,!o all the years presented.

The financial statements have been prepared on the basis of historical cost, unless stated

otherwise. The cash flow statement is prepared using the direct method. The financial

statements are prepared on accrual basis.

3. Adoption ofnew and revised standards

New and amended standards and,interpretations in issue but not yet effective in the

year ended 30 June 2023 .:( ;,.,.\ , ; i , ,

6lPage

r:'-:-.1,i: ,, .i ''-,: 1: ,:,, . ,,... :i'.)'



The Kilifi County Health Services Improvement Fund
Annual Reports and Financial Statements
For the year ended June 30, 2023

NOTES TO THE FINANCIAL STATEMENTS CONTINUED

(i) New and amended standards and interpretations in issue but not yet effective in the year ended 30 June 2023

Applicable: I 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;

. Applying a single forward-looking expected credit loss model that

is applicable to all financial instruments subject to impairment

testing; and

. Applying an improved hedge accounting model that broadens the

hedging arrangements in scope of the guidance. The model develops

IPSAS 41: Financial

lnstruments

There was no impact of the amendment

to IPSAS 41 with respect to the current

financial report.

7lP age
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The Kilifi County Health Services Improvement Fund

For the year ended June 30, 2023

There was no impact of the amendment

to IPSAS 42 with respect to the current

financial report

a strong link between an Entity's risk management strategies and the

accounting treatonent for instruments held as part of the risk

management strategy.

IPSAS 42: Social

Benefits

t

; (rr ii;i

I r',. ' . ,'

Applicable: I January 2023

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

representativeness and comparability of the infonnation that a repofting

Entity provides in its financial statements about social benefits. The

information,,provided should help users of the financial statements and

general-purpose financial reports assess:

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

(b) The key.features ofthe 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.

There was no impact of the amendment

to IPSAS 4l with respect to the current

financial report

Applicable: I January 2023:

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

components of bonowing costs which were inadvertently omitted

when IPSAS 4l was issued.

Amendments to Other

IPSAS resulting from

IPSAS 41, Financial

Instruments

8lPage

Annual Reports and



' !:C'ii l-

,.'L\-: rll i

1i!r'i\ {. "1-:i

The Kilifi County Health Seriices Improvement Fund
Aunual Reports and Financial Statemeats
For the year ended June 30, 2023

Other improvements to IPSAS

Applicable I January 2023

o IPSAS 22 Disclosure of Financial Information about the General Govemment Sector,

Amendments to refer to the latest System of National Accounts (SNA 2008).

r IPSAS 39: Employee Benefits

Now deletes the term composite social security benefits as it is no longer defrned in IPSAS.

o TPSAS 29: Financial instruments: Recognition and Measurement

Standard no longer included in the 2021 IPSAS handbook as it is now superseded by IPSAS 4l which is applicable from I't January 2023

There was no impact of the amendment other improvement to IPSAS with respect to the current financial report

9lPage

b) Amendments to IPSAS 30, regarding illustrative examples on

hedging and credit risk which were inadvertently omitted when

IPSAS 4l was issued.

c) Amendments to IPSAS 30, to update the guidance for accounting

for financial guarantee contracts which were inadvertently omitted

when IPSAS 4l was issued.

Amondments to IPSAS 33. to update the guidance on classifying financial

instruments on initial adoption of accrual basis IPSAS which were

inadvertently omitted when IPSAS 4l was issued.



The Kilifi County Health Services Improvement Fund

For the year ended June 30, 2023

There was no impact of the amendment

to IPSAS 43 with respect to the current

financial report

Applicable I fanuary 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

iposition, financial performance and cashflows of an Entity.

'The new standard requ ires,lentities to recognise, measure and present

'information on right ofuse assets and lease liabilities.

IPSAS 43

. 'ii:

Applicable I January 2025

The Standard requires,

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

rat the lower of carrying amountrand 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

financial performance.

IPSAS 44: Non.

Current Assets Held

for Sale and i

Discontinued

Operations

l0lPage



The Kilifi County Health Services Improvement Fund
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

(ii) Early adoption ofstandards

The entity did not early - adopt any new or amended standards in year 2023.

4. Summary of Significant Accounting Policies

a. Revenue recognition 
.:, ,::. .

i) Revenue from non-exchange transactions

Transfers from other government entities

Revenues from non-exchange transactions with other government entities are measured at fair

value and recognized on obtaining control ofthe asset (cash, goods, services and property) if
the transfer is free from conditions and it is probable that the economic benefits or service

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

ii) Revenue from non-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 ofthe financial asset to that asset's net

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

interest income each period.

c. Budget information

The original budget for FY'2022-2023 was''approved by the County Fund Board on22nd

September 2023. Subsequent revisions or additional appropriations were made to the approved

budget in accordance with specific apprbvals from the appropriate authorities. The additional

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

approvals in order to conclude the final budget. Accordingly, the Fund recorded additional

appropriations of Kshs. 478,717,015 on the FY 2022-2023 budget following the Fund board

approval.

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

disclosed in the financial statqpentg., The.,f,nan-ciQl statements are prepared on accrual basis

using a classification based on the nature olgln9nlgs 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

1l lPase
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ST]MMARY OF SIGNIFICANT ACCOTJNTING POLICIES (CONTINUED)

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.

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

made for differences in thb foimats and classificatioh 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
comparison of budget and actual amounts and the actuals as per the statement of financial

performance has been presented under section 18 ofthese financial statements,

IPSAS 4l addresses the classificati<in, rneasurernent.and de-recognition of financial assets

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

model for financial assets. The entity does not have any hedge relationships and therefore the

new hedge accounting rules have no impact on the Kilifi health services improvement fund

financial statements. A financial instrument is any contract that gives rise to a financial asset

of one 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

12 I P a s e

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

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

at intervals, 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

recognized 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.

e. Financialinstruments

:11r; . f , i1;." "
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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

entiry's management model'Jbr finantial assets and the contractual cash flow characteristics of

the financial asset. A financial asset is pensulifl,p.;!,aporrized 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 flgwS.t\at,gq plely.pg{Tgliiof principal and interest on the

principal amount outstanding. A financial T.set 
shlll.le 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 fo1!n1n9ial instruments. Movements in fair

value are presented in either surplus or deficit or ihrough net assets/ equity subject to certain

criteria being met.

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

13 I P a s e

STJMMARY OF SIGNIFICANT ACCOTJNTING POLICIES (CONTINUED)

deficit, transaction costs that are directly attributable to the acquisition or issue of the

financial asset or financial liability.
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SUMMARY OFSIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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 included in finance income using the effective
interest rate method.

Fair value through surplus or deficit

Financial assets that do not meet the criteria for amortized 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.

Trade and other receivables , '-:...,. :. ',._ i. :.-,

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.

Financial liabilities

Classification

The entity classifies its liabilities as subsequently measured at amortized cost except for
financial liabilities measured through profit or loss.

f. Changes in accounting policies and estimates
The Entity recognizes the effects ofchanges in accounting policy retrospectively. The effects
of changes in accounting policy are applied prospectively if retrospective application is
impractical.

g. Related parties

The Entity regards a related parly'as a'person .or,an 
"nt,,, 

with the ability to exert control
individually or jointly, or to exercise significant influence over the Entity, or vice versa.

Members of key management are regarded as related parties and comprise the directors/
Trustee, the Fund Managers and Fund Accountant.

14 I P a s e
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SUMMARY OFSIGNIFICANT ACCOUNT ING POLICIES (CONTINUED)

h. Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on call
and highly liquid investments with an original maturity of three months or less, which are
readily convertible to known amounts of cash and are subject to insignificant risk ofchanges
in value' Bank account balances include'amountst riald at the central Bank of Kenya and at
various commercial banks at the end of the financial year. For the purposes ofthese 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 ofthe financial year.

Comparative figures

Where necessary comparative 
,figures 

for the previous financial year have been amended or
reconfigured to conform to the required chelggl.il g.es"ntation.

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
ofrevenues, expenses, assets and liabilities, and the disclosure ofcontingent liabilities, at the
end of the reporting period. However, uncertainty about these assumptions and estimates could
result in outcomes that requiie a mateiial adjuitinent to the barrying amount of the asset or
liability affected in future periods. ' . r : - ,'. :' . 

'
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The were no judgements, estimates and assumptio,s made in this financial statement.

, . .. ll.:rr i':, I . -t: l, 'r' .';.. I it .



Thc Kilifi County Health Services Improvement Fund
Annual Reports and Financial Statements
For the year ended June 30, 2023

6. NOTES TO THE FTNANCIAL STATEMENTS

l. Transfers from Coun

2. Transfers from FIF

3.Em ee costs

Basic W T

378 032 83

4. Use of oods and services

TrsasuTranfer from Co un
Tota I

Tranfer llom FIF
Total

393

Em National Social Schcmeser Contribut lons to
Total

80 000

Communicat S lies ard service S I 700 00 I 130 010
and Printerses for Clies and Accessori

ion CostsTDomestic rave anI d Subs istcnce Orand her 12,492,395 510t7 JJ
Print and information lies & servicesadvert

00I 013 I 369 012
lies and ServicesOffice and Gen eral 536,t44 459 904

ies and &rvices 445 606 2 n7 405
Fuel Oil and Lubric ants

I IL1,275 J5 600Other Ex ES 340 36 70l)urchase oI hoHouse td Furniture dan I nstitutio Inil E lt6 885 37 980Total l9 ,'t l4 791
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NOTES TO THE FINANC STATEMENTS (CONTINUED)IAL

5, Board of Management Expenses

Siui allowance

6. Depreciation And Amortization Expense

ant and n1

7. Repair and Maintenance

Routine Maintcnance - Vehicles
Routine Maintenancc - Other Assets

8. Transfers to other government entities

Transfers to Level 4 IJo tals

Detailed anal is ofthe cash and cash uivalents are as follows

) 769 080
Total

Total

6r8 090 684 r80
345 64',7 5785Total

73796 IO

369 158 868Total
393 209

uivalents I
Total cash and cash

I 600 502
Currcnt account

37t,566

37t.566

Curent lccounl

CommercialBenk

KCG HEALCOT'NTY TII MANAG INTEt\,1 FIISI 1272361622 t22 432 900
ACCOLNTKCG.HSI}' EXPENDITLIRE

1270272071 II I 666total
37tGrard lotal

7
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9. Cash and cash equivalents

.,--.:--,. .-.... -.;::..-. r.- -.': ... -.---,. .. - .-.-_ t

2.667.872
2.769.080 2.667 .A72

I,554.954 957.419
1.554.9s4 957.4t9

393,2t1.209

369.t58.868

I,600.50!

t.600.502



The Ki]ifi County Health Services Improvement Fund
Annual Reports and Financial Statements
For the year ended June 30, 2023

10. Receivables from Non exchange transactions

1l Properfy Plant and equipment

1t--
I
I

HSIF Fund t8,773 309

Current Recei vables
Transfers from count

3,238,I I 0
e transactionsTotal receivabl es from excha

3,309l8 77 _ 3,238,r t0

Shs Shs
Depreciation Rate 12.500/0 300h
At lst Ju 2021
Additions

3 l9l 39s 953 191
At 30

th Jtne 2022 3,Igl,3g5 3,191J95

2022At I't Jul 3,191,395 3,Igl,3g5
Additions I 016 720 I 8 150 8702 8
At 30th June 2023

iation and imDe rec rI cm tn
At lst Jul 2021

earDe reciation for the 957 t9 957 l9
At 30 June 20))

957 l9 957 419At lst Jul 2022 957 419 957 l9
iation for theDe 127 090 I 427,864 54 54I
June 2023At 30rh

Net book values

At 3Oh June 2022 2,233,977 2,233,977
At 30rh June 2023 - '-^2)74,263

3,263,993
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I2. Trade and other payables from exchange transactions

228,500Accrucd expenses t6,837,824
228.s0016,a37 ,824Total trade and other payables

13. Cash generated rrom opdiitirihi.,,.: " '" t 
'

5,609,600Surplus for the year before tax |,184,728
Adiusted for

961,438Depreciation t,554,954

Working CaDital ed iustments
(3,238.1 l0)(r5,535,r99)lncrease in receivables

t6,609,324 228,500Increase in payables

3,s61,4273,813,806Net cash flow from oDerating activities

l.

_/
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OTHER DISCLOSURES

14. Related party balances

a) Nature of related party relationships

Entities and other parties related to the Fund include those parties who have ability to exercise

control or exercise significant influence over its operating and financial decisions. Related

parties include management personnel, their associates and close family members. The

Fund/scheme is related to the following entities:

a)

b)

c)

d)

e)

The County Govemment;

The Parent County Govemment Ministry;

County Assembly;

Key management;

Board ofTrustees;

b) Related party transactions

c) Key management remuneration

Transfers from HSIF 419 539 632 402 699 307

Board of Members allowances 2,769,080 2,667,872
Total 2.769.080 2,667,872

20 lPa se
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oTHER DTSCLOSTTRES (CONTTNUED)

15. Financial risk management

The Fund's activities expose it to a variety offinancial risks including credit and liquidity risks

and effects of changes in foreign curency. The Fund's overall risk management programme

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

potential adverse effect of such risks on its performance by setting acceptable levels of risk.
The Fund does not hedge any risks and has in place policies to ensure that credit is only
extended to customers with an established credit history.

The Fund's financial risk management objectives and policies are detailed below:

a) Credit risk

The Fund has exposure to credit risk, which is the risk that a counterpa(y will be unable to pay

amounts in full when due. Credit risk arises from cash and cash equivalents, and deposits with
banks, as well as trade and other receivables and available-for-sale financial investments-

Management assesses the credit quality of each customer, taking into account its financial
position, past experience and other factors. Individual risk limits are set based on internal or
external assessment in accordance with Iimits set by the directors. The amounts presented in
the statement of financial position are net of allowances for doubtful receivables, estimated by
the entity's management based on prior experience and their assessment of the current
economic environment. The carrying amount of financial assets recorded in the financial
statements representing the entity's maximum exposure to credit risk without taking account

of the value of any collateral obtained is made up as.follows:

2llPase
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OTHER DrscLosuRES (CONTTNUED)

The customers under the fulry performing category are paying their debts as they continue
trading. The credit risk associated with these receivables is minimal and the allowance for
uncollectible amounts that the entity has recognised in the financial statements is considered
adequate to cover any poteritially irrecbverable ambunts. The entity has significant
concentration ofcredit risk on amounts due from 30June 2023.

At 30 June 2023

Receivables from non-exchange
transactions 18,773,309

Bank balances

1,600,502

Total

20,373,91I

At 30 June 2022

eceivables from non-exchange
transactions

R

Bank balances

371,566

Total 3,,609,676

22 lPase

b) Liquidity risk management

Ultimate responsibility for liquidity risk management rests u.ith the Fund Administrator,
who has built an appropriate liquidity risk management framework for the management of
the entity's short, medium and long-term funding and Iiquidity management requirements.

3,238,I l0
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OTHE R DISCLOSURES (CONTINUED)

The entity manages liquidity risk through continuous monitoring of forecasts and actual cash
flows.

The table below represents cash flows payable by the Fund under non-derivative financial
liabilities by their remaining contractual maturities at the reporting date. The amounts disclosed
in the able are the contractual undiscounted cash flows. Balances due within l2 months equal
their carying balances, as the ippact ofaisi<iuntiig'is not significant.

c) Capital risk management

The objective ofthe Fund's capital risk management is to safeguard the Fund,s ability to
continue as a going concem. The entity capital structure comprises of the following funds

16. Events after the reporting period

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

At 30 June 2023

Trade payables

16,837,824 t6,837,824
Total 16,837,924 16,837,924
At 30 June 2022

Trade payables 228,500 228,500
Total 228,500 228,500

Accumulated surplus 6,799,880 26,350,883
Total funds 26J50,883

( r,600,502) (8,099,s47)Less: cash and bank balances

Net debU (excess cash and cash
equivalents)

5,199,378 I 8,25 I,336

Gea ring 760h 69"

23 lPase

I

'.1,r, 6,799,880



:l
The Kilifi County Health Services Improvement Fund
Annual Reports and Finaricial Statements
For the year ended June 30, 2023

17. Ultimate and Holding Entify

The entity is a Kilifi County Health Services Improvement Fund established by section 167
Act of the Public Finance Management (PFM) Act 2012. lts ultimate parent is the county
Government of Kilifi.

18. Currency

The financial statements are presented in Kenya Shillings (Kshs).
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20. ANNEXES

Annex [: Progress on Follow Up Of Prior Year Auditor,s Recommendations

The external auditor did not raise any concems in the prior financial year.

CPARACHEAL BAHATI

FUN ADIVTINSTATOR
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